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THE  MESS  AT 


George  Ball  is  gone. 
wtpM  But  he  leaves  behind 
a  legal  and  financial 
nightmare  at  the  troubled 
securities  firm.  It  goes  well 
beyond  the  huge 
losses  in  limited 
partnerships— 
already  the  subject 
o|$2  billion  in 
investor  lawsuits. 
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A  Business  Week  investiga- 
tion into  the  transactions  of 
another  former  Pru-Bache 
executive  raises  questions  of 
possible  conflict  of  interest  and 
the  firm's  failure  to 
disclose  it.  This 
could  all  mean  a  big 
hit  for  Pru-Bache's 
parent,  Prudential 
Insurance. 
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GEORGE  L.  BALL 
EX-CEO, PRU-BACHE 


Introducing  AI&T  EasyLink  Services. 
A  new  AI&T  business. 

In  business,  our  need  to  communicate  in 
the  most  efficient  way  never  changes.  Yet, 
how  we  communicate— how  we  see,  hear 
and  say  things— is  changing  continually. 
That's  why  AT&T  created  AT&T  EasyLink 
Services,  a  new  business  that  integrates  the 
AT&T  Global  Messaging  Unit  and  Western 
Unions  Business  Services  Division. 

By  combining  the  strengths  of  these  two 
enterprises,  AT&T  EasyLink  Services  can 
help  you  take  advantage  of  the  rapidly 
evolving  business  communications  envi- 
ronment. Enhanced  FAX,  Electronic  Data 
Interchange,  Telex  and  Electronic  Mail  from 
AT&T  can  help  improve  how  your  business 
communicates  today.  And  AT&T  EasyLink 
Services  is  working  to  bring  you  truly  inte- 
grated voice,  data,  text  and  video  messages. 


How  to  see,  hear  and  say  things  you  never  cou 


So  regardless  of  your  company's  size, 
scope  or  field,  if  you  want  to  find  out  how 
you  can  send  and  receive  messages  better, 
AT&T  EasyLink  Services  would  like  to  talk 
with  you. 

AT&T  EasyLink  Services.  It  does  more 
than  just  improve  how  your  business  com- 
municates, it  helps  to  transform  the  way  you 
do  business  by  allowing  you  to  see,  hear 
and  say  things  you  never  could  before. 

For  more  information,  call  your  account 
representative  or  AT&T  EasvLink  Services 
at  1 800  321-6747,  Ext.  200. 
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THE  MESS  AT  PRU-BACHE 

Painful  financial  losses.  Possible 
conflict  of  interest.  A  slew  of 
lawsuits.  It's  clear  that  Pru-Bache's 
woes  haven't  ended  with  George 
Ball's  exit.  A  BUSINESS  WEEK 
inquiry  raises  questions  about  the 
conduct  of  a  Pru-Bache  executive — 
questions  that  could  haunt 
Prudential  Insurance,  the  parent 
company,  for  some  time  to  come 
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PRODUCTION 

Change  from  last  week:  -0.3° 
Change  from  last  year:  —1.0% 


LEADING 

Change  from  last  week:  —0.2% 
Change  from  last  year:  —0.2% 
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The  production  index  tell  slightly  for  the  week  ended  Feb.  9.  On  a  seasonally 
ad|usted  bosis,  auto,  truck,  and  electric  power  output  was  down  sharply  Paperboard 
output  was  also  lower,  and  rail-freight  traffic  was  unchanged  for  the  week.  Produc- 
tion of  steel,  crude-oil  refining,  coal,  paper,  and  lumber  increased.  Before  calculation 
of  the  four-week  moving  average,  the  index  dropped  to  171  1,  from  174.7  in  the 
previous  week. 

8W  production  index  copyright  1991  by  McGraw -Hill  Inc 
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Feb. 
1991 

The  leading  index  declined  for  the  week  ended  Feb.  9.  A  rare  drop  in  the 
money  supply,  plus  an  increase  in  business  failures  and  slower  growth  in  materials 
prices  and  real  estate  loans,  offset  the  positive  signals  of  higher  stock  prices  and 
lower  bond  yields.  Before  calculation  of  the  four-week  moving  average,  the  index  fell 
sharply  to  211.7,  from  214.7  in  the  previous  week.  But  in  January,  changes  in  the 
real  estate  loan  data  had  pushed  up  the  index  to  an  unrealistically  high  level. 

Leading  index  copyright  1991  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 

■ 

LEADING  INDICATORS 

Latest 
week 

Week  ' 
ago 

i  Change 
year  ago 

STEEL  (2/16)  thous.  of  net  tons 

1,510 

1,466* 

-20.7 

AUTOS  (2/16)  units 

8  5,67  7 

109,567r  = 

-30.1 

TRUCKS  (2/16)  units 

46,682 

35,636r  = 

-43.5 

ELECTRIC  POWER  (2/16)  millions  of  kilowatt-hours 

55,971 

53,381  = 

4.1 

CRUDE-OIL  REFINING  (2/16)  thous.  of  bbl./doy 

12,978 

12,899  = 

-4.6 

COAL  (2/9)  thous.  of  net  tons 

20,684  = 

19,990 

-0.8 

PAPERBOARD  (2/9)  thous.  of  tons 

784.6  = 

806.9r 

5.9 

PAPER  (2/9)  thous.  of  tons 

782.0  = 

777.0r 

1.3 

LUMBER  (2/9)  millions  of  ft. 

488.4  = 

482.1 

-10.0 

RAIL  FREIGHT  (2/9)  billions  of  ton-miles 

19.5# 

19.3 

-1.5 

Sources:  American  Iron  &  Steel  Inst.,  Word's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA1,  SFPA*',  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

latest 
week 

Week 
ago 

Year 
090 

JAPANESE  YEN  (2/20) 

132 

129 

147 

GERMAN  MARK  (2/20) 

1.50 

1.45 

1.68 

BRITISH  POUND  (2/20) 

1.95 

1.99 

1.71 

FRENCH  FRANC  (2/20) 

5.09 

4.96 

5  66 

CANADIAN  DOLLAR  (2/20) 

1.15 

1.15 

1  20 

SWISS  FRANC  (2/20) 

1.28 

1.25 

1.47 

MEXICAN  PESO  (2/20)3 

2,953 

2,951 

2  7  38 

Sources:  Major  New  York  banks.  Currencies  expressed  i 
British  pound  expressed  in  dollars. 

n  units  per  U.  S.  dollar,  except  for 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (2/20)  $/troy  oz. 

364  650 

366.750 

-13.2 

STEEL  SCRAP  (2/19)  #  1  heavy,  $/ton 

104  00 

104.00 

0.5 

FOODSTUFFS  (2/ 1  5)  index,  1 967     1 00 

209.2 

207.4 

-1.7 

COPPER  (2/16)  eVlb. 

1 15.3 

1 12.1 

4.2 

ALUMINUM  (2/16)  t  /lb 

68.5 

67  8 

3.8 

WHEAT  (2/ 16)  #2  hard,  $/bu. 

2.75 

2  7  3 

-33.4 

COTTON  (2/16)  strict  low  middling  1-1/16  in.,  cVlb. 

76.68 

76  07 

17.1 

latest 

Week 

%  Changi 

week 

ago 

year  agi 

STOCK  PRICES  (2/15)  S&P500 

367.28 

354.71 

10  ( 

CORPORATE  BOND  YIELD,  Aaa  (2/15) 

8.77% 

8.87% 

-4.! 

INDUSTRIAL  MATERIALS  PRICES  (2/15) 

96.6 

96.9 

-4.1 

BUSINESS  FAILURES  (2/8) 

440 

434 

77.' 

REAL  ESTATE  LOANS  (2/6)  billions 

Na 

$400.8 

NA 

MONEY  SUPPLY,  M2  (2/4)  billions 

$3,294.9 

$3,346.2r 

!  ( 

INITIAL  CLAIMS,  UNEMPLOYMENT  (2/2)  thous 

456 

417 

29.; 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980  =  100),  Dun  & 
Bradstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  season' 
ally  ad|usts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


Sources:  London  Wed.  final  setting,  Chicago  mkt.,  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt. 


■■■■■■■ 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

CONSUMER  PRICE  INDEX  (Jan.) 

1  34  6 

133.8 

5.7 

PRODUCER  PRICE  INDEX  (Jan.)  finished  goods 

122.0 

12?  i 

3  8 

INDUSTRIAL  PRODUCTION  (Jan.)  total  index 

106.5 

107  0, 

-0.9 

CAPACITY  UTILIZATION  (Jan.) 

79.9% 

80.4% 

-3.4 

Sources:  BLS,  Federal  Reserve  Board 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (2/4) 

$833.5 

$830.2r 

4.4 

BANKS'  BUSINESS  LOANS  (2/6) 

319.0 

316.9r 

-2.0 

FREE  RESERVES  (2/6) 

2,649r 

62 

582.7 

N0NFINANCIAL  COMMERCIAL  PAPER  (2/6) 

150.5 

148.4 

9  6 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 
a  two-week  period  in  millions). 

ree  reserves, 

.vhich  are  expressed  for 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (2/19) 

6.24% 

6.26% 

8.25% 

PRIME  (2/20) 

9.00 

9.00 

10.00 

COMMERCIAL  PAPER  3-MONTH  (2/19) 

6.46 

6.44 

8.15 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (2/20) 

6.53 

6.43 

8.20 

EURODOLLAR  3-MONTH  (2/16) 

6.49 

6  53 

8.20 

Sources:  Federal  Reserve  Board,  First  Boston 


c  Raw  data  in  the  production  indicators  are  seasonally  od|usted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment. 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  -  Free  market  value         NA  =  Not  available         r  =  revised         NM  =  Not  meaningful 
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Our  commercial  bankers 
work  so  hard  on  your 
business,  you'd  think 
they  owned  it. 


With  a  First  Interstate 
commercial  banker  on 
your  team,  you  have  an 
ally  to  help  handle  the 
financial  needs  of  your 
business. 

Our  commercial 
bankers  are  dedicated 
professionals,  committed 
to  establishing  long-term 
relationships  with  their 
customers.  Relationships 
built  on  trust,  responsive- 
ness and  flexibility.  Rela- 
tionships designed  to 
help  meet  the  needs  of 
your  company — now  and 
in  the  future. 

There  are  regional 
commercial  banking  cen- 
ters located  throughout 
California.  Let  us  know 
how  we  can  help  you- 
then watch  us  go  to  work. 


O 


First 

Interstate 

Bank 

We  go  the  extra  mile  for)  x  n  t: 


Member  FDIC 


FICA 
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DAMONDS,  newly 
mined,  look  like 
nothing  more  than 
ordinary  gravel.  But 
transformed  by 
human  hands  into  arti- 
facts of  incredible  beauty,  they  become, 
for  their  size,  among  the  costliest 
items  on  earth. 

Down  through  the  cen- 
turies pharaohs  and  kings 
went  to  extreme  lengths  to 
acquire  the  largest  and  most  beautiful 
jewels.  Pearls  may  have  been  the  first 
gems  used  for  adornment.  But  in 
Cleopatra's  time  it  was  the  emerald 
that  was  cherished,  and  later  was 
praised  in  the  Bible.  It  was  even  once 
believed  that  when  held  under  the 
tongue  an  emerald  confened  the  power 
to  predict  the  future. 

Whatever  their  shape,  size,  or  color, 
the  splendid  stones  that  took  nature 
millions  of  years  to  make  are  sti 
revered  and  coveted. 


NATURE'S  SPLENDID  STONES  HAVE  A  MYSTICAL  POWER  TO  ATTRACT  US. 


WHYARE 
WE  BEWITCHED 

BY  NATURE'S 
COLORFUL 
STONES? 


BSE  ! 


i  i 


Born  in  the  cauldron  of  the  earth's  interior,  precious  stones 
have  fascinated  humankind  for  thousands  of  years. 
Today,  a  dazzling  diamond  or  a  fiery  ruby  can  capture 
universal  attention  and  admiration  as  can  little 
else  in  nature. 


Some  say  it's  their  rarity  or  their 
value.  But  one  look  at  the  British 
Crown  jewels  or  the  28-carat  Agra 
diamond  will  reveal  the  beauty  and 
brilliance  of  nature's  awe-inspiring  crea- 
uons  that  truly  captivate  us. 

And  now  you  can  be  bewitched  by 
the  story  of  "Splendid  Stones,"  an 
all-new  National  Geographic  Special 


on  Public  Television 
produced  by  the 
National  Geographic 
Society  and  WQED/ 
Pittsburgh  and  under- 
written by  the  people  of  Chevron. 

Programs  like  this  represent 
Chevron's  response  to  your  need  for 
knowledge  of  places,  people  and  nature 


This  is  but  one  of  four  Specials  this  year 
designed  to  explore,  inform  and  give 
thought  to  television. 

Tune  in  Wednesday  March  13th.  Check 
your  local  listings  for  show  times 
on  PBS. 

Do  people  believe  that  awareness  of 
the  world  around  us  should  be  an  essential 
ingredient  of  television  ? 


Chevron 


People  Do. 


©  1991  Chevron  Corpora 
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GET  MORE 

FROM  YOUR  IRA 

TRANSFER  YOUR  IRA  TO  A  T.  ROWE  PRICE  TOP  PERFORMER 

If  your  IRA  money  is  tied  up  in  bank  CDs  or  scattered  among  several  companies,  you  could 
be  shortchanging  your  retirement.  T.  Rowe  Price  offers  25  no-load  funds — including 
funds  for  safety,  income,  and  growth — plus  a  Discount  Brokerage  Service  for  self-directed 
IRAs.  So  you  can  choose  the  mix  of  IRA  investments  that  meets  your  individual  needs. 
Right  now,  three  of  our  top  performers  may  be  particularly  attractive  for  people  who  want 
more  from  an  IRA: 

Prime  Reserve  Fund  has  earned  higher  yields  than  the  average  bank  money  market 
account  every  year  for  the  past  five  years.*  For  principal  safety,  this  money  fund  invests 
primarily  in  top-quality  money  market  securities. 

New  Income  Fund  has  provided  a  positive  total  return  every  full  year  since  its  inception 
1 7  years  ago — and  it  is  the  only  corporate  bond  fund  that  delivered  this  level  of  performance.** 
It  invests  primarily  in  corporate  bonds  in  the  four  highest  credit  categories  and  U.S.  Govern- 
ment securities. 

International  Stock  Fund  is  the  top-performing  international  fund  for  the 

10  years  ended  12/3 1  /90.***  It  invests  primarily  in  the  stocks  of  leading  foreign 
companies  and  has  proven  itself  in  both  up  and  down  markets  and  in  periods 
of  strength  and  weakness  for  the  i— 


U.S.  dollar. 

You  can  transfer  your  IRA  to 
T.  Rowe  Price  for  more  flexibility  and 
service,  too.  We  let  you  switch  among 
funds  with  a  toll-free  call,  and  our  IRA 
specialists  are  always  ready  to  help 
you.  $1,000  minimum,  and  absolutely 
no  sales  or  transfer  charges  of  any  kind. 
It's  easy  to  transfer  and  start  getting 
more  from  your  IRA.  Send  for  your  free 
IRA  Planning  Kit  today. 


Call  24  hours  for 
your  free  IRA  Planning  Kit 

I-800-IRA-5000 


I  want  to  transfer  my  IRA 
for  top  performance 

T.  Rowe  Price,  515  South  Flower  Street  Lass*,^ 
ARCO  Tower,  31st  Floor,  Los  Angeles,  CA  90071 

Send  me  your  free  IRA  Kit 

including  a  prospectus  for  the  Prime  Reserve  Fund,  New  Income 
Fund,  and  International  Stock  Fund,  with  more  complete  infor- 
mation, including  management  fees  and  other  charges  and 
expenses.  I  will  read  it  carefully  before  I  invest  or  send  money. 
□  Also  include  your  free,  nationally  acclaimed 
Retirement  Planning  Kit. 

Name 
Address 

City/State/Zip  irao  i  204E 


Phone 


□  Home       □  Business 


Invest  With  Confidence 

T.RoweFWce 


cording  to  the  Bank  Rate  Monitor  1/28/91  Unlike  the  Fund,  rate  and  principal  of  bank  CDs  and  money  market  accounts  are  guaranteed,  however,  this  Fund  has  always 
ntained  a  stable  $1 .00  per  share  price.  **Since  its  inception  8/73,  according  to  Lipper  Analytical  Services,  Inc.,  which  monitored  4  triple  FJ  corporate  bond  funds  with 
/ear  performance  records  for  the  period  ended  12/31/90  ***According  to  Lipper  Analytical  Services,  Inc.,  which  monitored  7  international  funds  with  10-year  per- 
nance  lecords  for  the  period  ended  12/31/90  Past  performance  cannot  guarantee  future  results.  T  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


4C-CA 


A  Short  Quiz  for 
America's  Executives 


1.  Would  you  like  to  help  disadvantaged  young  people  get  an  education — 
and  a  job?  □  YES      □  NO 

2.  Does  your  company  have  excess  inventory,  services  or  assets  that  could  be 
used  by  colleges?  □  YES      □  NO 


3.  Could  your  company  use  a  tax  deduction  for  qualified 
inventory  donations?  □  YES      □  NO 

If  so,  EAL's  College  Opportunity  Program  may  be  for  you. 
EAL  targets  talented  youngsters  before  they  enter  their 
freshman  year  of  high  school,  then  mentors  them  for  four 
years  until  they  graduate. 

How  does  it  work?  EAL  trades  your  excess  goods  and 
services  to  a  college  for  tuition  scholarships  in  your 
name.  And  the  students  could  intern  with  you  in 
the  summer  as  part  of  the  package.  When  they 
graduate  from  college,  you  are  the  first  in  line 
to  recruit  them. 

The  result?  You  get  a  tax  write-off  for  the 
donations.  And  the  kids  get  a  leg  up  with 
their  education.  Not  bad! 


Many  of  America's  top  corporations  are 
already  committed  to  EAL. 

Why  not  join  them? 


Educational 
Assistance  Ltd. 

For  more  information, 
contact: 

Peter  Roskam 
Executive  Director 
(708)  690-0010 
P.O.  Box  3021 
Glen  Ellyn,  IL  60138 
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THOSE  WEAPONS  ALSO  SERVE 
THAT  ONLY  STAND  AND  WAIT 


In  vour  article  "Lessons  from  the 
front"  (Top  of  the  News,  Feb.  18),  you 
say  "some  of  the  most  sophisticated  and 
expensive  weapons  systems  in  the  U.  S. 
arsenal,  from  the  B-l  bomber  to  the  Tri- 
dent submarine,  have  been  absent  from 
the  fray — and  worse,  haven't  been 
missed."  This  is  absolutely  ridiculous 
and  demeans  a  worthwhile  article.  The 
U.  S.  has  weapons  it  never  wants  to 
use — weapons  of  deterrence  designed  to 
ensure  that  a  war  doesn't  start.  Con- 
gress will  make  a  great  error  if  it  deter- 
mines future  defense  spending  solely  on 
a  system's  relevance  to  Operation  Des- 
ert Storm. 

The  critical  lesson  is  that  we  need 
weapons  designed  to  cover  a  wide  spec- 
trum of  conflicts,  high-intensity  to  low- 
intensity,  strategic  to  tactical. 

Robert  Traylor 
Washington 

PAUL  CRAIG  ROBERTS, 
CENTRAL-PLANNING  ADVOCATE 

Paul  Craig  Roberts  is  correct  in  link- 
ing the  S&L  mess  and  the  recession 
to  "disastrously"  dropping  real  estate 
prices,  but  wrong  in  his  prescription 
("Rescuing  real  estate  will  save  banks 
and  the  economy,  too,"  Economic  View- 
point, Feb.  18).  The  "core  problem  we 
need  to  solve"  is  the  fact  that  the  tax 
incentives  he  advocates  were  in  place 
until  recently  and  promoted  excess  con- 
struction, especially  office  buildings. 
True,  restoration  of  a  20$  capital-gains 
tax  rate,  even  for  passive  investors,  and 
a  shorter  depreciation  period  would  add 
value  to  commercial  real  estate  over- 
night, but  how  long  can  we  continue  to 
build  new  office  buildings  when  existing 
office  space  can't  be  rented? 

A  tax  policy  that  artificially  stimulates 
real  estate  construction  far  beyond  the 
needs  of  the  marketplace  is  a  form  of 
central  planning,  and  centrally  directed 
economies  ultimately  result  in  economic 
pain.  Better  a  recession  now  than  a  de- 
pression later. 

William  R.  Powell 
Columbia,  Md. 


Roberts  responds:  Whether  or  not  there 
is  "excess"  office  capacity  depends 
upon  price.  Pulling  the  tax  rug  out 
from  under  properties  meant  that  ex- 
pected rents  could  no  longer  carry  the 
costs  of  the  properties.  Now  the  proper- 
ties are  falling  in  value  until  they 
reach  the  point  where  expected  rents 
cover  their  costs  for  new  owners. 

TAKING  THE  MEASURE 

Of  MARKET  RESEARCH  

Concerning  "The  bloodbath  in  market 
research"  (Marketing,  Feb.  11):  It's 
not  a  bloodbath  at  all  but  more  like  a 
normal  and  predictable  realignment  of 
the  industry.  Yes,  revenues  are  down  for 
the  large  market  researchers,  but  that 
doesn't  mean  Corporate  America's  appe- 
tite for  marketing  information  has  de- 
creased. The  sources  for  much  of  that 
information  have  shifted  to  the  smaller, 
more  specialized  marketing-research- 
and-consulting  firms. 

William  D.  Xeal 
Chairperson  of  the  Board-Elect 
American  Marketing  Assn. 

Atlanta 

Your  article's  remarks  about  SRI  In- 
ternational's VALS  psychographic- 
segmentation  system  contained  several 
errors.  VALS,  which  stands  for  "Values 
&  Lifestyles,"  was  created  by  SRI  Inter- 
national (formerly  the  Stanford  Re- 
search Institute)  in  1977;  we  have  main- 
tained, marketed,  applied,  and  improved 
the  system  in  the  14  years  since  then. 
The  name  VALS  is  also  a  trademark  of 
SRI  International. 

Susan  J.  Wong 
Director 

Values  &  Lifestyles  Program 
Menlo  Park,  Calif. 

AMERICANS  WOULD  BE  LUCKY 
TO  HAVE  CAHADIAH  HEALTH  CARE 

As  an  American  who  has  been  living 
in  Canada  for  the  past  16  years,  I 
have  become  increasingly  fed  up  with 
the  pronouncements  of  so-called  experts 
about  the  shortcomings  and  weaknesses 
of  the  Canadian  medical  system  ("Cana- 
dian health  care  wouldn't  win  kudos  in 
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Stan  Hart  Knows  A  Secluded  Course 

Where  The  Holes  Are  Challenging,  t  Now  Where  Do  You  Suppose 


It  only  follows  that  a  man  as  knowing  as  Stan  Hart  would  rent 
a  car  w  here  he  finds  the  most  luxury  Lincolns.  Where 
there  are  over  3,500  locations  worldwide.  Where  every 
rental  passes  twenty-five  quality  checks.  And  pnce  is 
never  a  handicap  Budget  1-800-527-0700. 

The  Smart  money  Is  On  Budget5"1 


We  feature  LiiKoln -Mercury  and  other  fine  cars 


2  U.  S.,"  Readers  Report,  Jan.  14). 
[  have  been  a  beneficiary  of  that  sys- 
n  and  have  certainly  not  found  it 
Mting.  The  longest  I  have  ever  had  to 
.it  for  an  appointment  with  my  family 
3tor  is  two  days.  Reaching  a  specialist 
ces  a  little  longer — except  in  cases  of 
lergency,  when  the  response  has  been 
mediate. 

We  in  Canada  do  pay  higher  taxes — 
d  excellent  medical  care  is  one  of  the 
nefits  we  receive.  Timothy  B.  Nor- 
sk's assertion  of  inferior  health  care  is 
ch  untrue  and  an  insult  to  the  Canadi- 
medical  profession.  One  final  point: 
like  in  my  native  country,  people  in 
nada  don't  die  because  they  can't  af- 
■d  medical  care. 

David  Hills 
Willowdale,  Ont. 


IE  MAN'S  AGGRESSION  IS 
IOTHER  MAN'S  DEFENSE  . . . 

'■he  naive,  moralizing  letter  of  28- 
year-old 'Michael  Burkhart,  who  de- 
■ibes  himself  "as  a  German  citizen  in 
s  country,"  more  than  outraged  me 
i  global  society  needs  peaceful  solu- 
ns,"  Readers  Report,  Feb.  18)! 
fie  implies  that  America  and  Britain 
;  now  the  warmongers  in  the  Persian 
If  and  have  been  warmongers  in  the 
St.  Burkhart  should  return  to  the  his- 
y  books  and  read  about  the  bombings, 
;cutions,  invasions,  and  carnage  con- 
zied  by  his  own  country  on  the  Euro- 
in  continent.  Those  aggressive  actions 
)voked  the  allied  response,  particular- 
that  of  Britain,  the  Soviet  Union,  and 
:  U.  S. 

Burkhart  has  apparently  overlooked 
country's  role  in  helping  Iraq  develop 
i  acquire  the  means  to  produce  weap- 
5  of  mass  destruction,  including  a 
uhrerbunker"  for  Iraq's  "Fiihrer"! 

Harold  E.  Collins 
Rockville,  Md. 

.  THE  CORNER  OFFICE 

GS  TO  DIFFER,  TOO  

"he  views  expressed  by  Michael  Burk- 
hart in  "A  global  society  needs 
aceful  solutions"  (Readers  Report, 
b.  18)  were  his  alone.  They  in  no  way 
'lect  the  views  of  the  Naisbitt  Group/ 
'  or  its  parent,  ICF  International. 

John  Elkins 
President 
Naisbitt  Group/ICF 
Washington 


ters  to  the  Editor  should  be  sent  to  Reade's 
:>ort.  Business  Week,  1221  Avenue  of  the  Ameri- 
.  New  York,  N.  Y.  10020.  Fax:  (212)  512-4464, 
3x:  12-7960,  Int!  4998204.  All  letters  must  in- 
ie  an  address  and  daytime  and  evening  tele- 
>ne  numbers.  We  reserve  the  right  to  edit  letters 
clarity  and  space. 
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Fidelity's 
Highest  Yielding 
Money  Market 


Spartan"  Money 
Market  Fund 


7.79 

Effective  Yield* 


% 


7.5a 

Current  Yield* 


High  Yields  Backed  By 

High  Quality  Standards 

With  Fidelity's  Spartan  Money 
Market  Fund,  high  current  yields  and 
high  quality  go  hand-in-hand.  The 
Fund  invests  only  in  high  quality 
government,  corporate  and  financial 
securities  and  is  managed  to  maintain 
a  stable  $1  share  price-while  seeking 
to  offer  Fidelity  's  highest  money 
market  yields. 


No  One  Backs  Its  Commitment 
To  High  Yields  Like  Fidelity 

Low  costs,  other  things  being  equal,  can  mean  higher  yields.  And 
only  Viddily  guarantees  low  costs  over  the  long  term.  Spartan  Money 
Market  Fund's  operating  expenses  will  not  exceed  0.45%  all  the  way 
through  1995.  Plus,  you  pay  only  for  the  transactions  you  make. 1 
(Minimum  investment:  $20,000) 

For  more  complete  information,  including  management  fees  and 
transaction  expenses,  call  or  write  for  a  free  prospectus.  Read  it 
carefully  before  you  invest  or  send  money. 

Visit  our  Nationwide  Investor  Centers 
or  call  24  hours 

1-800-544-8888 


Fidelity  tU-^  Investments 


^Annualized  historical  yields  for  the  "-day  period  ended  1/29/91.  Effective  \  ield  assumes  rein- 
vested income.  Yields  w  ill  van  Fidelity  is  temporarily  pay  mt>  a  portion  of  the  Fund's  expenses.  II 
Fidelity  had  not.  the  current  and  effective  y  ields  would  have  been  7  i0%  and  7.68%,  respectively. 
This  expense  limitation  may  he  terminated  or  revised  at  any  time,  at  which  time  expenses  will  go 
up  and  \  ield  will  go  down  (Through  12/31      expenses  will  not  exceed  .45%  )  'Transactions 
will  reduce  vour  \  ield  Fidelit\  Distributors  Corporation  ((ieneral  Distribution  \»ent)  l'O  Box 
660603,  Dallas.  TX  75266-060.3  CODE:  BW/SPM/030191 
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UNDERSTANDING  THE  MIND 
OF  THE  MIDDLE  EAST 


y  launching  an  all-out  war  against 
Iraq,  George  Bush  put  the  power 
'and  prestige  of  the  United  States 
on  the  line  in  a  region  whose  treacher- 
ous politics  can  make  losers  out  of  even 
the  most  powerful  outsiders. 

Bush  contends  that  the  war  is  purely 
about  righting  the  Iraqi  wrong  of  invad- 
ing Kuwait.  Saddam  Hussein  wants  it  to 
be  about  other  things:  the  Israeli  occupa- 
tion of  Arab  territory,  the  encroachment 
of  Western  civilization  on  the  Islamic 
world,  the  huge  gap  between  Arab  rich 
and  poor. 

Making  informed  judg- 
ments about  who  will  pre- 
vail is  hard  for  must 
Americans,  especially  be- 
cause their  understanding 
of  Middle  Eastern  history 
and  political  systems  is 
sketchy.  Watching  tele- 
vised gleanings  from 
briefing  rooms  and  air 
bases  can't  fill  that  gap. 
But  the  books  described 
here  will  acquaint  you 
with  the  region's  key  na- 
tions and  the  Arab  politi- 
cal mentality. 

You  might  start  with 
The  House  of  Saud  (1981, 

out  of  print)  by  David 
Holden  and  Richard 
Johns.  It's  the  best  bonk 
around  on  Saudi  Arabia,  with  whom  the 
U.S.  has  a  decades-long  relationship  so 
close  that  it  rivals  our  link  with  Israel. 
Robert    Lacev's   The  Kingdom  (1981)  is 

also  solid.  Both  tell  the  marvelous  tale  of 
the  al-Saud  family  and  the  rapid  trans- 
formation of  its  domain  from  desert 
wasteland  to  modern  industrial  state. 

America's  ties  with  Saudi  Arabia  are 
continually  questioned  in  Washington, 
perhaps  because  family-ruled  nations 
seem  anachronistic.  One  comes  away 
from  these  books  convinced  that  the  al- 
Saud  have  provided  a  more  stable  gov- 
ernment than  many  believe,  yet  wonder- 
ing how  long  they  can  hold  power.  These 
books  abound  with  tales  of  corruption, 
and  they  reveal  a  streak  of  religious  con- 
servatism that  may  be  unleashed  by  the 
presence  of  so  many  infidel  soldiers  so 
near  the  shrines  of  Mecca  and  Medina. 
The  royal  families  of  Saudi  Arabia,  as 
well  as  Kuwait  and  the  other  gulf  sheik- 


doms, could  also  be  in  for  increasing 
sniping  from  within  and  without  if  their 
countries  emerge  from  the  war  as  virtu- 
al U.  S.  protectorates. 

To  the  Iraqis  in  the  north,  the  oil  king- 
doms have  long  seemed  illegitimate  and 
backward.  The  Iraqis  contend  that  the 
monarchies'  riches  should  belong  to  all 
Arabs.  How  they  came  to  such  views, 
which  encouraged  Saddam  Hussein's 
Aug.  2  move  into  Kuwait,  is  vividly  set 
forth  in  Republic  of  Fear  (1989),  a  chilling 
study  of  life  under  the  Baghdad  regime 
by  a  pseudonymous  Iraqi  exile,  Samir  al- 


wfix  books  that 
help  explain 
the  Arabs  and 
their  fractured 
political  world 


Khalil.  Through  the  prism  of  its  Baathist 
ideology,  the  Baghdad  regime  sees  itself 
as  the  area's  most  progressive  society. 
Before  the  war,  Saddam  did  make  major 
economic  gains.  But  he  went  much  fur- 
ther in  perfecting  the  art  of  repression. 
Saddam  has  spies  everywhere,  Khalil 
writes,  and  uses  terror  to  keep  his  vast 
army  in  line.  Saddam's  control-through- 
fear  will  make  it  hard  to  get  rid  of  him 
even  if  he  badly  loses  the  war. 

Although  Saddam's  bloodthirstiness  is 
well-known  in  the  Arab  world,  he  enjoys 
considerable  support.  His  horrendous 
record  of  repression  doesn't  count  that 
much  against  him;  he's  only  the  worst  of 
a  bad  lot  of  leaders.  What  he  stands  for 
is  more  important.  In  Jordan,  the  West 
Bank,  and  Algiers,  he  provides  an  outlet 
for  frustration  with  Israel  and  the  West. 

Ill  The  Arab  Predicament  (1981),  Leba- 
nese-born  scholar  Fouad  Ajami  describes 
the  growing  alarm  with  which  modern 


Arabs  have  watched  Western  civilizai 
outclass  their  own.  The  most  vim 
symbol  of  this  gap  has  been  Isrl 
which,  though  tiny,  has  parlayed  WJ 
em  technology  and  organizational  si 
into  regional  military  dominance.  1 
Arab  obsession  with  Israel  is  only  syl 
tomatic  of  larger  failures.  As  Ajl 
points  out,  the  Arabs  have  been  unjj 
to  create  healthy  political  systems  t| 
would  exploit  their  considerable  talaj 
and  their  vast  stores  of  oil. 

Instead,  continued  confrontation  v| 
Israel  is  an  excuse  for  the  creation) 
powerful  police  states  and  enormous  \ 
fense  expenditures.  A  prime  exampll 
Syria,  whose  armed  forces,  British  I 
thor  Patrick  Seale  writes  in  Asad  (191 
consumed  over  507'  of  the  governmei. 
1980  budget.  Written  more  like  a  thriS 
than  a  biography,  Seale's  portrait  of  | 
fez  al-Asad  describes  how  the  Syrj 
President  used  violence  and  intrigues 
rise  from  obscure  poverty.  Asad  o\\ 
ates  in  the  same  wayj 
geopolitics.  In  1982,  Is 
el,  pursuing  the  PLO! 
Lebanon,  smashed  the 
cupying  Syrians  as  vn 
Seale  analyzes  how  A;, 
exploited  bombings  a 
assassinations  and  mail 
ulated  Lebanese  milit 
to  turn  his  humiliating 
feat  into  even  grea1 
control  of  that  country 
Saddam  doubtle 
hopes  to  emerge  fr< 
this  war  with  a  similar 
litical  victory.  But 
seems  nowhere  near 
shrewd  as  Asad,  and 
has  picked  a  much  1< 
promising  battlegroui 
For  him,  a  better  model 
the  Suez  War,  which  made  a  regioi 
hero  of  Egyptian  President  Gamal  Ab< 
Nasser,  or  the  1973  War,  which  brie 
did  the  same  for  Anwar  Sadat. 

The  Road  to  Ramadan  (1975,  out 
print),  by  the  prolific  and  entertaini 
Egyptian  journalist  Mohamed  Heikal, 
a  highly  readable  study  of  the  1973  w 
In  the  end,  the  Israelis  gained  an  edj 
But  Arabs  celebrate  the  war  as  a  \ 
tory.  By  crossing  the  Suez  Canal,  t 
Egyptians  proved  that  they  could  def( 
the  Israelis — at  least  at  a  place  and  tii 
of  their  choosing. 

That  war  set  in  motion  the  negot 
tions  that  led  to  Israel's  relinquishing 
the  vast  Sinai  peninsula — a  wrenchi 
concession  for  Israel.  A  political  victc 
for  Saddam  Hussein  could  have  mu 
more  serious  consequences  for  the  U. 
in  the  region. 

BY  STANLEY  RE 
Reed  reported  from  Iraq  in  September. 
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"Baptist  Medical  Center  is 
an  acute  care  hospital  with 
572  beds. ..and  we  treat 
about  100,000  patients  a 
year.  Our  medical  records 
department  works  24  hours 
a  day  to  transcribe  doctors' 
reports  and  keep  our  patient 
records  up  to  date." 

"'So  we  can*t  afford  to 
be  out  of  service  for  even  a 
few  hours.  Which  is  why 
we  were  looking  for  a 
dictation  system  that  was 
reliable. ..that  offered  us 
room  for  growth. ..and  that 
gave  us  the  service  we 
needed.  Dictaphone  was 
head  and  shoulders  above 
the  rest." 

"Today,  we  process 
routine  physicals  and 
medical  histories  in  four 
hours,  instead  of  48  hours. 
And  it's  all  because  of  our 
Dictaphone  system." 

"I  would  strongly 
recommend  Dictaphone. 
They  offer  outstanding 
service  and  support." 

At  Dictaphone,  a  Pitney 
Bowes  company,  customer 
satisfaction  is  a  commitment 
that's  at  the  very  fiber  of 
our  business.  It  shapes  the 
attitudes  and  actions  of  out- 
people.  And  it' s  reflected 
in  the  quality  and  reliability 
of  our  products.  What's 
more,  we  back  it  up  with 
our  Customer  Satisfaction 
Guarantee"'  For  more 
information,  call  1-800- 
MR  BOWES  ext  1045. 


"We've  reduced  the  transcription 
time  for  doctors'  reports  from 
48  hours  to  4... and  I 


5? 


give  Dictaphone 
100%  credit. 


June  Bass 

Director,  Medical  Records 
Baptist  Medical  Center 
Jacksonville,  Florida 


Msies 


Co 


pos1 
6a< 


,\a<3e 


an' 


Code 


oint 


TREASURY'S  MIDTERM  REPORT  CARD: 
SHOWS  PROMISE.  NEEDS  IMPROVEMENT 


BY  ALAN  S.  BLINDER 


It  sailed  through 
the  easy  essay 
questions  on  bank 
reform.  On  the 
tougher  ones,  it 
displayed  a 
limited  imagination 


ALAN  S.  BLINDER  IS  THE  GORDON  S. 
RENTSCHLER  MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON 
AND  THE  AUTHOR  OF  HARD  HEADS, 
SOFT  HEARTS 


ear  Mr.  and  Mrs.  Taxpayer: 
This  is  the  report  on  the  midterm  exam 
of  your  scion,  U.  S.  "Bill"  Treasury,  in 
his  course  on  banking  reform.  Of  the  six  ques- 
tions, the  first  two  were  quite  easy  and  Trea- 
sury handled  them  well.  On  the  four  that  re- 
quired deeper  thought,  however,  Treasury 
showed  limited  creativity  and  questionable 
judgment.  Overall,  its  performance  was  only 
passable.  Herewith,  a  brief  rundown. 

■  Should  interstate  banking  be  permitted? 
This  question  was  a  "gimme,"  and  we  are 
happy  to  report  that  Treasury  got  it  right. 
Virtually  every  economist  and  banking  expert 
agrees  that  America's  restrictions  on  inter- 
state banking  are  an  absurd  anachronism  that 
fosters  inefficiency.  The  only  arguments  on 
the  other  side  are  thinly  disguised  excuses  for 
protecting  local  pockets  of  monopoly. 

Efficient  local  bankers  should  be  able  to  use 
their  superior  knowledge  of  the  territory  to 
compete  successfully  with  behemoths  from 
distant  New  York  or  San  Francisco.  If  they 
cannot,  they  probably  deserve  to  fold. 

■  Should  there  be  fewer  regulators?  Treasury 
once  more  said  "yes,"  which  is,  again,  the 
obviously  correct  answer.  Anyone  with  a  lick 
of  sense  can  see  that  regulatory  supervision  is 
now  dispersed  among  too  many  agencies:  the 
Federal  Reserve  System,  the  Comptroller  of 
the  Currency,  the  Federal  Deposit  Insurance 
Corp.,  and  state  banking  commissions.  This 
not  only  creates  a  maze  of  overlapping  juris- 
dictions with  partially  conflicting  rules  but 
also  invites  bankers  to  shop  around  for  the 
most  lenient  treatment. 

■  Who  should  regulate  the  banks  and  how?  On 

this  much  harder  question,  Treasury's  answer 
was  satisfactory  at  best.  The  effect  of  its  rec- 
ommendation to  consolidate  federal  regulators 
into  two  agencies — the  Fed  and  a  new  agency 
created  by  merging  the  Comptroller  with  the 
Office  of  Thrift  Supervision — was  to  emascu- 
late the  Fine.  We  gave  part  credit  here  be- 
cause two  is  better  than  four.  But  why  reduce 
the  FDIC  to  the  role  of  bookkeeper?  We  would 
have  thought  that  the  FDIC  would  be  a  vigilant 
regulator  since  it  is  left  holding  the  deposit- 
insurance  bag  whenever  a  bank  fails. 

Treasury  did,  however,  score  significant 
points  for  one  creative  innovation.  It  recom- 
mended subjecting  banks  to  tighter  regulation 
as  their  capital  declines,  just  as  regulators  of- 
ten do  now  on  an  informal  basis.  Under  the 
Treasury  plan,  well-capitalized  banks  would 
face  a  more  permissive  regulatory  environ- 
ment— and  lower  deposit-insurance  premi- 
ums— than  their  less  well-capitalized  brethren. 
Since  banks  with  thicker  capital  cushions  are 
inherently  safer,  this  proposal  shows  a  real 


understanding  of  basic  economic  conceb 

■  Should  banks  be  brokerages?  This  wai  ; 
tough  question,  with  good  arguments  on  b|l 
sides.  On  the  one  hand,  we  are  skeptical  t| 
anyone  can  build  a  "firewall"  between  a  hi] 
and  its  related  securities  firm  that  will  rem* 
impregnable  in  a  real  blaze.  So  allowing  bah 
to  sell  and  underwrite  securities  would  prcm 
bly  make  banking  riskier.  Furthermore,  jjj 
ther  history  nor  the  current  state  of 
Street  gives  any  reason  to  think  that  bal 
will  make  money  in  these  new  lines  of  bl 
ness.  Finally,  we  doubi  that  costs  will  I 
greatly  reduced  by  merging  banking  and  se| 
rities  operations  into  a  single  company. 

On  the  other  hand,  banks  must  now  comp 
with  brokerage  houses  and  mutual-fund  c( 
panies  in  the  lending  and  deposit-taking  bi 
nesses  but  are  barred  from  invading  the  ho 
turfs  of  their  adversaries.  This  seems  paten 
unfair  and  is  progressively  weakening 
banks.  So,  on  balance,  we  think  Treasury  v 
right  to  say  that  banks  should  be  allowed  i 
the  securities  business.  However,  we  quest 
the  wisdom  of  taking  this  step  without  refoil 
ing  deposit  insurance  (see  final  question). 

■  Should  industrial  companies  own  bank 
Treasury  answered  "yes,"  as  a  way  to  attrJ 
much-needed  capital  into  banking.  We  und 
stand  the  argument  but  believe  it  is  a  we] 
one.  Little  new  capital  will  flow  into  banki 
in  its  currently  unprofitable  state,  and  pled 
of  new  capital  will  become  available  when  a 
if  bank  profitability  is  restored.  We  wonder 
Treasury  thought  through  what  might  ha 
happened  in  the  past  had  there  been  a  Chr 
ler  Bank  or  an  Eastern  Air  Lines  Bank.  Alio 
ing  nonfinancial  corporations  to  hold  contr 
ling  interests  in  banks  has  the  potential 
create  monumental  conflicts  of  interest  wh 
making  the  banking  system  more  vulnerat 
to  disruption — surely  a  losing  combination. 

■  How  to  fix  the  deposit-insurance  systen 
Despite  a  wide  consensus  that  basic  reform 
necessary  and  many  creative  suggestior 
Treasury  proposed  a  grin  without  a  cat.  Po 
show!  Limiting  each  person  to  two  accounts 
any  one  bank  does  nothing  but  force  people 
means  to  hold  accounts  in  many  banks.  This 
no  more  than  a  bookkeeping  nuisance.  V 
would  like  to  have  seen  some  attention  giv< 
to  restricting  banks'  ability  to  use  insured  c 
posits  to  fund  risky  ventures. 

As  you  can  see,  while  the  simple  questio 
were  answered  correctly,  few  of  the  diffici 
ones  were.  Treasury  needs  to  focus  mo 
clearly  on  the  issues  at  hand  before  the  fin 
exam.  A  few  stern  words  from  you  might  he] 

Yours  trul 
The  University  of  Hard  Knoc 
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ECONOMIC  VIEWP' 


Drambuie  salutes  golf  legend 
Amos  Scougal,  who  in  1793  hit  seven  consecutive  eagles. 
Unfortunately,  he  also  hit  one  bear. 


■ 


k  Some  say  Amos  was  later  seen  at  the  19th  hole,  discussing  the  ordeal  over  his 

favorite  liqueur,  Drambuie.  Others  say  it  was  atop  a  large  pine  tree  that  he  was  last 
1  seen.  Drambuie.  Uniquely  flavored  with  wild  heather  honey  and  the  finest  malt 
I  whiskies.  Scottish  in  origin,  distinctive  in  taste,  unchanged  since  1745. 

*  Drambuie.The  stuff  legends  are  made  of. 


l*M.l.l..H>il75rc 

BY  GENE  KORETZ 


THIS  GENERATION  GAP 
COULD  JUMP-START 
DETROIT  . . .   

By  all  accounts,  there's  still  no  light 
at  the  end  of  the  tunnel  for  the 
bellwether  auto  industry.  Domestic- 
make  car  sales  slumped  to  a  5.7  million- 
unit  annual  rate  in  January,  the  slowest 
pace  since  the  last  recession.  And  total 
car  and  light-truck  sales  hit  an  11  mil- 
lion-unit rate,  compared  with  13.9  million 
in  all  of  last  year  and  an  average  15.5 
million  clip  in  '1986-88. 

The  woes  besetting  the  auto  sector, 
which  usually  turns  up  well  before  over- 
all business  activity,  have  raised  fears 


MORE  AND  MORE  U.S.  CARS 
ARE  SHOWING  THEIR  AGE 


PASSENGER  CARS  THAT  ARE 

AT  LEAST  NINE  YEARS  OLD 

1970 

1980 

1989 

▲  PERCENT  OF  ALL  CARS 

DATA:  MOTOR  VEHICLE  MANUFACTURERS  ASSN. 

that  the  carmakers  and  the  economy  are 
in  for  a  long  recessionary  siege.  Indus- 
try analysts,  who  are  accustomed  to  tak- 
ing the  long  view,  however,  are  more 
sanguine.  They  note  that  underlying  de- 
mand fueled  by  demographic  factors  and 
replacement  needs  are  building  the  foun- 
dation for  recovery,  even  as  the  near- 
term  outlook  remains  murky. 

"Sooner  or  later,  all  cars  die,"  says 
Philip  K.  Fricke,  who  covers  the  auto 
industry  for  Prudential-Bache  Securities 
Inc.  "Sooner  or  later,  replacement  de- 
mand for  cars  should  start  to  drive  a 
potentially  strong  cyclical  rebound  as  a 
large  portion  of  the  176  million  cars  and 
light  trucks  on  the  road  are  retired." 

Though  the  U.  S.  car  fleet  grew 
steadily  younger  in  the  early  postwar 
decades,  it  has  aged  sharply  in  the  past 
dozen  years.  The  average  age  of  U.  S. 
passenger  cars  was  about  7.6  years  in 
1989,  with  367'  at  least  9  years  old 
(chart)  and  197  at  least  12  years. 

While  part  of  the  reason  for  greater 
car  longevity  may  be  improved  durabil- 


ity, it's  clear  that  the  high  price  of  new 
cars  and  slow  growth  in  consumer  in- 
comes has  induced  a  lot  of  car  owners  to 
keep  their  clunkers  running  longer. 
Nonetheless,  aging  jalopies  can  be  kept 
in  service  for  only  so  long,  and  a  grow- 
ing number  of  cars  are  approaching  the 
12-  or  13-year  span  that  some  industry 
observers  estimate  is  the  average  life 
of  a  car. 

The  huge  surge  in  new  car  and  light1 
truck  sales  in  the  mid-1980s,  says  Fricke, 
essentially  satisfied  the  pent-up  demand 
generated  during  the  sharp  sales  slump 
at  the  start  of  the  decade.  But  his  calcu- 
lations indicate  that  auto  and  light-truck 
sales  have  now  fallen  well  below  the 
level  dictated  by  normal  growth  and 
scrappage  and  will  probably  run  only 
13.2  million  this  year,  even  though  they 
could  be  on  the  upswing  by  spring. 

Noting  that  scrappage  hit  11.2  million 
vehicles  in  1989,  the  highest  level  in  his- 
tory except  for  1979,  Fricke  expects  the 
number  of  retired  vehicles  to  climb  to  14 
million  units  within  a  few  years.  Assum- 
ing the  vehicle  population  grows  at  a 
1.57  compound  annual  rate  in  the  1990s, 
compared  with  2.67  in  the  1980s  and 
3.87'  in  the  1970s,  he  figures  that  re- 
placement demand  will  push  total  auto 
and  light-truck  sales  above  a  16  million- 
unit  annual  rate  by  1993-94. 

"We  think  an  auto  recovery  could 
come  as  soon  as  the  second  half  of  this 
year,"  says  Fricke.  "But  given  the 
underlying  growth  in  demand  generated 
by  replacement  needs,  the  longer  a  re- 
bound is  delayed,  the  stronger  it  is 
likely  to  be." 


. . .  AND  A  HOUSING 
REVIVAL  MAY  BE  ON 
THE  DRAFTING  BOARD 

Housing  market  observers  are  also 
looking  far  ahead.  Economist  Giulio 
Martini  of  Sanford  C.  Bernstein  &  Co. 
doesn't  expect  a  snappy  housing  recov- 
ery this  year,  partly  because  he  thinks 
the  market  has  only  recently  moved  be- 
low underlying  demand.  But  his  longer 
outlook  is  considerably  brighter. 

Martini  points  out  that  housing  starts 
during  the  depressed  1979-82  period  ac- 
tually fell  below  new  household  forma- 
tions by  about  350,000  units  a  year — and 
that's  not  counting  replacement  needs. 
Thus,  huge  pent-up  demand  fueled  a 
housing  explosion  when  the  recovery  be- 
gan in  1983,  pushing  starts  to  a  peak 
1.81  million  units  in  1986. 

By  1988,  however,  Martini  calculates 
that  residual  housing  needs  from  the 
early  1980s  had  been  satisfied,  and 
starts  were  moving  closer  in  line  with 


underlying  demand.  It's  only  in  the! 
year  or  so,  he  says,  "that  starts  A 
fallen  below  that  level." 

The  upshot,  says  Martini,  is 
there's  relatively  little  pent-up  den 
for  housing  to  fuel  a  strong  bounce! 
this  year,  even  if  interest  rates  keep 
ing.  The  good  news,  however,  is  that 
estimates  suggest  that  basic  dem 
over  the  next  five  years — reflecting 
erage  annual  household  growth  of  al 
1.2  million  and  replacement  needs 
250,000  units  a  year — will  require  al 
1.45  million  starts  annually.  That  c 
pares  with  about  1.2  million  units  stai 
last  year. 


WHY  CREDIT  -CARD 
RATES  ARE 
DEFYING  GRAVITY 


IS  THE  ECONOMY'S 
PARACHUTE 

READY  TO  OPEN?  

'llfr'n1  hardly  out  .it'  the  woi 
WW  yet,"  says  economist  Irwin 
Kellner  of  Manufacturers  Hano1 
Trust  Co.  "But  the  free-fall  in  the  eco 
my  seems  to  have  ended." 

Kellner's  evidence:  Weekly  jobless 
surance  claims  have  dropped  by  ah 
60,000  from  their  level  in  mid-Decem 
and  appear  to  have  stabilized,  wl 
help-wanted  advertising  rose  slightly 
December.  .Nondefense  capital  goods 
ders  jumped  in  December,  January  s 
a  healthy  1.37  rise  in  department  sb 
sales,  mortgage  rates  are  at  a  four-y 
low,  and  gasoline  prices  in  many  lo< 
ities  are  back  down  to  pre-invasion  lev 
and  are  probably  headed  lower. 


One  reason  the  Federal  Reservi 
having  so  much  trouble  jump-st 
ing  the  economy  by  pushing  intei 
rates  down  is  that  many  hard-pres 
banks  just  won't  cooperate.  They 
continuing  to  milk  one  of  their  n 
profitable  lines  of  business:  credit  ca: 
Bank  credit-card  rates  peaked  at  cl 
to  197  in  early  1985  and  then  mo 
down  below  187  in  1987  and  1988.  : 
they  turned  up  in  early  1989  and  t 
rose  steadily  last  year.  In  the  foi 
quarter,  they  hit  18.23% — their  high 
level  since  1986. 

"Even  if  delinquencies  rise  appre 
bly,"  says  economist  Nancy  R.  Lazar 
C.  J.  Lawrence  Inc.,  "the  banks  will  i 
be  making  a  bundle  on  their  credit-c 
business.  But  obviously,  such  ou 
geous  rates  aren't  likely  to  induce  c 
sumers  to  borrow  more." 
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RECOVERY?  NOT  UNTIL 
:0NSUMERS  SNAP  OUT  OF  IT 
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r here's  a  new  "R"  word  floating  around:  Not  reces- 
sion, but  recovery.  The  stock  market  thinks  it  sees 
one  in  easy  money,  low  inflation,  lean  inventories, 
\d  Mideast  peace.  Clearly,  those  are  important  ele- 
cts of  a  turnaround,  but  unless  people  start  spending, 
le  market's  vision  will  turn  out  to  be  a  mirage. 

Flagging  demand,  led  by  the 
dropoff  in  consumer  buying, 
dragged  the  economy  into  re- 
cession, and  getting  consumers 
and  businesses  to  spend  again 
may  take  longer  than  the  mar- 
ket thinks.  The  troubles  run 
deep.  Consumers  still  face  fad- 
ing incomes,  heavy  debts,  and 
low  savings.  Peace  in  the  gulf 
won't  change  that.  Many  com- 
panies are  also  saddled  with 
ebt,  and  profits  are  too  poor  for  executives  to  think 
bout  boosting  outlays  for  plants  and  equipment. 
Right  now,  the  financial  problems  of  consumers  are 
f'fsetting  the  Federal  Reserve  Board's  cuts  in  interest 
ites,  and  increasingly  stingy  banks  are  just  making 
latters  worse.  New  homes  aren't  selling,  so  builders 
ren't  building.  Car  buying  is  at  recession  levels,  and 
ales  of  most  other  goods  are  faring  just  as  poorly.  As 
sual,  manufacturing  is  getting  hit  especially  hard. 

FACTORIES  That's  not  what  many  economists  were 
ARE  STILL      predicting  a  few  months  ago.  They  ex- 

LOSIHG  pected  the  industrial  side  of  the  economy 
GROUND  t0  weather  this  recession  in  relatively 
ood  shape.  Exports  now  take  a  record  20%  of  factory 
utput.  Factories  have  inventories  and  debt  under  con- 
rol.  And  solid  productivity  gains  have  helped  cut  unit 
ibor  costs  and  boost  profitability. 

All  this  certainly  puts  factories  in  a  good  position  to 
ike  advantage  of  the  recovery  when  it  arrives.  But  until 
onsumer  demand,  capital  spending,  and  homebuilding 
et  back  on  track,  manufacturing — and  the  economy — 
nil  not  be  able  to  make  much  headway. 

It  is  true  that  industrial  activity  is  on  a  roll,  but  the 
irection  is  downhill.  In  January,  the  combined  output  of 
he  nation's  mines,  utilities,  and  factories  fell  by  0.5%, 
he  fourth  consecutive  decline  (chart).  And  the  December 
ata  were  revised  sharply  lower,  to  show  a  1.17c  decline 
i  output  instead  of  the  0.6%  decrease  first  reported. 

Manufacturers  cut  production  by  0.4%  in  January,  so 
hat  output  now  stands  1.1%  below  last  year's  level.  Few 
idustries  remain  untouched  by  slack  demand,  and  that 


is  causing  more  and  more  factories  to  stand  idle.  Operat- 
ing rates  for  all  industry  dropped  to  a  four-year  low  of 
79.9%  in  January.  In  manufacturing,  only  78.8%  of  capac- 
ity was  in  use,  with  extremely  low  operating  rates  in  the 
auto,  steel,  and  apparel  industries.  Slack  production 
schedules  indicate  that  laid-off  factory  workers  won't  be 
called  back  to  their  jobs  anytime  soon. 

PRICES  The  increase  in  excess  capacity  continues 
HEATED  UP     to  take  upward  pressures  off  prices,  al- 

IN  though  that  wasn't  so  clear  in  the  Janu- 

JANUARY  ary  price  reports.  Producer  prices  for  fin- 
ished goods  dipped  0.1%,  mainly  reflecting  a  10%  drop  in 
gasoline  prices.  But  excluding  the  volatile  food  and  ener- 
gy components,  prices  of  finished  goods  jumped  0.5%. 

Some  of  that  large  rise  probably  has  more  to  do  with 
flukes  in  the  government's  seasonal  adjustment  than 
reality.  Car  prices,  for  example,  reportedly  surged  2%  in 
January,  even  though  car  sales  are  the  weakest  in  years. 

Measurement  problems  also  crept  up  in  the  govern- 
ment's latest  report  on  consumer  prices.  The  consumer 
price  index  increased  by  0.4%  in  January  and  a  whopping 
0.8%  excluding  food  and  energy. 

The  Labor  Dept.  reported  jumps  in  the  costs  of  hotel 
rooms  and  apparel.  But  considering  the  heavy  discount- 
ing by  retailers  and  the  slowdown  in  travel  by  consum- 
ers and  businesses,  these  price  increases  should  fall  back 
in  coming  months.  Plus,  higher  taxes  on  tobacco  and 
liquor  products  caused  some  of  the  gain. 

Even  so,  inflation  may  be  a 
tougher  foe  than  the  Fed  ex- 
pects. Fed  Chairman  Alan 
Greenspan  outlined  the  central 
bank's  economic  forecast  for 
1991  during  his  semiannual  re- 
port to  Congress  on  Feb.  20. 
The  Fed  expects  the  economy  to 
grow  in  the  range  of  0.75%  to 
1.5%  this  year,  with  inflation  de- 
clining to  between  3.25%  to  4%, 
as  measured  by  the  CPI 


RECESSION  HASN'T 
TAMED  INFLATION  YET 


JULY '90  JAN  91 

▲  PERCENT  CHANGE  FROM  SIX  MONTHS  AGO, 
ANNUAL  RATES 

DATA:  LABOR  DEPT. 


So  far,  though,  the  recession  has  had  little  effect  on 
consumer  prices.  Since  last  summer,  the  CPI  excluding 
food  and  energy  is  up  at  a  5.5%  annual  rate,  about  the 
same  as  the  5.7%  pace  of  the  prior  six  months  (chart). 
Service  inflation  remains  a  problem.  The  sluggish  de- 
mand for  goods  is  tamping  down  price  increases  in  that 
sector — but  at  the  expense  of  job  and  output  cuts. 

Indeed,  the  weak  January  production  numbers  mean 
that  industrial  activity  started  the  first  quarter  at  an 
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annual  rate  of  6.77  below  its  fourth-quarter  average. 
Because  demand  is  so  sluggish,  output  is  unlikely  to 
make  up  much  ground  in  February  and  March.  That 
suggests  another  quarter  of  decline  for  the  economy. 


SO  MANY 
'FOR 
SALE' 
SIGNS 


Some  of  the  hardest  hit  producers  in  the 
factory  sector  are  suppliers  to  the  con- 
struction industry.  Output  of  building  ma- 
terials plunged  1.8%  in  January  and  has 
fallen  by  77  since  the  summer.  Builders  and  their  suppli- 
ers will  suffer  even  after  the  economy  picks  up,  because 
new  demand  will  be  met  by  existing  buildings. 

The  overload  of  unsold  homes  is  acute,  and  that's 
keeping  homebuilding  dead  in  the  water.  In  January, 
housing  starts  skidded  12.8%,  to  an  annual  rate  of  just 
850,000 — the  lowest  building  pace  in  nine  years  (chart). 

The  January  slide  was  the 
11th  in  the  past  12  months,  and 
the  slump  is  affecting  all  re- 
gions. In  the  South,  starts  fell 
to  their  lowest  level  on  record  in 
January,  despite  the  region's 
rapid  population  growth. 

The  drop  in  construction  is 
also  hurting  the  production  of 
home-related  goods.  Appliance 
output  is  down  16.8%  from  a 
year  ago,  and  production  of  fur- 


HOUSING  HITS 
A  NINE-YEAR  LOW 


JAN.  '91 


▲  MILLIONS  Of  UNITS,  ANNUAL  RATES 
DATA  COMMERCE  DEPT. 


niture  is  off  4.87.  Because  these  high-priced  items  are 
usually  bought  on  credit,  most  households  will  postpone 
purchasing  them  until  job  prospects  become  more  secure 
and  interest  rates  for  consumers  fall  lower. 

But  when  spending  for  home  goods  and  other  items 
does  turn  around,  output  should  increase  quickly.  That's 
because  businesses  are  keeping  very  few  extra  goods  on 
hand.  Inventories  held  by  manufacturers,  wholesalers, 
and  retailers  fell  by  0.7%  in  December,  to  $810.7  billion. 
That  was  the  biggest  monthly  drop  in  nearly  eight  years. 


Retailers,  in  particular,  have  been  keeping  a  keen 
on  inventories  in  order  to  hold  down  costs.  In  Decemfo 
store  inventories  fell  0.8%,  after  falling  by  0.2%>  in  Nl 
vember.  Heavy  price  discounting  continued  in  Januar 
suggesting  that  retail  inventories  were  pared  furthe 
Troubles  at  stores  also  means  production  of  consume 
goods  will  remain  .weak  this  quarter. 


THE 
TRADE 
GAP  IS 
CLOSING 


It  isn't  just  U.  S.  producers  who  are  beinl 
squeezed.  Imports  fell  by  7.9%  in  Deceit 
ber,  to  $39.7  billion.  After  adjusting  fc 
prices,  real  imports  are  1.5%  below  the: 
pace  of  a  year  ago,  with  declines  in  cars  and  consume; 
goods  chiefly  responsible. 

The  decline  in  imports  is  helping  to  narrow  the  trad! 
deficit.  In  December,  the  trade  gap  fell  to  $6.3  billioi 
from  $8.9  billion  in  November.  Cheaper  foreign  o< 
helped  pare  imports  in  December,  but  even  excludin; 
petroleum,  imports  dropped  6.1%. 

But  if  the  U.  S.  recession  is  cutting  into  our  imports 
economic  slowdowns  abroad  are  hitting  U.  S.  exporter 
as  well.  Exports  fell  2.1%  in  December,  to  $33.5  billior 
Growth  in  exports  is  slowing  to  countries  such  as  Cana 
da  and  Britain,  where  economies  are  stagnating. 

Still,  the  overall  trend  of  exports  is  up,  and  the  trad 
picture  is  improving.  After  price  adjustments,  the  fourth 
quarter  deficit  shrank  by  almost  a  third  from  a  yea 
earlier.  Weak  U.  S.  demand  for  imports  and  slower  bu 
steady  growth  in  exports  should  narrow  the  trade  ga] 
further  in  the  first  quarter. 

Looking  ahead,  though,  manufacturing — and  the  econ 
omy — will  need  more  than  a  shrinking  trade  deficit  t< 
mount  a  recovery.  Even  more  cuts  in  interest  rates  fron 
the  Fed  seem  necessary  before  domestic  spenders  car 
start  to  see  gains  in  incomes  and  profits  that  will  helj 
them  shake  off  their  debt  problems  and  start  buying 
again.  Until  that  happens,  manufacturing  will  be  just  £ 
well-oiled  machine  without  any  gasoline. 


THE  WEEK  AHEAD 


DURABLE  GOODS  ORDERS 


Tuesday,  Feb.  26,  8:30  a.m. 
New  orders  placed  with  durable-goods 
makers  probably  fell  by  about  1.2'a  in 
January,  say  economists  surveyed  by 
MMS  International,  a  unit  of  McGraw-Hill 
Inc.  Orders  had  risen  3.4%  in  December 
but  plunged  10.1$  in  November. 

GROSS  NATIONAL  PRODUCT  (REVISIONS) 

Wednesday,  Feb.  27,  8: JO  a.m. 
The  MMS  consensus  is  that  the  fourth- 
quarter  GNP  will  be  revised  slightly  low- 
er to  show  a  2.39*  annual  rate  of  decline, 
instead  of  the  2.17  drop  originally  fig- 
ured by  the  Commerce  Dept.  That's  sug- 
gested by  the  downward  revisions  to  the 
December  data  on  retail  sales  and  indus- 


trial production.  Economists  also  expect 
an  upward  revision  to  the  growth  in  the 
GNP  price  deflator,  to  a  37  annual  rate 
from  the  previous  estimate  of  2.87. 

PERSONAL  INCOME  

Thursday,  Feb.  28,  10  a.m. 
Personal  income  was  likely  unchanged  in 
January  after  a  large  0.77<  increase  in 
December.  However,  consumer  spending 
probably  dropped  by  about  0.2%  in  Janu- 
ary after  rising  0.7$  in  December. 
That's  suggested  by  falling  new-car  pur- 
chases and  weak  sales  at  other  retailers. 

LEADING  INDICATORS  

Friday,  Mar.  1,  8:30  a.m. 

The  MMS  economists  project  the  index  of 

leading  indicators  will  fall  by  0.4%  in 


January.  The  index  managed  a  smali 
0.1%  gain  in  December  but  had  declinec 
in  each  of  the  previous  four  months. 

NAPM  SURVEY  

Friday,  Mar.  1,  10  a.m. 
The  National  Association  of  Purchasing 
Management's  index  of  industrial  activi 
ty  probably  rose  to  just  38.27  in  Febru 
ary  from  37.7$  in  January,  according  tc 
the  MMS  survey.  That  would  be  the  firsl 
increase  in  nine  months. 

CONSTRUCTION  SPENDING  

Friday,  Mar.  1,  10  a.m. 
Construction  spending  likely  fell  by  0.7$ 
in  January,  say  MMS  economists.  In  De 
cember,  outlays  declined  by  0.5%,  the 
ninth  drop  in  a  row. 
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THE  GULF  WAR  I 


A  HIGH-RISK  EHDGAW 

APPARENTLY  CONVINCED  THAT  TOTAL  VICTORY  IS  WITHIN  REACH,  BUSH  IS  Dl< 


Wars  end  with  in- 
delible images.  In 
the  ease  of  Viet- 
nam, it  was  the 
haunting  picture  of 
desperate  evacuees 
trying  to  climb 
aboard  a  helicopter 
hovering  over  the  roof  of  the  U.  S.  Em- 
bassy in  Saigon.  Now,  with  the  gulf  war 
entering  its  final  phase,  George  Bush 
has  decided  to  get  choosy  about  the  last 
frame.  That  desire,  and  Bush's  insis- 
tence that  the  conflict  serve  as  a  con- 
trast to  the  humiliation  of  Vietnam,  help 
explain  why  the  White  House  stomped 
hard  on  a  last-minute  peace  plan  from 
Soviet  leader  Mikhail  Gorbachev — and 
why  a  U.  S.-led  ground  war  may  be  only 
a  heartbeat  away. 

Despite  the  convenient  out  offered 
by  the  Soviet  withdrawal  plan,  President 
Bush  has  already  selected  his  final 
picture  of  the  gulf  war.  Rather  than 
a  portrait  of  a  smiling  Gorbachev  and 
Saddam  Hussein,  Bush  prefers  the  im- 
age of  thousands  of  bomb-shocked  Iraqi 
troops   abandoning   their   positions  in 


Kuwait  in  a  humbling  mass  surrender. 

Without  rejecting  Gorbachev's  Feb.  15 
plan  outright,  Bush  said  it  fell  "well 
short  of  what  would  be  required"  to  end 
the  war.  Anything  less  than  a  military 
rout  of  Iraq  or  a  resounding  political 
defeat  of  Saddam  might  allow  the  Iraqi 
leader  to  salvage  some  political  gains — 
and  reemerge  within  a  few  years  in  his 
familiar  role  as  regional  bully. 
fire  CONTROL.  The  President's  strategy 
carries  its  share  of  risks.  Simply  by  say- 
ing "yes"  to  the  Soviet  offer,  Saddam 
could  put  Bush  on  the  spot.  If  Bush 
pushes  ahead  with  a  ground  war  any- 
way, he  risks  being  tarred  as  a  warmon- 
ger. And  if  the  ground  war  is  longer  and 
bloodier  than  expected,  he  could  jeopar- 
dize his  political  support  at  home.  To 
complicate  matters,  any  rebuff  of  Mos- 
cow could  chill  superpower  relations  and 
further  undermine  Gorbachev's  standing 
with  his  growing  chorus  of  Soviet  critics 
(page  19). 

But  Bush  is  betting  that  he  has  the 
upper  hand.  So  far,  the  coalition  has 
shown  surprising  unity.  The  President's 
military  advisers  boast  that  the  allies  are 


devastating  Iraq's  war  machine,  kno( 
ing  out  at  least  a  third  of  Saddan 
tanks  and  artillery.  And  the  Administi 
tion  can  barely  contain  its  glee  th 
there  has  been  little  Arab  backla 
against  the  U.  S.  Says  a  senior  Admin 
tration  official:  "Everyone  said  that 
we  went  to  war  with  Iraq,  the  Midc 
East  would  erupt.  Well,  it  hasn't." 

That  fuels  White  House  confiden 
that  even  if  Saddam  accepts  the  Sovi 
offer,  the  U.  S.  and  its  allies  could  i 
shape  the  terms  to  deal  the  Iraqi  lead 
a  decisive  blow.  "What  we  want 
avoid,"  says  a  senior  aide  to  Briti* 
Prime  Minister  John  Major,  "is  an  Ira 
victory  march  back  into  Baghdad." 

Even  if  Saddam  folds  before  full-sca 
ground  combat  erupts,  the  White  Houi 
will  impose  some  stiff  conditions  c 
Baghdad.  Bush  will  insist  that  Irai 
troops  withdraw  rapidly,  leave  va: 
amounts  of  armor  and  artillery  behin< 
and  immediately  release  all  prisoners  ( 
war.  The  President  may  also  deman 
that  war-battered  Iraq  pay  billions  i 
reparations  to  Kuwait,  Saudi  Arabi; 
and  perhaps  Israel. 
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I  THE  GUIF 

THE  DIPLOMATIC  FROHT 


ING  U.S.  ARMOR 
VLLIES  PLAN  A 
ER  MOVEMENT 


tVhile  the  military 
tcome  can  only  be  an 
iqi  defeat,  Saddam 
iy  emerge  with  some 
:e-saving  political 
ins.  If  he  remains  in 
wer,  he  could  muscle 
>  way  into  Middle 
ist  debates  ranging 
pa  the  Arab-Israeli 
;pute  to  oil  pricing. 
t  tie  is  a  victory  for 
nn,"  says  Peter  W. 
)dman,  a  former  Na- 
>nal  Security  Council 
iffer.  "He'll  trumpet  that  he  fought 
e  whole  world  to  a  standstill.  We'll 
ve  created  a  monster." 
Saddam's  survival  in  power  could 
rce  the  U.  S.  to  leave  forces  in  the 
gion  far  longer  than  its  Arab  allies 
int.  That  could  inflame  fears  from  the 
lddle  East  to  Moscow  that  the  U.  S.  is 
eking  hegemony  in  the  region.  "It's 
)ing  to  be  important  to  our  credibility 
get  our  forces  out,"  says  one  top 
ash  aide.  "There's  a  lot  of  skepticism 
>out  our  ultimate  intentions." 


Gorbachev  and  Aziz  (left):  Bush's 
rejection  of  the  Soviet  peace  plan  could  backfire 
if  a  ground  war  is  bloodier  than  expected 


That's  why  the  White  House  prefers 
what  it  believes  would  be  a  quick  and 
decisive  ground  war.  General  H.  Nor- 
man Schwarzkopf,  commander  of  coali- 
tion forces,  predicts  a  ground  assault 
would  force  Saddam's  troops  to  surren- 
der in  droves.  His  words  gained  cre- 
dence on  Feb.  20  when  as  many  as  500 
Iraqi  troops  surrendered  to  U.  S.  soldiers 
after  a  brief  skirmish.  Military  planners 
think  the  war  could  be  over  just  two 
weeks  after  a  ground  offensive  begins. 

The  allies  are  likely  to  mount  a  pincer 


movement  combining  amphibious  land- 
ings in  Kuwait  with  massive  ground 
forces  invading  Iraq  from  Saudi  Arabia. 
The  aim  is  to  force  Iraqi  troops  out  of 
their  defensive  positions  into  the  open, 
where  allied  aircraft  can  mow  them 
down  while  U.  S.  troops  take  minimal 
casualties.  "The  Iraqi  army  will  collapse 
immediately  after  the  start  of  a  ground 
operation,"  one  cocky  Saudi  defense  offi- 
cial predicts.  "They  are  looking  for  an 
excuse  to  give  up  but  don't  know  how." 

If  Iraq,  however,  succeeds  in  inflicting 
heavy  casualties,  perhaps  with  chemical 
weapons,  recriminations  will  fly.  Many 
Germans  and  Japanese  question  Bush's 
coolness  to  the  pact  offered  to  Iraqi  For- 
eign Minister  Tariq  Aziz  in  Moscow.  If 
the  point  of  a  U.  S.-led  ground  war  be- 
comes toppling  Saddam,  Bush  could  pro- 
voke a  coalition  rift — even  with  staunch 
ally  Britain,  which  is  uncomfortable  with 
that  objective. 

'personal  thing.  Gorbachev  insists  that 
he  is  trying  to  deliver  exactly  what  Bush 
wants:  Iraq's  unconditional  withdrawal 
from  Kuwait.  But  by  spurning  the  offer, 
Bush  has  stung  Moscow  and  may  have 
weakened  Gorbachev's  position  with 
Kremlin  hard-liners. 

On  Capitol  Hill,  the 
quick  rejection  of  the 
Soviet  offer  has  led 
some  Democrats  to 
come  out  of  their  bun- 
kers. "I  don't  know  how 
|  Bush]  could  fail  to  ac- 
cept it  if  Saddam  Hus- 
sein would  agree  to 
withdraw  unconditional- 
ly— and  in  short  order," 
said  House  Speaker 
Thomas  S.  Foley  (D- 
Wash.).  Even  Democrat- 
ic moderates  such  as 
Senator  John  Glenn  of 
Ohio  worry  that  Bush  is 
waging  a  vendetta. 
"The  Administration 
has  made  this  a  very 
personal  thing  right 
from  the  beginning,"  he 
says. 

Personal?  You  bet. 
From  the  outset,  Bush 
has  sought  to  turn  the  Kuwait  crisis  into 
a  high-noon  showdown  with  Saddam.  He 
made  Desert  Storm  the  test  of  his  "new 
world  order"  and  deliberately  backed 
Saddam  into  a  corner,  all  but  preempting 
a  diplomatic  solution.  Now  that  the  con- 
flict is  nearing  its  climax,  Bush  is  anx- 
ious not  to  let  Saddam,  Gorbachev,  or 
anyone  else  script  the  final  frame. 

By  Amy  Bonus,  Bill  Javetski,  and  Doug 
Harbrecht  in  Washington,  with  John  Ros- 
sant  in  Riyadh,  Richard  A.  Melcher  in  Lon- 
don, and  bureau  reports 
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THE  GULF  WAR  I 


AMERICAN  SMART  BOMBS, 
FOREIGN  BRAINS 


Are  U.S.  high-tech  warriors  too  dependent  on  foreign  sources? 


To  a  nation  stung 
by  its  reputation 
for  inferior  goods 
and  questionable 
quality  control, 
some  of  the  images 
beamed  back  from 
the  gulf  war  have 
been  happy  surprises.  U.  S.-made  inter- 
ceptor missiles  streak  into  the  night 
skies  over  Riyadh  and  Tel  Aviv  to  de- 
stroy Iraqi  Scuds.  Laser-guided  bombs 
dive  unerringly  into  enemy  bunkers.  All 
in  all,  gushed  Vice-President  Dan 
Quayle,  the  Administration's  war-boost- 
er-in-chief, it's  "solid  evidence  of  Ameri- 
ca's preeminence  in  technology." 

But  is  it?  Some  defense  experts  have 
been  fretting  over  a  little-known  fact:  A 
growing  percentage  of  the  electronic 
guts  of  America's  smart  weapons  is 
made  abroad.  When  it  comes  to  some 
ultrasophisticated  components,  such  as 
certain  gallium  arsenide  semiconductors 
and  precision  glass  for  reconnaissance 
satellites,  "the  U.  S.  defense  industry  is 
now  heavily  dependent  on  foreign 
sources,"  warns  former  top  Pentagon 
procurement  official  Jacques  Gansler. 
That  dependence  has  some  critics  wor- 
ried that  America's  lead  over  Europe 
and  Japan  in  high-tech  weapons  and 
electronic  parts  is  narrowing. 

And  even  when  the  parts  aren't  all 
that  intricate,  the  U.  S.  may  have  to  look 
overseas.  The  innards  of  many  "smart" 
weapons  actually  contain  electronics  less 
complex  than  consumer  prod- 
ucts such  as  video  cameras. 
And  with  no  U.  S.-owned  con- 
sumer electronics  industry  to 
speak  of,  some  defense  ana- 
lysts fear  the  Pentagon  will 
be  forced  into  an  unhealthy 
reliance  on  foreign  knowhow. 
complex  imports.  A  prime 
example  of  the  problem  is  the 
Sparrow  air-to-air  missile, 
which  has  been  used  to  shoot 
down  Iraqi  fighters.  A  con- 
gressional study  of  the  Spar- 
row found  that  the  most  com- 
plex parts  in  the  weapon  were 
made  overseas.  The  guidance 
system  had  circuits  from  Ja- 
pan, a  critical  memory  chip 


was  made  in  Thailand,  and  other  essen- 
tial parts  bore  the  West  German  stamp. 

Other  items  requiring  specialized  man- 
ufacturing processes  are  increasingly 
made  offshore.  Night-vision  goggles  of- 
fer a  big  edge  to  U.  S.  forces  in  the 
Saudi  desert,  and  the  technology  is  truly 
advanced.  But  U.  S.  optical  companies 
get  the  vast  majority  of  their  lenses  and 
coatings  for  these  devices  from  abroad, 
principally  from  Singapore.  "If  some- 
thing happened  to  the  Singapore  suppli- 


■  LOADING  A  SPARROW 
ONTO  A  U.S.  FIGHTER  JET: 
MANY  OF  THE  MISSILE'S 
SOPHISTICATED  PARTS  ARE 
MADE  OVERSEAS 


er  of  these  components,  it  would  ta 
quite  some  time  for  American  compani 
to  get  up  to  speed,"  says  Robert  j 
Leshne,  past  president  of  the  Americ; 
Precision  Optics  Manufacturers  Assn. 

Until  recently,  the  extent  of  foreij 
dependency  wasn't  fully  understood  t 
cause  of  the  sheer  complexity  of  todaj 
weapons.  To  get  a  handle  on  the  pre 
lem,  Commerce  and  the  Navy  have  spe 
nearly  three  years  tracing  the  sourc 
for  three  high-tech  gems:  the  HARM  i 
dar-seeking  missile;  the  Mark  48  torr 
do;  and  the  Verdin  Communications  E 
vice,  a  sophisticated  naval  radio  syste 
The  Commerce  Dept.  told  Congre 
that  the  yet- to-be-re  leased  report  exa 
ined  four  layers  of  14,000  subcontrc 
tors.  One  key  finding:  About  20%  of  t 
weapons'  parts  are  made  abroad.  Wh 
some  may  be  made  in  offshore  plants 
U.  S.  companies,  those  factories  are  st 
less  reliable  than  ones  in  the  U.  S.  Wh 
During  wartime,  priority  products 
rules  apply  only  to  U.  S.  plants. 
older  generation.  There  are  long-ter 
worries,  too.  The  hardware  doing  so  w 
in  the  gulf  is  the  product  of  the  '70s  ai 
early  '80s,  when  military  applicatio 
were  the  cutting  edge  of  technolog 
Now,  commercial  developments  in  hig 
speed  computers,  composite  wings,  fib 
optics,  and  flat-panel  computer  displa; 
drive  military  applications.  That  mea 
the  nation  with  the  most  advanced  coi 
mercial  uses  may  enjoy  the  greatest  m 
itary  spin-offs. 

Others   worry  that  when  high-te< 
manufacturing  moves  abroad,  researi 
and  engineering  with  p 
tential  military  use  mo> 
as  well.  With  few  cor 
mercial  applications 
spread  costs  around,  tl 
U.  S.  could  wind  up  wi 
outdated  weapons  pr 
duced  at  vast  expens 
"We're  precluding  duj 
use  technology  that  cou 
be  the  driver  for  bo 
commercial  and  militaj 
sectors,"  says  the  Hu 
son  Institute's  Robert  ' 
Costello,  a  former  Pent 
gon  procurement  chief. 
So  far,  the  White  Houi 
hasn't  paid  much  heed  I 
these  alarms.  But  if  the  w; 
in  the  gulf  proves  the  worl 
of  high-tech   weaponry,  tl 
Administration's  ho-hum  po 
cy  toward  foreign-made  wea 
ons  parts  could  change. 

By  Paul  Magnusson  in  Was 
ington,  with  Eric  Schine  in  L< 
Angeles,  Barbara  Buell  in  Sa 
Francisco,  and  Bruce  Hager  \ 
New  York 
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Commentary/by  Peter  Galuszka  and  Stanley  Reed 


MOSCOW  RESERVES  A  PLACE  IN  THE  NEW  WORLD  ORDER 


While  playing  the 
peacemaker  in  the 
Persian  Gulf  war, 
Mikhail  Gorbachev 
has  one  clear-cut 
goal  in  mind:  He 
wants  to  make 
sure  that  the  U.  S. 
es  not  emerge  from  the  war  with  a 
;e  hand  to  reshape  the  Mideast  on  its 
rn  terms. 

Distasteful  as  that  goal  may  seem  to 
my  Americans,  Washington  is  headed 
r  trouble  if  it  tries  to  freeze  Moscow 
t.  President  Bush  chose  the  U.  N.  to 
lp  forge  the  anti-Sad- 
m  coalition  and  legiti- 
ze  its  efforts.  Once 
e  war  is  over,  the  Sovi- 
5  could  use  their  veto 
wer  at  the  U.  N.  Secu- 
y  Council  to  greatly 
mplicate  Bush's  at- 
mpts  to  create  his  new 
)rld  order — in  the  Mid- 
i  East  and  elsewhere, 
le  Soviets  could  also 
ap  up  their  arms  ship- 
ents  to  such  potentially 
oublesome  states  as 
rria  and  Iran.  And  they 
•uld  exacerbate  the 
rab-Israeli  rivalries 
at  have  taken  a  back- 
at  to  the  war  effort. 
ild  card.  A  wild  card 

future  Soviet  behavior 

the  power  struggle 
>w  under  way  in  Mos- 
w.  In  recent  months, 
mservatives  who  are 
lagrined  at  their  coun- 
y's  declining  prestige 

the  Middle  East  have 
•essured  President  Gor- 
ichev  into  turning 
larply  to  the  right, 
ven  the  Foreign  Ministry,  which  has 
ished  the  Soviet  opening  to  the  West 
recent  years,  is  now  badly  split, 
ne  group  of  officials  backs  Bush;  the 
:hers,  such  as  Special  Envoy  Yevgeniy 
rimakov,  favor  independent  Soviet 
oves  in  the  Middle  East.  If  the  U.  S. 
ere  to  ride  roughshod  over  Soviet  sensi- 
lities,  that  could  strengthen  the  hand 
f  the  hardliners. 

It's  little  wonder  the  hardliners  are  up- 
?t.  The  Kremlin's  rescue  mission  for 
addam  comes  just  as  Washington 
Jems  on  the  verge  of  vanquishing  a  top 
oviet  client,  sending  Moscow's  influence 


in  the  region  to  an  all-time  low.  In  Ku- 
wait and  Iraq,  Saddam's  Soviet-made 
weapons  lie  twisted  and  burning,  victims 
of  America's  high-tech  arsenal. 

Soviet  conservatives  feared  that  by 
backing  Bush,  Gorbachev  was  squander- 
ing goodwill  built  up  over  four  decades 
of  helping  such  friends  as  Syria,  Iraq, 
Libya,  and  the  Palestine  Liberation  Or- 
ganization. More  important,  they  worry 
that  if  Bush  crushes  Saddam,  he  will 
wield  awesome  power  over  a  region 
that's  a  mere  500  miles  from  the  south- 
ern Soviet  border.  "Bush  ran  away  with 
the  store,"  says  A.  Richard  Norton,  a 


Mideast  specialist  at  the  International 
Peace  Academy  in  New  York.  "The  Sovi- 
ets allowed  themselves  to  be  taken  ad- 
vantage of." 

Americans  should  bear  in  mind  that 
even  a  Gorbachev-brokered  deal  with 
Baghdad  is  unlikely  to  return  the  region 
to  cold-war  rivalries.  Gorbachev  aban- 
doned that  approach  soon  after  coming 
to  power  in  1985.  Since  then,  he  has 
shunned  ideology  and  set  his  Mideast 
policies  on  a  realpolitik  track.  He  has 
warmed  to  the  Saudis,  distanced  himself 
from  the  Syrians,  and  curried  favor  with 
Israel  by  allowing  hundreds  of  thou- 


sands of  Soviet  Jews  to  emigrate.  The 
Kremlin  also  embraced  the  U.  N.  resolu- 
tions to  pressure  Saddam  out  of  Kuwait. 

For  the  moment,  the  competitive  fric- 
tion between  Washington  and  Moscow  is 
intense.  Gorbachev  doesn't  want  to  see 
Saddam  killed  or  ousted  or  Iraq  dismem- 
bered. But  Bush  would  now  find  it  hard 
to  accept  a  postwar  regional  lineup  that 
includes  the  Iraqi  leader,  and  at  the  very 
least,  he  wants  to  do  so  much  damage  to 
the  Iraqi  war  machine  that  it  will  not  be 
a  threat  to  its  neighbors  for  many  years. 
A  U.  S.-led  military  push  far  into  Iraq 
would  make  the  Soviets  extremely  jit- 
tery, and  they  dread  the 
large  postwar  American 
presence  in  the  gulf  that 
many  analysts  consider 
inevitable.  Bush  would 
argue  that  those  are  his 
decisions  to  make. 
JET  BET.  Where  Gorba- 
chev may  more  reason- 
ably grab  the  initiative  is 
in  shaping  the  postwar 
region.  The  Soviets  are 
already  playing  up  to 
Iran  in  a  bid  to  bolster  a 
balance  of  power  in  the 
Persian  Gulf.  In  Soviet 
thinking,  such  a  balance 
would  prevent  a  vacuum 
that  the  U.  S.  military 
could  fill.  Last  fall,  the 
Soviets  delivered  the 
first  shipments  of  ad- 
vanced MiG-29  fighters 
to  Tehran,  and  there  are 
reports  that  the  Soviets 
are  training  Iranian  na- 
val personnel.  The  Irani- 
ans, who  clashed  with 
the  Soviets  over  the  war 
in  Afghanistan,  are  now 
conduits  for  Soviet  peace 
feelers.  Says  Robert 
Legvold,  director  of  the  Harriman  Insti- 
tute at  Columbia  University:  "The  media 
has  not  paid  enough  attention  to  grow- 
ing Iranian  and  Soviet  ties.  The  Iranian 
goal  is  to  keep  the  Americans  out." 

Through  his  peace  initiative,  Gorba- 
chev has  already  regained  substantial 
ground  in  the  Arab  world.  If  he  can  beat 
the  odds  and  broker  a  real  peace,  he  will 
be  a  big  winner.  But  even  if  Saddam 
rejects  the  plan  or  Bush  presses  ahead 
with  a  ground  war,  Gorbachev  has  still 
succeeded  in  one  sense:  He  has  served 
notice  that  the  Soviets  had  better  be 
seated  at  any  postwar  conference  table. 
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THE  ECONOMY  I 


THE  TREASURY  IS  WHIPPING  UP 
A  POTION  FOR  THE  BANKS 


Its  new  package  of  rules  and  regs  could  soften  the  credit  crunch 


The  Bush  Administration  has  finally 
found  something  it  can  do  about 
the  recession.  The  gaping  budget 
deficit  rules  out  tax  cuts  or  spending 
increases.  But  a  new  Treasury  Dept. 
package  of  regulatory  and  accounting 
changes  designed  to  get  banks  to  step 
up  their  lending  might  actually  give  the 
economy  a  modest  boost. 

The  Administration's  worry  is  banks' 
reluctance  to  lend  even  to  good  corpo- 
rate customers.  Top  officials  blame  the 
credit  crunch  for  helping  to  bring  on  and 
prolong  the  recession.  "We  currently  see 
the  credit  crunch  as  the  most  critical 
issue  confronting  monetary  policy,"  Fed- 
eral Reserve  Chairman  Alan  Greenspan 
told  the  Senate  Banking  Committee  on 
Feb.  20. 

wrong  message?  Deputy  Treasury  Sec- 
retary John  E.  Robson  has  taken  charge 
of  the  bank-prodding  effort.  The  pack- 
age, still  taking  shape,  will  be  designed 
to  polish  up  bank  balance  sheets,  help 
the  industry  attract  new  investors,  and 
make  lending  more  profitable  for  hard- 
hit  banks.  "The  message  has  got  to  get 
out  that  we  want  bankers  to  make  loans 
to  good  credits,"  says  Robson. 

Officials  in  Washington  have  been 
saying  that  for  months.  But  bankers  say 
they  get  a  different  message  from  regu- 
lators still  shaken  by  the  thrift  industry 
meltdown.  Examiners  have  been  forcing 
banks  to  write  down  huge  commercial 
real  estate  loans,  which  clobbers  bank 
earnings  and  impairs  their  capital. 

The  Treasury  would  try  to  reverse 
that  trend.  Examiners  would  be  encour- 
aged to  appraise  real  property  based  on 
its  cash  flow  rather  than  its  value  in  a 
severely  depressed  market.  Regulators 
are  also  likely  to  propose  giving  banks 
more  time  to  reduce  the  share  of  real 
estate  loans  in  their  portfolios. 

Perhaps  the  most  novel  of  the  Trea- 


sury's ideas  is  "loan  splitting."  Under 
current  rules,  a  bank  must  declare  a 
loan  nonperforming  if  the  collateral's 
value  slips  below  a  specified  percentage 
of  the  loan  value.  In  today's  soft  real 
estate  markets,  regulators  have  en- 
forced these  rules  tightly,  forcing  banks 
to  reclassify  loans  even  when  borrowers 
are  up-to-date  on  payments.  That  has 
driven  up  banks'  reported  levels  of  non- 
performing  assets,  making  balance 
sheets  look  shaky  and  forcing  higher 
loss  reserves. 

Under  loan  splitting, 
banks  could  resurrect 
many  of  those  loans.  If 
the  value  of  mortgaged 
property  falls,  the  bank 
could  write  off  just  part 
of  the  note  and  restore 
the  remainder  to  per- 
forming status.  Similar- 
ly, if  a  hard-pressed  bor- 
rower can  meet  only 
part  of  its  debt  service, 
the  bank  could  write  off 
just  the  portion  of  the 
loan  that's  not  being 
paid.  The  remainder 
would  become  a  good 
loan,  without  the  com- 
plexities of  a  full-blown 
debt  restructuring.  Sal- 
omon Brothers  Inc. 
bank  analysts  calculate  that  one-third  of 
the  $33.4  billion  in  nonperforming  assets 
at  the  35  largest  banks  could  qualify  for 
loan  splitting.  That  could  boost  those 
banks'  1991  earnings  by  87'. 

Critics  fret  that  the  new  rule  could 
promote  "inconsistent  accounting  not 
just  between  banks,  but  within  each 
bank,"  says  Dayton  Lierley,  a  visiting 
fellow  at  the  Financial  Accounting  Stan- 
dards Board.  Congress'  watchdog  arm, 
the  General  Accounting  Office,  will  soon 


GREENSPAN  BLAMES  TIGHT  CREDIT 
FOR  BRINGING  ON  THE  RECESSION 


issue  a  report  charging  that  banks  id 
regulators  aren't  tough  enough  in  do\bi 
grading  loans. 

Loan  splitting,  however,  could  ma 
banks  more  willing  to  recognize  probll 
debts,  since  it  would  eliminate  todaf 
all-or-nothing  system  of  classificatil 
Analysts  tend  to  agree  with  Robsos 
argument  that  the  plan  will  help  "ma 
regulation  reflect  reality."  Says  EdwJ 
E.  Furash  of  Furash  &  Co.:  "Banks  nl 
have  a  lot  of  stuff  in  nonperforming  til 
you  know  they  can  recover." 
delayed  action.  Whether  such  accouj 
ing  changes  will  actually  induce  bar! 
to  make  more  loans  is  another  matta 
"The  linkage  isn't  all  that  clear,"  adnj 
a  senior  Fed  official.  Fortunately,  1 
central  bank  is  seeing  evidence  that  | 
vestor  confidence  in  banks  is  improvia 
Bank  stocks  have  risen  sharply  duri 
Wall  Street's  war  rally.  And  rates  I 
bank  certificates  of  1 
posit,  after  lagging  i 
months,  are  beginnil 
to  reflect  the  Fed's  raj 
cutting  moves.  The  loj 
er  cost  of  funds  is  J 
couraging  banks 
open  the  spigots  a  ij 
Fed  officials  say.  Hod 
after  Greenspan's  Stj 
ate  testimony,  Bank  jj 
America  cut  its  prill 
rate  to  8%%,  from  91 
So,  while  Greenspi 
pledges  "unrelenting  \ 
fort"  to  bust  the  crej 
crunch,  senior  officii 
say  the  Fed  is  delayi] 
decisions  on  such  ral 
cal  measures  as  booj 
ing  loans  to  ban! 
through  its  discou] 
window.  Money-supply  statistics  w 
show  if  lending  has  increased,  a  F 
governor  says,  "in  weeks,  not  months] 
In  the  meantime,  Treasury's  packai 
could  help  the  process  along,  givi 
banks  a  psychological  boost.  In  this  ( 
cession — caused,  in  large  part,  by  t| 
withering  of  confidence  among  be 
lenders  and  borrowers — such  smi 
steps  may  well  be  the  safest  weapo 
the  government  can  employ. 

By  Mike  McNamee  in  Washingu 


A  PLAN  TO  EASE  UP 
ON  BANKS 

The  Treasury  Dept.  is  consider- 
ing a  number  of  rule  changes 
that  could  make  bank  financial 
statements  look  better: 


LOAN  SPLITTING 


New  accounting  treatment 
would  let  banks  reclassify  loans 
that  are  meeting  part  of  their 
payments.  A  bank  could  write 
off  the  nonperforming  portions 
and  put  the  rest  back  on  the 
books  as  earning  assets 


LBO  LOANS 


Changes  would  allow  banks  to 
take  many  loans  out  of  the  cate- 
gory of  "highly  leveraged  trans- 
actions" or  HLTs.  That  would 
lessen  bank  stockholders'  fears 
about  LBO  exposure 


REGULATORY  CLIMATE 


Regulators  would  instruct  ex- 
aminers to  back  off  from  recent 
loan-classification  and  write-off 
standards  that  bankers  have 
blamed  for  chilling  lending 
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ITOSI 


APANESE  CARMAKERS  ARE  CODDLING 
FHEIR  U.S.  KIDS 


'hey're  trying  to  shield  their  American  plants  from  recession  pains 


In  the  recession  year  of  1981,  Honda 
Motor  Co.  prospered.  Newly  imposed 
import  quotas  cut  the  company's 
.  S.  car  sales  by  1%,  but  market  share 
>se.  And  the  carmaker  built  a  plant  in 
arysville,  Ohio,  that  would  circumvent 
lture  quotas.  In  the  1991  recession, 
onda  is  facing  much  tougher  going.  Its 
lies  fell  22%  in  January,  despite  a  new 
300  dealer  rebate  on  the  Ac- 
)rd  and  Acura  Integra. 
Honda  isn't  alone.  Japanese 
irmakers,  which  as  a  group 
reezed  through  previous 
.  S.  slumps,  are  now  taking 
on  the  chin.  "This  is  the 
rst  true  recession  test  for 
ae  Japanese,  and  frankly 
ley're  shocked  by  it,"  says 
urman  Selz  Inc.  analyst 
laryann  N.  Keller. 
As  they  retrench,  the  Japa- 
ese  car  companies  face  a 
omplication  they  have  never 
ad  to  confront  before:  their 
lultimillion  dollar  U.  S.  as- 
embly  plants.  Those  eight 
transplant"  factories  repre- 
ent  a  massive  commitment  of 
ioney,  management,  and  po- 
tical  goodwill.  With  the  U.  S. 
larket  in  a  recession  and  out- 
put cuts  virtually  guaranteed, 
apanese  carmakers  are  grap- 
hing with  how  much  of  the 
ain  those  factories  and  their 
American  workers  must  bear. 
:asy  cuts.  So  far,  the  Ameri- 
an  operations  have  been 
irgely  spared.  In  most  cases, 
apanese  carmakers  have  de- 
ided  to  cut  back  exports 
rom  Japan,  not  U.  S.  output 
chart).  It  has  been  a  fairly 
tasy  decision.  For  one,  per- 
lOnnel  cuts  are  risky  at  com- 
>anies  that  are  trying  to  keep 
American  unions  away.  Says 
iarley  Shaiken,  a  University 
)f  California-San  Diego  labor 
•conomist:  "Laying  somebody  off  is  like 
;igning  them  up  for  the  UAW."  Toyota 
VIotor  Corp.  clearly  had  public  relations 
n  mind  when  it  announced  its  recent 
,'xport  cutbacks:  President  Shoichiro 
royoda  said  he  was  cutting  back  in  Ja- 
)an,  not  the  U.  S.,  because  he  wanted  to 
jo  easy  on  the  American  economy. 

The  fact  is,  it's  easier  and  more  cost- 
ifficient  for  the  auto  companies  to  make 


their  cuts  back  home.  With  their  Japa- 
nese factories  running  full-out  amid  a 
labor  shortage,  most  carmakers  have 
merely  trimmed  overtime.  Nissan  Motor 
Co.  had  been  working  two  hours  of  over- 
time plus  Saturdays  at  most  of  its  Japa- 
nese factories.  That's  likely  to  end  in 
April.  Honda  has  already  pared  produc- 
tion by  20,000  in  Japan  by  canceling  six 


Saturday  sessions.  And  fewer  exports  to 
the  U.  S.  need  not  mean  across-the-board 
production  cuts.  Toyota  expects  one- 
third  of  its  10,000-unit  reduction  in  U.  S.- 
bound  vehicles  will  go  instead  to  Japan 
and  other  markets. 

Not  that  U.  S.-based  factories  aren't 
feeling  any  pinch.  Honda,  Mazda,  Suba- 
ru-Isuzu  Automotive  in  Lafayette,  Ind., 
and  a  Chrysler-Mitsubishi  Motors  joint 


venture  in  Normal,  111.,  have  cut  back. 
Mazda  Motor  Manufacturing  (USA)  Corp. 
in  Flat  Rock,  Mich.,  is  stopping  about  45 
minutes  early  each  shift.  Idled  workers, 
members  of  the  United  Auto  Workers 
union,  attend  training  classes  or  handle 
housekeeping  chores,  such  as  tool  main- 
tenance. The  plant  also  slashed  its  union- 
ized "temporary"  work  force  to  about  50 
from  a  peak  of  over  300  in  1988-89. 

At  Honda,  dealers'  inventories  of  un- 
sold U.  S.-built  cars  have  ballooned  from 
a  manageable  70-day  supply  at  the  end 
of  December  to  a  disturbing  88-day  sup- 
ply by  the  end  of  January,  according  to 
Ward's  Automotive  Reports.  Honda 
took  a  hard  look  at  which  factories  built 
which  cars.  Only  the  company's  Marys- 
ville  plant,  which  has  grown  to  become 
the  highest-volume  assembly 
line  in  the  U.  S.,  makes  the 
two-door  Accord.  With  sales 
of  that  model  slowing,  Honda 
is  canceling  overtime  to  cut 
back  February  and  March 
production  of  the  Accord  by 
5,000  units.  "We  started  with 
the  sales  figures  and  worked 
backwards,"  says  Isao  Su- 
zuki, general  manager  of  the 
North  America  Div.  "It  was  a 
business  decision." 
huge  inventories.  Those  de- 
cisions aren't  going  to  get 
easier  anytime  soon.  Inven- 
tories of  North  American- 
built  Subaru,  Isuzu,  and  Su- 
zuki vehicles  at  the  end  of 
January  stood  at  a  huge  190-, 
221-,  and  363-day  supply,  re- 
spectively. As  a  group,  Japa- 
nese importers  had  a  100-day 
supply  of  cars,  up  from  75  a 
year  ago.  By  contrast,  Ameri- 
can carmakers  have  an  aver- 
age supply  of  91  days.  Mean- 
while, cars  are  beginning  to 
stack  up  on  U.  S.  docks,  wait- 
ing to  pass  through  customs. 
The  New  York  Port  Authority 
says  80,000  Japanese  and  Eu- 
ropean cars  are  parked  on 
property  it  leases  to  car  com- 
panies— twice  the  norm. 

U.  S.  carmakers  are  watch- 
ing those  cars,  worried  the 
glut  could  ignite  a  costly  in- 
centive war.  Besides  Honda's 
new  Accord  rebates,  Toyota  is 
offering  up  to  $1,000  back  on 
its  Kentucky-built  Camry,  and  Nissan 
will  expand  current  rebates  beyond  the 
Stanza  and  certain  trucks.  But  so  far, 
the  Japanese  have  mainly  chosen  to 
build  fewer  cars,  not  sell  the  same  num- 
ber for  less  money.  Still,  this  is  a  new 
experience  for  them.  If  the  recession  lin- 
gers or  deepens,  all  bets  may  be  off. 
By  James  B.  Treece  and  David  Woodruff  in 
Detroit  and  Karen  Lowry  Miller  in  Tokyo 
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TELECOMMUNICATIONS  I 


THE  BABY  BELLS 
MISBEHAVE 


The  past  year  has  brought  a  rash  of  indictments,  settlements,  and  fines 


A skilled  spin  doctor  can  put  almost 
anything  in  a  good  light — even  a 
$10  million  fine.  When  U.  S. 
West  Inc.  was  penalized  that  amount  on 
Feb.  1")  for  violating  the  Bell  System 
breakup  consent  decree,  lobbyists  for 
the  Baby  Bells  argued  that  the  rules 
were  fuzzy,  the  infractions  were  minor, 
and  that,  in  any  case,  the  antitrust  de- 
cree that  U.  S.  West  violated  ought  to  be 
drastically  curtailed.  Indeed,  John  J. 
Connarn,  vice-president  for  regulatory 
affairs  at  rival  Baby  Bell  Ameritech, 
even  argued  that  the  fine  could  help 
U.  S.  West — by  calling  attention  to  what 
he  sees  as  the  pettiness  of  the  restric- 
tions. Saifl  the  lobbyist:  "The  things 
they're  being  fined  for,  989?  of  the  busin- 
esspeople  in  this  country  would  be  aston- 
ished they  couldn't  do." 

That  may  well  be.  It's  not  easy  for  the 
average  phone  customer  to  fathom  the 
intricacies  of  the  antitrust  consent  de- 
cree that  broke  up  American  Telephone 
&  Telegraph  Co.  in  1984,  creating  the 
seven  Baby  Bells.  But  the  past  year  has 
brought  a  rash  of  fines,  settlements,  and 


allegations  against  the  Baby  Bells,  many 
of  them  for  violations  that  are  all  too 
easy  for  the  general  public  to  under- 
stand (table).  Last  April,  for  example, 
Bell  of  Pennsylvania  agreed  to  pay  $42 
million  to  settle  state  charges  that  it 
used  deceptive  practices  to  sell  custom- 
ers more  phone  services  than  they  want- 
ed. One  investigator  posing  as  a  single 
welfare  mother  was  hooked  up  for 
$28.55  a  month,  including  extras  like  38- 
number  speed  dialing,  even  though  she 
could  have  gotten  basic  service  for  as 
little  as  $6.65. 

Most  of  the  Bells'  legal  troubles  fall 
into  two  categories:  violations  of  the  Bell 
System  breakup  decree,  as  in  the  U.  S. 
West  case,  or  overzealous  marketing  of 
services,  as  in  the  Bell  of  Pennsylvania 
case.  Both  reflect  increasing  aggressive- 
ness on  the  part  of  the  Bells,  which  be- 
lieve they're  being  treated  by  regulators 
as  staid  utilities  even  as  they  lay  out 
strategies  to  be  21st  century,  informa- 
tion-technology giants.  Yet  by  pressing 
too  hard,  they  risk  a  regulatory  backlash 
and  even  more  restrictions. 


Indeed,  New  York  regulators  ha 
been  so  swamped  with  allegatici 
against  Nynex  Corp.  that  last  fall,  tl 
raised  the  last-resort  possibility  of  sd 
ting  it  up  into  regulated  and  unreguA 
ed  companies — sort  of  a  Bell  Systl 
breakup,  round  two.  "It's  very  hard! 
argue  that  the  federal  mechanisms  I 
control  the  Bells  are  adequate  when  jl 
see  conduct  of  the  type  that  Nynex  vl 
engaged  in,"  says  Scott  J.  Raffertyl 
former  Nynex  employee  now  suing  1 
wrongful  discharge.  His  whistle-blowj 
led  to  a  criminal  indictment  of  Nynex  I 
antitrust  charges.  Rafferty's  opinio! 
don't  necessarily  reflect  those  of  his  nl 
employer,  the  Maryland  Public  Servl 
Commission.  For  its  part,  Nynex  sal 
the  charges  were  isolated  incidents  til 
were  contrary  to  company  policy. 
'A  serious  matter.'  Federal  officii 
maintain  that  their  enforcement  policj 
have  been  tough.  The  fine  against  I 
glewood  (Colo. (-based  U.  S.  West  w 
the  biggest  antitrust  penalty  ever  levi 
by  the  Justice  Dept.  against  one  defe 
dant  in  a  civil  case.  "The  size  of  the  fi 
is  large  enough  so  that  people  will  re 
ize  that  this  is  a  serious  matter,"  sa 
Connie  K.  Robinson,  who  heads  the  Ji 
tice  Dept.  unit  that  fined  U.  S.  We 
"We  plan  to  continue  vigorously  enfo 
ing  this  decree." 

Industry  critics  say  the  case  is  a  te: 
book  example  of  why  the  Baby  Be 
shouldn't  be  treated  as  ordinary  comr. 
nies.  They  argue  that  the  Bells'  loc 


RINGING  UP  THE  CHARGES 


U.S.  WEST 


Has  agreed  to  pay  a  record  $10  mil- 
lion fine  for  discriminatory  pricing 
and  other  violations  of  the  Bell  System  consent 
decree 

A  federal  grand  jury  has  indicted 
Nynex  on  a  criminal  contempt  charge 
of  providing  computerized  information  services  in 
violation  of  the  consent  decree.  And  Nynex  has 
agreed  to  pay  $1.4  million  to  the  U.S.  Treasury  to 
settle  charges  that  its  purchasing  arm  over- 
charged New  York  Telephone  and  New  England 
Telephone 

Its  Bell  of  Pennsylvania  unit 
agreed  to  pay  $42  million  to 
settle  charges  that  it  used  deceptive  practices  to 
sell  customers  more  services  than  they  wanted 

Its  Southern  Bell  unit  admitted 
employees  sent  more  than  400 
letters  to  North  Carolina  regulators  without  men- 
tioning their  affiliation.  A  low-level  staff  memo 
suggested  they  could  identify  themselves  as  piz- 
zeria owners,  teachers,  or  housing-project  resi- 
dents. The  unit  was  fined  $4.86  million  in  Florida 
for  underpaying  pay-phone  commissions 

DATA:  BW 


BELl  ATLANTIC 
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I  "Ceran"  glass-ceramic 
oanels  used  for  cooktops 
lave  a  big  advantage  over 
natural  materials:  they  do 
70f  warp,  whatever  the 
"emperature.  But  they  do 
share  specific  characteris- 
'ics  with  some  stones, 
like  slate  2,  they  are  thin 
and  tough.  Like  marble  3, 
'hey  offer  great  variety. 
They're  as  non-porous  as 
obsidian  4,  as  hard  as 
eclogite  5,  and  like  meta- 
lexite  6  they  can  with- 
stand extreme  heat. 


In  nature,  you'll  find  a  wide  variety 
of  stones  that  have  an  extensive 
range  of  properties.  To  illustrate 
the  point,  we  have  created  a  sim- 
plified cross  section  made  up  of 
specimens  found  throughout  the 
world. 

 Schott  draws  on  raw  mate- 
rials from  the  earth  to  produce 
"Ceran"  glass-ceramic  panels  that 
top  anything  found  in  nature, 
because  they  combine  a  host  of 
properties  that  are  found  only 
separately  in  the  stones  shown  in 
our  cross  section.  "Ceran"  glass- 
ceramic  panels  are  ideally  suited 
for  smoothtop  ranges,  because 
they  are  perfectly  smooth  and 
non-porous,  which  makes  them 
remarkably  easy  to  clean.  They 


come  in  many  variations  to  go  with 
any  decor.  They  are  heat-resis- 
tant and  so  tough  they'll  take  all 
the  wear  and  tear  you  can  dish 
out. 

 But  their  really  outstanding 

advantage  over  natural  materials 
is  that  they  absolutely  won't  warp 
or  change  shape  even  if  the 
temperature  varies  by  as  much 
as  1500  °F.  This  is  an  advantage 
shared  by  all  our  glass-ceramics, 
which  is  why  they're  even  used  for 
telescope  mirrors. 

 "Ceran"  glass-ceramic 

panels,  available  from  Schott 
America,  are  just  one  example 
of  how  Schott's  innovative 
development  responds  to  specific 
needs.  In  today's  world,  special 


glass  helps  keep  technology 
advancing. 

 Schott  worldwide:  50,000 

products,  50  production  facilities, 
represented  in  more  than  100  coun- 
tries, with  over  $1  billion  in  sales. 

 Schott  in  North  America: 

11  companies  employing  morethan 
1,800  people. 

 Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  B  33,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


ra  SCHOTT 

Nobody  knows  more  about  glass. 


monopolies  make  it  possible  for  them  to 
compete  unfairly  by  controlling  access 
to  their  captive  local  customers.  The 
core  charge  in  the  latest  case  was  that 
U.  S.  West  promised  the  federal  govern- 
ment a  discount  on  access  to  its  local 
customers  if  the  government  would  also 
buy  switching  services  from  it  rather 
than  from  AT&T,  its  erstwhile  parent. 
The  violation  of  rules  against  discrimina- 
tory pricing  was  an  honest  mistake,  says 
U.  S.  West  Executive  Vice-President 
Charles  M.  Lillis,  adding:  "We  wish  like 
heck  we  hadn't  done  that." 

That's  a  common  reaction.  Take  Bell- 
South Corp.'s  Southern  Bell  unit,  which 
has  been  caught  in  a  string  of  violations. 
Last  year,  hundreds  of  its  employees 
wrote  letters  to  North  Carolina  regula- 
tors urging  approval  of  Caller  I.  D. — 
without  identifying  themselves  as  South- 
ern Bell  workers.  Several  employees 
said  they  were  directed  or  urged  to 
write  the  letters.  The.  company  says  it 
was  all  a  misunderstanding — and  that  it 
will  restrict  future  letter-writing  cam- 
paigns. And  on  Feb.  19,  the  company 
agreed  to  pay  $4.8(5  million  in  Florida  to 
settle  charges  that  it  shortchanged  thou- 
sands of  businesses  and  government 
agencies  on  pay-telephone  commissions. 
It's  also  under  scrutiny  for  failing  to  pay 
refunds  for  out-of-service  phones. 
playing  on  fears.  The  Baby  Bells'  ag- 
gressive tactics  have  been  aimed  at 
some  vulnerable  targets.  Pacific  Bell, 
Wisconsin  Bell,  and  Southern  Bell  as 
well  as  Bell  of  Pennsylvania  have  all 
made  refunds  to  customers  under  super- 
vision from  state  regulators.  Affidavits 
from  former  Wisconsin  Bell  customer- 
service  representatives  say  they  were  in- 
structed on  how  to  play  on  the  fears  of 
unwell  elderly  people  to  get  them  to  sign 
up  for  three-way  calling  at  $3  a  month — 
just  in  case  they  had  to  consult  family 
members  on  going  to  the  hospital.  Wis- 
consin Bell  says  that  those  were  isolated 
cases  and  rules  have  been  tightened. 

There's  nothing  wrong  with  clever 
marketing,  of  course.  And  even  some- 
what sharper  practices  can  be  remedied 
by  the  marketplace.  But  as  Philip 
McClelland,  an  assistant  state  consumer 
advocate  in  Pennsylvania,  says:  "If  you 
go  to  a  car  dealer,  and  you  feel  as  if 
they  are  not  being  honest  with  you,  you 
can  always  go  to  another  car  dealer  who 
treats  you  more  appropriately."  Custom- 
ers of  local  phone  companies  don't  have 
that  option.  As  long  as  that  remains  the 
case,  the  Baby  Bells  will  be  subject  to 
extra-heavy  scrutiny — no  matter  what 
the  spin  doctors  say. 

By  Peter  Coy  in  New  York  and  Mark 
Lewyn  in  Washington,  with  Sandra  D. 
Atchison  in  Denver  and  Gail  DeGeorge  in 
Mia  m  i 


TAXES  i 


A  VAT  BREWS  TROUBLE 
FOR  CORPORATE  AMERICA 


Upheld  on  appeal,  Michigan's  value-added  tax  now  begs  imitation 


I 


t  has  been  70  years  since  the  U.  S. 
Supreme  Court  affirmed  the  method 
I  states  use  to  tax  corporate  income. 
Today,  45  states  impose  such  levies  on 
businesses  operating  within  their  bor- 
ders. Now,  a  Feb.  19  high  court  ruling 
upholding  the  only  state  value-added  tax 
in  the  country  has  left  corporate  execu- 
tives wondering  whether  revenue- 
hungry  state  governments  will  sock 
business  with  costly 
new  taxes. 

The  6-2  decision  end- 
ed a  decade-long  ef- 
fort to  overturn  Michi- 
gan's Single  Business 
Tax.  Instead  of  taxing 
corporate  income, 
Michigan  calculates 
the  value  added  to 
goods  and  services  by 
a  company's  activities 
nationwide.  It  then 
computes  a  tax  based 
on  the  portion  of  pay- 
roll, sales,  and  proper- 
ty within  the  state. 
Such  titans  of  Ameri- 
can capitalism  as  Al- 
can  Aluminum,  Coca- 
Cola,  and  Union  Car- 
bide waged  war 
against  the  tax,  claim- 
ing it  unconstitutional- 
ly discriminated  against  nonresident 
companies  by  overestimating  the  value 
of  their  Michigan  operations. 

Justice  Anthony  M.  Kennedy's  major- 
ity opinion  rejected  that  argument.  In 
upholding  Michigan's  tax,  the  court  used 
the  same  reasoning  it  had  employed  to 
affirm  the  constitutionality  of  other 
state  business  taxes.  That  may  open  the 
door  to  wide  adoption  of  the  controver- 
sial vat,  already  used  in  much  of  Eu- 
rope. "There's  no  question  other  states 
will  be  thinking  of  this,"  says  Amy  Ei- 
senstadt,  a  tax  lawyer  at  the  Council  of 
State  Chambers  of  Commerce. 
what  income?  The  Michigan  case  was 
brought  by  Trinova  Corp.  a  Maumee 
(Ohio)  industrial-parts  manufacturer.  In 
1980,  when  the  dispute  began,  the  com- 
pany paid  its  Michigan  sales  force 
$500,000  and  sold  $104  million  worth  of 
goods  there.  Although  the  company 
claimed  a  loss  of  $42.5  million  on  its 
federal  tax  return  that  year,  Michigan 


WHERE  THE  STATES 
GET  THEIR  TAX  DOLLARS 

Tax  revenues  for  third  quarter,  1 990 
TAX/PERCENT 

SALES  , 

37.0% 

PERSONAL  INCOME 

37.0% 

CORPORATE  INCOME 

7.6% 

OTHER 

18.4% 

DATA:  CENTER  FOR  THE  STUDY  0E  THE  STATES 

billed  the  company  for  $293,000  in  ta 
Michigan  enacted  its  tax  in  1976 
three  key  reasons:  It  replaced  a  han 
of  other  business  taxes  with  one  si 
assessment,  vat  revenue  was  more 
ble  than  corporate  income  tax  co 
tions,  and  the  state  believed  that  sp 
incentives  would  increase  investmen 
Over  the  past  decade,  several  st< 
including  Minnesota  and  Louisiana, 
sidered  a  similar 
But  skeptical  s 
lawmakers  balkec 
the  unfamiliar 
Now,  states  such 
Florida  are  giving 
tax  a  second  look 
state  chamber  of  c 
merce  study  sugg 
that  a  vat  could 
prevent  a  projecte< 
billion-plus  buc 
shortfall. 

States  are  frust 
ed  with  sales  and  I 
porate  income  taj 
which  generate  alnj 
45%>  of  state  revenj 
(chart).  That's  becal 
sales  taxes  miss  I 
growing  service  ei 
omy.  And  state  tj 
suries  find  it  tougn 
collect  corporate ( 
come  taxes  from  small  businesses  I 
foreign-owned  companies.  "These  ta) 
tend  not  to  fit  the  economic  realities 
well  as  they  did  years  ago,"  says  B 
Bucks,  executive  director  of  the  Mi) 
state  Tax  Commission,  a  private  grj 
that  coordinates  state  tax  policy. 

Even  with  the  Michigan  decision, 
politics  of  enacting  an  entirely  new  < 
porate  tax  system  remain  perilous. 
Florida,  big  business  fears  a  vat  wo 
damage  the  state's  pro-business  ima 
"It's  a  bad  way  to  go,"  says  Jon  Shel 
president  of  Associated  Industries 
Florida,  a  trade  group.  "It  puts  you  a 
competitive  disadvantage."  But  with  1 
eral  aid  declining  and  demand  for  lc 
services  exploding,  states  are  hungry 
tap  reliable  new  revenue  sources.  Cor 
rations  can  only  hope  they  do  better 
state  legislatures  than  they  did  bef 
the  Supreme  Court. 

By  Tim  Smart  and  Howard  Gteckmar, 
Washington 
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\fter  50  years  of  creating  total 
:ommunication  solutions  for  big 
msiness,  Fujitsu  is  introducing  a 
najor  innovation  for  small  busi- 
ness: A  fax  designed  to  save  you 
ime,  space  and  money— at  home. 

The  Fujitsu  dex®  80. 

Without  all  the  backup  of  a 
:onventional  office,  your  home 
business  fax  actually  has  to  work 
larder.  The  dex  80  meets  business 
demands  at  a  price  that's  as  easy  to 
ive  with  as  its  compact  design. 

An  answer  for  one-liners. 

rhe  dex  80  has  a  built-in  answering 
machine  interface  so  when  you're 
away  you  can  receive  both  faxes  and 
phone  messages  on  your  one  phone 


0 


line.  The  full-function  integrated 
phone  handset  is  also  a  space-saver. 
It  makes  the  dex  80  the  only  phone 
you  need  in  your  home  office. 

Prime  cuts. 

The  dex  80  automatically  cuts  incom- 
ing documents  to  the  length  of  the 


Fujfrsu 


originals.  And  with  a  transmission 
speed  of  15  seconds  a  page,  it  can 
even  help  cut  your  phone  bills  (and 
keep  your  phone  line  free). 

Right  to  privacy. 

No  more  junk  fax.  The  dex  80  lets 
you  program  up  to  50  numbers  for 
"selective  rejection." 

We  make  house  calls. 

So  your  home  stays  in  business,  the 
dex  80  is  backed  by  a  nationwide 
dedicated  fax  service  network. 

For  more  information  on  how  the 
dex  80  is  making  business  feel  right 
at  home  contact  Fujitsu  Imaging 
Systems  of  America,  3  Corporate 
Drive,  Danbury,  CT  06810 
or  call  1-800-243-7046. 


The  global  computer  &  communications  company. 
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INVESTIGATIONS  I 


THE  FALL  OF  THE  HOUSE 
OF  FREEDLAHDER 


Eric's  arrest  caps  a  probe  into  alleged  second-mortgage  scams 


Freedlander  Inc.  always  had  ambi- 
tion. It  started  out  as  a  family- 
owned  Richmond  (Va.)  real  estate 
firm,  then  mushroomed  into  one  of  the 
nation's  largest  second-mortgage  lend- 
ers. Its  ad  jingles  throughout  the  South 
promised  that  "Freedlander  always  has 
money  to  lend."  One  year,  the  firm  spon- 
sored its  own  professional  stock-car 
race,  the  Freedlander  200.  And  its  civic- 
minded  principals  acted  as  patron  saints 
of  hometown  charities. 

But  now  that  empire,  which  spanned 
33  states  and  built  a  loan  portfolio  top- 
ping $675  million,  has  crumbled.  On  Feb. 
13,  the  emperor  himself,  Eric  M.  Freed- 
lander, age  43,  was  ar- 
rested in  Los  Ange- 
les on  federal  fraud 
charges  of  orchestrat- 
ing a  $200  million  in- 
vestment swindle  that 
allegedly  victimized 
some  of  the  nation's 
best-known  financial  in- 
stitutions. "He  main- 
tains his  innocence  and 
is  going  to  defend 
himself  against  the 
charges,"  says  his  law- 
yer, Russell  Williams. 
Freedlander's  arrest 
caps  a  three-year  probe 
that  has  already  netted 
guilty  pleas  on  fraud 
charges  and  jail  time 
for  his  younger  brother, 
Benjamin,  and  his  moth- 
er, Eve. 

The  case  is  far  more 
than  an  alleged  Virginia 
investment  scam.  The  affair  raises  trou- 
bling questions  about  the  lax  oversight 
of  the  second-mortgage  industry.  And  it 
shows  the  pitfalls  that  loom  even  for 
sophisticated  players  such  as  the  Feder- 
al National  Mortgage  Assn.  (Fannie 
Mae)  and  Federal  Home  Loan  Mortgage 
Corp.  (Freddie  Mac). 
high  life.  At  their  peak,  the  Freed- 
landers  lived  the  high  life.  College  drop- 
out Eric  transformed  his  mother's  real 
estate  agency  into  a  go-go  financial  ser- 
vices operation.  He  enjoyed  the  trap- 
pings of  luxury:  a  corporate  jet,  a  500- 
acre  Virginia  horse  farm,  antique  cars, 
and  a  jacuzzi-equipped  office. 
The  firm  found  its  formula  in  the  late 


1970s,  when  it  began  originating  second- 
mortgage  loans,  which  allowed  cash- 
strapped  homeowners  to  tap  the  equity 
of  their  homes.  The  company  sold  loans 
to  investors  and  persuaded  friends  and 
pension-fund  managers  to  buy  interest- 
only  notes  that  paid  up  to  16%  a  year. 

The  notes  seemed  to  be  safe  invest- 
ments based  on  second  mortgages 
whose  income  would  finance  the  interest 
payments.  But  Richmond  oral  surgeon 
Allen  B.  Schwartz  and  his  wife  learned 
otherwise.  They  bought  a  $130,000  note 
on  a  house  purportedly  worth  $250,000 
only  to  learn  later  that  the  mortgage 
had  never  been  recorded  and  that  there 


Among  the  items  in  an  83- 
count  indictment: 


CONSPIRACY  TO  DEFRAUD 

Federal  prosecutors  charge 
that  Freedlander  conspired,  to 
defraud  a  number  of  financial 
institutions  by  misrepresent- 
ing the  quality  of  second 
mortgages 


MISAPPLICATION  OF  FUNDS 


By  the  mid-1980s,  with  banks  jumpii 
into  the  home-equity  loan  market,  tj 
Freedlanders  took  greater  risks,  lendin 
money  to  lower-income  homeowners  \ 
ready  swimming  in  credit-card  debt.  Fj 
this,  they  sometimes  charged  borrowej 
more  in  fees  than  the  value  of  the  loa 
court  papers  say. 

But  the  riskier  lending  soon  took  i 
toll.  Nonperforming  loans  grew  to  orj 
third  of  the  firm's  loan  portfolio  by  ear! 
1985,  according  to  court  papers.  Davl 
A.  Silver,  whose  Richmond  firm  servic! 
many  former  Freedlander  loans,  reca] 
seeing  some  properties  in  Tennessj 
that  had  been  "trashed  and  abandoned, 
hard  fall.  Prosecutors  allege  t( 
Freedlanders  masked  their  problenj 
through  computer  programs  designed 
Benjamin  that  enabled  the  company 
keep  two  sets  of  books — one  real,  an 
for  investors,  another  that  claimed  on; 
5%  of  loans  weren't  performing.  Mea 
while,  prosecutors  say  the  firm  co 
ered  interest  payments  to  noteholde 
by  paying  them  with  money  from  ne 
investors. 

According  to  cou 
papers,  when  Fann 
Mae  noticed  many 
the  loans  didn't  meet  i 
standards,  the  Free' 
landers  blamed  tr 
problems  on  compute 
errors.  Fannie  Ma 
nonetheless  suspendej 
the  firm  in  198; 
The  Freedlanders  the 
turned  to  Freddie  Me 
and  some  small  Ne' 
Jersey  thrifts,  v/hic 
bought  $40  million  i 
loans.  But  Freddie  Ms 


They  charge  Freedlander  pre- 
tended investors'  returns 
came  from  mortgage  pay- 
ments, but  they  actually  came 
from  sales  to  new  investors  ' 


THREE  YEARS  AFTER  HIS  FAMILY  FIRM  SANK, 
ERIC  WAS  STILL  PEDDLING  MORTGAGES 


were  already  two  other  liens  on  the 
property.  "The  airwaves  were  inundated 
with  Freedlander  commercials,"  says 
Schwartz's  wife,  Rona.  "You  just  as- 
sumed that  things  were  O.  K." 

Freedlander  also  allegedly  duped  big- 
ger fish.  In  the  early  1980s,  Fannie  Mae 
agreed  to  buy  more  than  $215  million  in 
loans  from  the  firm  based  on  false  infor- 
mation, according  to  the  indictment. 

The  catalyst  for  Freedlander's  meteor- 
ic rise  may  have  been  NCNB  Corp.  in 
Charlotte,  N.  C,  a  regional  banking  pow- 
er that  provided  it  with  a  $125  million 
credit  line,  "ncnb  was  the  deep  pocket," 
says  a  former  Freedlander  employee. 
"They  made  Freedlander." 


soon  grew  suspiciou 
and  pulled  out  of  j 
pending  $100  millio 
purchase.  A  year  late: 
ncnb  cut  its  ties  t 
Freedlander. 

That  broke  the  enteJ 
prise.  In  April,  1988,  tii 
firm  filed  for  bankruptcy,  with  liabilitie 
outstripping  assets  by  $154  million.  Fai 
nie  Mae  alone  lost  $20  million  oj 
the  mortgages  it  bought.  It  says  that . 
has  stopped  purchasing  second  mor 
gages  after  "some  bad  experiences. 
NCNB,  citing  pending  litigation,  decline 
comment. 

Despite  the  prison  sentences  for  hi 
relatives,  Eric  Freedlander  remained  ur 
deterred.  At  the  time  of  his  arrest,  h 
was  still  peddling  mortgages  in  South 
ern  California.  But  his  Midas  touch  ha^ 
run  out.  Unable  to  post  $150,000  in  bai 
he  languished  in  jail  for  a  week. 

By  Dean  Foust  and  Tim  Smart  i 
Washington 
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Business  runs  on 
information. 

Shouldn't  you  be 
using  premium? 

A  fact  is  a  fact— or  is  it? 

The  simple  truth  is  that  not  all  facts  are  created  or 
gathered  equally  And  Dow  Jones  Information  Services  is  the 
premier  case  in  point. 

At  Dow  Jones,  we've  been  providing  the  business 
and  financial  community  with  information  for  over  a 
century.  Through  personal  computers  and  over  news-  • 
wires,  TV,  radio,  telephone— and,  in  the  early  days,  :/ 
eager  messengers  bearing  handwritten  reports  of      ,  1 
the  day's  Wall  Street  trading  activity.  * 

But  we  do  more  than  just  pass  along  the  news. 
Dow  Jones  Information  Services  deploys  reporters 
who  actively  root  out  late-breaking  business  devel- 
opments and  report  them  to  you  just  seconds  after 
they're  uncovered — and  often  before  the  rest  of 
the  world  gets  word. 

But  as  important  as  it  is,  speed  is  only  one 
measure  of  information.  There  are  also  compre-  I 
hensiveness  and  accuracy. 

Which  is  why  we  provide  a  vast  and  easily 
navigated  electronic  reservoir  of  facts  you  can 
tap  into  as  needed.  Hundreds  of  sources  moni- 
toring every  business  discipline  and  industry. 
Including  exclusive  access  to  the  full  text  of  the 
business  world's  publication  of  record,  The  Wall 
Street  Journal",  and  the  newswire  of  record,  the 
Dow  Jones  News  Service*  (the  "Broadtape"). 

All  of  it  assembled  with  the  obsessive  attention 
to  detail  of  Dow  Jones,  by  any  measure  the  preeminent 
publisherof  business  news  and  information. 

So,  returning  to  our  original  question,  is  a  fact  just  a  fact? 
You  might  find  an  answer  in  the  Fortune  500  companies  all  over  the  world  who've  chosen  Dow  Jones  to  help  pro- 
vide them  with  their  information— especially  if  you  number  some  of  your  competitors  among  them. 

be.,offi^  DOWjONES  INFORMATION  SERVICES 

at  1-800-522-3567,  Ext.  1 83  *  and  we'll  show  you  how.  The  lifeblood  of  business." 


"inN.J  and  outside  (he  U  S  .  call  (609)  520-8349,  Ext  183  ©  1990  Dow  Jones  &  Company,  Inc  All  rights  reserved 


PEOPLE  I 


THIS  BOGEY  HAS 
ARNIE'S  NAME  ON  IT 


A  Florida  auto  company  bearing  Arnold  Palmer's  name  is  in  a  legal  jam 


F 


lew  athletes  have  cashed  in  on  their 
fame  like  Arnold  Palmer.  He's  a 
spokesman  for  Cadillac  cars  and 
appears  on  commercials  for  Jiffy  Lube 
International  Inc.  service  centers.  His 
golf-course  designs  are  in  demand  by 
exclusive  country  clubs  and  public  golf 
courses  alike.  And  Palmer  is  just  start- 
ing to  tap  his  popularity  overseas.  In 
Japan,  his  name  appears  on  a  variety  of 
goods  from  sportswear  to  lunch  boxes. 
In  Taiwan,  memberships  in  a  new  club 
featuring  a  Palmer  course  are  among 
the  hottest  tickets  around. 

But  Palmer  may  want  to  keep 
a  low  profile  in  Orlando.  An  am- 
bitious plan  to  build  a  nation- 
wide, publicly  traded  chain  of 
auto  dealerships  bearing  Palm- 
er's name  has  slid  into  a  swamp 
of  lawsuits  and  finger-pointing. 
The  golfer  says  he  holds  no  equi- 
ty interest  in  the  company,  Or- 
lando-based A  PAG  Holdings  Inc., 
and  Florida  corporate  records  do 
not  list  him  as  an  officer.  But 
because  he  lent  the  company  his 
name — APAG  stands  for  Arnold 
Palmer  Automotive  Group — the 
venture  is  becoming  a  headache 
for  the  61-year-old  golfer. 

For  starters.  Sun  Bank  is  su- 
ing APAG  and  its  chairman, 
James  O'Neal  Jr.,  for  $4.8  million 
for  defaulting  on  a  loan.  APAG's 
Braun  Cadillac  Inc.  dealership  in 
Orlando  was  placed  in  receiver- 
ship on  Dec.  4.  And  now,  the 
dealership's  disgruntled  former 
owner,  Edward  R.  Braun,  is  try- 
ing to  drag  Palmer  into  the  fray:  He 
says  O'Neal  owes  him  several  million 
dollars,  and  he  claims  Palmer  assured 
him  he  would  get  the  money. 
NO  stake?  In  an  interview  last  Novem- 
ber, before  APAG's  collapse,  Palmer  told 
BUSINESS  WEEK  that  he  had  essentially 
no  knowledge  of  APAG's  dealings  and 
that  the  outfit  was  O'Neal's  project.  "It 
hasn't  progressed,"  he  said  as  he  auto- 
graphed photos  in  his  Orlando  office. 
"To  my  knowledge.  [APAG's  problems] 
have  something  to  do  with  the  econom- 
ics of  the  automobile  business."  Court 
records  state  that  on  Jan.  13,  O'Neal 
checked  into  Florida  Hospital  and  was 
unavailable  for  comment.  O'Neal's  law- 
ver  wouldn't  sav  if  he  has  been  released. 


While  he  says  he  has  no  stake  in 
APAG,  Palmer  and  autos  go  way  back. 
He  got  into  the  business  in  the  early 
1970s,  when  he  bought  a  friend's  dealer- 
ship in  Charlotte,  N.  C.  O'Neal,  a  small- 
time real  estate  entrepreneur  from  Indi- 
ana, met  Palmer  in  the  mid-1970s.  He 
took  over  as  manager  of  Palmer's  Char- 
lotte dealership  in  1979,  eventually  add- 
ing five  others  to  Palmer's  stable. 

Under  O'Neal,  Palmer's  Hilton  Head 
(S.  C.)  Lincoln-Mercury  dealership  sold 
$421  million  worth  of  cars  in  1988 — the 
highest  volume  of  any  dealership  in  the 


management  contract  and  took  char 
of  Braun  Cadillac.  While  apag  did  i 
own  the  Arnold  Palmer  dealership  yet, 
carried  a  letter  of  intent  to  buy  the  Cc 
gin-O'Steen  dealership  in  Jacksonville 
Then  the  plan  bogged  down.  0'N< 
was  juggling  complex  financial  and  mi 
agement  arrangements  with  Palme 
dealerships,  Coggin,  Bankers  Trust, 
investment  group  that  included  t 
Pritzker  family,  and  a  third  dealer,  D 
Massey  of  Detroit,  who  says  he  was  si 
posed  to  run  APAG's  Cadillac  dealershi] 
There  were  simply  too  many  pieces 
the  puzzle,  say  some  people  involved 
the  deal. 

'HE'S  involved.'  apag's  downfall  w 
just  beginning.  In  September,  with  bu 
ness  in  a  slump,  it  defaulted  on  the  $< 
million  Sun  Bank  loan  that  was  used 
purchase  its  first  and  only  dealersh 
Braun  Cadillac.  Now,  Braun's  form 
owner  claims  he  has  received  only  abo 
half  of  the  $11  million  purchase  pri< 


The  ex-owner  of 
a  dealershi 
Arnol 

AutoitilOT 
Group  bough 
claims  Palmer  is 
responsible  for 
the  $5.5  million  it 
still  owes  him 


U.  S.,  according  to  Ward's  Auto  Dealer. 
In  large  part,  that  was  because  of  its 
huge  fleet  sales  to  Hertz  Corp.,  the  rent- 
al-car company  that  also  employs  Palm- 
er as  a  spokesman.  But  industry  profit 
margins  were  sagging,  and  a  recession 
loomed.  O'Neal  saw  a  shakeout  coming, 
he  told  BUSINESS  WEEK  in  a  November 
interview.  He  plotted  a  strategy  de- 
signed to  make  sure  Palmer's  dealer- 
ships were  survivors. 

The  plan  was  straightforward:  Ac- 
quire other  top  dealerships  and  merge 
them  with  Palmer's  under  the  APAG  um- 
brella. O'Neal  was  predicting  sales  of 
200,000  cars  and  $2  billion  in  revenue  by 
this  year.  In  early  1990,  things  appeared 
to  be  proceeding  nicely.  He  signed  a 


His  attorney,  Nader  Baydoun,  sa; 
Braun  will  hold  Palmer  responsible, 
nold  Palmer  gave  my  clients  assuranc 
the  deal  would  close,  and  it  never  die 
says  Baydoun.  "He's  involved  in  this 
Baydoun  says  Palmer  guaranteed  th 
the  sale  would  close  during  two  me< 
ings  in  Orlando. 

Palmer's  agent,  Alastair  Johnston, 
nies  that  his  client  played  any  role  in  t 
transaction.  He  says  Palmer  met  wi 
Braun  once  and  offered  only  to  a; 
O'Neal  about  any  money  he  might  ha 
still  owed  Braun.  For  now,  Palmer  isi 
commenting  on  the  APAG  affair.  Doggi 
by  a  mess  like  this,  it's  no  wonder 
would  rather  concentrate  on  golf. 

By  Antonio  N.  Fins  in  Orlani 
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nal  passengers 
customs 
planes  even  land. 


While  we're  flying  your 
packages  overseas,  detailed 
shipment  information  is  flying 
ahead  on  UPSnets,"our  global 
data  network. 

That  gives  UPS  customs 
brokers  in  destination  coun- 
tries a  sizable  head  start:  from  2 
to  3  6  hours.  And  that  gives  us 
extra  time  to  sort  out  potential 
clearance  problems  before  the 
packages  even  arrive. 

As  a  result, UPS  interna- 
tional shipments  are  well  on 
their  way  while  other  delivery 
companies  are  still  getting  their 
paperwork  in  order. 

What's  more,  this  technol- 
ogy doesn't  just  make  us  faster 
and  more  reliable.  It  makes  us 
more  efficient.  So  we  can  de- 
liver to  over  180  countries  and 
territories,  usually  for  a  lot  less 
than  other  companies  charge. 

So  next  time  you  have  an 
international  shipment  to  send, 
just  send  it  UPS. 

After  all,  many  companies 
can  fly  your  packages  overseas. 

It's  what  we  re  do-  i  ^ 
ing  while  they're  flying 
that  makes  all  the  dif- 
ference in  the  world. 


We  run  the  tightest  ship  in 
the  shipping  business.8 
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FANUC  BOWS  OUT 
OF  A  DICEY  DEAL 


►  A  deal  that  sparked  cries  of 
economic  imperialism  has  un- 
wound. On  Feb.  19,  Fanuc  of 
Japan  dropped  its  bid  to  buy  a 
stake  in  Moore  Special  Tool,  a 
Bridgeport  (Conn.)  precision 
machine-tool  maker.  Moore  of- 
ficials sought  Fanuc's  bid  to 
raise  money  that  would  in- 
crease the  computerized  profi- 
ciency of  its  machine  tools. 
When  word  of  the  talks  sur- 
faced late  last  year,  Washing- 
ton policymakers  said  that 
Moore  held  key  U.  S.  technol- 
ogy, some  of  which  is  used  to 
make  nuclear  weapons. 

The  sale,  critics  charged, 
would  amount  to  the  transfer 
of  sensitive  U.  S.  technology 
to  Japan.  An  interagency  pan- 
el recommended  government 
approval  of  the  deal,  but  the 
Bush  Administration  had  yet 
to  sign  off.  Fanuc  cited  delays 
in  getting  the  0.  K.  as  a  key 
reason  for  ending  its  bid. 


DAN  QUAYLE'S  GUIDE 
TO  BIOTECHNOLOGY 


►  Dan  Quayle  has  become  a 
biotech  booster.  On  Feb.  19, 
the  White  House  Council  on 
Competitiveness,  headed  by 
the  Vice-President,  issued  a 
set  of  recommendations  for 
maintaining  U.  S.  leadership 
in  everything  from  genetically 
engineered  crops  to  biotech 
drugs.  The  report  suggests 
streamlining  the  current  sys- 
tem for  regulating  genetically 
altered  products,  promoting 
faster  commercialization  of 
federally  funded  biotech  re- 
search, restructuring  the  R&D 
tax  credit  to  help  small  bio- 
tech companies,  and  improv- 
ing patent  protection. 


A  LOUD  KNOCK 

AT  SQUARE  D'S  DOOR 


►  Frustrated  by  two  years  of 
fruitless  secret  talks  about 
combining  their  businesses, 
French  electrical  products  gi- 
ant Schneider  on  Feb.  19  un- 


veiled a  $1.8  billion  bid  for 
American  competitor  Square 
D.  Schneider  Chairman  Didier 
Pineau-Valencienne  believes 
that  by  combining  Schneider's 
big  European  business  with 
Square  D's  strong  U.  S.  mar- 
ket share,  he  can  create  a 
global  powerhouse  in  electro- 
mechanical controls  and  pow- 
er distribution  equipment. 

Square  D,  based  in  Pala- 
tine, 111.,  says  only  that  it  will 
review  Schneider's  proposal 
"in  due  course."  But  with 
Schneider's  $78-a-share  offer 
a  rich  16  times  Square  D's 
1990  earnings  and  a  50%  pre- 
mium over  its  pre-offer  share 
price,  Square  D  may  have  dif- 
ficulty turning  Schneider  off. 


THE  UNIONS  SHAKE 
ON  A  HEALTH  PACKAGE 


►  Member  unions  of  the  afl- 
CIO  have  stopped  bickering 
over  their  position  on  health 
care  reform  and  reached  a 
compromise.  On  Feb.  19,  the 
35-member  Executive  Council 
declared  its  support  for  either 
a  system  run  and  financed  by 
the  federal  government  or  a 
plan  based  on  employer-paid 
insurance,  with  the  govern- 
ment covering  the  uninsured. 

As  an  interim  measure,  the 
unions  are  free  to  endorse  a 
plan  on  Capitol  Hill  that 
would  require  companies  to 
provide  health  insurance  or 
pay  a  tax  into  a  government- 
run  fund  to  cover  uninsured 
workers.  The  unions  also  vot- 


BEWARE  THE  VOICE-MAIL  HACKER 


Ah,  voice  mail.  It  promised  such 
efficiencies.  But  as  some  Hew- 
lett-Packard Co.  divisions  are 
discovering,  even  the  most  high- 
tech system  can  get  all  choked 
up.  It  seems  a  customer  recently 
called  an  HP  service  line  in  Colo- 
rado to  track  down  an  order — 
but  had  to  leave  a  message.  In 
mid-sentence,  the  caller  began 
coughing.  And  coughing.  And 
coughing.  For  the  next  40  sec- 
onds, she  hacked  into  the  receiver,  finally  gasping:  "Mayl 
should  call  back."  Whoever  picked  up  the  message  in  Coloi 
began  forwarding  the  tubercular  P.  S.  to  voice  mailboxes 
over  the  company,  and  it  started  to  multiply.  It  wasn't 
before  entire  departments  were  getting  the  ever-longer  coi 
athon,  which  collected  a  chain  of  prefaces  such  as:  "You've 
to  hear  this — it's  hilarious."  Not  everyone  thinks  it's  so  fui 
though.  The  companywide  yuk-yuk.  grouses  one  emplo; 
"has  jammed  up  my  mailbox." 


ed  to  let  the  federal  govern- 
ment set  payment  rates  for 
all  doctors  and  hospitals.  Plus 
they  would  drop  the  medicare 
eligibility  age  to  60  from  65. 


THE  REICHMANNS: 
SALES-A-POPPIN' 


►  With  the  global  real  estate 
slump  showing  few  signs  of 
abating,  Toronto's  Reichmann 
family  is  stepping  up  its  cam- 
paign to  raise  cash  and  shed 
diversified  assets.  On  Feb.  15, 
the  Reichmann-controlled  GW 
Utilities  sold  its  97'  stake  in 
British  food  and  beverage  gi- 
ant Allied-Lyons  for  $782  mil- 
lion, netting  the  Reichmanns 


$423  million.  That  should  1 
ease  some  of  the  pressure 
their  Olympia  &  York  c 
mercial  real  estate  empire 
In  December,  GW  Utili 
reaped  $793  million  by  sel 
Consumers'  Gas,  Canac 
largest  natural  gas  distr 
tor,  to  British  Gas.  Re 
mann  officials  say  more  s; 
are  likely,  including  a  stak 
Interprovincial  Pipe  L: 
which  runs  the  world's  lc 
est  crude-oil  pipeline  syste 


GOOD  OMENS  FOR 
DREXEL  AND  MILKEN 


er«r* 


►  Disgraced  and  bankri 
Drexel  Burnham  Lamb 
may  live  to  trade  again. 
Feb.  19,  the  firm's  many  c: 
itors  and  litigants,  who 
sought  $20  billion  in  clai 
agreed  to  settle  for  $2  bill 
That  should  leave  Dre: 
which  has  $2.8  billion  in 
sets,  enough  cash  to  erne 
from  bankruptcy  and  reo 
its  doors. 

Meanwhile,  Drexel's  fori 
junk  bond  czar,  Michael 
ken,  who  pleaded  guilty  to 
felony  counts  in  April, 
cheery  news.  Federal  Jui 
Kimba  Wood,  who  senten 
Milken  to  10  years  in  pri 
last   November,  said 
would  recommend  he  be 
roled  after  only  three  year: 
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Photo  Couriesy  ot  Boeing 


INFORMATION  IS  ONLY  AS  GOOD 
AS  YOUR  ABILITY  TO  MAKE  USE  OF  IT 


?he  control  panels  of  a  jet  airliner 
epresent  an  incredibly  complex  dis- 
may of  vital  information.  Information 
hat  is  meaningless  unless  you  know 
low  to  put  it  to  work. 

At  Moore,  making  information  work 
s  our  business.  Our  customer  list 
anges  from  small  entrepreneurial 
irms  to  multi-national  giants.  And  by 
olving  their  business  communication 
)roblems,  we  have  grown  into  an 
nternational  corporation  with  nearly 
>3  billion  in  annual  sales,  and  over 
!5,000  employees  in  54  countries. 

business  Forms  &  Products 

Dur  first  business  was  forms;  and 
oday,  over  100  years  later,  we  are  by 
ar  the  world  leader.  Designing,  print- 
ng,  storing  and  distributing  all  the 
brms  and  products  that  make  a  busi- 
less  run  for  the  small,  medium  and 
arge  business  markets. 

But  if  you  know  us  only  as  a  forms 
company,  you  don't  really  know  Moore, 
employing  the  latest  in  computerized 


technology,  we  are  also  in  the  business 
of  information  management. 

Information-Management  Services 

Every  company  needs  to  communicate 
with  customers,  employees,  sharehold- 
ers and  the  general  public.  At  Moore, 
we  re  professionals  at  solving  infor- 
mation management  problems.  And 
through  our  business-communications, 
direct-marketing  and  data-base 
services  divisions,  we  can  solve  those 
problems  more  effectively  and  cost- 
efficiently  than  you  could  manage  on 
your  own. 

Moore:  Where  Quality 
Is  The  Only  Solution 

Whatever  the  size  or  scope  of  your 
business,  Moore  can  provide  the  solu- 
tions to  your  business  communication 
problems.  Because  making  information 
work  for  business  is  what  we  do.  And 
we've  been  doing  it  longer. . .  and 
we  do  it  better. .  .than  anyone  else  in 
the  world. 


Serving  business  in  54  countries 


•31990  Moore 


CORPORATION 
LIMITED 

1  First  Canadian  Place 
Toronto.  Ontario, 
Canada  M5X  1G5 


Moore  Business 
Systems  Group 

The  Boulevard 
Richmond,  Victoria  3121 
Australia 
61-3-429-3411 

Moore  Formularios  Ltda. 

Avenida  Cauaxi,  118 
Alphaville 

Barueri.SP  CEP  06454 
Brazil 

55-11-709-2455 

Moore  Business  Forms 
&  Systems  Limited 

130  Adelaide  St  West 
Suite  1600 
Toronto,  Ontario 
Canada  M5H  3R7 
416-863-6502 

Toppan  Moore 
Company  Limited 

Ochanomizu  Square 
1-6  Kanda,  Surugadai 
Chiyoda-Ku 
Tokyo  101 
Japan 

81-3-259-2740 

Moore  de  Mexico 
S.A.de  C.V. 

Cerrada  de  Galeana  No  26 

Tlalnepantla 

Edo.  de  Mexico 

Mexico  54060 

905-397-0999 

Moore  Europe 

Route  de  Chavannes,  33 
1 007  Lausanne 
Switzerland 
41-21-252225 

Moore  USA 

1205  Milwaukee  Avenue 
Glenview,  IL  60025 
USA 

708-480-3000 
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OR  POLITICAL  PROS, 
INEMPLOYMENT  GETS  PERSONAL 


i  ■■hen  politics-smitten  David  Humphreville  chucked  a 
y^^m  six-figure  salary  as  a  Wall  Street  lawyer  to  become 
W^m  a  Democratic  campaign  consultant  in  1988,  he 
)ught  he'd  made  the  right  move.  Last  year,  the  34-year-old 
imphreville  earned  $80,000  developing  themes  and  issues  for 
ch  candidates  as  Senator  J.  Bennett  Johnston  of  Louisiana 
d  unsuccessful  Senate  challenger  Harry  Lonsdale  in  Ore- 
n.  He  loved  it:  "I  found  that  at  10  at  night,  I'd  rather  be 
lding  an  attack  from  a  challeng- 

than  reading  law  briefs." 
Like  a  lot  of  other  political  pros, 
imphreville  expected  an  early 
irt  to  1992  campaigns  to  pay  the 
Is  this  year.  But  the  pall  cast  on 
litical  activity  by  the  Persian 
ilf  war  has  turned  the  normal 
f-year  slowdown  in  political  activ- 

into  what  Republican  operative 
hn  Buckley  calls  "a  flat-out  de- 
ession"  for  many  campaign  con- 
ltants,  pollsters,  and  media  advis- 
5.  "I  may  actually  have  to  get  a 
al  job,"  frets  Humphreville. 
Those  consultants  who  do  sur- 
;e  the  shakeout  could  cash  in  next  year.  Redisricting  and 
tirements  are  likely  to  produce  a  record  number  of  hot  races 
r  open  House  seats.  And  by  the  time  it's  all  over,  total 
mpaign  spending  for  1992  may  well  set  another  record. 
im  pickings.  In  the  meantime,  however,  even  a  quick  end  to 
e  Persian  Gulf  war  won't  bring  an  immediate  return  to 
litics  as  usual,  since  Democratic  Presidential  aspirants  will 
int  to  let  a  respectable  interval  pass  before  resuming  parti- 
n  hostilities.  "We  are  a  year  from  Iowa  and  New  Hamp- 
ire,  and  there  is  absolutely  nothing  going  on,"  says  Tom 
Imonds  of  the  American  Association  of  Political  Consultants, 
've  never  seen  this  before." 

The  pickings  are  so  slim  that  such  big  consulting  firms  as 
ack,  Manafort,  Stone  &  Kelly  are  being  forced  to  drum  up 


business  from  state  legislature  candidates  in  New  Jersey  and 
Virginia,  which  hold  elections  this  fall.  Four  years  ago,  the  top 
Democratic  media  firm  of  Doak  &  Shrum  was  tailoring  a 
message  for  Presidential  candidate  Richard  A.  Gephardt  in 
Iowa.  Now,  it  has  to  be  content  with  beating  out  the  Sawyer/ 
Miller  Group  to  run  the  Kentucky  gubernatorial  campaign  of 
Martha  Wilkinson. 
Not  surprisingly,  the  squeeze  is  fiercest  in  Iowa  and  New 
I  Hampshire,  home  to  the  first  nomi- 
nating contests.  The  1988  Iowa  cau- 
cus pumped  $22  million  into  the 
state's  economy.  Today  Des  Moines 
■  storefronts  that  should  be  bustling 
with  activity  as  campaign  field  of- 
fices stand  empty.  Bruce  Koeppl,  a 
veteran  Iowa  Democratic  organiz- 
I  <>r,  is  helping  pay  his  bills  as  a  lob- 
byist at  the  state  legislature.  "It's 
sort  of  weird.  You  check  rumors 
out,  thinking  there  might  be  some 
business,  and  there's  nothing  to  it," 
he  says. 

To  make  ends  meet,  consultants 
are  diversifying  into  such  work  as 
selling  "image  management"  services  to  foreign  countries  and 
corporations.  Sawyer/Miller  recently  added  Southland  Corp. 
and  Nynex  Corp.  to  a  client  list  that  includes  Portugal,  Colom- 
bia, and  the  Philippines.  Smaller  firms  are  grabbing  whatever 
crumbs  they  can  find,  from  devising  low-budget  ads  for  900 
phone  services  to  arranging  corporate  videoconferences. 

With  consultants  being  blamed  for  last  year's  mud-slinging 
campaigns,  the  public  won't  shed  many  tears  at  the  industry's 
distress.  "We  don't  get  much  sympathy,"  says  James  Carville, 
a  staff  recruiter  for  Democratic  campaigns.  "But  there's  a  lot 
of  campaign  talent  eating  into  their  savings  right  now."  As  for 
Carville,  he  hasn't  been  hitting  the  hustings  much.  "I've  been 
spending  my  time  watching  Andy  Griffith  reruns,"  he  says. 

By  Douglas  Harbrecht  with  Paula  Dwyer  in  Washington 


MMTAL  WRAPUPI 


OCIAL  ISSUES 


Legislation  guaranteeing  parents  of 
newborns  or  sick  children  time  off 
he  job  may  rise  from  the  ashes.  Last 
'ear,  President  Bush  vetoed  the  Fam- 
ly  &  Medical  Leave  Act,  which  would 
lave  required  12  weeks  of  unpaid  leave 
'or  new  parents  or  workers  facing 
'amily  emergencies.  Now,  Senator  Or- 
'in  Hatch  (R-Utah)  has  drawn  up  a 
mbstitute  that  may  prove  more  accept- 
ible  to  both  business  and  the  White 
-louse.  The  Hatch  Bill  removes  the 
guarantee  but  mandates  that  employ- 
es must  give  returning  parents  a  pref- 
;rence  in  hiring  for  up  to  six  years 
ifter  taking  leave.  New  Labor  Secre- 


tary Lynn  Martin  could  give  the  mea- 
sure a  boost.  She  voted  for  the  bill  last 
year  and  has  promised  to  "work  with 
all  sides"  to  find  a  compromise. 

BANKING  

The  Bush  Administration  says  bank- 
ing reform  is  its  top  domestic  legis- 
lative priority.  But  the  White  House's 
point  man  on  the  issue  isn't  giving  up 
his  day  job.  New  York  University  law 
Professor  Michael  Klausner  is  joining 
the  President's  policy  staff  to  help  on 
banking.  But  he's  keeping  his  teaching 
post  and  plans  to  spend  only  one  day 
or  so  a  week  in  Washington.  The  Trea- 
sury Dept.  also  is  handling  much  of  the 
day-to-day  legislative  work. 


THE  BUDGET 


The  barons  of  congressional  appro- 
priations committees,  no  friends  of 
budget  deals  that  tie  their  hands,  are 
already  at  work  trying  to  undermine 
last  fall's  budget  pact.  John  P.  Murtha 
(D-Pa.),  chairman  of  the  House  defense 
appropriations  subcommittee,  led  off  a 
hearing  on  the  Defense  Dept.'s  fiscal 
1992  spending  plan  by  warning  that 
he'd  find  it  hard  to  maintain  a  high 
state  of  military  readiness  while  living 
within  the  agreed-to  $283  billion  Penta- 
gon budget.  A  plan  to  reduce  after- 
inflation  military  spending  by  26%  over 
six  years  was  the  cornerstone  of  the 
White  House-Capitol  Hill  budget  pact. 


JHINGTON  OUTLOOK 
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,   THE  PLUS  IS  DOS/MAC 

*  coummwuTY. 


Introducing  the  Kodak  Ektaplus  7016  printer. 
Equipped  with  Adobe  PostScript 

language/Appletalk  interface  options, 
it  can  support  both  DOS  and 

Macintosh  computers  simultaneously! 
Configure  it  with  four  ports, 
and  it  can  support  up  to  four 
users,  or  even  four 
networks.  Six  emulations 
make  it  an  ideal 
shared  printer  for  any 
work  group. 


PUNTER 

WITH  A  PUIS 


rHEPlUS 
IS  16PPM  SPEED. 

rwice  as  fast  as  traditional  printers,  the  Kodak 
:.ktaplus  7016  printer  can  make  you  at  least  twice 
is  productive.  It  maintains  fast,  high-quality 
hroughput,  even  when  printing  Adobe  PostScript 
anguage.  It  helps  you  get  more  done  in  a  day. 


THE  PIUS 
ISACOPER 

Imagine  the  convenience  of  having  a  built-in 
copier  for  those  frequent  one-  or  two-copy 
jobs!  The  Kodak  Ektaplus  7016  printer  comes 
standard  with  a  6  pages-per-minute 
convenience  copier  that  keeps  everybody 
on  the  job  instead  of  on  the  run. 


The  Kodak  Ektaplus  7016  printer 

comes  with  the  quality  and  reliability 
you've  come  to  expect  from  the 
world  leader  in  imaging.  For  the  name 
of  the  dealer  nearest  you,  call 
1  800  344-0006,  Ext.  456. 


Kodak  Ektaplus  7016  printer 


Company,  1991 


Adobe  and  PostScript  are  registered  trademarks 


n?s  Incorporated  and  are  registered  in  the  U.S. 


nternational  Business 


WHY  EUROPE 

IS  IN  DOLLAR  SHOCK 


U.S.  exports  of  consumer,  high-tech,  and  capital  goods  are  surging— and  this  time  it  may  be  no  flu 


■  n  the  Belgian  village 

■  of  Zaventem,  Paul 
H  Vermeir  stands  out. 
German,  French,  and 
even  Japanese  cars  line 
the  tidy  streets.  Outside 
Vermeir's  house,  how- 
ever, there's  a  sleek, 
black  Chrysler  Voyager 
minivan.  Early  this 
year,  the  40-ish  owner 
of  a  carpet-cleaning  ser- 
vice paid  $33,000  to  buy 
the  Voyager,  equipped 
with  air  conditioning 
and  automatic  transmis- 
sion. Vermeir  rejected 
European  and  Japanese 
minivans  in  favor  of  the 
U.  S.  import.  "This  is  a 
car  the  Americans  in- 
vented," says  Vermeir. 
"They  know  how  to 
make  it  best." 

Vermeir's  choice  may 
seem  novel  in  Zaven- 
tem, but  he's  on  the  cut- 
ting edge  of  a  new  trend.  Across  Eu- 
rope, American  products  are  selling  like 
crazy.  This  time,  it's  more  than  a  con- 
sumer craze  for  Timberland  boots  and 
Levi's  jeans,  although  such  goods  are 
still  hot.  Now,  autos,  computer  peripher- 
als, bar-code-reading  sensors,  medical 
products,  and  a  much  broader  range  of 
consumer,  high-tech,  and  capital  goods 
are  pouring  into  Europe. 


WITH  A  $35,000  GERMAN  STICKER  PRICE,  THE  CHRYSLER  LE  BARON 
SELLS  WELL  AGAINST  EUROPEAN  LUXURY  CARS 


America's  export  success  came  across 
loud  and  clear  when  the  U.  S.  Commerce 
Dept.  released  1990  trade  results  on  Feb. 
15.  Overall,  the  American  merchandise 
trade  deficit  persisted  at  a  level  of  $101 
billion  for  the  year.  But  for  the  first 
time  in  eight  years,  the  U.  S.  had  a  sur- 
plus in  merchandise  trade  with  23  coun- 
tries of  Western  Europe,  winch  soak  up 
297'  of  America's  exports.  Although  the 


t! 


growth  of  total  U.  S 
ports  is  slowing, 
fact  remains  that  An 
ican  companies  sold 
billion  more  to  Eur 
in  1990  than 
bought  (charts), 
ports  to  Europe,  a 
13%  increase,  < 
stripped  export  rise: 
Japan,  Canada,  and 
rest  of  the  world. 

The  low  dollar  is 
driving  force  behind 
European-bound  exp 
drive.  The  trend 
been  in  the  works  sii 
1985,  when  the  dol 
began  to  sink  agai 
European  currenci 
The  pressure  has  be 
gradually  building, 
American  compan 
flocked  to  Europe  in 
late  1980s.  Hoping 
get  in  on  the  action 
the  Europeans  went 
a  spending  spree  to  prepare  for  199 
single  market,  the  Americans  built 
distribution  and  sales  networks  af 
years  of  neglect.  Then  came  the  we 
dollar.  Already  enjoying  lower  costs 
home  after  years  of  restructuring,  U. 
companies  could  suddenly  cut  prices 
Europe  with  ease.  American  goods  s 
"hypercompetitive,"  says  David  Rolls 
an  economist  at  DRl/McGraw-Hill. 


AS  THE  DOLLAR 
HAS  DIPPED... 


...AMERICAN  EXPORTS  TO 
EUROPE  HAVE  CLIMBED... 


...AND  THE  U.S.  NOW  HAS 
A  SURPLUS  WITH  EUROPE 


A  DOLLARS  PER  MARK 
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DATA:  BRIDGE  INFORMATION  SYSTEMS  INC.,  COMMERCE  DEPT. 
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n  the  past,  the  Europeans  might  have 
:en  quick  American  successes  in 
ide,  assuming  that  an  upswing  in  the 
lar  would  eventually  drive  U.  S.  com- 
lies  home.  But  this  time,  as  they  be- 
to  grab  market  share,  their  presence 
ks  more  permanent,  and  it's  rattling 
ropean  nerves  (page  38). 
n  computers,  the  dominant  Ameri- 
s,  including  Sun  Microsystems,  Hew- 
t-Packard,  and  IBM,  are  lowering 
:es  in  the  local  currency,  conquering 
rket  share,  and  putting  enormous 
ssure  on  the  already  hobbling  Euro- 
ji  computer  makers.  Price  differences 
so  great  that  Dan  Fletcher, 
Irussels-based  computer  deal- 
can  buy  U.  S.-made  286  and 
I  personal  computers,  print- 
,  and  monitors,  add  20%  prof- 
and  still  charge  significantly 
3  than  his  principal  European 
npetitor,  Amstrad. 

in  '91?  In  some  cases,  the 
lericans  are  benefiting  from 
/irtuous  cycle.  Many  Ameri- 
i  multinationals  gearing  up  in 
rope  are  buying  equipment 
im  suppliers  back  home, 
ich  is  one  reason  capital- 
)ds  exports  are  so  strong, 
w,  some  European  companies 

■  shifting  their  supplier  net- 
Iks  to  take  advantage  of 
;aper  U.  S.-made  goods.  Brit- 
Aerospace  PLC,  for  example, 

jeginning  to  make  U.  S.  prod- 
is  a  permanent  part  of  its 
siness,  shifting  to  lower-cost 
lerican  suppliers. 
Do  be  sure,  the  American  ex- 
rt  boom  has  its  skeptics, 
ne  economists  foresee  a  dip 
exports  to  Europe  in  1991  as 

■  major  economies  there  cope 
;h  recession  and  high  interest 
es.  Others  doubt  American 
ying  power,  saying  that  a 
•rency  shift  will  prompt  ex- 
•ters  to  fold  their  tents. 
3ut  most  American  exporters 
i  business  leaders  argue  that 
!  export  surge  is  only  in  its 
•ly  stages  and  will  expand 
>m  Europe  to  other  parts  of  the  world. 
:  hard  by  imports  in  the  1980s,  Ameri- 
l  companies  learned  that  they  had  to 
more  competitive  abroad.  That's  dou- 

■  true  now  that  the  U.  S.  economy  is  in 
:ession.  The  entry  of  many  new  play- 
:  into  the  export  game,  say  some, 
)ws  that  American  industry  has  a  new 
f -image.  "It  thinks  much  more  global- 
than  it  did  10  years  ago,"  says  Diane 
onk,  an  economist  at  First  National 
nk  of  Chicago.  "This  is  a  structural 
inge  in  the  U.  S.  economy." 

rhe  bulk  of  the  recent  export  volume 
't  from  newcomers,  though.  It  in- 
ides  such  traditional  exports  as 


Boeing  jets,  IBM  mainframes,  and  Cater- 
pillar bulldozers.  Europeans  gobbled  up 
an  estimated  39%  of  all  U.  S.  aircraft 
exports  and  44%  of  computer  exports  in 
1990.  Some  traditional  exporters  that 
lost  interest  in  Europe  are  back  as  well. 
U.  S.  Steel  International  Inc.,  a  unit  of 
USX  Corp.,  now  reaps  10%  of  its  sales 
overseas,  including  Europe. 

What's  encouraging  to  U.  S.  export 
gurus,  however,  is  that  hundreds  of 
small  and  midsize  companies  are  jump- 
ing on  the  export  bandwagon,  taking 
over  market  niches  where  there  is  scant 
European   competition — from  trans- 


INTO  THE  HOLD:  USX,  LONG  ABSENT  FROM  EUROPE'S 
MARKETS,  NOW  SELLS  10%  OF  ITS  STEEL  OVERSEAS 


dermal  skin  patches  to  specialty  teas. 
"You're  seeing  a  much  greater  involve- 
ment among  all  sizes  of  American  busi- 
nesses," says  Barry  Rogstad,  president 
of  the  Washington-based  American  Busi- 
ness Conference,  which  represents  100 
companies  with  growing  international 
sales.  "You've  got  plenty  of  room  for 
this  to  continue." 

Overall,  high-tech  companies  are  big 
sellers  in  Europe,  especially  ones  that 
help  feed  its  growing  appetite  for  effi- 
ciency and  data  management.  Take  Sym- 
bol Technologies  Inc.,  a  Bohemia  (N.  Y.) 
company.  Its  bar-graph  code  system, 
which  stores  3,000  characters  of  text  in 


two  square  inches  of  space,  means  that 
a  transaction  at  a  cash  register  is  coded 
rapidly  or  that  documentation  for  a  ship- 
ment can  be  slapped  on  the  side  of  a 
carton  and  read  by  a  hand-held  monitor. 
Symbol  racked  up  $231  million  in  sales 
last  year,  $70  million  of  it  in  Europe. 
back  in  style.  One  of  the  biggest  sur- 
prises is  Chrysler  Corp.'s  success  on  the 
Continent.  For  close  to  a  generation,  Eu- 
ropeans spurned  American  cars  as  gas- 
guzzling,  clumsy  monsters.  But  now,  the 
cheap  dollar  lets  U.  S.-made  autos  under- 
cut luxury  European  equivalents  by  a 
considerable  margin.  In  <  lermany,  sales 
of  U.  S.-made  cars  were  up  al- 
most $40  million,  to  $284  mil- 
lion, in  the  first  nine  months 
of  1990. 

In  fact,  the  Chrysler  LeBaron 
is  becoming  a  modish  second  car 
for  rich  Germans,  after  the 
ubiquitous  Mercedes-Benz.  Af- 
ter withdrawing  totally  from 
Europe  in  1978,  Chrysler  is  now 
back  with  a  flourish:  In  1990,  it 
sold  more  than  60,000  cars. 
Now,  it  is  signing  up  800  dealers 
in  11  countries.  General  Motors 
Corp.  sold  16,600  imports  in  10 
Western  European  countries 
last  year,  up  259<  from  1989. 
GM's  "mid-1990  target  is  240,000 
export  vehicles,  four  times  the 
current  Chrysler  volume. 

Of  course,  U.  S.  export  suc- 
cess has  not  been  without  prob- 
lems. American  companies  have 
a  history  of  flocking  to  the  Eu- 
ropean market  when  a  low  dol- 
lar makes  it  easy  to  sell,  then 
running  when  the  dollar  heads 
north,  leaving  clients  without 
service  or  support.  Indeed,  the 
dollar  is  certain  to  rise  again, 
and  that  could  be  a  test  for 
America's  small  export  miracle. 
"The  potential  danger  of  a  low 
dollar  is  it's  easy  to  believe  that 
you  are  more  competitive  than 
you  really  are,"  warns  Tomo 
Razmilovic,  vice-president  of 
Symbol  Technologies. 
The  broader  test  will  be 
whether  American  exporters  can  dupli- 
cate their  European  success  story  else- 
where, particularly  in  the  tough  markets 
of  East  Asia.  At  stake  is  the  American 
economy's  ability  to  find  its  way  out  of 
recession.  Most  of  the  1%  growth  in 
the  U.  S.  economy  last  year  was  the 
result  of  merchandise  exports,  accord- 
ing to  the  Commerce  Dept.  That's  why 
no  matter  how  difficult  export  markets 
are,  the  Americans  are  likely  to  keep 
coming. 

By  Jonathan  Kapstein  and  Patrick  Oster 
in  Brussels,  with  Kevin  Kelly  in  Chicago, 
Paul  Magnusson  in  Washington,  and  bu- 
reau reports 
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EUROPE  I 


A  BACKLASH  IS 
ALREADY  BEGINNING 


As  Europe's  profits  plummet,  tensions  with  the  U.S.  heighten 


J 


lean-Rene  Fourtou,  chairman  of 
France's  Rhone-Poulenc,  hoped  to  in- 
sulate the  chemical  giant  from  Eu- 
rope's economic  ups  and  downs  by  spend- 
ing billions  of  dollars  on  acquisitions  in  the 
U.  S.  As  a  result,  207  of  the  group's  $15.5 
billion  in  annual  sales  now  comes  from 
America.  But  Fourtou's  strategy  has  back- 
fired as  the  dollar  has  plunged  15% 
against  the  French  franc  in  the  past  year. 

Already  burdened  by  acquisition  costs, 
Rhone-Poulenc  is  being  squeezed 
even  further  by  the  U.  S.  reces- 
sion. Especially  hard-hit  are  its 
specialty  chemicals,  whose  sales 
and  profits  appear  even  worse 
when  translated  from  weak  dol- 
lars into  strong  francs.  To  make 
things  worse,  the  cheap  greenback 
has  permitted  U.  S.  chemical  ex- 
porters to  muscle  into  Rhone-Pou- 
lenc's  European  home  turf.  Now, 
the  chemical  maker's  earnings  are 
in  a  tailspin.  On  Feb.  20,  Fourtou 
announced  that  his  group's  1990 
net  income  fell  527,  to  $382  mil- 
lion, and  that  1,000  workers  in 
France  would  be  laid  off.  Says 
Fourtou:  "Dollar  competition  is  go- 
ing to  continue  for  months,  even 
for  years." 

taking  a  beating.  From  one  end 
of  Europe  to  the  other,  scores  of 
CEOs  are  singing  the  same  mourn- 
ful tune.  With  much  of  Europe  al- 
ready in  or  at  the  brink  of  a  reces- 
sion brought  on  by  high  interest 
rates  in  Germany  and  other  coun- 
tries, the  low  dollar  is  only  putting 
further  pressure  on  already  lack- 
luster corporate  profits.  Carmak- 
ers Volkswagen,  Volvo,  and 
Rover,  and  French  luxury  goods  maker 
LVMH-Moet  Hennessy  Louis  Vuitton  are 
being  priced  out  of  the  vast  U.  S.  market. 
Some,  including  German  chemical  manu- 
facturer Bayer,  are  seeing  the  weak  dollar 
depress  U.  S.  profits.  And  others,  includ- 
ing electronics,  aircraft,  and  chemical  man- 
ufacturers, are  taking  a  beating,  as  Ameri- 
can competitors  draw  a  bead  on  340  million 
Euroconsumers  (page  36). 

The  new  dollar  shock  threatens  to 
heighten  tensions  between  the  U.  S.  and 
Europe  just  as  negotiators  from  around 
the  world  are  trying  to  save  the  General 


Agreement  on  Tariffs  &  Trade  from  col- 
lapsing. The  European  Community  is  lean- 
ing toward  easing  antimonopoly  rules  for 
steel,  airlines,  and  other  industries  to  help 
them  through  tough  times.  Harsher  mea- 
sures against  foreign  competitors  could 
follow.  Paul  R.  Krugman,  a  Massachu- 
setts Institute  of  Technology  trade  expert, 
for  one,  believes  "the  Europeans  will  be 
shameless  about  trying  to  block  imports." 
A  backlash  is  beginning  in  Europe's  cor- 


HOW  THE 

CHEAP 
DOLLAR  IS 


EHi 


JAGUAR 

Lost  estimated 

< 

$100  million 

t— 

before  taxes  in 

— 

1 990.  U.S. 

exports  off  66% 

CO 

in  January 

porate  boardrooms  as  well.  European  com- 
panies profited  mightily  from  exports  in 
the  early  1980s,  when  the  dollar  was  high. 
But  now  that  the  dollar  is  back  down, 
many  CEOs  are  charging  that  the  U.  S.  has 
set  out  to  destroy  European  industry — and 
its  $101.4  billion  in  annual  exports — by 
subsidizing  American  companies  with  a 
cheap  currency.  "The  U.  S.  cannot  tolerate 
competition  from  Europe,"  charges  Henri 
Matre,  chairman  of  Aerospatiale,  France's 
partner  in  the  European  Airbus  consor- 
tium. "They  want  us  to  go  bust." 
Such  feelings  are  prompting  calls  for 


government  support  of  hard-hit  industrl 
especially  in  France.  Air  France,  for  ex;j 
pie,  has  already  received  a  $394  million! 
fusion  of  capital  from  the  governmij 
Computer  maker  Groupe  Bull  has  requ 
ed  aid  for  restructuring  and  to  fund 
search  and  development.  And  Aerospat 
is  also  waiting  for  a  response  to 
plea  for  government  help.  While  its 
penses  are  in  francs,  the  Airbus  con 
tium  pays  for  all  its  work  contractsj 
dollars,  the  currency  of  international  a 
tion.  So,  Aerospatiale  claims,  every  10- 
time  rise  in  the  franc  against  the  do 
costs  it  $20  million  in  lost  earnings.  O 
the  past  year,  that  has  added  up  to  ab 
$1  billion.' 

bickering.  The  calls  for  state  intervent 
are  threatening  to  destroy  whatever  s 
chances  remain  to  bring  the  GATT  nego 
tions  to  a  successful  conclusion.  The  Ei 
peans  are  smarting  from  the  Feb.  14  d' 
sion  by  U.  S.  Trade  Representative  Ca 
A.  Hills  to  launch  a  compla 
against  the  German  governm 
over  state  subsidies  to  Daim 
Benz.  Since  the  auto  maker  tc 
over  Deutsche  Airbus  in  19 
Bonn  has  reimbursed  Daim 
$237  million  for  currency  loss 
Daimler  says  it  will  eventua 
have  to  repay  the  subsidies.  Bu 
has  already  received  $2.5  mill 
for  each  of  the  95  planes  delivei 
last  year. 

The  EC,  which  is  already  bick 
ing  over  some  earlier  promises 
cut  agricultural  subsidies, 
threatening  an  all-out  war  if  H 
doesn't  withdraw  the  complai 
While  the  EC  talks  of  retaliate 
companies  that  aren't  in  line  1 
government  subsidies  are  ble< 
ing.  Italian  apparel  makers  a 
French  luxury  goods  manufact 
ers  have  been  hit  hard.  So  ha 
carmakers.  Saab  Automobile  C 
507-owned  by  General  Moto 
Corp.,  estimates  it  lost  $848  milli 
last  year  as  U.  S.  sales  evaporat 
And  Ford  Motor  Co.'s  Jaguar  & 
Ltd.  unit,  which  relies  on  U.  S. 
ports  for  some  407  of  its  sal 
lost  an  estimated  $100  million 
1990.  With  the  pound  at  $1.95,  "the  curre 
exchange  rate  is  crippling,"  says  Da\ 
Boole,  a  Jaguar  director.  "It's  almost 
impossible  mountain  for  us  to  climb." 

Despite  the  chorus  of  complaints,  ] 
rope  can  do  little  to  get  the  dollar  back 
as  long  as  Washington  wants  to  see  Ami 
ica's  trade  balance  improve.  The  cheap  di 
lar  is  here,  and  "we  will  have  to  live  wi 
it,"  says  Christer  Zetterberg,  president 
Sweden's  Volvo.  For  those  who  cann 
adapt,  life  promises  to  be  harsh. 

By  Blanco  Riemer  in  Paris,  with  Ma 
Maremont  in  London  and  bureau  reports 
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IOW  LONG  CAN  JOHN  MAJOR 
IE  BRITAIN'S  DR.  FEELGOOD? 


ild-mannered,  high  school-educated  John  Major  bears 
little  resemblance  to  gruff  aristocrat  Winston  Chur- 
chill. Yet  overwhelming  public  support  for  Britain's 
igh  stand  alongside  the  U.  S.  in  the  Persian  Gulf  has  pushed 
i  Prime  Minister's  popularity  to  levels  rivaling  Churchill's  in 
>rld  War  II.  Nearly  100  days  after  Major  succeeded  his 
itical  mentor,  Margaret  Thatcher,  his  shrewd  political  touch 
I  unflappable  style  have  won  him  esteem  at  home  and 
•oad — in  stark  contrast  to  the  political  and  diplomatic  ten- 
ns  Thatcher  stirred  in  her  final  days.  Major's 
nservative  Party,  helped  by  his  personal  stand- 
;,  has  moved  7  points  ahead  of  the  Labor  Party 
polls  after  trailing  by  21  points  in  November. 
\s  in  the  U.  S.,  patriotic  stirrings  in  Britain 
;r  the  war  are  temporarily  masking  the  na- 
n's deep  economic  and  social  problems.  And 
nv  politicians  on  the  Continent  still  suspect 
it  Britain's  first  allegiance  is  to  the  U.  S.,  not 
rope.  Yet  while  lacking  Thatcher's  ideological 
vor,  Major  is  starting  to  map  his  own  agenda, 
servers  note  a  significant  policy  shift  in  his 
phasis  on  improving  public  services  and  his 
rmer  embrace  of  European  unity.  Thatcher 
,s  frequently  hostile  to  both.  Although  Major, 
i  Thatcher,  sees  limits  to  European  economic 
i  political  unity,  he  says  that  he  wants  Britain 
be  an  "enthusiastic"  partner.  That  is  winning 
;  respect  of  key  players  such  as  German  Chan- 
lor  Helmut  Kohl,  whose  government  is  con- 
buting  $550  million  toward  Britain's  costs  in  the  gulf. 
Still,  the  war  shows  how  tough  it  will  be  to  balance  Britain's 
s  with  the  U.  S.  and  Europe.  The  chaotic  European  response 
the  crisis,  Major  argues,  illustrates  the  dim  prospects  for 
ifying  Europe's  defense  and  foreign  policy.  To  bridge  the 
p,  he  is  proposing  greater  authority  for  the  European  Com- 
inity  and  the  Western  European  Union — the  dormant  Euro- 
an  military  organization — on  issues  such  as  arms  control 
d  defense  problems  outside  NATO. 


MAJOR:  ONCE  THE  GULF 
WAR  ENDS.  HE  COULD 
CALL  A  GENERAL  ELECTION 


At  home,  Major  is  scoring  big  with  his  common  touch,  such 
as  his  personal  intervention  to  waive  a  rule  that  delayed  cold- 
weather  payments  to  pensioners.  "British  people  regard  him 
as  'one  of  us,'  as  Maggie  never  was,"  says  Tory  Member  of 
Parliament  Sir  Hal  Miller.  The  Tories  may  try  to  capitalize  on 
rising  party  popularity  by  calling  a  quick  general  election  after 
the  gulf  war  ends.  But  timing  is  complicated  by  the  current 
recession,  which  isn't  expected  to  ease  until  late  summer,  and 
still-rising  unemployment. 

While  Major  has  played  a  deft  hand  so  far, 
bigger  political  tests — and  sharper  departures 
from  Thatcher's  domestic  policies — are  still  to 
come.  The  approach  of  local  elections  in  May  will 
put  Major  under  enormous  pressure  to  revise 
Thatcher's  regressive  poll  tax,  which  hits  the 
poor  as  hard  as  the  affluent.  He  is  likely  to  do  so 
by  returning  to  a  property-based  tax.  And  in  the 
Mar.  19  budget,  after  four  years  of  surpluses,  his 
government  is  expected  to  provide  for  renewed 
borrowing  to  channel  extra  money  into  education 
and  health.  Speaking  to  young  Tories  recently, 
Major  put  education  "at  the  top  of  my  agenda" 
and  criticized  schools'  performance  for  the  past 
30  years. 

missing  map.  On  such  issues,  Major  hopes  to 
steal  Labor's  thunder.  As  a  politician  who  has 
pulled  himself  up  by  the  bootstraps,  he  talks  of 
building  a  "classless  society."  Tory  MP  John  Bif- 
fen,  a  former  House  of  Commons  leader,  calls 
Major  a  "bloody  good"  politician  but  says  "we  need  something 
more  than  that."  He  warns:  "There  isn't  the  strategy  that  was 
there  in  Thatcher's  halcyon  days." 

To  sustain  his  fast  start,  if  Biffen  is  right,  Major  will  have 
to  come  up  with  a  clearer  road  map  to  the  better  society  he 
envisions.  And  he  still  needs  to  convince  voters,  for  the  fourth 
election  in  a  row,  that  the  Tories  are  a  party  of  constructive 
change. 

By  Richard  A.  Melcher  in  London,  with  bureau  reports 
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ore  than  ever  before,  the  long- 
ruling  Liberal  Democratic  Party 
;  being  forced  to  curry  favor  with  an 
pposition  party — this  time  the  Bud- 
hist-backed,  pacifist  Komeito.  The  LDP 
eeds  Komeito's  votes  in  the  Upper 
louse,  where  it  lost  control  in  1989. 
komeito  is  using  its  leverage  to  brake 
DP  moves  to  expand  Japan's  global 
ole.  Reflecting  the  views  of  the  Bud- 
hist  housewives  who  are  its  core  sup- 
orters,  Komeito  is  putting  restrictions 
n  the  LDP's  $9  billion  gulf  aid  pack- 
ge.  The  party  has  also  won  a  shift  of 
efense  funds  to  help  pay  for  the  aid. 
Politically,  Komeito  is  forcing  the 


LDP  to  strike  risky  electoral  deals,  such 
as  LDP  Secretary  General  Ichiro 
Ozawa's  agreement  to  back  Komeito's 
candidate  for  governor  in  April's  To- 
kyo election.  This  means  deserting  in- 
cumbent Governor  Shunichi  Suzuki,  fa- 
vored by  the  LDP's  Tokyo  chapter.  If 
Suzuki  wins,  the  powerful  Ozawa  may 
have  to  resign.  This  could  trigger  an 
upheaval  in  the  LDP.  While  Komeito  is 
helping  extend  the  LDP's  rule,  the  price 
it  is  extracting  in  return  may  prove 
politically  costly. 

SOVIET  UNION  

President   Gorbachev's  political 
crackdown  may  delay  Western 
plans  to  ease  curbs  on  high-technology 


sales  to  Moscow.  At  a  Feb.  27-28  meet- 
ing in  Paris,  the  Coordinating  Commit- 
tee on  Multilateral  Export  Controls  is 
expected  to  shrink  drastically  the  ros- 
ter of  technologies  that  member  coun- 
tries withhold  from  Moscow.  But  to 
show  disapproval  of  Gorbachev's  re- 
pression, the  17-nation  group  may  post- 
pone implementing  the  agreement. 

That  approach  reflects  cocom's 
premise  that  technology  sales  decisions 
should  be  based  on  the  strategic  threat 
from  the  Soviets,  which  has  dimin- 
ished, rather  than  politics.  But  by  de- 
laying application  of  the  new  rules,  the 
White  House  hopes  to  blunt  congres- 
sional demands  for  political  reprisals 
against  Gorbachev. 


^NATIONAL  OUTLOOK 
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Twist  and  Shoot. 


The  engineers  at  Hitachi 
have  just  come  up  with  a 
remarkable  new  twist  in  video 
technology.  It's  called  the  Twist 
and  Shoot  and  it's  the  only 
camcorder  that  twists  open  for 
instant  shooting. 

Closed,  its  super-thin,  25/8" 
profile  makes  it  the  world's  thin- 
nest video  camcorder.  It'll  fit  eas- 


ily into  a  purse  or  a  coat  pocket. 

Open,  it's  fully  automatic. 
Revolutionary  twin  beam  auto 
focus  produces  a  precise,  clear, 
stable  picture.  At  the  same  time, 
shutter  speed,  lens  opening  and 
white  balance  are  adjusted  auto- 
matically for  the  best  possible  g 
exposure. 

In  addition  to  all  its  conve 


nience,  the  Twist  and  Shoot  pro- 
duces sharp,  true-to-life  pictures 
everytime. 

To  appreciate  this  revolu- 
tionary new  kind  of  camcorder, 
call  1-800-HITACHI  for  your 
nearest  dealer.Then  shoot  on 
down  and  twist  one  for  yourself. 

0  HITACHI 

©  1991  Hitachi  Home  Electronics  (America),  Inc. 
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AN  ASAHI  BREW  UP 
MOTHER  BLOCKBUSTER? 

iper  Dry  lifted  the  beermaker  to  No.  2,  but  it  needs  a  new  hit 


fasuo  Matsui  loves  his 
job  as  managing  direc- 
tor of  marketing  for 
kyo's  Asahi  Breweries  Ltd. 
1987,  the  Super  Dry  beer 
helped  concoct  reversed  a 
year  slide  in  Asahi's  Japa- 
se  market  share,  catapult- 
t  it  from  9.6%  to  almost  25% 
lay.  Inspired  by  Japanese 
ports,  U.  S.-made  dry  beer 
mt  on  to  become  a  smash 
among  Americans. 
Mow,  after  years  of  faste- 
ning, Matsui  is  betting  big 
it  he  can  uncap  another 
nner.  This  time,  it's  Z,  pro- 
unced  zed  in  Japan.  It's  a 
w  draft  brew  that  Matsui 
Idly  claims  is  the  ultimate 
taste  and  aroma — a  super- 
er.  If  Z  scores  at  home, 
;ahi  may  also  begin  selling 
in  the  U.  S.  to  strengthen 
American  foothold  and  ac- 
lerate  its  global  expansion. 
Oddly  enough,  Asahi  is  a 
:tim  of  its  own  success  in 
pan  and  now  desperately 
eds  another  powerful  entry 
increase  sales  in  Japan  and 
road.  Japan's  No.  2  brewer 
lerged  from  the  frothy  dry- 
er wars  as  undisputed 
ampion  in  that  market  segment — but 
ngerously  dependent  on  it  as  well.  Su- 
r  Dry  accounts  for  a  hearty  95%  of 
;ahi's  beer  sales.  But  Japanese  de- 
ind  for  dry  beers  is  going  stale  even 
Asahi  has  spent  more  than  $2  billion 
ice  1987  to  triple  production  capacity, 
mlysts  say  the  resulting  depreciation 
d  interest  costs  held  1990  net  profits 
it  at  $44  million  on  sales  of  $5.4  billion 
d  may  keep  them  down  in  1991. 
ateside  brewing.  A  global  marketing 
rategy  could  help  re-ignite  profit 
owth.  Last  fall,  Asahi  purchased  just 
ider  20%  of  Australia's  troubled  Elders 
L  Ltd. — a  stake  that  archrival  Kirin 
'ewery  Co.  had  earlier  rejected.  But  of 
pan's  four  major  brewers,  only  Asahi 
ins  to  build  a  brewery  in  the  U.  S., 
obably  on  the  West  Coast.  Initially,  it 
11  turn  out  Super  Dry,  since  Asahi  al- 


MATSUI:  IF  HIS  Z  BRAND  SCORES  BIG  IN 
JAPAN,  HE  MAY  BRING  IT  TO  THE  U.S. 


ready   exports  400,000 
cases  of  it  to  the  U.  S.  an- 
nually. Asahi  may  also  brew 
Z  stateside  if  the  new  beer 
catches  on.  Two  of  the  three 
other  Japanese  majors  have 
agreements  allowing  Canadian 
brewers  to  produce  the  Japanese 
beers  under  license  and  export 
them  to  the  U.  S. 

The  odds  of  Asahi  coming 
with  another  hit  are  long.  "It's 
a  big  gamble  for  them,  but 
they've    got    their    backs  . 
against  the  wall,"  says  Elea-  'HG 
nor  Marsh,  beverage  analyst  for 
S.  G.  Warburg  Securities  (Japan)  Inc.  At 
a  time  when  most  new  Japanese  brands 
were  lucky  to  sell  a  million  cases  in  their 
first  year,  Super  Dry  sold  13.5  million. 
But  since  then,  Japanese  beer  guzzlers 


have  turned  up  their  noses  at  dozens  of 
other  new  brands,  including  Asahi's  only 
new  entry  in  three  years,  Super  Yeast. 
Thinking  big,  Asahi  President  Hirotaro 
Higuchi  aims  to  sell  30  million  cases  of  Z 
in  its  first  year — equal  to  a  57<  market 
share. 

Matsui  and  his  15-person  development 
team  took  more  than  four  years  to  de- 
velop Z.  They  tried  more  than  900  variet- 
ies of  yeast  and  studied  the  aromas  of  50 
beer  brands.  The  new  beer  is  brewed 
and  fermented  at  higher-than-usual  tem- 
peratures, using  an  unusual  yeast  that 
floats  rather  than  sinks.  Matsui  says  the 
result  is  a  full-bodied  beer  with  no  after- 
taste or  grainy  aroma.  Z  has  the  normal 
4.5%  alcohol  content  but,  he  says,  is  less 
sweet  and  less  filling. 
'SHEER  AGGRESSIVENESS.'  In  the  end,  Z 
will  rise  or  fall  on  its  marketing.  To 
launch  Z  in  late  February,  the  company 
is  kicking  off  a  nationwide  television,  ra- 
dio, newspaper,  and  magazine  blitz.  The 
$31  million  budget  for  the  campaign  is 
twice  what  was  spent  launching  Super 
Dry.  "We've  learned  we  can  win  by 
sheer  aggressiveness,"  says  Akira 
Ohara,  Asahi's  advertising  manager. 
Asahi  research  indicates  that  to  sell  beer 
in  the  '90s,  it  should  target  success-ori- 
ented males  from  25  to  35.  To  capture 
that  image,  Asahi  picked  Australian  golf 
star  Greg  Norman  as  Z's  spokesman. 

Japanese  beer  consumers  now  expect 
fresh  concepts  and  gimmicky  names.  In- 
dustry leader  Kirin  as  well  as  Suntory 
Ltd.  and  Sapporo  Breweries  Ltd.,  Ja- 
pan's other  big  brewers,  are  also  launch- 
ing new  beers  this  month.  But,  playing  it 
safe,  they're  still  using  Japanese  names 
for  their  suds.  Kirin's  brew  is 
SAPPORO  called  Ichiban  Shibori  Premi- 

18%     SUNTORY    urn,  It's  a  fancier  version 
8.1%       of  an  existing  brand. 

KiRJN  Asahi  boldly  went  for  the 

49  2% 

Western  Z  sound,  hoping 
i'Oty  THE  BREWf'A      consumers  would  think  of  Z 
**ACK  UP  IN  JAPA"    as  the  ultimate.  But  compet- 
itors wonder  if  it  will  work. 
MARKET  SHARE  meang    last    doesn't  it?» 

asks  Nobutada  Saji,  a  Suntory 
executive  vice-president. 
Asahi's  biggest  worry  is  Kirin, 
whose  goal  is  to  drive  its  market 
share  back  up  over  507'  with  the 
help  of  Ichiban  Shibori,  which  it  in- 
troduced a  year  ago.  Ichiban 
Shibori  was  a  huge  success  in 
its  first  year,  with  sales  top- 
pAn)||jt  ping  35  million  cases.  To 

^BURG  SECURITIES  counter  such  Asahj  js 

counting  on  Z.  "Z  will  decide  the  fate 
of  our  company,"  says  Matsui.  It's 
the  most  serious  drinking  game  he  has 
ever  played. 

By  Karen  Lowry  Millet-  in  Tokyo 
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S  General 
Schwarzkopf 
recently  gave 
Pagonis  his 
third  star — 
the  biggest 
promotion  of 
the  gulf  war 
so  far 


MANAGEMENT  I 


HALF  AUDIE  MURPHY, 
HALF  JACK  WELCH 


Gus  Pagonis,  Desert  Storm's  logistics  general,  is  a  twice-decorated  hero — and  a  hell  of  a  manager 


Anyone  who  has 
seen  Patton  knows 
the  scene:  The  gen- 
eral's tanks  are 
rumbling  across  the 
fields  in  pursuit  of 
a  retreating  Ger- 
man army  division, 
when  suddenly  they  stop  dead  in  their 
tracks.  They're  out  of  fuel,  and  the  re- 
supply  trucks  aren't  anywhere  close.  So 
they  sit,  while  the  enemy  escapes. 

"We're  not  going  to  let  that  happen 
here,"  vows  Lieutenant  General  William 
G.  "Gus"  Pagonis,  head  of  the  Army's 
Central  Support  Command  in  Saudi  Ara- 
bia. As  logistics  commander,  it  is  his  job 
to  make  sure  that  the  350,000  U.  S.  sol- 
diers fighting  the  ground  war  have  what 
they  need  to  defeat  Saddam  Hussein. 


With  their  all-terrain  fuel  tankers  and 
repair  vans,  logistics  crews  will  enter 
the  battlefield,  dodging  enemy  rockets 
and  artillery  fire  to  keep  tanks  and  ar- 
mored personnel  carriers  on  the  offen- 
sive. These  crews  spearhead  a  massive 
supply  effort  managed  by  Pagonis,  who 
is  running  the  largest  military  logistics 
operation  in  history. 

'the  best.'  Logistics  is  often  regarded  as 
the  tedious  side  of  war.  But  don't  tell 
Pagonis,  49,  a  logistics  lifer.  The  son  of 
Greek  immigrants,  he  grew  up  in  Char- 
leroi,  Pa.,  a  steel  town  outside  Pitts- 
burgh. Despite  his  height — 5  feet,  6  inch- 
es— he  was  a  plucky  guard  on  his  high 
school  basketball  team.  After  earning  a 
degree  in  transportation  management 
from  Perm  State  University,  he  joined 
the  Army.  A  tour  in  Vietnam  as  captain 


of  a  transportation  command  saw  him 
twice  decorated  after  leading  his  troops 
out  of  ambushes  under  fire. 

But  if  there's  a  lot  of  Audie  Murphy  in 
the  man,  there's  also  plenty  of  Jack 
Welch  and  Peter  Drucker.  Starting  from 
scratch  last  August,  he  has  built  a  distri- 
bution network  of  50,000  workers  and 
100,000  trucks,  with  massive  open-air 
"warehouses"  and  operating  expenses 
approaching  $1  billion.  That  requires  the 
kind  of  skill  that  would  test  the  capabili- 
ties of  a  seasoned  executive.  It  hasn't 
gone  unnoticed.  On  Feb.  12,  on  a  bleak 
airstrip  in  northern  Saudi  Arabia,  Gener- 
al H.  Norman  Schwarzkopf  pinned  a 
third  star  on  Pagonis'  collar,  elevating 
him  from  major  general  to  lieutenant 
general  in  the  biggest  promotion  of  the 
gulf  war  thus  far.  "He's  the  best  logis- 


WHEN  IT 
ABSOLUTELY, 
POSITIVELY 
HAS  TO  BE  THERE 


As  the  commander  of  logistics,  Lt.  Gen. 
Gus  Pagonis  is  in  charge  of  everything 
that  moves,  from  the  mail  to  the  toilet 
paper.  That  means  there's  a  lot  of 
loading  and  unloading  of  supplies 


DAILY  MAIL  DELIVERIES 
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tics  operator  I've  ever  known,"  Schwarz- 
kopf told  BUSINESS  week.  "Nobody 
could  have  done  the  job  better." 

Not  that  the  logistics  operation  has 
been  faultless.  Frontline  units  report 
shortages  of  items  such  as  ammunition, 
spare  parts,  and  electrical  generators. 
Some  units  are  wheeling  and  dealing  to 
iron  out  surpluses  and  shortages.  Still, 
by  early  February,  everything  needed  to 
launch  the  ground  war  was  in  theater. 

It  has  taken  a  monumental  effort. 
Early  on,  several  foreign-flag  crews  re- 
fused to  sail  into  the  war  zone,  forcing 
Pagonis  to  order  up  replacement  crews 
or  to  get  supplies  trucked  deep  into  Sau- 
di Arabia  from  Jedda  on  the  Red  Sea. 
And  many  of  the  Ready  Reserve  ships 
were  so  old  that  it  was  hard  to  find 
crews  to  operate  their  steam  turbines.  In 
one  case,  an  80-year-old  seaman  came 
out  of  retirement  to  help.  Then  there 
was  the  trouble  with  chocolate.  The  heat 
made  it  melt  in  soldiers'  hands,  not  in 
their  mouths,  so  the  Army  laid  out  $5.6 
million  to  buy  12  million  bars  of  heat 
resistant  chocolate  bars. 

Pagonis  accomplished  all  this  by  what 
he  calls  "centralized  command/decen- 
tralized execution."  Like  any  strong  CEO, 
he  delegates  almost  everything  but 
makes  the  big  decisions  on  his  own.  To 
do  that  effectively,  he  needs  some  meth- 
od of  getting  at  essential  information 
that  doesn't  bog  him  down  in  extraneous 
detail.  Pagonis'  system  is  decidedly  low- 
tech:  "I  use  three-by-five  cards." 

Writers  of  Army  reports  tend  toward 
the  verbose.  The  three-by-fives  keep 
their  accounts  and  requests  for  action 
under  control.  A  major  recently  tried 
sneaking  a  five-by-eight  card  past  Pa- 
gonis, but  he  rejected  it.  The  general 
responds  to  about  100  cards  a  day,  usu- 
ally within  12  hours,  with  a  simple  mes- 
sage scrawled  in  trademark  green  ink. 
"0.  K."  is  by  far  the  most  common,  with 
an  occasional  "psm"  for  "please  see  me" 
or  "psmu"  when  the  need  is  urgent. 
two-minute  warning.  Pagonis'  reputa- 
tion for  brevity  is  well  earned.  As  a  lieu- 
tenant colonel,  he  limited  all  oral  reports 
to  two  minutes  and  enforced  the  dead- 
line with  an  oven  timer.  That  way,  he 
says,  only  critical  information  finds  its 
way  to  the  top.  Even  now,  every  morn- 
ing, he  holds  a  30-minute  meeting  for  his 
top  40  officers,  and  it  has  never  gone 
past  that.  He  makes  everybody  remain 
standing  to  keep  them  from  digressing. 

Out  in  the  field,  communication  is 
tougher.  The  logistics  operation  of 


,50,000  troops  is  a  hodgepodge  of  units 
from  the  regular  Army,  reserves,  and 
National  Guard.  Military  doctrine  is  the 
same  for  all,  but  managing  such  an  op- 
eration on  the  fly  is  bound  to  leave  some 
gaping  holes.  Knitting  them  together  is 
a  squad  of  15  men  called  the  Ghostbus- 
ters,  charged  with  getting  out  among 
the  combat  troops,  identifying  logistics 
problems,  and  seeing  they  get  fixed. 

The  Busters  step  delicately,  making 
recommendations  and  getting  out  of  the 
way.  One  Buster  found  that  truck  driv- 
ers were  arriving  in  camps  where  vari- 
ous units  were  stationed,  with  no  idea 
where  to  drop  their  cargo.  He  had  gate 
stations  set  up  to  guide  the  drivers.  An 


most  Desert  Storm  troops  with  access  to 
two  fresh  meals  a  day.  This  policy  over- 
turns a  decision  by  Army  bean  counters 
several  years  ago  to  save  money  by  get- 
ting rid  of  cooks,  leaving  the  Meal 
Ready  to  Eat  and  other  infamous  shelf- 
stable  foods  the  only  menu  items. 
wiener  lift.  Wolf  even  went  a  step  fur- 
ther by  creating  his  Wolfmobile  hot  dog 
and  hamburger  stands.  To  supply  them, 
he  had  to  teach  the  Saudis — who  are 
providing  all  in-country  food,  water,  and 
fuel  at  no  charge — to  make  American- 
style  hot  dogs  (all  beef,  of  course).  Be- 
fore they  got  the  recipe  down,  Wolf 
pulled  strings  to  get  space  on  a  cargo 
plane  for  200,000  pounds  of  wieners. 


■  Pagonis 
and  his 
food  crew 
conspired  to 
bring  hot 
dogs  and 
hamburgers 
to  the  front 


obvious  solution,  but  one  that  had  fallen 
through  organizational  cracks. 

Behind  everything  Pagonis  does  is  a 
concern  for  frontline  troops,  acquired 
during  his  Vietnam  days.  "The  soldiers 
going  into  battle  get  the  best  and  most 
of  everything,"  says  Colonel  Roger 
Scearce,  Pagonis'  chief  of  staff.  Take 
latrines:  It  would  be  easier  to  require 
soldiers  to  settle  for  slit  trenches.  In- 
stead, Pagonis  set  up  an  assembly  line 
to  churn  out  prefab  plywood  outhouses 
for  all  but  the  forwardmost  soldiers. 

When  Prince  Turki  Bin  Nasir  Bin  Abd- 
ul Aziz,  a  Saudi  air  base  commander, 
offered  to  dip  into  his  personal  account 
to  build  Pagonis  a  villa  with  pool  and 
basketball  court,  the  general  demurred. 
But  he  asked  Turki  to  build  a  mess  hall, 
which  now  serves  up  to  3,800  soldiers. 

It  is  Pagonis  and  his  food  service  man- 
ager, Chief  Warrant  Officer  Wesley  C. 
Wolf,  who  have  managed  to  provide 


Pagonis  admits  that  luck  has  played  a 
large  part  in  Desert  Storm's  logistics 
success.  Saudi  Arabia  boasts  some  of 
the  world's  most  modern  seaports  and 
air  bases.  Unlike  truck  convoys  Pagonis 
commanded  in  Vietnam,  which  were  con- 
stantly bombarded  by  the  enemy,  the 
supply  lines  in  Desert  Storm  have  oper- 
ated under  mostly  friendly  skies. 

For  years,  Pagonis  says,  he  has  been 
arguing  with  Schwarzkopf  and  others 
for  more  cargo  ships,  trucks,  and  fork- 
lifts  to  move  goods  and  troops.  Often,  he 
has  come  out  on  the  losing  end.  But 
perhaps  as  a  result  of  his  success,  the 
top  brass  may  be  coming  around.  "I 
think  guys  like  me  need  to  be  reminded 
every  now  and  then  that  trucks  can  be 
as  important  as  tanks,"  says  Schwarz- 
kopf. Or,  as  the  Pagonis  motto  goes: 
"Good  logistics  is  combat  power." 

By  Russell  Mitchell  in  northern  Saudi 
Arabia,  with  Seth  Payne  in  Washington 
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IF  A  CAR  CO 
HAVE  A  SOUL 

BMW  introduces  the  8-Series.     This  imposing  and  immensely  r 
Nothing  eke  stirs  the  inventive  strong  4,123-pound  car  is  also 
passion  off  BMW  engineers  like  an  aerodynamic  marvel  whose 
the  chance  to  design  a  Grand     sleek  silhouette  creates  a  wind 
Touring  coupe.  A  car  that  com-    hushing  0.29  drag  coefficient, 
bines  style,  luxury,  and  perfor-      Open  the  hand-fitted  door 
mance  without  regard  for  the     and  the  steering  column  tilts  it- 
constraints  of  mass  production,  self  back  to  welcome  you  into  a 

For  proof,  consider  the  850i.    leather-rich  sanctum  where  all 
A  Grand  Tourer  so  advanced  it    of  your  needs  are  anticipated, 
merits  the  first  new  BMW  Series  From  a  seat-integrated  belt  sys- 
designation  in  nearly  14  years,  tern  that  automatically  adjusts 


URANYCAN 

HIS  IS  OURS. 

»  your  height  to  a  voice-acthrat-  wish,  the  first  six-speed  manual 
d  cellular  telephone  system.      gearbox  in  a  ¥-12  production  car. 
You  command  a  296-hp  V-12       The  new  flagship  of  the  BMW 
hat  is  %%the  last  word  in  modern  line  is  predictably  expensive.  It 
>iston  engine  technology"(Per-  is  also  predictably  rather  scarce, 
ormance  Car).  Its  power  is  wed      So  if  you  want  to  experience 
»  a  patented  suspension  with     exhilaration  and  confidence  not 
'unrivaled  ride  comfort"(Auto-  found  anywhere  ebe,  visit  your 
nobile  Magazine).  Plus  avail-      authorized  BMW  dealer  to  test 
ible  ASC+T,  a  new  breakthrough  drive  the 850i  soon.  And  let 
n  safety  that  vastly  improves      yoursoul  merge  with  ours,  f 
taction  and  stability.  And  if  you  THE  ULTIMATE  DRIVING  MACHINE. 
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PIONEERS  I 


BILL  McGOWAN: 

TO  THE  EDGE  AND  BACK 


The  irrepressible  MCI  chairman  talks  about  his  near-death,  his  heart  transplant,  and  how  he's  change* 


William  G.  McGowan  is  angry. 
As  he  sits  in  his  beige  and 
blond-oak  boardroom  in  Wash- 
ington, D.  C,  his  hands  chop  the  air, 
and  his  ruddy  complexion  flushes.  This 
time,  his  rage  isn't  directed  at  his 
nemesis,  American  Telephone  &  Tele- 
graph Co.  Nor  is  it  aimed  at  vacillating 
federal  regulators,  habitual  targets  of 
his  ire  for  the  past  20  years.  McGowan, 
chairman  of  MCI  Communications,  is  off 
on  a  tirade  about  one  of  his  greatest 
loathings:  corporate  bureaucracy.  '"The 
greatest  handicap  [in  running  a  compa- 
ny] is  that  organizations  hate  to 
change,"  he  says.  "You're  always  at  risk 
for  getting  chains  of  committees,  man- 
uals, procedures." 

It's  vintage  McGowan — a  reminder  of 
how  ferociously  McGowan  himself  re- 
sists change.  In  December,  1986,  a  mas- 
sive heart  attack  nearly  killed  him.  In- 
stead, he  had  a  heart  transplant  and 
went  back  to  work.  Now,  four 
years  after  his  closest  associates 
expected  him  to  be  only  a  memory, 
MCl's  bmnder  continues  to  pound 
away  at  the  themes  that  are  dear- 
est to  him. 

As  ever,  McGowan  is  plenty 
busy  as  MCI  grabs  for  niches  and 
fends  off  countermoves  by  AT&T. 
His  1990  acquisition  of  long-dis- 
tance carrier  Telecom  USA  helped 
push  MCl's  1990  revenues  to  $7.68 
billion,  a  19$  gain.  But  a  $550  mil- 
lion write-down  for  network  im- 
provements and  slow  growth  in 
the  fourth  quarter  pummeled 
Mil's  stock,  which  suffered  a  54$ 
drop  in  1990,  including  an  11' ! 
tumble  in  a  single  week  in  Novem- 
ber. Since  then,  it  has  outper- 
formed the  surging  Dow  and  has 
reached  about  27 — near  its  Octo- 
ber level. 

philanthropy.  Fiercely  private, 
McGowan  has  preferred  to  say  lit- 
tle in  public  about  his  heart  attack. 
But  lately,  he  has  become  active  in 
philanthropy  and  the  fight  against 
heart  disease,  and  along  with  that 
effort  has  come  a  willingness  to 
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speak  out  about  his  experience.  In  a  se- 
ries of  recent  interviews,  the  MCI  chair- 
man and  his  family  talked  in  great  detail 
about  the  trauma  of  his  heart  attack, 
transplant,  and  how  the  experience  has 
changed  them. 

McGowan,  62,  doesn't  pretend  to  be 
back  at  full  speed.  He  has  stepped  back 
considerably  from  day-to-day  operations, 
leaving  that  to  President  Bert  Roberts 
Jr.,  his  unofficial  heir  apparent.  Instead, 
"I  ask  myself,  what  is  the  most  critical 
thing  I  can  do  today?  What  if  I  don't 
have  the  strength  to  do  everything?" 
The  answer,  he  finds,  lies  in  charting 
overall  strategy,  spotting  trends,  preach- 
ing the  gospel  of  competition  in  telecom- 
munications, and  attacking  lapses 
among  legislators  and  regulators. 

He  has  also  begun  to  find  time  for 
activity  that  looks  suspiciously  like  lei- 
sure. In  November,  McGowan  took  an 
eight-day  trip  to  Europe  to  attend  a  tele- 


'I  ask . . .  what  is  the  most 
critical  thing  I  can  dq  today? 

What  if  I  don't  have  the 
strength  to  do  everything?, 


communications  conference  in  Lausanm 
Along  the  way,  he  spent  three  days  o 
the  French  Riviera  with  his  wife,  Chic: 
go  entrepreneur  Sue  Ling  Gin.  That 
leisure  once  unheard  of — and  scorned- 
by  the  combative,  irreverent  CEO. 

Yet  of  the  9,000  people  who  have  ha 
heart  transplants,  McGowan  has  bee 
among  the  most  active — and  he's  th 
first  chairman  of  a  major  corporation  t< 
go  back  to  work  after  one.  Once  h 
knew  he  had  the  chance,  McGowan  ha< 
no  doubt  that's  what  he  wanted  to  do 
"It's  not  just  a  job,"  he  says.  "It's  me. 
breakthrough.  Setting  benchmarks  fo 
cardiac     recovery     was     not  Bi 
McGowan's  first  brush  with  making  his 
tory.  In  1968,  along  with  electronics  ex 
pert  John  Goeken,  the  former  manage 
ment  consultant  launched  MCI  as 
private  microwave-radio  service  fo 
truck  drivers  in  the  Midwest.  Mc 
Gowan's  push  to  win  access  to  the  phon 
network  unleashed  forces  tha 
broke  AT&T's  1007'  monopoly  an 
provoked  the  restructuring  of  th< 
nation's  communications  industry 
In  the  early  1980s,  McGowan  har- 
ried the  Bell  System  in  federa 
court,  before  regulators,  and  in 
Congress,  winning  the  right  t 
provide  long-distance  service  tol 
millions  of  customers.  In  less  than! 
15  years,  MCl's  revenues  grew  a 
thousandfold. 

But  in  1986,  MCI  was  facing  a  i 
crisis.  Having  recruited  2.9  million 
residential  customers  with  lower 
long-distance  tolls,  it  watched  its 
access  charges  soar  and  its  price 
advantage  shrink  alarmingly.  By 
vearend,  the  company  had  laid  off 
2,400  of  its  16,000  employees  and 
recorded  a  staggering  $444  million 
loss.  As  he  had  for  15  years, 
McGowan  kept  working  12-  to 
15-hour  days,  smoking  at  least 
three  packs  of  Larks,  and  gulping 
perhaps  two  dozen  cups  of  coffee 
a  day.  Stiff  drinks  were  frequent, 
exercise  was  out  of  the  question, 
and  vacation  was  irrelevant. 
But  if  McGowan  was  a  whiz  at 
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niffing  out  nascent  industry  patterns, 
ie  was  blind  to  his  own  high-risk  profile. 
ior  was  he  shadowed  by  fears  of  mor- 
ality. McGowan  had  grown  up  in  a  ro- 
iust  family  headed  by  Irish  immigrant 
larents  in  Pennsylvania's  coal  country, 
lis  father,  known  as  Big  Andy,  was  a 
ailroad  engineer  on  the  Jersey  Central. 
Ie  was  "a  big  brute  of  a  man"  who 
ived  into  his  80s,  and  "there  was  no  sign 
f  heart  disease  in  my  family,"  says 
/IcGowan. 

Even  so,  McGowan  took  what  seemed 
ike  prudent  action.  He  had  never  been 
lospitalized,  but  in  late  October,  1986,  he 
hecked  into  the  Mayo  Clinic  for  a  two- 
lay  physical.  He  underwent  heart  ex- 
ims,  including  a  resting  electrocardio- 
gram and  a  treadmill  test.  Although  he 


brushed  off  the  clinic's  advice  on  how  to 
stop  smoking  and  manage  his  diet,  he 
recalls  getting  a  clean  bill  of  health.  (A 
spokeswoman  for  Mayo  said  the  clinic 
cannot  comment  on  any  patient's  case.) 
cold  and  clammy.  McGowan's  crisis  be- 
gan eight  weeks  later,  right  after  his 
58th  birthday.  Five  days  before  Christ- 
mas, he  was  digging  sand  fences  along 
the  dunes  at  his  Virginia  Beach  vacation 
home.  He  felt  something  vaguely  "fun- 
ny" come  over  him  and  sat  down,  but 
then  resumed  digging.  The  next  day,  af- 
ter lunch,  a  cold,  clammy  feeling  spread 
through  his  chest.  This  time,  he  knew  he 
was  having  a  heart  attack.  After  two 
days  in  the  hospital  there,  nurses  asked 
if  McGowan  would  be  going  home  for 
Christmas  so  they  could  close  the  ward. 


Sue  Gin  responded  by  chartering  a  heli- 
copter to  fly  McGowan  to  Washington's 
Georgetown  University  Hospital. 

"I  was  told  I'd  had  'the  businessman's 
heart  attack,'  "  he  says.  "I  thought  I'd 
be  in  the  hospital  four  weeks,  at  home 
four  weeks,  and  then  back  at  work  an 
hour  or  two  a  day."  That  may  be  one 
reason  he  insisted  on  no  public  an- 
nouncement. Not  until  16  days  later  did 
word  of  his  illness  reach  the  press — a 
delay  that  Wall  Street  criticized  and  that 
later  contributed  to  doubts  about 
McGowan's  recovery. 

What  McGowan  had  suffered  was  no 
eight-week  interlude,  however.  It  turned 
out  to  be  far  closer  to  one  of  the  half- 
million  fatal  heart  attacks  that  fell 
Americans  each  year.  McGowan  went 
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home  after  a  month  in  the  hospital,  tried 
keeping  in  touch  with  his  office  via  elec- 
tronic MCI  Mail,  and  gamely  joined  an 
exercise  group  of  recovering  heart- 
attack  survivors.  "The  problem  was,  I 
didn't  improve  with  exercise,"  says 
McGowan.  Family  members  watched  as 
he  weakened  on  brief  neighborhood 
walks.  In  February,  he  returned  for  the 
first  of  a  series  of  new  hospitalizations. 
SCARY  sight.  McGowan  realized  only 
gradually  the  severity  of  what  he  faced, 
but  he  knew  what  to  do  for  the  compa- 
ny: He  asked  V.  Orville  Wright,  MCl's 
66-year-old  retired  president,  to  serve  as 
acting  CEO.  Earlier,  Wright 
had  agreed  to  step  in  if 
McGowan  were  ever 
incapacitated.  Wright  saw 
McGowan's  worsening  condi- 
tion with  a  starkness  that 
both  McGowan's  wife  and  his 
brother  and  confidant,  Mon- 
signor  Andrew  Joseph  Mc- 
Gowan of  Scranton,  Pa., 
might  have  resisted.  "It  did 
not  look  like  he  would  pull 
through,"  says  Wright.  "He 
got  in  very  bad  shape,  though 
not  quite  a  living  vegetable. 
But  from  late  January  to  May 
1,  he  was  not  in  this  world." 

No  one  agrees  on  whether 
McGowan  or  his  doctors  first 
broached  the  subject  of  a 
heart  transplant,  but  the  idea 
initially  stunned  his  retinue 
when  it  came  up  in  early 
April.  "It's  not  something 
that's  real  acceptable  when 
you're  first  introduced  to  it," 
says  Gin.  What  McGowan  did 
reflected  the  pragmatism  his 
executives  know  well:  "He  be- 
gan to  manage  his  heart  like 
he  managed  the  business," 
says  MCI  President  Roberts. 

McGowan's  wife  and  his 
brother,  known  to  the  family 
as  Father  Joe,  conducted  en- 
cyclopedic sweeps  of  medical  literature 
by  computer.  Gin's  research  revealed 
that  in  the  previous  few  years,  heart 
transplants  had  gone  from  a  high-risk 
gamble  to  a  largely  predictable  proce- 
dure with  a  one-year  survival  rate  of 
70%.  And  most  of  those  patients  re- 
sumed an  active  life. 

Within  a  week,  McGowan  and  Gin  had 
decided  to  go  for  it.  Father  Joe  was  the 
holdout.  "I  was  kind  of  resistant,  and 
they  both  gave  me  that  look — as  if  I 
were  being  ridiculous,"  he  says.  "Trans- 
plant was  something  so  far  above  what  I 
was  familiar  with  that  I  began  calling 
Bill  one  of  the  astronauts." 

Feeble  but  spirited,  McGowan  began 
lobbying  for  a  spot  on  the  transplant  list 


at  Pittsburgh's  highly  regarded  Presby- 
terian University  Hospital.  Because  of 
the  chronic  shortage  of  donor  organs, 
this  became  a  crucial  step.  More  than 
one  in  four  patients  accepted  for  a  trans- 
plant dies  before  a  suitable  heart  can  be 
found,  and  thousands  more  never  even 
make  the  list.  "They  don't  tell  you  how 
to  fit  the  profile,"  says  McGowan,  but  he 
knew  in  part  what  he  was  up  against. 
He  was  slightly  older  than  most  candi- 
dates and  beyond  the  50  or  55  years  that 
many  centers  (though  not  Pitt)  were  us- 
ing as  an  age  cutoff.  His  recent  test 
results  from  the  Mayo  Clinic  became  a 


godsend:  "You  have  to  prove  there's 
nothing  else  wrong  with  you,  and  I  could 
use  those  tests,"  he  says. 

On  one  central  criterion — having  a  life 
expectancy  measured  in  months  or 
less — he  had  no  problem  passing  muster. 
His  weight  had  plummeted  from  185 
pounds  to  120  since  the  heart  attack,  and 
his  heart  was  unmistakably  failing.  On 
Good  Friday,  McGowan  was  flown  in  a 
private  jet  to  Pittsburgh.  Dr.  Bartley 
Griffith,  the  surgeon  who  performed  the 
transplant,  promptly  put  him  on  intrave- 
nous drugs  to  stimulate  his  heart,  and 
within  days,  inserted  a  balloon  pump  in 
McGowan's  aorta  to  assist  circulation. 

The  battle  of  nerves  continued. 
McGowan  had  to  hope  for  a  donor  or- 


gan, since  his  own  heart  had  all  bi: 
given  out.  Griffith  started  thinking  n 
might  have  to  remove  the  heart  arl 
place  McGowan  on  the  Jarvik  artifici; 
heart  until  a  donor  could  be  found.  Bi 
eight  hours  later,  a  heart  matchin 
McGowan's  blood  type,  tissue  type,  an 
size  became  available.  "That  day,  we  hal 
all  gone  to  mass  with  Father  Joe.  The! 
we  got  the  call,"  says  Gin.  A  transplai) 
team  chartered  a  jet  to  "harvest"  tn 
donor  heart,  plunged  it  into  an  ice-co| 
saline  solution,  and  flew  back  to  Presbi 
terian  within  the  four  hours  the  hea| 
could  survive.  "They  hold  air  traffic  fc1 
the  hearts,"  McGowan  say 
with  awe. 

As  the  flight  touched  dowt 
he  was  readied  for  surgery 
McGowan  remembers  wavin 
to  his   family  as  he  wa' 
wheeled  toward  the  operatin 
room.  No  less  than  17  reli 
tives  waved  back — his  wif 
had  learned  that  hospital  off 
cials  encourage  family  suf 
port.  Six  hours  and  10  mir] 
utes  later,  Griffith  close 
McGowan's  chest  over  a  hear; 
that    had    belonged  to 
20-year-old   car-crash  victiu 
"I  call  it  a  cardiac  trans 
plant,"  McGowan  says.  ' 
don't  use  the  word  'heart 
That  would  be  dragging  a  lo  I 
of  baggage  with  you." 
vivid  dreams.  After  surgery 
McGowan  drifted  in  and  ou 
of  consciousness  for  days 
subject  to  vivid  dreams  and 
hallucinations.  At  one  point 
he  imagined  that  the  entin 
critical  care  unit  was  flying  h 
an  airplane.  "Forget  the  firs 
10  days.  It's  a  world  you  can' 
even  describe,"  he  says.  Bui 
the    day    after  surgery 
McGowan  roused  himself  t<j 
demand   a   pad   and  pencil' 
Once  again  evoking  his  dub| 
bing  as  an  astronaut,  he  scribbled:  "Hov[ 
many  hours  since  launch?"  A  nurse  misl 
read  his  unsteady  scrawl  and  thought  h( 
was  asking  about  lunch,  but  Father  Jo( 
caught  the  allusion  and  answered:  "Thiri 
ty-one." 

Within  two  more  days,  McGowan — it 
a  gauze  mask  to  protect  him  agains 
microbes  that  could  have  been  especially 
dangerous  to  his  immune-suppresseci 
system — took  his  brother's  arm  for  £j 
brief  walk  down  the  hall.  "He  called  ii 
'the  lurch,'  '  says  Father  Joe 
McGowan's  new,  healthy  heart  had  be 
gun  to  do  its  work,  at  some  100,00( 
beats  per  day.  "All  of  a  sudden,  I  fell 
my  strength  returning,"  says  McGowan 

He  remained  in  the  hospital  for  five 
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weeks.  But  as  soon  as  it  became  clear 
that  the  transplant  was  taking  and  that 
no  dangerous  bleeding  would  occur, 
McGowan  again  took  control  of  his  fu- 
ture. Now,  he  was  planning  to  return  to 
work,  and  none  of  his  intimates  disputed 
his  intention.  Scarcely  anyone  could 
imagine  Bill  McGowan  not  exerting  him- 
self in  corporate  battle.  Certainly  not  his 
wife,  a  workaholic  who  was  then  run- 
ning a  $10  million-a-year  airline-catering 
company.  "I  don't  think  you  can  restrain 
Bill,  and  it's  not  something  I've  ever 
tried,"  she  says. 

NO  hoopla.  In  late  May,  a  month  after 
surgery,  McGowan  returned  to  his 
Georgetown  townhouse.  Of  that  time,  he 
says:  "You're  pleased  and  thrilled  about 
everything."  Six  weeks  later,  he  showed 
up  unannounced  at  his  office  for  two 
hours,  a  practice  he  continued  with  in- 
creasing frequency  during  the  summer. 
He  wanted  no  hoopla  about  his  return. 
"Nobody  knew  when  I'd  be  coming  in.  I 
was  back  full-time  by  Labor  Day.  By 
then,  it  was  old  hat  when  I  came  to 
work,"  says  McGowan,  who  assumed 
the  office  of  co-CEO  with  Wright. 

Of  course,  his  days  aren't  the  same 
relentless  grind  as  before.  Many  of 
McGowan's  workweeks  are  the  40-hour 
kind,  though  he  has  put  in  as  many  as 
60.  "He's  working  at  about  25%  of  his 
normal  capacity,"  says  Wright.  As  be- 
fore, McGowan  reads  voraciously — some 
six  newspapers  and  a  dozen  magazines. 
Blizzards  of  clips  fall  on  his  colleagues' 
desks.  In  1988,  for  example,  he  noticed  a 
surge  in  ads  for  fax  machines  in  The 
New  York  Times  and  decided  MCI  should 
create  the  first  customized  fax  network. 

Despite  his  wish  for  privacy  and  a 
personal  investment  in  appearing  hard- 
boiled,  McGowan  has  emerged  since  his 
transplant  as  a  leading  backer  of  at  least 
three  philanthropies.  In  November,  1989, 
he  gave  $3  million  to  his  alma  mater, 
King's  College  in  Wilkes-Barre,  Pa.,  for 
construction  of  a  new  business  school. 
He  heads  a  $40  million  fund-raising  cam- 
paign for  Georgetown's  Vincent  T.  Lom- 
bardi  Cancer  Center,  and  he  has  become 
deeply  involved  in  promoting  trans- 
plants. In  September,  McGowan  pledged 
$1  million  to  the  University  of  Pitts- 
burgh Medical  Center  for  clinical  study 
of  Novacor,  an  implantable  heart-assist 
device  that  could  obviate  the  need  for 
donor  hearts. 

Wright,  70,  retired  as  co-CEO  last  year 
and  is  pushing  the  advantages  of  retire- 
ment to  McGowan.  But  McGowan  scorns 
the  typical  retirement  scenario.  "You 
have  a  date,  everybody  knows  what  it 
is,"  he  says,  "and  then  that's  it — the 
world  is  all  of  a  sudden  gone.  That's 
crazy."  As  he  demonstrated  in  his  stare- 
down  with  death,  Bill  McGowan  is  going 
to  leave  on  his  own  terms. 

By  Daniel  Cohen  in  Washington 


Carnegie  Hall  Salutes 
Its  Corporate  Donors 

When  Andrew  Carnegie  built  the  "Music  Hall  on 
57th  Street"  one  hundred  years  ago,  he  under- 
stood the  importance  of  a  great  hall  not  only  to 
the  cultural  life  of  a  great  city  and  nation,  hut  to 
its  economic  growth,  as  well.  We  sincerely  thank 
the  local,  national,  and  international  corpora- 
tions whose  generosity  to  Carnegie  Hall  reflects 
their  commitment  to  this  principle,  and  to  the 
excellence  Carnegie  Hall  represents. 

To  contribute  to  the  Carnegie  Hall  Corporate 
Fund,  or  for  further  information  and  a  complete 
description  of  donor  benefits,  please  contact 
Susan  Shine,  Director,  Corporate  Fund,  Carnegie 
Hall,  881  Seventh  Avenue,  New  York,  New  York 
10019(212)903-9650. 
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STRATEGIES! 


IS  DAVID  HOAG  LTV'S 
MAN  OF  STEEL? 


Hut 


After  a  dramatic  shakeup,  the  highly  regai'ded  executive  has  the  reins — and  a  raft  of  problems 


RE 


.aymond  A.  Hay  has  certainly  suf- 
fered his  share  of  slings  and  ar- 
rows. Ever  since  the  LTV  Corp. 
chairman  led  the  company  into  bank- 
ruptcy court  in  mid-1986,  Hay  hasn't  ex- 
actly been  a  beloved  figure.  Outraged 
retired  LTV  steelworkers  torched  him 
in  effigy  after  medical  benefits  were 
temporarily  cut  off  in  1986.  That  same 
year,  Hay's  wife,  Grace,  opened  a  letter 
sent  to  the  couple's  home  in  Dallas  only 
to  find  an  envelope  full  of  live  cock- 
roaches. "People  need  someone  to  shoot 
at — and  I've  been  the  cannon  fodder," 
Hay  says. 

Well,  it  seems  they  won't  have  Ray 
Hay  to  kick  around  much  longer.  On 
Jan.  4,  LTV  announced  that  David  H. 
Hoag,  president  of  the  company's  steel 
unit,  would  take  over  as  chief  executive 
officer  at  the  aerospace  and  steel  con- 
cern. Hoag,  51,  also  personally  assumed 


the  company's  bankruptcy  negotiations 
from  LTV  Chief  Financial  Officer  James 
F.  Powers.  For  now,  Hay  will  retain  his 
title  as  chairman.  Even  so,  the  shakeup 
essentially  marks  the  end  of  Hay's 
stormy  eight-year  tenure  as  CEO  at  LTV, 
most  notable  for  the  1984  acquisition  of 
ailing  Republic  Steel  Corp.  that  ultimate- 
ly led  to  LTV's  Chapter  11  filing. 

While  Hay  played  a  hand  in  naming 
Hoag  as  his  successor,  there's  some  evi- 
dence that  the  longtime  LTV  chief  may 
have  been  nudged  out.  Indeed,  a  source 
close  to  the  board  and  four  key  LTV  cred- 
itors, who  were  consulted  about  the 
management  changes,  told  BUSINESS 
week  that  the  board  decided  to  give 
Hoag  the  CEO  job  when  it  became  clear 
that  he  might  bolt  to  another  company. 
While  Hay  lobbied  ltv's  board  late  last 
year  to  promote  Hoag  as  the  company's 
president,  he  also  wanted  to  keep  full 


control  over  LTV  for  about  a  year.  In  th 
end,  the  board,  under  pressure  fro 
creditors,  opted  to  give  Hoag  the  CE 
job,  sources  say. 

Hay,  reached  on  vacation  in  John's  Is 
land,  Fla.,  denies  that  the  board  pres 
sured  him  to  leave.  Rather,  Hay  insist; 
that  he  had  tagged  Hoag  as  his  eventua  over 
successor  from  the  beginning.  Hay  alst 
maintains  that  it  was  his  idea  "alone"  t< 
promote  Hoag  to  CEO  immediately 
"Dave  didn't  put  any  pressure  on"  foi 
the  top  job,  says  Hay. 
right  stuff.  While  these  versions  o  :-ur-> 
what  transpired  are  at  odds,  it's  clea 
that  Hoag  became  the  catalyst  for  th(  . 
shakeup  early  this  year.  At  one  point,  h<  "" 
considered  leaving  LTV  and  entered  intc  f3 
serious  negotiations  for  a  CEO  job  at  an 
other  company.  As  a  highly  regardec 
manager,  Hoag  carried  considerabl 
clout  inside  the  company — so  much  s< 
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LTV  is 

counting  on 

its  steel 

business— 

but  the  unit 

lost  $11.1 

million  in 

the  fourth 

quarter 
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that  ltv's  board  "didn't  want  to 
lose  a  person  of  Dave's  caliber," 
says  Colin  C.  Blaydon,  an  LTV  direc- 
tor and  dean  of  Dartmouth  Col- 
lege's business  school. 

Just  how  long  Hay  will  be 
around  as  chairman  at  LTV  is  anoth- 
er matter.  Creditors  say  that 
they've  won  assurances  that  Hay 
will  be  out  by  June.  Asked  how 
long  he'll  remain  at  LTV,  Hay  says: 
"Until  Dave  wants  the  job  or  until 
the  board  wants  someone  else." 

Until  then,  Hoag  and  his  team 
face  a  thicket  of  challenges.  For 
one  thing,  LTV  still  has  a  year  or  two 
more  of  negotiations  with  creditors  be- 
fore it  can  emerge  from  bankruptcy 
court.  LTV's  once-promising  aerospace 
and  defense  business  has  misfired  badly, 
losing  $100  million  since  1989,  while  the 
recession  has  halted  an  astonishing  re- 
covery in  ltv's  steel  business  (chart). 
Last  year,  ltv's  earnings  fell  73%,  to  $71 
million,  on  sales  of  $6.1  billion. 

LTV  still  hasn't  made  peace  with  the 
Pension  Benefit  Guaranty  Corp.,  the  na- 
tion's pension-insurance  agency,  in  a 
four-year  blood  feud  over  who  should 
foot  LTV's  pension  liabilities.  The  PBGC 
assumed  ltv's  $2  billion  liabilities  in 
1987  following  the  company's  bankrupt- 
cy filing.  But  the  agreement  soon  fell 
apart.  First,  ltv's  retirees  rebelled  when 
they  realized  they  wouldn't  get  full 
benefits  under  the  PBGC.  And  then, 
LTV — against  the  PBGC's  wishes — negoti- 


Hay  insists 
promoting 
Hoag  to 
CEO  was 
his  idea 


ated  new  retirement  benefits  to  avert  a 
strike  by  the  United  Steelworkers. 

Fearing  for  its  own  solvency,  the  PBGC 
ordered  LTV  in  1987  to  reassume  the  pen- 
sion liabilities.  The  issue  went  to  the 
U.  S.  Supreme  Court,  which  last  June 
ratified  the  PBGC's  action.  Since  then,  the 
PBGC  has  proposed  a  repayment  schedule 
of  $300  million  a  year  for  30  years, 
which  LTV  says  it  can't  afford.  Hoag  and 
James  Lockhart,  the  PBGC's  executive  di- 
rector, are  now  trying  to  hammer  out  a 
workable  repayment  plan. 

If  talks  fail,  the  pension  plans  could 
be  terminated  again,  triggering  another 
lengthy  round  of  litigation.  U.  S.  Bank- 
ruptcy Court  Judge  Burton  R.  Lifland 
has  ordered  LTV  to  prove  by  Feb.  28  that 
a  pension  settlement  is  at  hand.  Failing 
that,  the  judge  could  lift  the  company's 
exclusive  right  to  propose  a  reorganiza- 
tion plan.  And  that  could  throw  the 
bankruptcy  into  turmoil  if  creditors  put 
forward  competing  plans. 
'imperious.'  These  headaches  might 
have  been  avoided  had  it  not  been  for 
Hay  and  Powers'  swaggering  manner 
during  negotiations,  say  former  PBGC  of- 
ficials. One  example:  During  a  July, 
1987,  meeting  with  PBGC  officials  and 
then-Labor  Secretary  William  E.  Brock 
III,  Hay  "demanded"  that  the  Secretary 
reverse  the  PBGC's  position  throwing  the 
pension  liabilities  back  on  LTV.  When 
Brock  refused,  the  officials  say,  Hay  re- 
torted: "I'll  take  this  to  the  Hill."  Adds 
Kathleen  P.  Utgoff,  former  PBGC  direc- 
tor and  now  a  private  lawyer:  "If  we 
could  have  dealt  with  Dave  Hoag,  it 
might  have  been 
solved  three  years 
ago."  Hay  doesn't 
dispute  the  run-in 
with  Brock  but  says 
he  decided  to  go  over 
the  PBGC's  head  be- 
cause of  the  agency's 
stubbornness  during 
negotiations.  Powers 
couldn't  be  reached. 

Hoag  also  inherits 
rather  strained  rela- 
tions with  some  of 
the  company's  credi- 
tors. In  fact,  a  few 
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creditors  have  complained  about 
Hay's  lofty  compensation  at  bank- 
rupt LTV.  In  late  1989,  several  cred- 
itors objected  when  Hay  was  in- 
cluded in  a  key  executive  incentive 
program  that  would  have  paid  him 
an  additional  4096  of  his  $600,000 
base  salary  a  year.  Judge  Lifland 
knocked  Hay  off  the  plan.  Even  so, 
Hay  isn't  hurting:  He  stands  to 
earn  $1.9  million  in  consulting  fees 
for  helping  LTV  develop  a  reorgani- 
zation plan. 

At  the  same  time,  Hoag  faces 
some  big  operational  difficulties. 
LTV's  aerospace  and  defense  unit  is  in  a 
slump.  Although  ltv's  ground-attack 
missiles  look  promising,  orders  for  the 
company's  military  aircraft  sections  and 
components  have  dried  up.  LTV  also  suf- 
fered a  big  blow  last  summer  when  the 
company's  Sierra  Research  Div.  defense- 
electronics  unit  pleaded  guilty  to  illegal- 
ly obtaining  classified  U.  S.  Air  Force 
information  on  project  bids  and  paid 
fines  of  $1.5  million.  LTV  recently  put 
Sierra  on  the  block  after  taking  a  $25 
million  write-off. 

TEPID  STEEL.  LTV  is  now  counting  on  its 
$3.9  billion  steel  business  to  pull  the 
company  through  these  tough  times.  Un- 
der Hoag,  ltv's  steel  unit  slashed  its 
annual  capacity  by  50%,  to  9.8  million 
tons,  and  work  force  by  60^,  to  16,900. 
It  hasn't  come  cheap:  LTV  has  taken  an 
estimated  $5.2  billion  in  write-offs  since 
1986.  But  by  refocusing  LTV  into  higher- 
priced,  quality  steel  sheet — serving  U.  S. 
auto  and  appliance  makers — Hoag  re- 
turned the  unit  to  profitability  in  1986. 
He  has  also  used  ltv's  stronger  cash 
flow  to  triple  capital  spending,  to  $350 
million  annually,  since  1986.  "Hoag  has 
done  a  great  job,"  says  Peter  F.  Marcus, 
an  analyst  with  PaineWebber  Inc. 

True  enough.  Yet  Hoag  is  facing 
leaner  times  again.  The  recession  has 
cut  deeply  into  LTV's  two  big  markets, 
autos  and  appliances.  The  steel  division 
lost  $11.1  million  in  the  fourth  quarter, 
and  the  outlook  for  1991  is  so-so. 

Hoag  is  looking  to  cut  corporate  over- 
head— and  fast.  Several  creditors  would 
like  to  see  him  move  LTV  out  of  its  glit- 
tering headquarters 
in  Dallas.  Relocating 
to  cheaper  digs 
would  be  a  symbolic 
break  with  the  past. 
And  given  the  com- 
pany's rather  stormy 
recent  history,  LTV 
and  its  new  chief 
would  be  wise  to 
put  the  past  behind 
them. 

By  Michael  Schroe- 
derin  Pittsburgh,  with 
Zachary  Schiller  in 
Cleveland 


TOTAL  SALES 
$6.1  BILLION 
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Hoag  faces  arduous 
negotiations  before 
LTV  can  emerge  from 
bankruptcy  court 
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Compaq  presents  PCs 
for  people  with  basic  needs. 
(But  not-so-basic  wants) 


Your  need  for  speed  is  met  two  ways. 
The  COMPAQ  DESKPRO  386n  is  powered 
by  Intel's  16-MHz  386SX  microprocessor 
while  the  COMPAQ  DESKPRO  2S6/V  is 
powered  by  a  12-MHz  286  microprocessor. 


"Shhh..? 


If  you  want  to 
look  good,  we  can 
help  you  out  in  a  hurry 
with  standard  features 
such  as  accelerated 
VGA  graphics  that  offer 
132-coiumn  support. 


Everyone  needs  a  little  peace  and  quiet 
That's  why  both  PCs  employ  dual-speed  fans  and  a  fixed  disk  drive 
time  out  to  ensure  quiet  operation. 


Sometimes,  you  just  want  to 
keep  a  low  profile.  In  this  case, 
our  CPU  is  just  3.9"  high. 


i  (IMPAIR  DLSKPRi )  Registered  I1  S  Patinl  and  Trailemark  Office  Product  names  menlmned  herein  mav  be  trademjrkA  and  or  revered  Iradeinarksot  their  respetlive  companies  i*  1991  Compaq  Computer  Corporation  All  rights  rewrvfd 
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People  want  their  personal  space.  Our  CPU 
footprint  is  a  trim  15"  wide  by  14.9"  deep. 
So  it  won  'I  take  over  your  desk. 


There  are  times  when  you  need  a  little  outside 
help.  Built-in  parallel,  serial  and  pointing 
device  interlaces  let  you  connect  a  mouse, 
modem  and  printer  without  using  a  slot. 


These  days,  you  want  a  sense  of  security. 
Especially  if  you  work  on  a  network. 
A  range  of  software  and  hardware  features  are 
built  in  to  safeguard  data  and  PC  components. 


You  need  tools  that  work  the  way  you  work. 
Thai 's  why  you  II  find  the  flexibility  to  use  a 
3'h-  or  5'h-inch  diskette  drive,  a  fixed  disk 
drive  or  even  a  diskless  model 
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The  COMPAQ  DESKPRO  386N  and  COMPAQ  DESKPRO  286N  Personal  Computers  are  not-so-basic 
solutions  for  both  stand-alone  and  networked  computing.They  were  designed  from  the  ground  up  not  just 
to  be  the  most  affordable  COMPAQ  PCs  ever,  but  to  live  up  to  our  mandate  of  simply  working  better. 

This  means  they  deliver  optimized  performance  and  a  long  list  of  integrated 
features.  It  means  they  offer  the  flexibility  to  be  easily  configured  to  your  needs. 
It  also  means  they've  survived  the  industry's  most  exhaustive  tests  for  reliability 
and  for  compatibility.  Things  you  simply  cannot  place  a  price  tag  on. 

So  when  you  compare  COMPAQ  with  lower-priced  alternatives, 
look  beyond  the  basics.  You'll  find  COMPAQ  delivers  the  better  value.  For  more  details 
and  the  location  of  your  nearest  Authorized  COMPAQ  Computer  Dealer,  just  call  1-800-231 
Operator  135.  In  Canada,  1-800-263-5868,  Operator  135. 
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It  simply  works  better. 
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TRANSPORTATION  I 


BUSINESS  AND  THE  AIRLINES 
PLAY  LET'S  MAKE  A  DEAL 


Airfares  may  be  way  up — but  so  are  secret  corporate  discounts 


p 


|ity  the  poor  business  traveler  who 
pays  full  fare  for  an  airline  ticket 
these  days.  The  prices,  up  15',; 
since  last  August,  can  be  shocking.  Bat- 
tered (tn  all  sides,  airlines  are  trying  to 
spur  traffic  with  heavily  restricted  dis- 
count tickets.  But  if  you  have  to  fly 
tomorrow,  forget  about  a  discount  seat. 

Forget  it,  that  is,  unless  your  compa- 
ny has  joined  a  growing  number  that 
have  cut  secret  discount  deals 
with  the  airlines.  Most  carriers 
are  loath  to  talk  about  it.  Even 
the  most  affable  corporate  travel 
managers  clam  up  when  the  sub- 
ject is  raised.  But  travel  agents, 
consultants,  and  former  airline 
executives  all  say  that  corporate 
discounting  is  flourishing. 

Caught  between  rising  costs 
and  slow  traffic,  airlines  are  hik- 
ing prices  of  unrestricted  coach 
seats.  Nevertheless,  they're  also 
cutting  deals  with  companies  on 
those  same  tickets  to  lock  in  their 
business.  Travel  agents  say  a  rec- 
ord $2  billion  in  fourth-quarter 
losses  didn't  slow  down  the  deal- 
making.  Douglas  C.  Birdsall, 
president  of  Travelmation  Corp., 
explains  that  rising  fares  have 
"provided  a  higher  base  under 
which  discounting  can  be  done." 
SHADOWY.  Discounts  spell  relief 
to  corporate  travel  managers.  A 
recent  survey  by  American  Ex- 
press Travel  Related  Services  Co. 
notes  that  the  average  company 
spent  $2,121  per  employee  on 
travel  in  1990,  compared  with 
$900  in  19.S2.  Still,  getting  compa- 
nies to  talk  about  their  airline 
dealings  is  like  chatting  with  the 
Central  Intelligence  Agency. 
"That's  really  none  of  anybody  else's 
business,"  says  David  McMurray,  pur- 
chasing financial  control  manager  for 
Philip  Morris  Cos.'  Kraft  General  Foods 
Inc.'s  Chicago  office. 

Travel  managers  keep  quiet  because 
carriers  have  been  known  to  yank  lucra- 
tive contracts  if  word  of  the  deals  gets 
out.  The  reason:  Airlines  are  desperately 
afraid  of  losing  control.  Most  fares  are 
public  knowledge  as  soon  as  they  enter 
computerized  reservations  systems.  Not 


so  in  the  shadowy  world  of  corporate 
discounts.  Airlines  use  the  deals  to  boost 
market  share  along  certain  routes.  They 
can't  afford  to  bid  against  rivals  or  to 
meet  demands  by  other  companies  for 
equal  treatment.  Such  pressures  would 
strip  away  the  advantages  in  a  hurry. 

Airlines  will  admit  cutting  deals  for 
what  are  known  as  "meeting  fares" — 
contracts  that  offer  a  lower  fare  for  a 


A  PRICE  BREAK  FOR 
CORPORATE  FLYERS 


Data  on  corporate  discounting 
are  scarce.  Airlines  guard  con- 
tract details  like  state  secrets. 
One  resource  is  TOPAZ  Enter- 
prises Inc.,  a  Portland  {Ore.} 

consulting  firm  that  audits  air  fares  for  clients  nationwide 
Its  data  base,  though  limited,  can  spot  the  kinds  of  non- 
published  fares  companies  are  getting. 
Here  are  some  samples: 

Route  Average  coach  Negotiated 

one-way  fare  one-way  fare 


NEW  YORK/ 
SAN  FRANCISCO 

$558 

$421 

NEW  YORK/ 
WASHINGTON  D.C. 

140 

80 

CHICAGO/ 
SAN  FRANCISCO 

496 

369 

CHICAGO/ 
NEW  YORK 

380 

258 

MINNEAPOLIS/ 
PHILADELPHIA 

356 

250 

ATLANTA/ 
DALLAS 

264 

222 

DATA:  TOPAZ  ENTERPRISES  INC. 

guarantee  that  a  certain  number  of  em- 
ployees will  fly  from  point  A  to  point  B 
for  a  specific  meeting.  But  the  term  is 
often  just  a  euphemism,  says  Terry  J. 
Casserly,  director  of  consumer  and  agen- 
cy marketing  at  Midway  Airlines  Inc. 
"They  call  them  meeting  fares,"  says 
Casserly.  "But  it's  a  wink  and  a  nod  and: 
'Do  whatever  you  want  with  them.'  " 
Midway  is  one  of  the  few  carriers  that 
talk  openly  about  the  practice. 
The  savings  from  corporate  deals  can 


be  substantial  (table).  Travel  agents  nl 
various  parts  of  the  country  agree  tha' 
discounts  range  from  20%  to  50%  off  tht 
price  of  full  coach.  But  airlines  are  del 
manding  as  well.  Contracts  are  short 
term — about  six  months — and  usualh 
only  cover  routes  where  a  carrier  feels  i 
can  boost  market  share. 

A  company  often  must  guarantee  thaii 
a  large  number  of  employees  will  fly  tha 
airline  exclusively — a  difficult  proposit 
tion.  Employees  don't  like  to  be  herded; 
Fear  of  flying  certain  carriers,  frequent 
flyer  programs,  and  basic  brand  loyalty 
are  all  important  to  passengers.  Airlines 
have  been  known  to  accept  frequent-fly 
er  points  from  other  programs  to  seal  £ 
deal.  It's  up  to  the  company  and  its  trav-i 
el  agency,  however,  to  figure  out  how  to] 
ensure  the  traffic. 
leverage.  Who  cuts  deals  with  whomj 
varies.  Since  a  regional  airline  such  as 
Midway  benefits  from  even  small 
shifts  in  market  share,  it  will 
target  both  small  and  large 
companies.  United  Airlines  Inc 
and  American  Airlines  Inc 
are  not  as  scrappy.  But 
travel  agents  say  both 
will  work  out  deals 
to  move  big  blocks  of 
passengers  in  certain 
markets.  The  bottom  line 
The  company's  gotta  deliver 
something,"  says  Michael  B.  Ar 
rington,  president  of  Chicago's 
Arrington  Travel  Center. 

Opportunities  often  depend  on 
the  specific  markets.  In  Denver 
for  instance,  travel  agents  say 
Continental  Airlines  Inc.  and 
United  both  discount  aggressive- 
ly. Each  company  decries  the 
practice,  and  Continental  says  it 
only  discounts  defensively.  In  At- 
lanta, meantime,  Delta  Air  Lines 
Inc.  is  feeling  less  heat  since 
Eastern  stopped  flying.  Last  fall, 
a  former  executive  notes,  when 
Eastern  Air  Lines  Inc.  was  offer- 
ing the  public  first-class  seats  for 
35%  off  regular  coach  price,  it 
was  also  cutting  deals  for  an  ad- 
ditional 10%  off  of  that. 

One  thing  is  sure:  As  regular 
fares  rise,  so  will  demand  for  cor- 
porate discounts.  And  if  traffic  stays 
sluggish,  airlines  will  keep  dealing. 
"Corporations  are  barking  up  the  wrong 
tree,"  says  John  C.  Pope,  United  vice- 
chairman.  "Managing  travel  is  a  better 
way  to  cut  costs."  Counters  Casserly:  "I 
think  corporate  travel  managers  have  a 
lot  of  leverage.  And  if  they  don't,  they 
should."  With  prices  for  business  travel 
flying  high,  smart  companies  may  do 
best  to  take  both  executives  to  heart. 

By  Michael  Oneal  in  New  York 
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There's  never  been 
a  better  time 
to  buy  a  Canon 
plain  paper  FAX. 


The  Laser  Class  "  FAX-L770  prints  on  plain 
paper  with  laser  technology  for  extremely 
high  qaality  output.  It  gives  you  faxes  that 
not  only  look  great,  but  are  easy  to  handle 
and  file,  and  wont  curl  or  fade  over  time.  No 
wonder  more  people  choose  a  Canon  plain 
paper  FAX  than  any  other. 

The  FAX-L770  also  offers  U HQ  "  (Ultra 
High  Quality)  for  utmost  clarity  on  the  faxes 
you  send,  and  Hyper-Smoothing  which  helps 
clear  up  the  "fuzzy"  lines  and  edges  of  faxes 
you  receive — both,  Canon  exclusives. 

Not  only  that,  its  replaceable  cartridge 
contains  everything  that  can  run  out  or  wear 
out  in  the  printing  process,  and  can  be 
replaced  in  one  easy  step. 

Now,  in  addition  to  obtaining  this  Laser 
Class  technology,  you  can  take  advantage  of 
the  following  special  offers*  if  you  purchase  a 
FAX-L770  between  February  1st  and  April 
30th,  1991. 


Free  1MB  memory  upgrade. 

This  means  you  can  rely  on  your  Laser  Class 
FAX-L770,  even  when  you've  run  out  of  paper.  The 
additional  memory  allows  you  to  store  up  to  40 
pages  of  information,  which  can  be  printed  when 
the  paper  supply  is  replaced. 

Free  supplies. 

You'll  receive  two  replacement  cartridges  and 
an  8,000-sheet  supply  of  %Vi"  x  11"  paper  with  your 
purchase.  So  you  won't  have  to  worry  about  fax 
supplies  for  up  to  one  year,  based  on  the  average  usage. 

No  finance  charges  for  up  to  one  year.+ 

Purchase  your  FAX-L770  with  a  Canon 
Credit  Card  and  you'll  incur  no  finance  charges  until 
February  22nd,  1992.* 

Two  years  of  maintenance  for  the  price  of  one. 

With  the  purchase  of  a  one-year  maintenance 
agreement,  your  Canon  FAX  dealer  will  provide 
another  year — free.  This  is  more  than  just  protec- 
tion, it  insures  top  performance  of  your  Canon  FAX. 

To  find  out  more  on  how  to  take  advantage 
of  these  offers  on  a  Canon  Laser  Class  FAX-L770, 
visit  your  nearest  authorized  Canon  FAX  Dealer 
or  call  1-800-OK-CANON. 


Canon 

LASER  CLASS 

F  A  X  -  L  7  7  0 


Enioy  easy  exiended  paynienis  with  the  Canon  Credit  Card 
Ask  tor  details  at  parliopalmg  Canon  dealers 
Available  only  m  U  S 


•Oilers  ava-lable  at  participating  authorized  Canon  FAX  Dealers 

tSubiect  to  credit  approval,  beginning  February  23rd.  1992.  for  all  qualifying  purchases  made  on  your  Canon 
Credit  Cafd  Finance  Charges  will  accrue  a!  an  Annual  Percentage  Rate  ol  up  to  17  88%  with  a  minimum  Finance 
Charge  of  501  lor  any  month  m  which  a  Finance  Charge  is  due 


1991  Canon  U  S  A  .  Inc 


Who  Else 
Can  Fill  These  Shoes! 

Only  your  Public  Television  station  consistently  brings  you  quality  programs  that 
inspire,  entertain  and  inform.  Programs  like  THE  CIVIL  WAR,  SESAME  STREET 
and  NOVA. 

It's  television  you  can  trust.  With  educational  programs  you  want  your  children  to 
watch.  And  programs  your  whole  family  can  enjoy  together. 

You  can  depend  on  Public  Television.  For  analysis,  perspective  and  an  in-depth  look 
at  controversial  issues.  Programs  that  respect  your  curiosity  and  intelligence. 

Your  Public  TV  station  depends  on  you,  too!  The  programs  you  love  are  made  possible 
through  the  loyal,  financial  support  of  viewers  like  you.  It's  a  proud  partnership  that 
helps  enrich  the  quality  of  life  for  all  Americans. 

Public  TV  is  TV  Worth  Watching 

9>PBS 


evelopments  to  Watc 


DITED  BY  NAOMI  FREUNDLICH 

FROM  CHEMICAL  SOUP,  DRUGS 
MAT  GO  DOWN  THE  HATCH 


n  the  1960s,  scientists 
conducted  experi- 
ments to  see  if  they 
could  recreate  the  ori- 
gins of  life.  By  applying 
voltage  to  a  soup  of 
chemicals,  they  managed 
to  produce  amino  acids 
and  proteins,  the  build- 
ing blocks  of  life.  Even- 
tually, the  experiments 
yielded  tiny,  hollow 
spheres  made  from  pro- 
tein-like materials. 
Now,  nearly  30  years 
iter,  Clinical  Technologies  Associates  Inc.  in  Elmsford,  N.  Y., 
5  using  similar  microspheres  to  make  oral  forms  of  drugs, 
uch  as  insulin,  heparin,  and  other  "large  molecules"  that  now 
nust  be  injected.  These  drugs  can't  be  taken  orally  because 
hey  are  broken  down  in  the  digestive  tract  before  they  can 
;et  into  the  bloodstream.  But  cta's  microspheres  absorb  the 
arge  molecules  when  both  are  put  into  an  acidic  solution.  This 
oating  protects  the  drugs  as  they  travel  through  the  gut. 
)nce  in  the  bloodstream,  the  microspheres  dissolve,  releasing 
he  drug.  So  far,  CTA  has  licensed  the  technology  to  Upjohn 
)o.  and  Genetics  Institute,  a  biotech  company. 


I 


lAPAN'S  LATEST  INNOVATION: 
:OMPUTERS  THAT  INNOVATE 


If  there  is  a  single  key  to  Japan's  economic  miracle,  it  is 
incremental  innovation.  Japanese  companies  market  seem- 
ngly  endless  streams  of  new  products  by  adding  extra  fea- 
ures  to  recycled  designs.  While  U.  S.  researchers  strive  to  belt 
m  occasional  home  run,  the  Japanese  score  frequently  by 
litting  singles.  And  now,  they're  working  on  technology  that 
ould  further  boost  their  batting  average. 

Hitachi  Ltd.  has  just  unveiled  a  prototype  computer-inte- 
grated manufacturing  (CIM)  system  that  automates  incremen- 
al  innovation.  Imbued  with  artificial  intelligence,  the  system 
esponds  to  oral  questions  about  the  feasibility  of  a  proposed 
mprovement  and  its  effect  on  price  and  delivery.  Once  a 
lesign  concept  is  selected,  a  so-called  expert  system  takes  over 
ind  automatically  handles  all  routine  engineering.  This  com- 
mterized  expert  can  also  plug  in  special  requests  for  custom 
eatures  from  major  customers. 

Finally,  the  CIM  system  automatically  translates  the  design 
lata  into  instructions  for  the  robots  manning  a  flexible  manu- 
'acturing  system.  Beyond  speeding  up  the  job  of  improving 
listing  products,  Hitachi  notes  that  the  new  system  will  give 
;ngineers  more  time  to  dream  up  brand-new  products. 


ME  SWEET  SMELL 

OF  HIGHER  PRODUCTIVITY 


Can  a  pleasant  fragrance  wafting  through  the  workplace 
boost  performance?  According  to  a  new  study  by  scien- 
ists  at  the  University  of  Cincinnati,  the  answer  may  be  yes. 
3sychologists  William  N.  Dember  and  Joel  S.  Warm  tested  the 
jffect  of  aromas  by  putting  volunteers  in  a  sealed  room  and 


asking  them  to  press  a  computer  key  whenever  they  saw  a 
certain  pattern  on  the  screen.  Some  of  the  volunteers  breathed 
in  just  air;  others  received  the  scent  of  either  peppermint  or 
lily  of  the  valley. 

The  results  were  striking.  The  scientists  thought  the  odors 
might  keep  the  volunteers  more  alert,  preventing  a  drop  in 
performance  over  time  on  the  monotonous  task.  Instead,  peo- 
ple who  got  the  fragrant  air  did  better  from  the  start.  They 
pushed  the  key  correctly  857'  of  the  time,  compared  with  65' 
for  those  who  breathed  unscented  air.  The  study  suggest.-  that 
letting  workers  smell  the  roses  could  raise  productivity, 
though  Dember  and  Warm  caution  that  more  research  should 
be  done  before  fragrance  is  piped  in  with  the  Muzak. 


DESIGNING  BRIDGES  THAT 
STAND  UP  TO  QUAKES 


The  collapse  of  an  Oakland  (Calif.)  freeway  and  heavy  dam- 
age to  bridges  during  the  Loma  Prieta  earthquake  in  the 
San  Francisco  Bay  Area  two  years  ago  taught  a  tragic  lesson. 
Now,  a  team  of  engineers  at  the  National  Center  for  Earth- 
quake Engineering  Research  at  the  State  University  of  New 
York  at  Buffalo  and  Watson  Bowman  Acme  Corp.  of  Amherst, 
N.  Y.,  has  developed  a  system  to  protect  bridges  and  other- 
structures  from  quakes. 

The  technology  relies  on  a  construction  design  called  base 
isolation.  When  an  earthquake  strikes,  a  series  of  disc  bear- 
ings and  so-called  displacement  control  devices  enables  the 
upper  structure  of  the  bridge  to  move  a  few  inches  indepen- 
dent of  the  supporting  piers.  Acting  like  complex  springs,  the 
system  returns  the  bridge  deck  to  its  original  position  and 
enables  the  structure  to  absorb  ground-motion  energy. 

Project  director  Michael  C.  Constantinou,  associate  profes- 
sor of  civil  engineering  at  SUNY  Buffalo,  says  the  new  system 
will  allow  bridges  to  be  built  safely  close  to  earthquake  faults. 
The  technology  can  also  be  used  to  retrofit  existing  bridges. 


A  CURE  FOR  ENGINE  KNOCK 
MAY  BE  JUST  DOWN  THE  ROAD 


i  any  an  auto  owner 
lhas  been  vexed  by 
engine  knock.  Now,  re- 
searchers at  the  Univer- 
sity of  Southern  Califor- 
nia have  discovered  the 
chemical  basis  for  this 
rat-a-tat — and  they  hope 
to  vanquish  it. 

USC  chemistry  profes- 
sor Sidney  W.  Benson 
found  that  hydrogen 
peroxide  forms  during 
combustion  of  gasoline 
and  air.  As  the  gas-air 
mixture  in  an  engine  cylinder  heats  up,  the  hydrogen  peroxide 
breaks  down  into  a  hydroxyl  group — a  combination  of  hydro- 
gen and  oxygen — which  reacts  with  gasoline  and  ultimately 
causes  a  rapid,  premature  burning  of  the  fuel.  The  resulting 
small  explosions  cause  the  "ping"  of  engine  knock.  Benson 
and  fellow  researchers  also  found  that  lead  controls  knock  by 
preventing  hydrogen  peroxide  from  forming. 

Adding  environmentally  toxic  lead  back  to  gasoline  isn't  an 
option.  And  other  knock-inhibiting  additives  are  both  expensive 
and  polluting.  So,  Benson  is  now  looking  for  a  knockbuster 
that  won't  foul  the  air. 
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CENTOCOR  CHAIRMAN  SCHOEMAKER  AT  VALLEY  FORGE:  HE  RELOCATED  TO  PHILLY  FROM  BOSTON 
TO  BE  CLOSER  TO  THE  NATION'S  OLDEST  BIOMEDICAL  RESEARCH  CENTER 


BROTHERLY  LOVE,  CHEESE 
STEAKS — AND  BIOMED? 


Philadelphia  has  quietly  become  a  hotbed  of  biotech  startups 


On  the  whole,  I'd  rather  be  in  Philadel- 
phia— epitaph  suggested  by  W.  C.  Fields 
for  himself 

Lots  of  people  besides  the  great  come- 
dian have  had  a  laugh  at  Philadel- 
phia's expense,  but  not  Hubert  J.  P. 
Schoemaker,  chairman  of  Centocor  Inc.  In 
1979,  Schoemaker  moved  his  company  to 
Philadelphia  from  Boston  to  be  near  the 
Wistar  Institute,  the  nation's  oldest  bio- 
medical research  center,  where  scientists 
had  discovered  an  antibody  that  led  to  Cen- 
tocor's  first  product,  a  test  for  pancreatic 
cancer.  Today,  Centocor  has  10  products  in 
the  pipeline.  And  analysts  say  its  revenues 
could  quadruple  to  $300  million  by  1993  on 
sales  of  Centoxin,  a  drug  nearing  approval 
that  combats  septic  shock,  a  deadly  infec- 
tion usually  contracted  in  hospitals. 

Quietly,  Philadelphia  is  becoming  a  hot- 
bed of  biomedical  technology.  Since  1986, 
at  least  95  biotech  startups  have  formed  in 
greater  Philadelphia,  which  stretches  from 
Princeton,  N.J.,  to  northern  Delaware. 
This  brings  the  total  there  to  157  (table). 
The  area  "has  eclipsed  Boston"  as  a 
biomed  center  and  may  one  day  match  Cali- 
fornia, says  Henry  M.  Weinert,  president 
of  Boston  Biomedical  Consultants  Inc. 


There's  good  reason  for  the  City  of 
Brotherly  Love  to  become  the  City  of 
Biomed.  A  1989  Arthur  Andersen  &  Co. 
survey  turned  up  135  health-related  compa- 
nies in  the  region,  including  the  U.  S.  of- 
fices of  SmithKline  Beecham  and  the 
Merck,  Sharp  &  Dohme  research  unit  of 
Merck  Tlic  old-line  drug  companies  pro 
duce  research  and  executive  talent  for  star- 
tups, at  least  four  of  which  are  run  by 
SmithKline  alumni.  For  instance,  Dr.  Philip 
S.  Schein,  once  SKB's  worldwide  vice-presi- 
dent for  clinical  research 
and  development,  now 
heads  U.  S.  Bioscience  Inc. 
Bioscience  won  approval  in 
December  for  its  first  drug, 
Hexalen,  which  treats  ovari- 
an cancer. 

The  region's  medical  in- 
frastructure gives  biotech  a 
further  boost.  Benjamin 
Franklin  founded  Pennsyl- 
vania Hospital,  the  nation's 
first,  in  1751.  Today,  the 
area  ranks  behind  only  New 
York  in  number  of  medical 
facilities,  and  its  23  teaching 
hospitals  and  5  medical 
schools  help  spawn  start- 
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PHILLY'S 
MED-TECH  BOOM 


157 


EMPLOYEES 


31,019 


$1,085 

billion 


ups.  For  instance,  Dr.  Michael  A.  Zasloff, 
of  the  Children's  Hospital  of  Philadelphia, 
founded  Magainin  Sciences  Inc.  to  develop 
new  antibiotic  drugs  based  on  his  research. 

Local  schools,  including  the  University 
of  Pennsylvania,  Temple  University,  and 
Hahnemann  University,  plus  research  cen- 
ters such  as  the  Fox  Chase  Cancer  Center 
and  the  Coriell  Institute  for  Medical  Re- 
search, also  help  in  developing  new  drugs. 
Cephalon  Inc.  has  licensed  from  Temple  a 
test  to  measure  sensitivity  to  chemothera- 
py. And  it  collaborates  on  research  with 
professors  at  Hahnemann  and  Penn.  Such 
networking  has  helped  speed  the  design  of 
a  drug  for  Lou  Gehrig's  disease  that  Ce- 
phalon expects  to  test  on  humans  soon. 
trends.  The  action  in  Philadelphia  has  at- 
tracted venture  capitalists,  who  gave  bio- 
tech its  big  push  in  California  and  Boston. 
Northern  California  still  attracts  roughly 
one-third  more  venture  capital  for  biomed 
projects  than  its  new  East  Coast  competi- 
tor. But  since  1987,  some  $294  million  has 
been  lavished  on  biomed  startups  around 
Philadelphia.  And  once-conservative  aca- 
demic institutions  are  now  "open  to  more 
commercial  collaborations,"  says  Charles 
G.  Hadley,  general  partner  with  Hillman 
Medical  Ventures  of  Berwyn,  Pa.,  which 
has  more  than  $50  million  invested  in  med- 
tech  startups  around  the  country. 

Both  trends  made  a  difference  to  Dr. 
Margo  P.  Cohen.  The  founder  of  three- 
year-old  Exocell  Inc.,  which  sells  diagnostic 
tests  for  diabetes,  chose  Philadelphia  be- 
cause the  Ben  Franklin  Partnership,  a 
state-run  startup  fund,  offered  financial 
help,  and  because  Penn's  medical  center 
has  done  clinical  tests  of  the  company's 
products. 

As  manufacturing  has  withered  in  Phila- 
delphia, biotech  has  become  "the  founda- 
tion for  the  region's  growth,"  says  Marc 
Kramer,  executive  director  of  the  Technol- 
ogy Council  of  Greater  Philadelphia.  More 
than  31,000  people  work  at  area  biomedical 
companies,  says  Arthur  Andersen  &  Co. 
And  every  100  of  those  jobs  sustains  80 
others  in  related  industries, 
adds  Anita  A.  Summers,  a 
professor  of  public  policy  at 
Penn's  Wharton  School. 
This  year,  the  Technology 
Council  will  launch  its  own 
$100  million  venture  fund. 
And  top  executives  of  Cen- 
tocor, Rhone-Poulenc  Rorer, 
and  Sterling  Drug  are  pro- 
moting the  region  to  col- 
leagues nationwide.  With 
that  kind  of  support,  even 
skeptics  may  decide  that,  on 
the  whole,  Philadelphia  is 
the  place  to  be. 

By  Morton  D.  Sosland  in 
Philadelphia 
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FILL  ER  UP— 

WITH  HYDROGEN,  PLEASE 


)il  and  environmental  jitters  nudge  H-cars  off  the  drawing  board 


As  your  Mercedes  230E  glides 
along,  its  computer  signals  that 
fuel  is  low.  So  you  find  a  station 
dth  those  newfangled  gas  pumps  as 
ig  as  a  truck.  It  takes  such  a  contrap- 
on  to  fill  'er  up  with  hydrogen — a  fuel 
lade  from  water  whose  byproduct  from 
imibustion  is  mostly  water,  too. 
German  auto  makers  have  pursued 
lis  dream  for  two  decades — and  it  will 
e  years,  if  ever,  before  hydrogen-burn- 
rs  come  to  market.  But  the  Mideast 
'&r  is  piquing  interest  in  alternative  fu- 
ls.  And  new  clean-air  laws  make  hydro- 
en  seem  less  far  out  than  it  once  did. 
tarting  in  1998,  California  will  insist 
lat  auto  makers  phase  in  some  cars 
'ith  zero  emissions.  Most  favor  electric 


and  oxygen  atoms.  This  requires  huge 
amounts  of  electricity,  which  if  generat- 
ed with  oil  or  coal  defeats  the  purpose 
of  a  hydrogen  engine:  It  would  be  more 
efficient  to  turn  oil  into  gasoline.  That 
leaves  nuclear-generated  electricity  or, 
better  yet,  renewable  solar,  wind,  or  hy- 
droelectric power.  The  problem  is,  few 
countries  have  surplus  hydropower.  En- 
vironmentalists, who  are  politically  po- 
tent in  Europe,  just  hate  nuclear  power. 
And  solar  panels  are  still  too  costly  and 
inefficient. 

Putting  the  fuel  source  aside,  howev- 
er, motoring  on  hydrogen  is  clearly  fea- 
sible. Mercedes-Benz  has  clocked 
500,000  total  miles  on  prototypes,  includ- 
ing a  three-year-plus  road  test  in  Berlin 


driving  fast.  And  the  Mercedes  still  tops 
out  at  106  mph  and  hits  63  mph  in  18 
seconds,  vs.  125  mph  and  9.9  seconds  in 
the  gasoline  model.  Tadahiko  Takiguchi, 
Mazda's  technology  manager,  believes 
that  his  company's  rotary  engine  may 
have  more  oomph  than  that,  although 
the  Germans  don't  agree. 
frostbite.  But  the  key  question  is  how 
the  fuel  should  be  stored.  Mercedes  has 
opted  for  gaseous  hydrogen  that  bonds 
in  the  fuel  tank  with  powdered  metals, 
mainly  titanium,  vanadium,  and  manga- 
nese, at  a  pressure  of  725  pounds  per 
square  inch  (psi).  This  creates  hydrides, 
which  turn  to  powder  again  as  the  hy- 
drogen burns.  Mazda  plans  a  tank  that 
stores  hydrogen  in  metal  alloy  balls, 
though  that's  all  it  will  say.  BMW  uses 
liquid  hydrogen  stored  at  -253C.  Every- 
one rejected  gaseous  hydrogen  stored  at 
up  to  4,350  psi.  In  a  crash,  it  could  pro- 
duce the  "Hindenburg  effect,"  named 
after  the  German  dirigible  that  crashed 
in  flames  in  New  Jersey  in  1937. 

Used  correctly,  the  companies  insist, 
hydrogen  is  as  safe  as  gasoline.  It  is  so 
much  lighter  than  air  that  even  the  liq- 
uid variety  won't  puddle  in  a  crash.  And 
if  escaping  hydrogen  should  ignite,  it 


THE  PLUSES  AND  MINUSES 
OF  HYDROGEH  CARS 

POLLUTION  Virtually  no  tailpipe  emis- 
sions, though  producing  hydrogen  can 
create  environmental  problems 

FUEL  SOURCE  Varied,  because  hydrogen 
is  extracted  from  water  using  electricity 
that  can  be  generated  many  ways 

ENGINES  Can  use  adapted  conventional 
models 

COST  Removing  hydrogen  from  water 
requires  a  lot  of  electricity,  an  expen- 
sive form  of  energy 

FUEL  TANKS  Costly  and  bulky  

SAFETY  Hydrogen  is  dangerous  to  han- 
dle, requiring  expensive  new  service- 
station  gear 


EISURELY  PIT  STOP:  IT  TAKES  10  MINUTES  AND  THREE  HOSES  TO  REFUEL  MERCEDES'  TEST  CAR 


ars  for  this,  but  hydrogen  would  do, 
x>:  Burning  it  mainly  creates  steam, 
lost  of  which  condenses  and  trickles 
ut  the  tail  pipe  with  only  a  few  nitrous 
xides  left  over.  In  fact,  Japan's  Mazda 
lotor  Corp.  hopes  to  sell  a  few  hydro- 
en  cars  in  California  within  10  years. 
fasted  energy.  There  is  one  huge  ob- 
tacle  to  overcome  first.  "The  main 
roblem,"  says  Wolfgang  Reitzle, 
MW's  research  and  development  chief, 
is  how  to  produce  and  distribute  hydro- 
en."  This  is  more  than  a  matter  of  new 
as  stations.  Hydrogen  is  made  by  elec- 
rolysis:  An  electric  current  passes 
tirough  electrodes  immersed  in  water, 
plitting  water  molecules  into  hydrogen 


of  five  cars  and  five  vans.  In  Munich, 
meanwhile,  BMW  is  running  two  735i 
models  on  liquid  hydrogen.  By  1997, 
Mercedes'  hydrogen-powered  buses 
could  be  plying  the  streets  of  Hamburg. 
Mazda  plans  to  unveil  its  hydrogen  pro- 
totype this  fall. 

So  far,  all  three  are  using  gasoline 
engines  that  have  been  modified  for  hy- 
drogen— though  not  yet  optimized.  The 
BMW's  3.8-liter  engine  turns  out  150  to 
170  horsepower,  instead  of  208  in  a  gas- 
oline version.  And  a  790-pound  fuel  tank 
in  the  Mercedes'  trunk  gives  that  car  a 
heavier  feel.  Still,  with  more  weight  in 
the  back,  the  car  can  be  thrown  into 
corners  with  more  abandon,  a  plus  when 


would  most  likely  produce  a  sky-bound 
lance  of  flame.  Still,  hydrogen  is  odor- 
less. So  BMW  has  put  sensors  in  the 
trunk  and  interior  to  detect  the  fuel  and 
fling  open  the  trunk  if  there's  a  leak, 
allowing  the  gas  to  vent  off. 

No  matter  what  the  technology, 
though,  hydrogen  takes  up  to  10  times 
more  volume  than  gasoline  with  the 
equivalent  energy,  limiting  range  and 
eating  up  space.  BMW's  propulsion-re- 
search manager,  Karl-Nikolaus  Regar, 
claims  BMW  has  "the  highest  storage  ca- 
pacity at  the  lightest  weight" — 66 
pounds.  Its  liquid-hydrogen  cars  go 
nearly  190  miles  per  tankful,  vs.  75 
miles  for  the  Mercedes.  Klaus  Feucht,  a 
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Mercedes  researcher,  counters  that  hy- 
drides "give  the  highest  standard  of 
safety." 

BMW  doesn't  agree,  but  its  24.6-gallon 
tank  does  have  drawbacks.  It  is  covered 
by  a  vacuum-sealed  layer  of  70  ultrathin 
aluminum  sheets,  each  separated  by  fi- 
berglass. And  the  tank  loses  up  to  2%  of 
its  fuel  by  evaporation  daily — vs.  maybe 
1%  per  month  for  gasoline.  This  re- 
quires an  array  of  pressure-relief  valves 
to  vent  gas  trapped  in  the  tank.  For  its 
car  to  sell,  moreover,  BMW  must  cut  the 
tank's  $26,000  price  by  90%  or  more. 

Once  that's  done,  fueling  hydrogen 
cars  will  be  an  adventure.  With  the  Mer- 
cedes, the  driver  uses  two  water  hoses 
coupled  in  a  6-inch-wide  unit  plus  a  sepa- 
rate hose  for  hydrogen.  The  water  re- 
moves heat  generated  when  the  hydro- 
gen is  bonded  with  powdered  metal  in 
the  10-minute  fueling  procedure.  The 
BMW  process  takes  an  hour.  That's  be- 
cause one  drop  of  liquid  hydrogen  on 
hands  or  toes  could  cause  severe  frost- 
bite. The  answer,  BMW  says,  is  robots.  A 
five-year  program  subsidized  by  the 
German  Research  &  Technology  Minis- 
try is  developing  a  robot  pump  for  gas 
and  diesel  that  could  be  adapted  for 
hydrogen. 

Meanwhile,  the  Germans  are  trying  to 
come  up  with  a  clean,  economical  hydro- 
gen source.  To  develop  cheaper  solar 
panels,  BMW  has  formed  a  $3.3  million 
joint  venture  with  partners  that  include 
Siemens  and  a  subsidiary  of  Daimler 
Benz.  Photovoltaic  cells  turn  less  than 
18%  of  the  sunlight  that  hits  them  into 
electricity.  Hydrogen  created  that  way, 
says  Mercedes'  Feucht,  will  cost  $49.21 
a  gallon  to  make  in  Northern  Europe, 
half  that  in  the  sunnier  south — vs.  $3.40 
for  gasoline,  including  $2.20  in  taxes, 
swiss  crude.  So,  Mercedes  and  BMW  are 
scoping  out  other  ideas.  One  scheme 
would  use  surplus  electricity  generated 
in  Switzerland  on  weekends  and  in  the 
summer,  when  demand  is  low.  And  fea- 
sibility studies  on  a  pilot  project  to  use 
Quebec's  abundant  hydroelectric  power 
suggest  that  liquid  hydrogen  could  be 
shipped  to  Germany  in  tankers  for  $5.19 
a  gallon,  before  taxes. 

Until  then,  Mercedes  may  use  buses 
to  perfect  its  technology.  Bulky  tanks 
on  the  roof  provide  a  190-mile  range 
without  losing  seats.  And  a  fleet  could 
refuel  at  one  station.  BMW  and  Mazda, 
meanwhile,  hope  to  optimize  hydrogen 
car  engines  for  more  range  and  power. 
"Hydrogen  is  for  20  years  from  now," 
predicts  BMW's  Reitzle,  and  even  that 
may  be  optimistic.  Still,  not  so  long  ago, 
wars  weren't  fought  over  oil.  If  that's 
the  alternative,  running  cars  on  water 
doesn't  seem  so  wild  a  dream. 

By  John  Templeman  in  Munich  and 
Stuttgart,  with  Karen  Lowry  Miller  i>i 
Tokyo 
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GOVERNMENT  NUMBERS  DON'T  TAKE  IMPROVEMENTS  IN  SUPERMARKET  SERVICES  INTO  ACCOUNT  I 


THERE'S  A  SILVER  LINING 
IN  THE  SERVICE  SECTOR 


Newly  available  data  show  surprising  gains  in  productivity 


One  by  one,  the  old  cliches  about 
the  service  sector  are  exploding. 
Growth  there,  once  thought  to 
be  recession-proof,  slowed  to  a  halt  last 
year.  Then,  supposedly  safe  service  jobs 
began  disappearing  as  bankers  and  as- 
sistant buyers  were  laid  off  in  droves. 

Now,  new  evidence  is  beginning  to  call 
into  doubt  the  widely  held  assumption 
that  service  industries  have  not  seen  sig- 
nificant productivity  growth.  Using  re- 
cently published  Commerce  Dept.  esti- 
mates of  the  sector's  output,  BUSINESS 
week  has  put  together  a  list  of  produc- 
tivity winners  and  losers  (table).  The 
data  clearly  show  healthy  productivity 
growth  for  certain  service  industries. 
Most  of  the  shortfall  in  the  sector's  mea- 
sured productivity  stems  from  just  five 
industries:  health  care,  legal  services, 
hotels,  repair  services,  and  grocery 
stores.  And  some  important  service  busi- 
nesses are  boosting  output  per  worker 
at  least  as  fast  as  most  manufacturers. 

The  good  news  doesn't  end  there.  The 
low  productivity  growth  noted  for  some 
industries  may  actually  understate  the 
improvement  in  service  that  these  busi- 
nesses have  achieved  in  recent  years. 
From  the  corner  grocery  store  to  the 
largest  accounting  firms,  service  busi- 
nesses have  spent  most  of  the  1980s  try- 
ing to  deliver  new  types  of  services.  And 


many  economists  believe  that  govern- 
ment statistics  have  not  kept  pace  with 
these  changes.  Notes  University  of 
North  Carolina  economist  James  F. 
Smith,  a  former  director  of  credit  re- 
search at  Sears,  Roebuck  &  Co.:  "The 
bulk  of  [the  overall  productivity  short- 
fall] is  a  measurement  problem,  and  the 
biggest  area  where  we  have  a  problem  is 
the  service  sector." 

suspect  stats.  In  its  recent  report 
Commerce  appeared  to  reach  some  very 
negative  conclusions  about  service  sec- 
tor productivity.  It  reported  that  manu- 
facturers boosted  productivity  at  an  an- 
nual rate  of  3.9%  from  1979  to  1988, 
while  the  service  sector  could  manage  an 
annual  increase  of  only  0.47c  during  that 
period. 

But,  in  that  same  report,  Commerce 
published  its  first  real  estimates  of  out- 
put for  such  industries  as  legal  services 
and  retailing.  Until  this  data  became 
available,  there  was  no  way  to  determine 
the  productivity  growth  for  most  individ- 
ual service  industries.  That's  still  true 
for  banking,  real  estate,  and  business 
and  professional  services.  For  the  rest  of 
the  service  sector,  however,  a  close  look 
at  the  improved  government  numbers 
shows  some  surprising  results. 

After  excluding  those  industries 
whose  productivity  Commerce  was  un- 
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)le  to  quantify,  about  one-quar- 

1  of  the  service  sector — mea- 
ired  by  output — shows  annual 
roductivity  improvements  of 
0%  or  more  from  1979  to  1988. 
he  top  performer  was  the  com- 
unications  industry,  which  now 
indies  many  more  telephone 
ills  with  about  15%  fewer  work- 
•s.  Also  showing  stellar  results 
as  the  securities  business, 
hich  has  used  automation  to 
>pe  with  a  fivefold  increase  in 
,ock  market  trades.  Even  de- 
irtment  stores,  many  of  which 
•e  now  skirting  bankruptcy,  saw 
leir  sales-per-employee-hour,  ad- 
sted  for  inflation,  rise  by  327" 
rer  the  past  10  years. 
hoice  cuts.  Indeed,  the  produc- 
vity  leaders  in  the  service  sector 
■e  doing  quite  well  compared 
ith  the  manufacturing  sector. 
xxch  of  manufacturing's  gains 
ime  from  the  machinery  indus- 
y,  which  includes  computer 
akers.  Largely  because  they 
>uld  pack  more  and  more  com- 
pter power  into  the  same  box, 
le  output  of  the  machinery  industry 
Dubled  from  1979  to  1988.  Taking  out 
lis  single  industry,  the  productivity 
rowth  rate  for  manufacturing  drops  to 
ist  2.9%. 

At  the  other  end  of  the  spectrum,  the 
leasured  productivity  losses  in  services 
so  are  concentrated  in  just  a  few  in- 
ustries.  BUSINESS  week's  analysis 
lows  health  and  legal  services  alone  to 

2  responsible  for  about  407"  of  the  total 
roductivity  shortfall,  while  grocery 
;ores  account  for  127  of  the  drop. 

And  there's  good  reason  to  be  suspi- 
ous  of  these  declines.  Consider  the  su- 
srmarket  business,  for  example.  Econo- 
list  Thierry  Noyelle  of  Columbia  Uni- 
ersity  compared  supermarkets  in  the 
.  S.,  where  productivity  growth  has 
een  negative,  with  those  in  France, 
'here  reported  gains  have  been  fairly 
:rong.  He  found  that  French  productivi- 
j  was  rising,  in  part,  because  mom-and- 
op  stores  are  being  re- 
laced  by  large  self- 
srvice  markets,  a  shift 
lade  years  ago  in  the 
L  S.  At  the  same  time, 
.merican  supermarkets 
re  opening  up  such  la- 
or-intensive  services  as 
eli  counters  and  using 
omputers  to  manage 
n  ever-increasing  vari- 
ty  of  goods.  According 
)  an  annual  survey  by 
Progressive  Grocer,  an 
ldustry  trade  journal, 
upermarkets  now 
tock  almost  19,000  dif- 
erent  items,  up  from 


DISSECTING  THE  SLOW  GROWTH 
OF  SERVICE  PRODUCTIVITY 


Annual  rate  of 
productivity  growth 

1979-88 

1988 
output 

Dillinnr 

billions 

SERVICE  SECTOR  (all  private  industries) 

0.4% 

ADJUSTED  SERVICE  SECTOR  (excludes  banking,     1 .0 
real  estate,  business  services,  and  other  industries 
where  productivity  is  not  officially  measured) 

COMMUNICATIONS 

4.8 

129 

SECURITY  BROKERS  AND  SERVICES 

4.7 

40 

WHOLESALE  TRADE 

3.1 

326 

DEPARTMENT  AND  APPAREL  STORES 

3.1 

70 

RECREATION,  INCLUDING  MOVIES 

2.9 

39 

AIR  TRANSPORTATION 

1.1 

37 

RESTAURANTS  AND  BARS 

-0.4 

45;  : 

GROCERY  STORES 

-0.8 

90** 

HEALTH  SERVICES 

-1.1 

249 

REPAIR  SERVICES 

-1.5 

58 

HOTELS 

-1.8 

41 

LEGAL  SERVICES 

-3.8 

67 

includes  industries  not  listed  in  the  table 

*BW  estimate 

DATA  COMMERCE  DEPT.,  LABOR  DEPT 

BW 

14,000  in  1985.  Such  an  increase  in  con- 
sumer choice,  usually  deemed  to  reflect 
an  increase  in  quality  of  service,  isn't 
picked  up  in  the  government's  productiv- 
ity numbers.  "The  negative  productivity 
growth  does  not  reflect  deterioration," 
says  Noyelle.  "It's  a  change  to  a  very 
different  mode  of  supermarket." 

The  rapid  growth  of  new  brands  and 
products  also  helps  explain  the  poor  pro- 
ductivity performance  of  the  repair  in- 
dustry. More  makes  of  imported  cars 
mean  more  specialized  repair  shops.  Sim- 
ilarly, the  rapid  growth  of  computers 
and  other  electronic  equipment  has  cre- 
ated an  entire  repair  industry  that  didn't 
exist  before.  Noyelle's  study  of  the 
health  care  industry  shows  that  there, 
too,  government  statistics  don't  capture 
the  gains  to  consumers  from  advances  in 
the  quality  of  care. 

The  measurement  problem  is  so  bad  in 
the  case  of  banks  that  Commerce  still 
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cannot  provide  even  a  rudimenta- 
ry estimate  of  productivity.  Ac- 
cording to  the  Labor  Dept.,  which 
measures  such  things  as  the 
number  of  checks  cleared  and 
loans  made  per  employee,  com- 
mercial banking  shows  a  respect- 
able 2.3%  annual  increase  in  pro- 
ductivity over  the  past  10  years. 
But  even  that  may  understate  the 
gains  in  customer  convenience 
from  24-hour  cash  machines. 
"They  don't  have  a  clue  about 
how  to  measure  the  output  of  a 
financial  intermediary,"  says  Jer- 
ry L.  Jordan,  senior  vice-presi- 
dent and  economist  at  First  Inter- 
state Bancorp  in  Los  Angeles. 

Unfortunately,  for  most  of 
these  service  businesses,  the  im- 
provements in  quality,  if  real, 
have  not  yet  shown  up  in  profits. 
The  reason:  overcapacity.  There 
are  too  many  stores,  too  many 
banks,  and,  in  some  parts  of 
the  country,  too  many  fast-food 
restaurants. 

lean  and  mean.  Elusive  profits, 
however,  didn't  halt  growth  in 
the  service  sector  as  a  whole  until  re- 
cently. Even  as  one  part  would  cut  back, 
another  part  would  absorb  the  extra 
workers.  As  a  result,  overall  productivi- 
ty in  the  service  sector  actually  dropped 
from  mid-1988  until  the  fourth  quarter 
of  1990. 

But  the  current  recession  has  started 
to  squeeze  a  lot  of  the  overcapacity  out 
of  the  service  sector,  leading  to  a  re- 
bound in  productivity  in  the  final  quar- 
ter of  1990  (chart).  The  list  of  companies 
in  Chapter  11  lengthens  each  week — 
Carter  Hawley  Hale  Stores  Inc.  and  Pan 
American  World  Airways  Inc.  are  just 
the  latest — and  companies  are  actively 
cost-cutting.  Already  in  1991,  banks,  re- 
tailers, and  airlines  have  announced  per- 
manent reductions  totaling  more  than 
60,000  jobs,  according  to  labor  consul- 
tant Dan  Lacey.  This  could  lead  to  larg- 
er productivity  gains  later. 

What  happens  to  all  those  workers,  as 
the  service  sector  slims 
down,  could  be  a  prob- 
lem. But  to  most  econo- 
mists, an  upturn  in  ser- 
vice productivity  can 
only  be  good  news.  Ser- 
vices would  become 
cheaper  to  both  con- 
sumers and  manufac- 
turers, making  their 
goods  less  expensive  as 
well.  The  trick  will  be  to 
achieve  these  gains 
without  sacrificing  the 
quality  of  services  in 
the  process. 

By  Michael  J.  Maude! 
in  New  York 


3NOMICS 


BUSINESS  WEEK/MARCH  4,  1991  61 


Finance 


IS  THERE  ANY  BOTTOM 
TO  THE  THRIFT  QUAGMIRE? 


Miis 


Experts  now  figure  1,600  S&Ls  may  need  bailing  out,  and  some  say  the  entire  industry  could  vanish 


A few  months  ago,  executives  at 
Great  American  Hunk  thought 
they  had  a  shot  at  survival.  Af- 
ter teetering  on  the  edge,  the  manage- 
ment of  the  troubled  San  Diego  thrift 
put  together  a  sweeping — and  painful — 
plan  to  stay  alive.  It  called  i'or  Great 
American,  once  the  nation's  eighth-larg- 
est s>vi„  to  sell  two-thirds  of  its  211 
branches  to  W  'lis  Fargo  &  Go.  In  re- 
turn, Great  Am.  ,  '  an  would  receive  $491 
million,  enabling  thrift  to  come  clos- 
er to  the  tough  iif.  apital  requirements 
imposed  by  regulato  ifter  the  onset  of 
the  savings  and  loa 

Now,  however,  that  plan  is  in  doubt. 
And  so  is  Great  Am.  -van's  future.  On 
Feb.  <>,  the  thrift  ai  i  .  ,ced  that  lie- 
cause  of  growing  real  «-  v  loan  losses, 
it  was  an  additional  $10'  on  short  of 
its  capital  requirements.  i  ce  at  the 
Office  of  Thrift  Supervis  which  has 
allowed  the  thrift  to  stay  n  despite 
its  capital  deficit,  may  be  ,      :ing  out. 


The  life-and-death  struggle  of  Great 
American  is  far  from  unique.  Since  the 
S&L  bailout  law  was  passed  in  August, 
IDS!),  553  institutions  have  collapsed  and 
been  seized  by  the  government.  But 
that,  it's  becoming  clear,  may  be  only 
the  beginning.  An  alarming  number  of 
the  2,389  survivors,  perhaps  500  or  more, 
are  a  lot  like  Great  American:  hanging 
on  by  their  fingernails  (table).  Many  of 
these  institutions  will  not  make  it,  which 
means  more  bad  news  for  taxpayers. 
The  S&L  bailout,  say  analysts,  could  end 
up  being  more  prolonged  and  costly  than 
even  today's  almost  incomprehensible 
estimates.  "The  OTS  talks  about  2,300 
private-sector  thrifts,"  says  James  R. 
Harth,  former  OTS  chief  economist,  "but 
most  of  those  are  not  healthy,  viable 
institutions." 

Evidence  of  the  industry's  continuing 
misery  is  everywhere.  After  years  of  ill- 
conceived  diversification,  thrift  execu- 
tives are  now  watching  even  their  core 


loan  portfolios  deteriorate  because  of 
the  recession  and  shrinking  real  estate 
values.  In  the  first  nine  months  of  1990, 
MS',  of  the  nation's  thrifts  weren't  mak- 
ing any  money,  vs.  297'  in  1988,  accord- 
ing to  Sheshunoff  Information  Services, 
an  Austin  (Tex.)  consultant.  Many  thrifts 
in  desperate  need  of  new  capital  to  stay 
in  business  have  been  unable  to  find 
willing  investors. 

blank  check?  On  Jan.  23,  the  Congres- 
sional Budget  Office  warned  that  the 
s&L  bailout  could  involve  as  many  as 
l.liOO  thrifts.  The  Administration's  esti- 
mate is  around  900.  The  CBO  puts  the 
cost  of  the  cleanup  at  $155  billion,  not 
including  interest  on  debt  incurred  to 
pay  for  the  cleanup.  That's  three  times 
the  Administration's  estimate  in  1989 
and  nearly  20'.  higher  than  the  cost  of 
the  U.  S.  Treasury's  worst-case  scenario. 
Adding  interest  over  the  decades  sends 
the  cost  of  the  bailout  into  the  strato- 
sphere: upwards  of  $500  billion,  accord- 
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g  to  the  General  Ac- 
mnting  Office.  Says 
ert  Ely,  an  Alexandria 
ra.)  thrift  consultant: 
rhey  ought  to  give 
reasury  a  blank  check 
1  this  one." 
Even  the  healthiest 
irifts  are  finding  little 
i  cheer  about.  Al- 
lough  half  of  the  in- 
istry  is  currently  do- 
g  well,  many  experts 
ill  believe  that  the  S&L 
isiness  is  headed  for 
ctinction.  Thrifts  are 
eadily  losing  ground 
i  commercial  banks,  particularly  in 
hat  was  traditionally  their  biggest 
rength:  home  mortgages.  Thrifts  also 
ck  banks'  broad  product  line,  as  well 
;  their  customer  mix,  which  allow 
inks  to  tap  both  commercial  and  con- 
lmer  depositors. 

downer.'  Ironically,  the  latest  set- 
icks  come  when  many  thrifts  have 
me  a  long  way  toward  mending  their 
ays.  Gone  are  the  days  of  outrageous 
ccesses.  Pressured  by  regulators,  S&Ls 
ive  tightened  lending  standards  and 
sposed  of  many  of  the  risky  invest- 
ents  that  led  to  the  industry's  down- 
ill.  For  instance,  Goldome,  a  Buffalo 
ivings  bank,  sold  $700  million  in  junk 
)nds  and  dumped  an  additional  $2.5  bil- 
)n  in  low-quality  corporate  bonds. 
S&Ls  have  also  spruced  up  their  sullied 
iblic  image.  To  overcome  lingering  sus- 
cions  about  safety,  some  have  stricken 
le  term  "savings  &  loan"  from  their 
>rporate  logos.  Others  are  more  direct, 
ome  Unity  Savings  Bank  of  Lafayette 
ill,  Pa.,  has  assigned  a  troubleshooter 

each  branch  to  calm  skittish  deposi- 
ts. "It's  a  downer,"  admits  Richard 
eihl,  chairman  of  H.  F.  Ahmanson  & 
o.  of  Los  Angeles,  the  biggest  S&L  in 
le  country.  "You've  always  been 
lought  of  as  the  institution  of  the  peo- 
e,  with  the  Jimmy  Stewart  image  from 
's  a  Wonderful  Life."  Largely  because 
!  the  thrift  bailout  law,  which  requires 
)%  of  an  S&l's  business  to  be  related  to 
)me  mortgages,  the  industry,  after 
raying  far  afield  during  the  deregulat- 
1  1980s,  is  returning  to  its  roots. 

Unfortunately,  these  efforts  aren't 
tely  to  help  much.  Demand  for  single- 
tmily  homes  is  softening.  In  December, 
dsting-home  sales  were  down  almost 
)%  from  a  year  ago.  The  recession  is 
so  taking  its  toll  on  existing  mort- 
ages.  Roughly  5%  of  home  mortgages 
ere  90  days  or  more  past  due  at  the 
id  of  the  third  quarter,  compared  with 
5%  in  the  first  half.  Delinquencies  have 
most  certainly  risen  since  then. 
Thrifts  are  facing  stiffer  competition 
lan  ever  from  commercial  banks, 
anks  are  aggressively  pursuing  the  re- 
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tail  mortgage  market, 
which  they  hope  will  be 
more  lucrative  once  the 
economy  rebounds,  and 
now  originate  more 
home  loans  than  do 
thrifts. 

But  the  real  bane  of 
the  thrifts  is  commer- 
cial real  estate,  which  is 
exacting  a  heavy  toll  on 
earnings.  Even  though 
most  thrifts  halted  lend- 
ing to  commercial  proj- 
ects several  years  ago, 
many  existing  loans  are 
becoming  burdensome. 
After  narrowing  substantially  in  the 
first  half  of  1990,  industry  losses  sud- 
denly worsened.  The  2,389  thrifts  still  in 
private  hands  lost  $631  million  in  the 
third  quarter  of  1990,  more  than  twice 
the  figure  for  the  second. 

The  OTS  expects  even  worse  numbers 
for  the  final  quarter.  Many  of  the  na- 
tion's strongest  thrifts  have  been  report- 
ing disappointing  yearend  results  in  re- 
cent weeks.  In  the  fourth  quarter, 
profits  at  Ahmanson,  long  considered 
one  of  the  industry's  healthiest  thrifts, 
plummeted  99%,  to  less  than  a  penny  a 
share,  following  a  $68  million  increase  in 
bad  loan  reserves.  And  few  analysts 
foresee  a  quick  turnaround  in  the  real 


Even  the  strongest  S&Ls  recorded  a  mi- 
serly 9.67'  return. 

Theodore  H.  Roberts  has  felt  the  mar- 
ket's rejection  first-hand.  The  chairman 
of  Talman  Home  Federal  Savings  & 
Loan  Assn.  in  Chicago  has  yet  to  snag 
any  investors,  though  his  thrift  is  unusu- 
ally solid.  Talman  earned  $13.2  million  in 
1990.  Even  better:  Its  nonperforming  as- 
sets are.  just  0.5%  of  its  $6.9  billion  in 
total  assets.  "We're  not  like  people  who 
have  been  blown  out  of  the  water  doing 
real  estate  development,  or  doing  fraud- 
ulent activity,"  says  Roberts  dispiritedly. 

With  little  chance  of  recruiting  outside 
investors,  thrifts  are  slashing  costs  and 
slimming  down.  Harbor  Federal  Savings 
&  Loan  Assn.  of  Fort  Pierce,  Fla.,  has 
met  most  of  its  capital  needs  through 
cutbacks.  Harbor  Federal  has  closed 
three  of  its  25  branches.  With  $750  mil- 
lion in  assets,  the  S&L  has  shrunk  by  17% 
since  1989.  "I've  seen  the  worst,"  says 
Harbor  President  Michael  J.  Brown 
hopefully,  "and  I'm  making  headway." 
reforms.  Shrinking  alone  won't  save 
the  industry,  however.  Now  that  banks 
and  other  lenders  are  offering  plenty  of 
home  loans,  many  analysts  question  the 
need  for  a  separate  S&L  industry.  And 
the  Administration  is  proposing  reforms 
that  would  give  commercial  banks  even 
more  competitive  advantages.  Bank 
holding  companies  would  be  permitted  to 


A  NEW  ROUND  OF  CASUALTIES? 


THE  LATEST  GOVERNMENT  ANALYSIS  OF  SURVIVING  THRIFTS  SUGGESTS  THAT 
HUNDREDS  MORE  THRIFTS  MAY  JOIN  THE  553  ALREADY  SEIZED 

Number                   Assets          Tangible  capital  as  a  Profit/loss 
Description                              of  thrifts                   Billions              percent  of  assets  Millions 

WELL  CAPITALIZED, 
PROFITABLE 

1,130 

$341 

6.50% 

$508 

MEETS,  OR  EXPECTED 
TO  MEET  CAPITAL  RULES 

685 

370 

4.10 

138 

POOR  EARNINGS, 
LOW  CAPITAL 

356 

191 

2.10 

-230 

STILL  OPERATING, 
BUT  INSOLVENT 

218 

152 

-2.50 

-1,048 

TOTAL 

2,389 

1,054 

3.53 

-631 

Data  for  quarter  ended  Sept.  30,  1990 

DATA:  OFFICE  OF  THRIFT  SUPERVISION 

estate  market.  A  recent  survey  of  real 
estate  developers,  lenders,  and  brokers 
by  the  National  Real  Estate  Investor 
and  Arthur  Andersen  &  Co.  showed  that 
most  expect  the  slump  to  drag  on  for  at 
least  the  next  two  to  five  years. 

Real  estate  woes  have  confounded  ef- 
forts by  thrifts  to  meet  tough  new  capi- 
tal requirements.  With  investors  snub- 
bing cash-raising  campaigns  by  Citicorp, 
the  nation's  largest  bank,  S&Ls  don't 
stand  much  of  a  chance.  In  the  year 
ended  last  June  30,  banks,  on  average, 
earned  a  relatively  respectable  15.8%  re- 
turn on  equity.  By  contrast,  the  S&L  in- 
dustry is  operating  in  the  red  (table). 


expand  their  consumer  reach  by  offering 
everything  from  auto  loans  to  mutual 
funds.  Indeed,  analysts  believe  that  the 
few  hundred  thrifts  that  are  expected  to 
survive  the  1990s  may  eventually  just 
evolve  into  banks. 

That  means  the  once-ubiquitous  S&L 
industry  may  fade  away.  But  unfortu- 
nately for  taxpayers,  the  costly  residue 
of  the  industry's  foolhardy  expansion  in 
the  1980s  will  linger  for  incalculable 
years  to  come. 

By  John  Meehan  in  New  York,  with  Mike 
McNamee  in  Washington,  Gail  DeGeorge  in 
Miami,  Joan  O'C.  Hamilton  in  San  Fran- 
cisco, and  bureau  reports 
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WOOLWORTH'S 
NEW  LOOK  IS  WORTH 
LOOKING  INTO 

Despite  the  market's  surge  since 
mid-January,  it's  not  too  late  to 
jump  in,  say  some  smart-money 
investors.  True,  many  of  the  30  stocks 
that  make  up  the  Dow  Jones  industrial 
average  have  flown  practically  out  of 
sight,  but  these  pros  think  at  least  one 
is  still  underpriced:  Woolworth. 

Once  the  "old  reliable"  of  the  gener- 
al-merchandise business,  Woolworth  is 
now  operating  as  if  it  were  retailing's 
new  kid  on  the  block.  The  hitherto 
stodgy  chain  has  restructured  its  vari- 
ety-store format  and  is  now  a  big  mul- 
tinational operator  of  specialty  stores, 
selling  mainly  shoes  and  apparel. 

"There's  been  a  lot  of  interest  in  re- 
tailers of  late,  but  Woolworth  has  just 
begun  to  catch  fire,"  says  Arnold 
Schmeidler,  president  of  a  New  York 
investment  firm  that  manages  some 
$300  million.  Prior  to  the  market's  war 
rally,  Woolworth  was  out  of  favor,  in 
part  because  of  disappointing  U.  S. 
sales  that  were  hurt  by  the  slump  in 
consumer  spending.  But  now,  the  chain 
is  seen  as  an  ideal  end-of-the-recession 
play.  Schmeidler  thinks  the  stock  is 
still  trading  at  a  "big  discount  to  the 
market."  And  in  an  industry  where 
debt  has  hurt  many  retailers,  Wool- 
worth's  balance  sheet  is  in  strong 
shape,  he  notes. 

Partly  reflecting  the  market's  ad- 
vance, the  stock  has  gone  from  27  in 
mid-January  to  35  on  Feb.  19.  Now 
trading  at  IU/2  times  Schmeidler's  1992 
earnings  estimate  of  $3  a  share,  it  de- 
serves a  price-earnings  ratio  at  least 
equal  to  the  market's  15,  he  believes. 
That  makes  Woolworth  a  $45  stock.  An 
analyst  at  Standard  &  Poor's  figures 
the  big  retailer  will  earn  $3.25  a  share 
vs.  an  estimated  $2.80  in  the  year  that 
ended  Jan.  31,  1991.  Based  on  that  esti- 
mate and  a  p-e  of  15,  Woolworth  is 
worth  $48  a  share. 

more  stores.  Tom  Tashjian,  a  veteran 
retailing  analyst  at  Seidler  Amdec  Se- 
curities in  Los  Angeles,  thinks  a  15-to- 
16  p-e  is  achievable  over  the  next  two 
years.  That's  in  line  with  the  compa- 
ny's estimated  earnings-growth  rate  of 
16%  over  each  of  the  next  three  years, 
he  says,  and  should  support  a  stock- 
price  gain  of  at  least  40%  this  year. 
The  acceleration  in  earnings  growth 
will  be  spurred  by  the  rapid  expansion 
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of  Woolworth's  already-large  network 
of  specialty  outlets  in  the  U.  S.  and 
abroad,  says  Tashjian. 

With  its  more  than  8,000  refurbished 
stores,  Woolworth  will  be  a  chief  bene- 
ficiary of  the  anticipated  economic  re- 
covery, says  Tashjian.  In  addition  to 
the  U.  S.,  Woolworth  operates  stores  in 
14  countries,  including  Australia,  Cana- 
da, and  Germany.  More  than  6,500  of 
the  stores  are  specialty  outlets,  such  as 
the  profitable  Foot  Locker  shops 
owned  by  its  Kinney  Shoe  unit.  Wool- 
worth  is  expected  to  open  some  700  to 
800  more  specialty  stores  by  yearend. 
Tashjian  thinks  shoes  will  help  move 
the  chain  forward  during  the  recovery. 


EASTERN'S  DEMISE 
IS  DELTA'S  REBIRTH 

The  buffeted  airline  stocks  certain- 
ly aren't  for  the  faint  of  heart, 
particularly  now  that  they  have 
risen  to  lofty  levels  again.  Shares  of 
Delta  Air  Lines  have  jumped  from  56 
in  early  January  to  71  on  Feb.  19. 
Fierce  fare  wars  and  volatile  fuel 
prices — not  to  mention  the  slump  in 
travel  because  of  terrorism  fears — re- 
main a  concern  to  investors.  So  you 
would  think  the  airlines'  next  turn 
would  be  downward. 

No  way,  say  pros  who  are  buying 
Delta  as  if  it  had  just  hit  bottom.  "In- 
vestors— including  the  big  guns — 
haven't  yet  recognized  the  growth  po- 
tential of  Delta,  which  has  just  ac- 
quired Eastern  Air  Lines'  gates  at  the 
Atlanta  airport,"  says  Steve  Leeb, 
president  of  the  Money  Growth  Insti- 
tute. "Nobody  thinks  Delta  is  a  $150 
stock,"  he  says.  "I  do."  Leeb  notes  that 


the  acquisition  of  Eastern's  18  gates  | 
and  facilities  in  Atlanta  gives  Delta 
control  of  "the  world's  second-busiest 
airport,  which  is  also  a  port  of  entry  to 
the  U.  S." 

He  sees  Delta  returning  to  profitabil- 
ity in  1991,  vs.  a  loss  in  1990.  The  big 
recovery  will  come  in  1992,  he  says,  J 
with  the  carrier  earning  well  over  $5  a  ) 
share,  and  in  1993,  when  Leeb  expects  ) 
profits  of  $10.  The  stock  will  also  ex-  | 
plode  over  the  next  two  to  three  years,  !j 
he  says.  Why?  If  the  industry  suffers  I 
more  bankruptcies  and  mergers,  as  \ 
Leeb  expects,  survivors  such  as  Delta  u 
will  have  firmer  control  of  pricing. 

The  kicker  is  international  flights. 
Delta  already  flies  between  Cincinnati 
and  Paris  and  between  Atlanta  and  , 
Amsterdam.  The  carrier  also  plans  to 
serve  Los  Angeles-Tokyo,  as  well  as 
routes  to  eastern  Europe  and  the  Sovi- 
et Union.  "Those  will  be  lucrative," 
says  Leeb. 


ACTION  IN  THE 
GULF— OF  MEXICO 


Tidewater  is  benefiting  from  the 
new  swell  of  activity  in  America's 
gulf — the  Gulf  of  Mexico.  As  a 
result,  the  operator  of  one  of  the  larg- 
est fleets  of  vessels  serving  interna- 
tional offshore  oil-drilling  companies  is 
expected  to  come  back  to  profitability 
after  six  years  in  the  red.  Its  stock, 
which  was  severely  hammered  from  a 
high  of  22  in  mid-1990  to  11  in  mid- 
January,  has  trudged  back  up  to  15. 

Tidewater  "is  making  inroads  in  for- 
eign markets,  the  most  important  of 
which  is  the  Soviet  Union,"  says  money 
manager  Rick  Eakle,  president  of  Ea- 
kle  Associates  in  Fair  Haven,  N.J.  He 
believes  Tidewater  is  in  talks  with  Sovi- 
et authorities  about  participating  in 
that  country's  efforts  to  improve  its 
oil-producing  capacity. 

Tidewater's  marine-services  unit, 
whose  274  vessels  provide  towing  and 
anchor-handling  of  mobile  drilling  rigs 
and  equipment,  accounts  for  68%  of 
operating  profits  and  74%  of  sales. 
Tidewater  also  provides  gas  compres- 
sors to  oil-and-gas  and  chemical  compa- 
nies, which  account  for  32%  of  earn- 
ings and  26%  of  sales. 

With  the  rig  count  in  the  Gulf  of 
Mexico  rising — largely  because  of  in- 
creased capital  spending  by  the  oil  ma- 
jors— Eakle  expects  Tidewater  to  earn 
$1.10  a  share  this  year  and  $1.55  in 
1992.  He  thinks  the  stock  will  double 
over  the  next  12  to  18  months,  outper- 
forming the  oil-service  biggies. 
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There's  only  one  PBX  system 
that  won't  be  blown  away  by  the  future. 

When  the  future  comes  knocking,  only  one  PBX  has  both  the  flexible  architecture 
and  power  to  answer  the  challenge. The  Fujitsu  F9600.™  Unlike  others  who've  retro- 
fitted older  PBXs,  the  F9600  was  designed  from  the  start  to  take  advantage  of 
emerging  telecommunication  services— like  ISDN  and  broadband.  For  starters,  its 
distributed  processor  architecture  lets  you  add  capacity  and  functionality  simply 
by  adding  processor  modules.  Its  single  stage  switching  matrix  provides  smooth 
growth  and  fast  processing  of  voice,  data  and,  when  you  need  it,  broadband  services  such  as  video. 
And  thanks  to  its  high-level  applications-oriented  software,  new  applications  can  be  added  as 
quickly  as  your  needs  change.  Today,  the  system  is  performing 
worldwide  in  over  1,300  installations.  Which  shouldn't  come  as  a  surprise,  consid- 
ering Fujitsu  Ltd.  is  a  pioneer  in  ISDN  technology  and  an  $18  billion  global  leader 
in  computers  and  telecommunications.  To  see  just  how  much  better  the  F9600 
really  is,  call  Fujitsu  Business  Communication  Systems  at  1-800-654-0715.  You'll 
find  that  with  the  F9600,  the  future's  nothing  to  be  afraid  of. 


FUJITSU 


FUJITSU  BUSINESS 
COMMUNICATION  SYSTEMS 


<  19W.  Fujitsu  Business  Communication  Systems.  F9HOO  is  a  trademark  of  Fujitsu  Business  Communication  Systems. 


THE  MESS 
AT  PRU-BACHE 

QUESTIONS  ABOUT  THE  BROKER'S  DEALINGS  COULD  CAUSE  LONG-TERM  DAMAGE 


George  L.  Ball's  reign  is  over  at  Pru-Bache — but  his  era 
lives  on.  After  nine  years  as  CEO,  Ball  resigned  on  Feb. 
13,  leaving  behind  more  than  $250  million  in  losses  and 
one  nasty  mess  for  Pru-Bache's  parent,  Prudential  Insurance 
Co.  of  America. 

Pru-Bache  and  Prudential  face  legal  troubles  that  could 
drag  down  their  finances — and  images — for  years  to  come. 
Prudential-Bache  Securities  Inc.  sold  more  than  $6  billion  in 
limited  partnerships  to  more  than  100,000  investors  during 
Ball's  time.  But  plummeting  values  of  the  underlying  invest- 
ments and  stiff  up-front  fees  and  commis- 
sions have  taken  their  toll.  Today,  these  part- 
nerships may  be  worth  less  than  $3  billion. 

Investors  already  have  named  Pru-Bache  in 
over  100  lawsuits  claiming  more  than  $2  bil- 
lion in  damages,  according  to  plaintiffs'  attor- 
neys. Even  a  group  of  former  Pru-Bache  bro- 
kers is  preparing  a  lawsuit  alleging  they  were 
damaged  by  the  way  the  firm  administered 
and  marketed  its  limited  partnerships. 
serious  questions.  The  damage  goes  deep- 
er. In  an  investigation  including  interviews 
with  more  than  100  current  and  former  Pru- 
Bache  employees  and  customers,  BUSINESS 
WEEK  has  learned  of  possible  conflicts  of  in- 
terest involving  James  J.  Darr,  44,  a  little- 
known  but  ambitious  executive  who  headed 
Pru-Bache's  limited  partnership  unit  from 
1979  to  1988.  Executives  who  worked  for 
Darr  say  that  Ball  left  Darr  alone  to  build  his 
empire  because  the  unit  was  so  profitable. 
business  week's  investigation  suggests  that 
Darr's  relationships  with  some  real  estate  de- 
velopers may  have  compromised  his  responsi- 
bility to  find  the  best  partnerships  to  sell  to 
Pru-Bache  customers.  Serious  questions  also 
exist  about  whether  Pru-Bache  and  Pruden- 
tial properly  disclosed  these  potential  con- 
flicts of  interest.  In  fact,  Prudential  has  initi- 
ated its  own  independent  investigation. 

According  to  documents  obtained  by  this 
magazine,  Darr  invested  in  joint  ventures 
with  George  S.  Watson,  a  Texas  developer 
who  sold  his  partnerships  through  Pru-Bache. 
Former  senior  employees  of  Watson's  compa- 
ny assert  that  one  of  the  deals  was  a  low-risk 
and  lucrative  transaction  made  to  induce  Dart- 
to  continue  doim    iusiness  with  the  develop- 


GEORGE  BALL  More  of  a 
cheerleader  than  a  disciplinarian 


JAMES  DARR,  1968  Was 

there  a  conflict  of  interest  in  the 
choice  of  limited  partnerships  he 
sold  to  Pru-Bache  investors? 


er.  Even  if  it  wasn't  intended  as  an  inducement,  this  alleged 
transaction  raises  disclosure  questions:  Darr's  personal  invest- 
ment dealings  with  Watson  were  not  made  known  in  offering 
documents  for  a  subsequent  limited-partnership  fund  co-spon- 
sored by  the  Dallas  developer's  company  and  Pru-Bache.  Nor 
was  the  fact  that  Darr  obtained  $2.1  million  in  mortgage  loans 
for  his  home  in  Connecticut  from  an  Arkansas  savings  and 
loan  in  which  Watson  and  his  partner,  A.  Starke  Taylor  III, 
were  major  shareholders. 

Darr,  who  left  Pru-Bache  at  the  end  of  1988,  has  not  been 
named  in  the  many  lawsuits  examined  by  this 
magazine  and  declined  to  be  interviewed.  In  a 
written  statement  to  business  week,  his  at- 
torney, Stuart  Perlmutter,  said:  "These  alle- 
gations are  absolutely  and  completely  untrue. 
Mr.  Darr  never  requested,  demanded,  or  re- 
ceived any  personal  compensation  from  gen- 
eral partners,  prospective  general  partners, 
or  others  who  wanted  to  sell  partnerships  or 
other  investments  through  the  Pru-Bache  sys- 
tem." In  a  separate  letter  Watson  said:  "I 
have  never  known  Mr.  Darr  to  demand  or 
receive  special  personal  compensation." 
unavailable.  Actions  by  Pru-Bache  and  par- 
ent company  Prudential  also  raise  some  ques- 
tions. The  brokerage  firm  provided  limited 
disclosure  to  investors  about  the  involvement 
of  Darr  and  five  other  Pru-Bache  executives 
in  a  New  York  hotel  deal  that  benefited  them 
while  rescuing  one  of  the  Texas  developers 
from  a  debt  crunch.  Pru-Bache  also  gave 
Darr  a  clean  bill  of  health  in  a  National  Asso- 
ciation of  Securities  Dealers  filing  after  he 
left  the  firm  in  1988.  In  doing  so,  it  may  have 
violated  an  nasi >  regulation  by  failing  to  dis- 
close that  Pru-Bache  had  hired  an  outside  law 
firm  to  investigate  Darr's  land  transactions  in 
1988.  And  while  Prudential  Insurance  stopped 
investing  in  Prudential-Bache  Energy  Income 
funds  in  1986  after  Prudential  executives 
raised  questions  about  Darr,  Pru-Bache  cus- 
tomers were  never  told  of  those  concerns. 
Individual  investors  in  those  funds  ended  up 
having  their  payouts  slashed  because  of  poor 
results. 

Darr  also  seemed  to  exhibit  poor  judgment 
by  selecting  Dallas  real  estate  developer  Clif- 
ton S.  Harrison,  who  sold  $100  million  in  part- 
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ALLEGATIONS  INVOLVING  JAMES  J.  DARR 


LAND  DEALS 

Darr  was  included  in  a  low  risk  1983  land 
deal  by  Texas  real  estate  developer  Watson 
&  Taylor  that  more  than  doubled  his  money 
in  little  over  a  year.  This  and  other  land  in- 
vestments with  developer  were  not  dis- 
closed in  offering  documents  for  1985  limit- 
ed partnership  fund  co-sponsored  by  Pru- 
Bache  and  Watson  &  Taylor 

RESPONSE  Darr  refuses  to  discuss  allega- 
tion. 'I  consider  my  investment  portfolio  to  be 
a  strictly  personal  matter, '  he  says 


HOME  LOANS 

In  1984  and  1985,  Darr  received  a  $1.8  mil- 
lion first  mortgage  and  a  $345,000  second 
mortgage  on  his  home  in  Connecticut  from 
First  South  F.A.,  a  Pine  Bluff  (Ark.)  savings 
and  loan  in  which  Watson  &  Taylor  princi- 
pal George  Watson  was  a  major  sharehold- 
er. Neither  transaction  was  disclosed  in 
1985  Watson  &  Taylor  limited  partnership 
offering  document 

RESPONSE  Claims  both  loans  disclosed  to 
Pru-Bache  in  advance.  States  that  second 
mortgage  paid  back  in  December,  1986,  and 
first  mortgage  paid  in  full  in  May,  1990 


BUSINESS  PARTNER 

Darr  selected  real  estate  developer  Clifton 
Harrison  to  be  co-general  partner  of  about 
$100  million  in  Pru-Bache  limited  partner- 
ships without  Pru-Bache  disclosing  to  in- 
vestors that  Harrison  pled  guilty  in  1967  to 
felony  count  of  embezzlement.  But  in  one 
case,  federal  judge  orders  Pru-Bache  to  pay 
back  investor  for  failing  to  disclose  Harri- 
son's criminal  record 

RESPONSE  An  opinion  was  obtained  by  out- 
side counsel  that  Harrison 's  Presidential 
pardon  in  1974 gave  him  a  clean  slate 


A  1988  letter  sent  to  a  former  Watson  & 
Taylor  employee  by  a  Dallas  law  firm 
stating  that  it  had  been  retained  by  Pru- 
Bache  to  investigate  James  Darr. 


aware    Mr     D.  lctl 
J^lor      aea?t'y  'f-f 


our 


ion  VVnvesti°ation  i 
Realty  j.. j       .  a  Party 


James 


ned  by 
Carr's 
doubt 


Currently,  or  at  termination,  was  the  individual  under  internal  review 
(1 5 )  ^or  ^rau^  or  wron9^u'  tolcing  of  property,  or  violating  investment-  r- 

related  statutes,  regulations,  rules  or  industry  standards  of  conduct  ?  I  I  l/y| 

•■■KHHMMBiHMHHHBHMHHllBHI 


Sincerely 


A  NASD  form  filed 
by  Pru-Bache  in 
1989  stating  that 
Darr  was  not  under 
investigation  when 
he  left  the  firm. 
The  answer  would 
be  technically 
correct  only  if 
no  inquiry  was 
pending  at 
the  time  of  his 
departure  or 
on  the  date  of 
the  filing 


ALLEGATIONS  INVOLVING  PRU-BACHE  AND  PRUDENTIAL 


BARBIZ0N  DISCLOSURE 

Darr  and  five  other  Pru-Bache  executives 
bought  a  majority  stake  of  Harrison's  inter- 
est in  New  York's  Barbizon  Hotel  and  an 
adjacent  brownstone  in  1984,  helping  Harri- 
son avert  personal  debt  crunch.  Prospectus 
in  later  Harrison  partnership  discloses  only 
that  several  Pru-Bache  insiders  invested  in 
an  unidentified  venture  with  him 

RESPONSE  Parent  company  Prudential  In- 
surance refuses  to  discuss  any  allegations 
concerning  Darr 


DATA  BW 


INTERNAL  INQUIRY 

Darr  is  subject  of  investigation  by  outside 
law  firm  in  1988.  When  he  leaves  brokerage 
firm  months  later,  Pru-Bache  answered  'no' 
on  regulatory  form  asking  if  Darr  was  'cur- 
rently or  at  termination,  under  internal  re- 
view for  fraud  ...  or  violating  investment- 
related  statutes,  regulations,  rules,  or 
industry  standards  of  conduct.'  The  answer 
may  have  been  technically  correct,  depend- 
ing on  when  the  investigation  ended,  but  it 
raises  questions  about  the  adequacy  of  dis- 
closure 

RESPONSE  Parent  company  Prudential  In- 
surance refuses  to  discuss  any  allegations 
concerning  Darr 


ENERGY  DEALS 

Prudential  Insurance  stopped  investing  in 
Pru-Bache  Energy  Income  funds  in  1986 
and  pulls  its  representatives  from  oversight 
board  after  those  Prudential  executives 
raise  questions  about  Darr  not  ensuring 
that  quality  investments  are  being  made. 
Pru-Bache  customers  not  told  of  concerns 

RESPONSE  Prudential  says  participation  by 
its  employees  on  oversight  boards  'no  longer 
necessary' after  1987  because  decision  was 
made  to  invest  its  limited  dollars  for  oil  and 
gas  properties  in  drilling  programs  rather 
than  acquisition  of proven  reserves,  the  in- 
vestment object  of  the  Energy  Income  funds 
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nerships  through  Pru- 
Bache.  Pru-Bache  failed 
to  disclose  to  investors 
that  Harrison  pleaded 
guilty  in  1967  to  a  felo- 
ny count  of  embezzle- 
ment. Both  Texas  de- 
velopment companies' 
partnerships  have 
proved  to  be  costly  for 
investors. 

Prudential,  respond- 
ing for  itself  and  Pru- 
Bache,  refuses  to  dis- 
cuss any  matter  that 
deals  directly  with 
Darr.  Prudential  Chair- 
man Robert  C.  Winters 
has  declined  interview 
requests  from  BUSINESS 
WEEK  since  early  in 
January.  Told  on  Feb. 
19  that  this  article  was  imminent,  a  Pru- 
dential spokesman  said  Winters  and 
Robert  A.  Beck,  a  former  Prudential 
chairman  who  was  named  interim  CEO  at 
Pru-Bache  after  Ball  resigned,  were  vis- 
iting the  firm's  branch  managers  and 
unavailable  for  interviews. 

By  1988,  Pru-Bache  learned  of  Darr's 
alleged  misconduct,  and  it  hired  the  Dal- 
las law  firm  of  Locke  Purnell  Rain  Har- 
rell  to  investigate  his  land  investments. 
But  it's  not  clear  how  long  executives  at 
Prudential  headquarters  in  Newark, 
N.  J.,  have  known  of  these  allegations.  A 
Prudential  spokesman  insists  that  the 
departure  of  Ball,  who  also  declined  to 
comment,  had  nothing  to  do  with  ques- 
tions first  posed  by  business  week  in 


GEORGE  WATSON  Did  he 

grant  Darr  special  favors? 


early  January  about  al- 
leged irregularities  in 
Pru-Bache's  limited- 
partnership  operation. 
However,  the  New 
York  law  firm  of  Davis 
Polk  &  Wardwell  has 
been  retained  by  Pru- 
dential to  investigate  al- 
legations about  Pru- 
Bache's  limited- 
partnership  group, 
including  "transactions 
involving  Jim  Darr  and 
Watson  &  Taylor,"  says 
a  Feb.  7  letter  to  one 
former  Watson  &  Tay- 
lor employee  from  Da- 
vid D.  Brown  IV  of  that 
law  firm.  Three  former 
Pru-Bache  executives 
who  had  worked  in  di- 
rect investment  say  they  were  contacted 
by  Davis  Polk  lawyers  in  mid-January 
and  asked  specific  questions  about  Darr. 

The  Darr  matter  could  be  costly  even 
for  deep-pocketed  Prudential,  with  its 
$160  billion  in  assets.  Before  the  allega- 
tions involving  Darr  became  known,  Lip- 
per  Analytical  Securities  Corp.  analyst 
Perrin  H.  Long  was  estimating  that  le- 
gal expenses  and  settlements  in  partner- 
ship-related cases  could  cost  Prudential 
$1.2  billion  over  several  years — 207>  of 
the  limited  partnerships  Pru-Bache  sold. 
But  now  that  new  allegations  are  surfac- 
ing about  Darr  and  Pru-Bache,  the  num- 
ber of  lawsuits  may  rise. 

Prudential  declines  to  provide  an  esti- 
mate of  what  it  views  as  Pru-Bache's 


litigation  exposure.  Prudential  also  say 
in  a  written  statement  that  it  is  "unabL 
to  respond  to  questions  which  deal  with 
matters  before  the  courts." 

Prudential  attempted  to  sell  its  bro 
kerage  unit  last  year.  But  Pru-Bache'f 
potential  total  liability  played  a  part  ir 
derailing  that  effort.  Parent  Prudentia 
refused  to  cover  the  cost  of  settling  al 
suits  and  claims  against  Pru-Bache,  anc 
no  Wall  Street  rival  was  willing  to  shoul 
der  that  risk,  say  two  former  senior  Pru 
Bache  executives. 

CATCH-22.  The  firm's  liabilities  maj 
grow  if  Pru-Bache  violated  securities 
laws  by  not  disclosing  Darr's  involve 
merit  with  developers.  But  that's  no 
clear-cut.  Securities  laws  state  that  "al 
underwriters  are  required  to  make  ful 
disclosure  of  their  compensation,"  says 
Ira  Lee  Sorkin,  a  partner  at  Squadron 
Ellenoff,  Plesent  &  Lehrer  and  former 
director  of  the  Securities  &  Exchangt 
Commission's  New  York  office.  "Tht 
purpose  is  so  that  investors  know  wheth 
er  they  are  being  solicited  because  it  is  a 
good  investment  or  because  the  under- 
writer is  getting  a  piece  of  the  action." 

What  exactly  is  considered  compensa 
tion  requiring  disclosure  is  left  to  the 
courts  to  decide  on  a  case-by-case  basis 
But  however  the  courts  rule  on  the  com 
pensation  issue,  investors  may  have  hac  1 
a  right  to  know  about  Darr's  potentia 
conflicts  of  interest.  Based  on  a  1976 
U.  S.  Supreme  Court  decision,  disclosure 
is  required  if  its  omission  would  signifi 
cantly  alter  the  mix  of  information  con 
sidered  by  a  customer  before  investing 

Pru-Bache  may  now  find  itself  in  i 


the 


A  SCORECARD  ON  SOME  PRU-BACI 


Limited  partnerships  are  a  way  for 
the  little  guy  to  own  a  piece  of,  say,  a 
big  office  building  or  a  producing 
oil  well.  Partnership  units  are  usually  sold 
in  increments  of  $1,000  and  entitle  the 
holder  to  receive  a  percentage  of  income, 
capital  gains,  and  tax  benefits  after  ex- 
penses are  deducted.  They  also  offer  a 
chance  for  a  big  payday  at  a  specified  date 
years  later  ij  Ike  assets  are  sold  for  a  profit. 
About  $142  billion  worth  have  been  sold 
since  1977  by  nu  merous  firms.  The  gener- 
al partners  organize  the  partnership,  deter- 
mine which  assets  will  be  acquired,  and 
then  manage  thei  •  'or  the  limited  part- 
ners— all  for  hefty  ices  and  a  percentage  of 
capital  gams  and  income. 


VMS  REALTY  PARTNERS 

In  the  1980s,  Pru-Bache  brokers  sold  at 
least  $1  billion  of  the  total  $2.6  billion  raised 
by  Chicago-based  VMS  from  eight  publicly 
traded  funds  and  more  than  100  private  real 
estate  partnerships  sold  to  more  than 
110,000  investors 

STATUS  VMS  hobbled  by  cash  crunch, 
plunging  property  values.  Management  of 
the  public  funds  removed  from  VMS. 
Funds  originally  worth  $10  now  trade  for 
$37$  to  $3.60  per  share.  Secondary-market 
makers  refuse  to  quote  prices  for  most  pri- 
vate partnerships.  Among  the  few  that 
trade,  VMS  Boca  Raton  Club  partnership 
sells  for  about  50$  on  the  dollar 

LITIGATION  Pru-Bache  is  a  defendant  in 
more  than  35  lawsuits  asking  about  $2  bil- 
lion. Cases  consolidated  into  two  class  ac- 
tions in  Chicago  federal  courts.  Pru-Bache 
and  VMS  now  in  settlement  negotiations 
with  attorneys  for  private  partnerships 


PRUDENTIAL  BACHE 
ENERGY  INCOME 

More  than  $1.3  billion  raised  by  Pru-Ba 
from  121,000  investors  from  1983  to  1 
to  buy  oil-  and  natural-gas-producing  pr 
erties.  Marketed  as  a  high-yield,  safe  in 
vestment.  Pru-Bache  is  co-managing  ge 


al  partner  with  a  unit  of  Graham  Resou: 
in  Covington,  La. 

STATUS  Pru-Bache  announced  last  Octc 
that  quarterly  cash  payouts  being  cut  b 
to  half.  Plans  to  roll  up  funds  into  a  pub 
traded  stock  fund  called  off  by  Pru-Bacl 
last  November.  Now  trying  to  boost  ou 
through  drilling  program.  Partnership  i 
trade  on  secondary  markets  for  10$  to 
on  the  dollar 


LITIGATION  One  investor  files  lawsuit  i 
February 
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;gulatory  catch-22.  As 

usual,  the  SEC  isn't 
liking  about  whether 

is  investigating  the 
rokerage  firm.  But 
tie  former  SEC  assis- 
int  director  of  enforce- 
lent  points  to  a  dilem- 
1a:  The  SEC  could 
snalize  Pru-Bache  if  it 
etermines  that  Darr 
)mmitted  irregular- 
ies  and  the  firm  did 
ot  catch  the  alleged 
lisdeeds.  In  effect, 
lat  would  mean  that 
le  firm  failed  to  ade- 
uately  supervise  Darr. 
n  the  other  hand,  if 
ru-Bache  argues  that 

knew  about  the  alleged  misdeeds  and 
>rced  out  Darr,  that  could  compromise 
s  defense  in  the  partnership  lawsuits. 
;  also  could  be  an  admission  that  Pru- 
ache  didn't  follow  SEC  rules  that  re- 
uire  regulatory  filings  to  be  amended 
)  correct  previous  misstatements  or 
missions. 

vstique.  Whether  Pru-Bache  gets  into 
jgulatory  hot  water  is  of  secondary 
jncern  to  investors  who  lost  money  in 
eals  that  went  sour.  "I'm  on  the  verge 
f  personal  financial  destruction,"  says 
Ir.  William  M.  Bethea  Jr.,  a  Norfolk 
/a.)  internal  medicine  specialist  who  in- 
ested  $474,000  in  eight  Pru-Bache  part- 
erships.  In  a  1990  lawsuit,  he  charges 
iat  all  but  two  of  the  partnerships  are 
ow  practically  worthless. 
Several  former  Pru-Bache  brokers  are 
urrently  seeking  to  pin  the  blame  on 
leir  employer  for  products  on  which 


WILLIAM  BETHEA 

The  Norfolk  (Vo.)  inter- 
nist invested  $474,000  in 
eight  Pru-Bache  partner- 
ships. He  charges  in  a 
1990  lawsuit  that  all  but 
two  of  them  are  almost 
worthless.  "I'm  on  the 
verge  of  financial 
destruction,"  he  says 


they  have  already  collected  commissions. 
One  of  them  claims  he  has  lost  clients 
because  he  was  misled  by  Pru-Bache 
about  partnerships  that  are  now  per- 
forming poorly.  He  is  planning  to  sue  his 
former  employer. 

Conservative  Prudential  and  commis- 
sion-driven Pru-Bache  always  have  had 
different  cultures.  In  1981,  when  Pru- 
dential acquired  Bache,  it  inherited  Darr, 
who  had  started  Bache's  tax-shelter  de- 
partment in  1979.  The  son  of  a  Worces- 
ter (Mass.)  shoe  salesman,  Darr  earned  a 
bachelor's  degree  in  history  and  philoso- 
phy at  Holy  Cross  and  a  graduate  certif- 
icate in  Middle  Eastern  studies  from  the 
University  of  Utah.  He  cultivated  a 
tough-guy  mystique,  often  telling  stories 
about  being  a  helicopter  and  jet  pilot 
during  the  Vietnam  War  and  working 
undercover  for  the  Central  Intelligence 
Agency,  says  Curtis  J.  Henry  Jr.,  a  St. 


Petersburg  (Fla.)  businessman  who  once 
worked  for  Darr  at  Bache.  Another  for- 
mer executive  in  Darr's  department, 
claims  that  Darr  often  bragged  that  he 
had  flown  F-4  Phantom  jet  fighters  in 
Vietnam.  To  the  contrary,  however,  Air 
Force  records  show  that  Darr  spent  his 
active-duty  career  at  Hill  Air  Force  Base 
in  Utah  as  a  logistics  officer.  Through 
his  attorney,  Darr  denies  having  ever 
made  such  statements  and  says:  "The 
substance  of  those  alleged  statements  is 
not  true."  Contacted  again  by  BUSINESS 
week,  Henry  and  the  other  source  stand 
by  their  statements. 

Darr  was  driven  by  generating  vol- 
ume, since  that  was  the  key  to  his  com- 
pensation. And  by  emphasizing  Pruden- 
tial's solid  stature  in  sales  literature,  he 
rapidly  built  a  fat  book  of  partnership 
offerings.  In  1982,  more  good  luck  came 
Darr's  way  when  George  Ball  became 


MITED  PARTNERSHIP  OFFERINGS 


PRUDENTIAL-BACHE 
ENERGY  GROWTH 

million  raised  from  more  than  27,000 
:ors  in  1987  and  1988  for  four  blind- 
unds,  G-l  through  G-4.  Pru-Bache  and 
im  resources  co-general  partners, 
eted  by  Pru-Bache  as  'vulture  funds' 
|uire  energy-related  properties  and 
;ages  at  deep  discounts 

IS  G-l  fund  has  never  been  profit- 
j-2  through  G-4  funds  saddled  with 
to  Offshore  Pipeline,  which  went  pub- 
t  July  at  $17  a  share  and  now  trades 
'  $9.  G-l  partnership  units  trade  for 
le  on  dollar.  G-2  through  G-4  funds 
for  30$  to  40$  on  dollar 

ftTION  A  handful  of  lawsuits  have 
filed  against  Pru-Bache  alleging  G-l 
purchase  loans  at  a  discount,  and  a 
ton  law  firm  says  it's  preparing  a  suit 
half  of  1,100  clients.  In  court  filings, 
iache  denies  the  charges 


WATSON  &  TAYLOR 

Dallas  developers  of  mini-warehouse  stor- 
age complexes  raised  about  $100  million  in 
four  offerings  sold  by  Pru-Bache  from  1983 
to  1987.  Marketed  as  tax-sheltered  income 
funds  with  potential  for  capital  appreciation 

STATUS  Watson  &  Taylor  Realty  Co. 
dropped  as  managing  general  partner  in 
November,  1988.  Pru-Bache  hired  Public 
Storage  to  manage  most  complexes.  Annu- 
al cash  payout  yields  on  funds  never  topped 
4%.  Secondary-market  price  for  funds 
range  from  10$  to  15$  on  the  dollar  of  origi- 
nal investment,  but  one  buyer  reports  pay- 
ing 300  on  the  dollar  for  Watson  &  Taylor 
partnership  No.  1 

LITIGATION  None 


CLIFTON  HARRISON 

Texas  developer  raised  nearly  $100  million 
from  1981  to  1985  for  13  private-placement 
partnership  deals  sold  by  Pru-Bache  bro- 
kers 

STATUS  Most  of  these  real  estate  deals 
have  collapsed  or  have  been  forced  to  re- 
structure 

LITIGATION  Judge  ordered  repayment  of 
$237,000  to  Minnesota  investor  for  his  in- 
vestment in  Federal  Archives  partnership. 
Pru-Bache  named  in  other  lawsuits  asking 
for  similar  repayment  of  all  money  invest- 
ed, plus  interest  for  investments  in  at  least 
five  other  Harrison  hotel  and  office 
projects 
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his  boss.  Bull,  who  had  been  lured  from 
E.  F.  Hutton  &  Co.  to  run  Pru-Baehe, 
had  a  reputation  as  a  cheerleader  for  the 
retail-sales  troops,  rather  than  as  a 
forceful  disciplinarian.  Executives  who 
worked  for  Darr  say  Ball  used  the  same 
light  touch  with  Darr  and  essentially  left 
him  alone.  By  1986,  Darr's  department 
posted  a  $40  million  profit,  more  than 
the  rest  of  Pru-Bache  that  year. 

Other  Wall  Street  firms  also  were 
pushing  partnerships  hard  and  are  now 
suffering  their  own  litigation  hangovers. 
In  the  days  before  the  Tax  Reform  Act 
of  1986  closed  the  loophole,  losses  gener- 
ated by  partnerships  could 
be  deducted  from  inves- 
tors' income  taxes.  Bro- 
kers got  hefty  commis- 
sions of  87'  or  more,  and 
brokerage  houses  raked  in 
huge  underwriting  fees. 
But  the  207  to  307  in  up- 
front commissions  and 
fees  made  operating  prof- 
its highly  unlikely.  Worse, 
investors  may  still  face 
nasty  tax  battles  with  the 
Internal  Revenue  Service 
if  failed  partnerships  are 
judged  to  have  been  sim- 
ply a  tax-avoidance  device. 
"I  sold  $800  million  worth 
of  this  stuff,  and  none  of 
it  is  doing  well,"  says  one 
former  Pru-Bache  regional 
supervisor. 

'personal.'  Only  now  are 
questions  surfacing  about 
how  Darr  chose  some  of 
the  dozens  of  powerful 
general  partners  who  sold 
their  products  through 
Pru-Bache.  Consider  his 
relation  with  Watson  & 
Taylor  Realty  Co.,  the  Dal- 
las-based development  company  that 
teamed  up  with  Pru-Bache  to  raise  near- 
ly $100  million.  Watson  &  Taylor  princi- 
pals included  Darr  in  at  least  three  mini- 
mal-risk, high-profit  land  deals  in  Texas, 
say  two  former  Watson  &  Taylor  execu- 
tives who  have  seen  the  company's  tax 
records.  Darr  also  participated  in  several 
other  Watson  &  Taylor  land  ventures  by 
signing  loan  agreements  that  entitled 
him  to  profits  if  the  deals  succeeded  and 
sheltered  him  from  any  loss  if  they 
failed,  say  (he  former  employees. 

In  one  instance,  Darr  invested  at  least 
$20,000  in  a  joint  \enture  called  Lom- 
bardi  No.  3  in  November,  1983.  Darr 
knew  it  was  a  low-risk  transaction,  ac- 
cording to  the  Watson  &  Taylor  employ- 
ees, because  general  p^tner  George 
Watson  allegedly  had  neg; -Mated  a  con- 
tract to  sell  at  a  profit  the  principal  as- 
set of  Lombardi  No.  3 — raw  land  near 


the  Stemmons  Freeway,  northwest  of 
downtown  Dallas.  As  a  result,  employ- 
ees say  that  Darr  received  his  original 
investment  back  within  a  matter  of 
weeks,  and  a  profit  payout  of  1407  in  a 
little  more  than  a  year. 

A  letter  sent  by  a  lawyer  at  Locke 
Purnell,  the  firm  hired  by  Pru-Bache  in 
1988,  to  a  former  high-ranking  Watson 
&  Taylor  executive  makes  it  clear  that 
Darr  was  involved  in  several  deals  with 
the  Texas  developers.  The  letter  says  in 
part:  "Watson  &  Taylor  Realty  has  been 
cooperating  with  our  firm  in  this  investi- 
gation . . .  and  has  provided  us  with  a 
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number  of  joint 
venture  agreements  in  which 
Mr.  Darr  was  a  party."  Asked  about 
land  transactions,  Darr  told  BUSINESS 
WEEK  in  a  letter  dated  Jan.  18,  1991:  "I 
consider  my  investment  portfolio  to  be  a 
strictly  personal  matter." 

Darr's  relation  with  Watson  also 
seemed  to  come  in  handy  when  he 
bought  a  $1.8  million  house  in  Green- 
wich, Conn.  Darr  borrowed  the  entire 
amount  in  1984  from  FirstSouth  F.  A.,  a 
Pine  Bluff  (Ark.)  S&L  in  which  George 
Watson  and  his  partner  controlled  over 
25' ;  of  the  stock.  Darr  later  obtained  a 
$345,000  second  mortgage  from  the 
same  s&L.  "George  said  it  was  his  job  to 
take  care  of  Jim  Darr,"  says  a  former 
Watson  &  Taylor  executive,  referring  to 
his  assistance  in  arranging  the  loans. 
Watson  did  not  respond  to  BUSINESS 
week's  request  for  comment  on  this. 
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Darr  insists  that  he  did  not  receive 
preferential  treatment.  In  a  written 
statement,  he  says  the  $1.8  million  mort-| . 
gage  amounted  to  a  bridge  loan,  since  he 
applied  the  proceeds  from  the  sale  of  hisj 
previous  home  three  months  later  to  re 
duce  the  balance.  And  both  loans  were] 
paid  in  full  by  May,  1990,  he  says.  Fur- 
ther, he  says  he  disclosed  the  transac 
tions  to  Pru-Bache  in  advance.  Pruden 
tial  and  Pru-Bache  declined  to  respond 
to  questions  about  this  assertion. 

Even  if  Pru-Bache  knew  about  the 
mortgage  arrangement,  investors  didn't. 
No  mention  of  it  is  contained  in  an  SEC 
registration  statement 
filed  in  1985  for  Pruden 
tial-Bache/Watson  &  Tay 
lor  Ltd.-4,  an  of- 
fering that  raised 
$33  million  from 
investors  to  build 
and  manage 
miniwarehouse  com 
Jf  plexes.  That  particu- 
lar partnership,  beset 
by  operating  losses 
suspended  cash 
»  payouts  at  the  end  of 
|  1988  after  returning 
only  $22.90  per  $500 
I  unit  and  made  a  minimal 
I  cash  payment  in  Novem 
;  ber,  1990. 

unscathed.  Disclosure 
proved  to  be  an  issue  with 
another  general  partner 
that  Darr  selected,  Clifton 
Harrison.  In  April,  1990,  a 
St.  Paul  federal  court 
judge  ordered  Pru-Bache 
to  repay  $237,000  to  a  Min 
neapolis  investor  because 
the  brokerage  failed  to  dis 
close  that  Harrison  was  a 
convicted  felon.  Two  inter- 
nal compliance  executives  who 
worked  for  Darr  say  they  pro- 
tested sponsoring  deals  with 
the  Dallas  developer  because  Harrison 
had  been  slapped  with  a  five-year  prison 
sentence  in  1967  after  he  pled  guilty  to 
embezzling  bank  funds.  Moreover,  Har- 
rison had  limited  real  estate  experience. 

But  Peter  M.  Fass,  a  New  York  attor- 
ney whose  firm  did  work  for  Pru-Bache, 
says  he  obtained  an  opinion  from  the 
New  York  State  Attorney  General's  of- 
fice in  the  early  1980s  that  said  Harri 
son's  criminal  background  didn't  have  to 
be  disclosed  because  he  received  a  Presi- 
dential pardon  in  1974  from  President 
Ford.  That  cleared  the  way  for  nearly 
$100  million  in  Harrison-sponsored  part- 
nership deals  to  be  sold  by  Pru-Bache 
brokers. 

Today,  Harrison  investors  have  lost 
millions.  Most  of  his  real  estate  deals 


ive  collapsed  or  been 
irced  to  restructure, 
ut,  in  one  case,  Harri- 
>n  emerged  unscathed 
;cause  Darr  and  five 
her  Pru-Bache  execu- 
tes ended  up  buying  a 
ajority  stake  in  Harri- 
s's interest  in  the 
arbizon'  Hotel  and  an 
Ijacent  brownstone  in 
ew  York. 

As  it  turns  out,  the 
184  Barbizon  transac- 
3n  extricated  Harrison 
ir  a  time  from  his  per- 
mal  debt  woes  and  re- 
arded  Pru-Bache  in- 
fers with  handsome 
,x  breaks.  In  ex- 
lange  for  the  Barbi- 
>n  stake,  Darr  and  the 
her  Pru-Bache  insid- 
Is  assumed  $1.3  mil- 
>n  of  the  debt  Harri- 
m  owed  to  another 
rm  that  also  was  sell- 
g  partnerships 
irough  Pru-Bache,  ac- 
irding  to  documents  Harrison  was  re- 
lired  to  file  in  Texas.  Pru-Bache  insid- 
■s  were  willing  to  assume  the  debt 
?cause  they  got  lucrative  tax  credits 
>r  the  historic  rehabilitation  project, 
riese  would  have  been  wiped  out  if  the 
arbizon  project  had  defaulted  because 
!  cost  overruns. 

In  addition  to  Darr,  the  roster  of  Pru- 
ache  insiders  participating  in  the  Barbi- 
>n  deal  includes  Virgil  Sherrill,  onetime 
ru-Bache  vice-chairman;  Robert  J. 
lerman,  who  headed 
ru-Bache's  retail  divi- 
on  at  the  time  and 
ho  was  Darr's  imme- 
ate  boss  until  1986; 
rilliam  Pittman,  a  one- 
me  due-diligence  offi- 
ir  who  worked  for 
arr;  Richard  Si- 
lenxio,  the  current 
jad  of  Pru-Bache's  re- 
til  division;  and  Paul 
roscia,  who  succeeded 
arr  as  head  of  the  di- 
;ct  investment  unit. 
Once  the  Barbizon 
3al  was  struck,  Harri- 
)n  was  able  to  contin- 
3  sponsoring  partner- 
lip  deals  because  he  was  out  from 
rider  debt.  But  that  raises  a  question 
aout  how  forthright  Pru-Bache  was  in 
isclosing  the  deal's  significance  to  bl- 
asters.  Buried  on  page  49  of  a  1985 
ffering  document  for  the  Virgin  Isle 
otel  venture  in  the  Caribbean  that  Har- 
son  was  marketing  through  Pru-Bache 
as  this  minimal  disclosure:  "Several  of- 
cers  of  agent  [Pru-Bache]  have  partici- 


PROTESTORS  demonstrate  outside  Pru-Bache's  Boca  Raton  office 

in  one  other  real 


Darr  claims  his 
"departure  was 
voluntary,  amicable, 
and  on  the  best 
of  terms,  and  moti- 
vated by  my  desire 
to  engage  in  busi- 
ness for  myself" 


pated  with  [Harrison 

estate  venture  " 

In  written  responses  from  their  attor- 
neys, Darr  and  Sherman  confirmed  that 
they  made  the  Barbizon  investment,  but 
both  say  it  had  been  cleared  in  advance 
by  Pru-Bache.  The  brokerage  firm  was 
asked  by  BUSINESS  week  for  comments 
about  the  other  participants.  However, 
responding  in  a  letter  on  behalf  of  Pru- 
Bache,  Prudential  said  that  Pru-Bache 
required  disclosure  of  personal  invest- 
ments under  certain  cir- 
cumstances. Prudential 
doesn't  think  it  "appro- 
priate to  comment  on 
confidential  information 
furnished  to  us  by  our 
employees  concerning 
their  personal  invest- 
ments." None  of  the  in- 
dividuals responded  to 
BUSINESS  WEEK'S  ques- 
tions. This  magazine  at- 
tempted repeatedly  to 
contact  Harrison  for 
comment  and  sent  a  let- 
ter to  his  Dallas  office 
listing  specific  ques- 
tions. There  has  been 
no  reply. 

Questions  about  Harrison's  dealings 
with  Pru-Bache  officials  also  surfaced  in 
a  1988  Florida  lawsuit  filed  by  investors 
who  bought  units  in  the  Brazilian  Court 
Hotel  in  Palm  Beach,  Fla.,  against  Pru- 
Bache.  Harrison  was  the  general  partner 
in  this  deal,  and  the  lawsuit  claims  that 
"officers  and  representatives  of  [Pru- 
Bache's]  direct-investment  group  re- 
ceived a  series  of  kickbacks,  bribes,  and 


other  unlawful  inducements  and  com- 
pensations from  principals  associated 
with  the  Brazilian  Court  Hotel."  Neither 
Darr  nor  any  of  the  subordinates  work- 
ing for  him  is  specifically  named  in  that 
lawsuit.  Plaintiffs'  attorneys  are  cur- 
rently negotiating  a  settlement. 

Before  and  after  he  left  Pru-Bache, 
Ball  did  not  respond  to  BUSINESS  week's 
questions  about  his  relations  with  Darr. 
But  he  has  been  dogged  once  before  by 
queries  about  how  much  he  knew  of  ac- 
tivities that  occurred  when  he  was  presi- 
dent of  E.  F.  Hutton.  Questions  arose 
about  his  role  in  a  1980  scheme  to  boost 
Hutton's  interest  income  by  overdraw- 
ing branch-office  checking  accounts  at 
banks  around  the  country.  A  memo  writ- 
ten by  Ball  turned  up  years  later  show- 
ing that  Ball,  then  the  Hutton  president 
and  No.  2  executive,  encouraged 
branches  to  overdraft  local  banks  to 
boost  profits.  Hutton  agreed  to  plead 
guilty  to  more  than  2,000  felony  counts 
in  1985  and  paid  a  $2  million  fine.  Ball, 
who  argued  that  he  was  not  directly  re- 
sponsible for  cash  management,  was  is- 
sued a  censure  from  the  'New  York 
Stock  Exchange  in  1988. 
SOURED.  While  Ball  seemed  to  have  paid 
too  little  attention  to  Darr,  Darr  was 
noticed  by  high-level  Prudential  execu- 
tives in  Newark.  Prudential  had  been  an 
early  investor  in  a  small  Louisiana  oil- 
drilling  company,  Graham  Resources 
Inc.,  and  now  holds  a  15%-  stake.  After 
Graham  teamed  up  with  Pru-Bache  in 
1983  to  raise  money  for  a  series  of  ener- 
gy partnerships,  Prudential  initially 
agreed  to  invest  its  own  money  in  the 
fund  alongside  the  public.  For  a  time, 
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three  senior  Prudential  executives  sat  on 
the  oversight  board  that  guided  the  Gra- 
ham staff  in  operating  the  funds. 
Thanks  to  promises  of  yearly  double-dig- 
it returns,  the  Energy  Income  funds 
raised  more  than  $1.4  billion. 

By  1986,  the  Prudential  representa- 
tives soured  on  Darr,  says  an  ex-Pruden- 
tial source  with  direct  knowledge  of  the 
matter.  According  to  this  executive,  the 
three  left  the  board  that  year,  after  their 
warnings  about  Darr  went  unheeded,  at 
the  same  time  that  Pru- 
dential moved  to  stop 
investing  in  the  funds. 
"He  was  more  volume- 
oriented,"  says  the 
source,  "and  not  as  con- 
cerned about  making 
sure  quality  invest- 
ments were  being  ac- 
quired with  the  limited 
partners'  money." 

That  insight  wasn't 
shared  with  Pru-Bache 
customers  in  the  Ener- 
gy Income  funds.  Last 
October,  Pru-Bache  cut 
quarterly  cash  payouts 
on  many  of  the  funds 
by  up  to  half.  Pruden- 
tial says  in  a  written  re- 
sponse that  its  execu- 
tives resigned  because 
of  changing  investment 
aims,  so  "Prudential 
employees  on  the  fund 
boards  were  no  longer 
necessary." 

As  late  as  1987,  Dan- 
was  still  a  rising  star  at 
Pru-Bache.  That  spring, 
Ball  sent  Darr  to  Har- 
vard business  school's 
prestigious  three-month 
Advanced  Management 
Program.  Within 
months  of  his  return 
from  Boston,  however, 
Texas  developers 
George  Watson  and 
Starke  Taylor  were 
summoned  to  Pru- 
Bache's  New  York 
hea<  li  ]  uarters.  Officials 
of  the  brokerage  firm  wanted  to  strip 
the  Texans  of  their  management  role  in 
several  underperforming  partnerships 
they  co-managed  with  Pru-Bache,  and  to 
use  outside  managers  instead. 

After  it  was  c!e  ir  they  would  be 
ousted,  Watson  coldlj  asserted  that  he 
was  getting  shabby  treatment  for  some- 
one who  had  been  gracious  enough  to 
cover  Darr's  cash  calls  on  several  land 
deals,  says  one  eyewitness.  Pru-Bache 
Vice-President  Frank  W.  Giordano  and 
General  Counsel  Loren  Schechter  said 


ROBERT  WINTERS  He  vows 
not  to  sell  Pru-Bache 


ROBERT  BECK  He  became  in- 
terim CEO  at  Pru-Bache  after  Ball 


nothing.  Within  days,  lawyers  from  the 
Dallas  law  firm  of  Locke  Purnell,  work- 
ing for  Pru-Bache,  were  combing 
through  Watson  &  Taylor  records.  They 
found  that  Darr  was  a  participant  in  a 
number  of  land  deals  with  the  principals 
of  Watson  &  Taylor.  Prudential  declined 
a  request  for  comments  from  Schechter 
and  Giordano. 

George  Watson  is  now  saying  little 
about  that  inquiry.  Watson  did  not  re- 
spond to  questions  about  the  1988  Locke 
Purnell  investigation, 
other  than  saying: 
"You  should  know  that 
Mr.  Darr  is  not  a  partic- 
ipant in  any  of  the  busi- 
ness activities  we  have 
ongoing."  Locke  Pur- 
nell lawyers  declined  to 
comment. 

By  Thanksgiving, 
1988,  only  months  after 
the  Locke  Purnell  in- 
vestigation had  begun, 
Darr  left  Pru-Bache. 
The  following  May, 
Pru-Bache  told  the 
NASD  in  a  regulatory 
form  that  it  was  a  vol- 
untary resignation.  The 
brokerage  firm  also  an- 
swered "no"  when 
asked  if  "currently  or 
at  termination,  was  the 
individual  [i.e.,  Darr] 
under  internal  review 
for  fraud  ...  or  violat- 
ing investment-related 
statutes,  regulations, 
rules,  or  industry  stan- 
dards of  conduct?"  If 
indeed  the  Locke  Pur- 
nell probe  had  ended 
before  Darr's  official 
departure,  that  may 
have  been  a  technically 
correct  answer  because 
he  was  no  longer  under 
investigation.  But 
based  on  information 
provided  to  him  by 
BUSINESS  WEEK,  a  for- 
mer SEC  enforcement 
official  says  that  Pru- 
Bache  may  have  violated  the  spirit  of 
the  regulation,  which  requires  broker- 
ages to  let  regulatory  bodies  know  if  an 
employee  left  as  a  result  of  a  probe. 
glowing  report.  Darr  states  that  he 
was  not  forced  to  leave.  In  the  Jan.  18, 
1991,  letter  to  BUSINESS  WEEK,  he  writes: 
"My  departure  from  Pru-Bache  was  vol- 
untary, amicable,  and  on  the  best  of 
terms,  and  motivated  by  my  desire  to 
engage  in  business  for  myself." 

As  for  Ball,  if  he  was  aware  of  any 
allegations  of  Darr's  misconduct,  it  was 


not  evident  from  his  internal  memo 
praising  the  departing  Darr.  "We  are; 
deeply  grateful  to  Jim,"  Ball  wrote  or 
Nov.  25,  1988.  "Simply  put,  our  direct- 
investment  group  is  the  finest  in  the 
field.  Jim  started  it,  nurtured  it,  expand- 
ed it,  and  led  it.  Clients,  account  execuJ  I 
tives,  and  the  firm  alike  have  benefited  I 
from  his  talent  and  accomplishments.'! 
Former  co-workers  say  that  Darr's  sevl 
erance  arrangement  entitles  him  to  re-1 
sidual  payments  from  some  limited  partf 
nerships    sold    during    his  regime 
Through   his   attorney,   Darr  declinec 
comment  on  his  severance  package. 

Ball's  praise  of  Darr  is  ironic  since  the  I 
limited  partnership  debacle  has  played  a 
major  part  in  Pru-Bache's  woes.  Sobered 
by  the  failed  attempt  to  sell  the  firm, 
Ball  and  Prudential  executives  agreed 
late  last  year  to  cut  back  Pru-Bache  to 
its  retail  brokerage  core.  That  required 
$370  million  in  special  charges  and  left 
Pru-Bache  with  a  $250  million  net  loss 
for  1990.  The  insurance  giant  had  little 
choice  but  to  pump  $200  million  in  new 
capital  into  Pru-Bache  late  in  1990  hop- 
ing profits  could  be  made  by  concentrat 
ing  on  Pru-Bache's  core  business. 
'Strong  future.'  Prudential  insists  that 
Pru-Bache  has  been  profitable  so  far  in 
1991.  And  it  continues  to  deny  that  it  is 
worried  about  its  AAA  rating  on  nearly 
$10  billion  in  public  debt.  But  if  the  Pru 
Bache  litigation  losses  mount,  it  puts 
more  pressure  on  the  performance  of 
Prudential's  non-Wall  Street  invest 
ments.  Prudential  is  one  of  the  largest 
owners  of  real  estate  in  the  U.  S.  and 
has  a  sizable  portfolio  of  junk  bonds 
Given  the  mounting  problems  in  those 
areas,  it's  not  surprising  that  after  surg 
ing  by  $1.14  billion  in  1989,  the  compa- 
ny's capital  surplus  remained  flat  last 
year,  at  $7.9  billion 

The  big  question  now  is  whether  Beck 
has  simply  been  brought  out  of  retire 
ment  to  dispose  of  Pru-Bache.  Pruden 
tial  is  standing  by  its  vow  not  to  sell  the 
firm  and  indeed  changed  the  broker's 
name  to  Prudential  Securities  Inc.  on 
Feb.  20  to  show  the  firm  "has  a  strong 
future  as  part  of  the  Prudential  family," 
says  Winters  in  an  official  statement.  At 
least  in  the  short  term,  the  surging 
stock  market  should  lessen  the  pressure 
by  bringing  some  investors  back.  But 
the  residue  of  ill  will  from  the  limited 
partnership  imbroglio  won't  easily  be 
cleansed.  Whatever  the  outcome,  it 
won't  involve  the  marketing  of  new  part- 
nerships. Months  before  he  was  ousted, 
Ball  ordered  the  shutdown  of  Jim  Darr's 
direct-investment  fiefdom.  They're  both 
gone,  but  unwinding  their  legacy  is  now 
the  costly  responsibility  of  Prudential 

By  Chuck  HawkiJis,  with  Leah  Nathans 
Spiro,  in  New  York 
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Conducting  Business 
Gloriouslv 


iegie  Hall,  the  incomparable  per- 
forming arts  institution  which  has  long  been 
the  standard  for  such  institutions  around  the 
world,  is  100  this  year. 

By  special  arrangement  with  Carnegie  Haii 
there  will  be  just  one  authorized  centen- 
nial document  published  in  a 
business  magazine.  Carnegie 
has  awarded  this  honor  to 
3usir.es>  Week. 

Carnegie  Hall:  America's 
Standard  far  Artistic  Excel- 

April  29th  North  America 
edition  of  Business  Week. 
With  an  introduction  by 
Isaac  Stern  and  illustrations 
by  Al  Hirschfeld.  this  Special 
Centennial  Advertising 
Section  will  herald  the  past, 
present  and  future  of 
Carnegie  Hall  as  it  tri- 
umphantly enters  its  second 
century. 

Business  Week  invites  you 
take  center  stage  in  this  stellai 

As  an  advertiser  you  will  bx 
corporate  affiliation  with  a  gn 
treasure  that  is,  very  simply,  t 
world. 

And,  you  will  help  Carneg 
A  large  percentage  of  the  advertising  revenue 
will  be  awarded  directly  to  the  Hall  in  the 
name  of  all  participating  corporate  sponsors 
and  Business  Week. 


as  well. 


Business  Week  is  :  rr'enng  m  excerr :  ni. 
array  of  benefits  to  eligible  advertisers: 

A  signed,  numbered,  limited  edition  litho- 
graph celebrating  Carnegie  Hall's  100th,  spe- 
cially created  by  AI  Hirschfeld,  will  be  pre 
sented  to  the  first  50  companies  that 
sunn  :  r:  rims  c  :  —  —.err.  :  ram.  e 
endeavor. 

<><►<> 

Your  Chief  Executive  Officer 
nd  spouse,  or  guest,  will  be 

guests  i:  Business  Weei<"s 
galat  black  tie  ev  ening  on 
April  29th  for  a  private  party 
at  the  Russian  Tea  Room  fol- 
lowed by  that  ev  ening's  cen- 


<><><> 

Your  company  will  receive 
500  copies  of  the  deluxe  reprint 
edition  of  this  document  that  will 
become  part  of  the  permanent  his- 
tory of  Carnegie  Hall.  It  also  will 
receive  bonus  circulation  to  chief  exec- 
utives of  the  Business  Week  1000.  officials 
of  the  National  Endowment  for  the  Arts,  and 
the  entire  audience  at  Carnegie  Hail  the  nigh: 
of  .April  29th. 

<><><> 

Celebrate  Carnegie  Hail's  Centennial  with 
Business  Week  and  nearly  7  million*  North 
American  readers.  It's  a  glorious  way  to 
conduct  business. 


Carnegie  Hall 


A  Special  Centennial  Advertising  Section 

I 

William  H.  DeGraff.  Director.  Special  Projects    212  512-6012 
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BusinessWeek 


These  Days  When  A  Worker  Has  An  Accident,  Evei  i\ 


The  Workers  Compensation  System  was 
designed  to  help  injured  workers  get  well,  and 
return  to  work.  In  most  states,  it  does.  In  other 
states,  the  problems  aren't  simply  big.  They're 
enormous. 

And  beginning  to  spread  into  other  states. 
Right  down  the  line,  everybody's  starting  to  feel 
the  effects  — from  the  workers,  to  their  families, 
to  the  employers,  to  the  insurers. 

The  System 

Over  75  years  ago,  when  it  was  created  to 
protect  workers  from  on-the-job  injuries,  Workers 
Compensation  was  based  on  some  well-inten- 
tioned and  well-received  ideas: 

To  prevent  work-related  accidents  from  ever 
happening. 

To  give  prompt,  quality  medical  attention 


and  equally  prompt  income  benefits. 

To  rehabilitate  injured  workers  and  help 
them  get  back  to  work. 

To  offer  cost  stability  to  the  employer. 

And  ultimately  to  keep  the  entire  workpla  : 
productive  —  the  less  down-time,  the  more  tim 
you  have  to  be  competitive,  and  stay  competitr 
The  Obstacles 

It  bears  repeating:  There  are  problems.  Big 
problems,  in  many  states,  that  need  fixing.  We 
also  need  to  strengthen  the  system  so  that  these 
problems  don't  spread  to  other  states. 

Problems  like  unnecessary,  time-consumii 
litigation.  Soaring  claims  costs.  Underfunded, 
understaffed  state-administered  agencies.  And 
on  a  national  level,  runaway  medical  costs. 

Fact  is,  the  economies  of  entire  states  are 
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:ing— partly  because  businesses  won't  relo- 
in  places  where  Workers  Compensation  is 
isarray. 

For  some  states,  the  situation  is  so  critical, 
irers  have  stopped  writing  Workers  Compen- 
Dn  Insurance  altogether— premiums  won't 
i  cover  losses  and  expenses. 

The  Way  To  Help 

What  can  you  possibly  do  to  help?  You'd  be 
>rised.  lb  help  restore  and  strengthen  the 
em  in  your  state,  you  can  take  two  courses  of 
sn. 

First:  Be  aware.  Find  out  what's  happening 
our  state,  how  you're  affected,  and  what  you 
do  to  help.  Talk  to  your  insurance  company 
usiness  trade  association. 

Or  two:  Share  your  views  by  writing  to 


Gary  Countryman,  President  and  CEO  of 
Liberty  Mutual,  175  Berkeley  Street,  Boston,  MA 
02117  We'll  help  you  get  in  touch  with  people  in 
your  state  who  can  help. 

When  strong  and  fit,  the  Workers  Compen- 
sation System  works  hard,  and  works  well. 
Everyone  it  touches,  it  benefits  — especially  the 
injured  worker. 

Which  is  why,  considering  all  it  stands  for, 
we  should  do  everything  possible  to  keep  it 


standing. 
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Help  Strengthen  Workers  Compensation* 
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SEMICONDUCTORS  I 


THE  NEXT  GREAT  LEAP 
IN  COMPUTING  SPEED 


Multichip  packages  cut  computing  time  by  precious  nanoseconds 


Packaging  technology  doesn't  nor- 
mally stoke  the  passions  of  semi- 
conductor engineers.  The  top 
guns  in  the  business  are  the  people  who 
design  circuits,  not  those  who  engineer 
the  protective  housings,  or  packages,  for 
chips.  But  suddenly,  packaging  is  win- 
ning the  rapt  attention  of  top  scientists 
at  Boeing.  Digital  Equipment.  IBM.  and 
Motorola,  among  others.  For 
without  big  improvements  in 
this  obscure  art,  the  perpetual 
increases  in  semiconductor  per- 
formance that  spur  electronics- 
industry  growth  will  slow  dras- 
tically. "That's  why  packaging 
is  going  to  be  a  hot  topic  in  the 
1990s,"  says  George  H.  Heil- 
meier.  chief  technical  officer  at 
Texas  Instruments  Inc. 

The  secret  to  computing 
speed  is  size:  The  more  com- 
pact the  circuitry,  the  shorter 
the  distance  that  electrical  sig- 
nals must  travel — and  the  fast- 
er a  chip  processes  data. 
Shrinking  circuits  have  made 
desktop  computers  as  fast  as 


rarely  sell  unpackaged  chips,  since  final 
quality  checks  can't  be  run  until  a  circuit 
is  in  its  housing.  "We  have  exacting 
standards  for  quality."  says  Dana  E. 
Krelle.  marketing  manager  at  Intel 
Corp.  "We  would  not  want  that  out  of 
our  hands."  But  there  may  be  no  choice: 
Few  U.  S.  chipmakers  produce  all  the 
chips  likely  to  be  used  in  an  MCM. 


CHIP  MODULES  MAY  SOON  BE  AN  $18  BILLION  BUSINESS 


mainframes  were  just  a  few  years  ago. 

But  now.  a  speed  trap  lurks  around 
the  bend.  After  racing  through  a  chip's 
circuitry,  electrical  pulses  get  pumped 
through  metal  wires  that  tie  a  packaged 
chip  to  a  circuit  board.  Then,  they  travel 
across  the  board  to  another  chip.  These 
journeys  take  mere  billionths  of  a  sec- 
ond, which  didn't  matter  much  before. 
But  because  tomorrow's  desktops  will  be 
so  fast,  these  delays  could  cut  data  pro- 
cessing gains  by  as  much  as  80^. 
snags  ahead.  The  leading  solution  to 
this  is  multichip  modules  (MCMS).  The 
idea  is  simple:  Instead  of  putting  one 
chip  in  each  package,  mount  several — 
and  eliminate  those  interchip  delays. 
Along  with  the  big  electronics  compa- 
nies, a  dozen  or  so  startups  are  working 
on  MCM?.  Market  r^earcher  Dataquest 
Inc.  predicts  that  multichips  will  be 
an  $18  billion  business  by  the  mid- 
1990s — and  that  a  third  of  all  semicon- 
ductors will  be  housed  in  MCMS  bv  the 
year  2000. 

Before  that  happens,  there  are  high 
hurdles  to  clear.  Currently,  chipmakers 


There  are  other  problems  as  well.  If 
the  quality  level  of  the  individual  chips 
in  an  MCM  is  97^,  the  chance  of  one 
defective  chip  showing  up  in  a  20-chip 
module  is  almost  50-50.  Since  semicon- 
ductor packages  generally  can't  be  re- 
opened, a  flawed  module  would  mean 
throwing  out  19  good  chips.  That's  why 
MCM  suppliers  are  working  to  develop 
innovative  techniques  for  spotting  defec- 
tive chips  before  the 
module  is  sealed  tight. 
Raychem  Corp.'s  Ad- 
vanced Packaging  Sys- 
tems subsidiary,  for  ex- 
ample, attaches  a  tiny 
grid  of  metal  wires  to 
the  raw  chip.  The  wires 
are  first  used  to  test  the 
circuit  and  then  to  at- 
tach it  to  the  MCM. 

In  mainframes,  the 
need  for  faster  interchip 
communications  became 
obvious  a  decade  ago, 
and  proprietary  multi- 
chip  modules  now  speed 
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many  big  computers.  Digital  Equipmen 
CorpVs  VAX  9000  mainframe  has  1 
MCMs,  each  with  up  to  76  chips.  DEC  say 
the  modules  double  the  9000's  perfoi 
mance.  For  its  System /390,  IBM  usei 
modules  holding  up  to  133  chips — an 
the  MCM  runs  so  fast  and  hot  that  it  haj 
to  be  refrigerated. 

critical  speed.  Now,  it's  the  turn  o| 
engineering  workstations.  MCM  package 
become  crucial  when  a  computer's  hea: 
beat  reaches  50  million  pulses  a  secon 
or  50  megahertz — a  mark  that  top-en 
workstations  will  soon  hit.  Motorola  In 
has  a  50-Mhz  microprocessor,  and  Int 
has  just  unveiled  a  100-Mhz  design. 
San  Jose  (Calif.)  startup,  nChip  Inc.,  ha 
a  prototype  five-chip  module  for  Sui 
Microsystems  Inc.  workstations,  and  i 
runs  25$  faster  than  the  same  chip: 
in  ordinary  one-chip  packages.  Multichi] 
packaging,  says  David  R.  Dit 
zel.  director  of  advanced  devel 
opment  at  Sun  Microsystems 
"is  clearly  coming." 

Building  a  reliable  worksta 
tion  MCM  that  costs  no  mon 
than  an  extra  20^  to  30c;  wil 
be  one  key.  And  besides  quality 
concerns,  there  are  technica 
ones,  such  as  the  most  efficiem 
way  to  attach  the  chips.  IBM 
glues  some  upside  down  to  its 
MCM.  Newcomer  Irvine  Sensors 
Corp.  stacks  them  and  inserts 
them  edge  down. 

Resolving  such  details  is  the 
goal  of  projects  at  Microelec 
tronics  &  Computer  Technol 
ogy  Corp..  the  Austin  (Tex.)  re 
search  consortium,  and  the  Pentagon's 
Defense  Advanced  Research  Projects 
Agency.  Both  are  sponsoring  multi 
million-dollar  runoffs  between  teams  F 
working  on  different  approaches  to  man 
ufacturing  MCMs. 

The  joker  in  all  this  could  be  the  Japa 
nese.  They,  too,  are  perfecting  multichit  1 
packages — and  nurturing  this  market, 
will  be  easier  for  Japan's  vertically 
integrated  suppliers,  be- 
cause they  typically 
make  a  wide  range  of 
chips.  By  contrast,  the 
fragmented  U.  S.  elec 
tronics  industry  could 
get  bogged  down  in  turf 
battles  over  who  lets  go 
of  naked  chips  and  who 
does  the  packaging.  Un 
less  that's  avoided, 
multichip  modules  could 
leave  the  U.  S.  a  laggard 
in  tomorrow's  electron- 
ics markets. 

By  Richard  Brandt  in 
Sari  Francisco 
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LECOMMUNICATIONS I 


SPRINT  OPERATIONS  CENTER:  AT&T  IS  FURIOUS  OVER  SPRINT'S  SHARE  OF  THE  REVENUES 


MAGS,  SNAFUS 

-AND  A  WHOLE  LOT  OF  STATIC 


T&T  and  Sprint  won  a  big  federal  phone  contract.  Why  the  tears: 


For  the  winners,  it  was  supposed  to 
be  a  10-year,  $25  billion  version  of 
Dialing  for  Dollars.  Analysts  pre- 
cted  that  the  contract  to  provide  the 
orld's  largest  phone  customer,  Uncle 
im,  with  a  state-of-the-art  telecom- 
unications  system  would  be  a  lucrative 
lowcase  for  American  Telephone  & 
^legraph  Co.  and  U.  S.  Sprint  Commu- 
cations  Co. 

Alas,  16  months  into  the  project, 
lown  as  FTS-2000,  it  isn't  working  out 
lat  way.  Under  terms  of  the  contract, 
ie  lowest  bidder,  AT&T,  was  to  have 
)tten  60'X  of  the  traffic.  But  AT&T  is 
irious  that  it's  getting  far  less.  And 
)th  AT&T  and  Sprint  claim  that  the  Gen- 
•al  Services  Administration  is  crimping 
lies  by  tacking  on  a  107  management 
ie  to  FTS-2000  phone  bills.  So  many 
lafus  and  complaints  plague  the  proj- 
't  that  many  government  agencies 
ant  out,  claiming  they  can  save  money 
tat  way.  And  Congress  is  investigating. 
Now,  rival  MCI  Communications  Corp. 
adding  insult  to  injury.  MCI  lost  the 
dding  but  still  wants  government  busi- 
2ss.  So  on  Feb.  6,  it  announced  plans  to 
large  agencies  407  less  for  voice  calls 


than  they'd  pay  under  FTS-2000  and  oth- 
er government  phone  contracts.  Al- 
though AT&T  and  Sprint  say  MCl's  ser- 
vice isn't  comparable  to  theirs — Sprint 
dubs  it  an  "apples-to-Spam"  compari- 
son— the  companies  may  have  to  match 
MCl's  prices,  shaving  already-thin  mar- 
gins. And  what  was  supposed  to  be  the 
largest  non-military  government  con- 
tract in  U.  S.  history  may  end  up  as  a 
big  disappointment. 

Much  of  the  blame  for  the  system's 
woes  is  leveled  at  the  <;sa.  Congress  is 
upset  that  the  agency 
has  granted  more  than 
100  requests  by  various 
government  offices  to  opt 
off  of  the  network.  Such 
departures  could  under- 
mine the  system,  which 
needs  high  volume. 

The  GSA  says  the  proj- 
ect is  not  in  trouble  and 
denies  charges  that  it  has 
been  mismanaged.  Mi- 
chael L.  Corrigan,  the 
GSA's  assistant  commis- 
sioner for  telecommunica- 
tions services,  acknowl- 


DRMATION  PROCESSING 


edges  that  some  agencies  bypass  the 
network  but  says  they  do  so  only  if  FTS- 
2000  can't  provide  specific  services.  Cor- 
nwall says  that  so  far,  FTS-2000  "has 
performed  excellently." 

Indeed,  some  agencies  agree.  For  in- 
stance, the  Veterans  Administration 
says  FTS-2000  has  helped  it  slice  its  an- 
nual bill  for  voice  calls  from  $62  million 
to  $42  million.  Several  other  agencies  are 
also  impressed  by  the  system's  perfor- 
mance, including  the  Internal  Revenue 
Service  and  the  FBI. 

The  trouble  is,  too  many  of  FTS-2000's 
other  customers  tell  a  different  story. 
They  gripe  that  many  high-tech  services, 
such  as  caller  identification,  aren't  yet 
available  or  just  aren't  effective.  AT&T's 
videoconferencing  system  and  Sprint's 
don't  work  together,  and  government 
employees  complain  that  they  cannot 
easily  communicate  from  FTS-2000  to 
outside  electronic-mail  networks.  "No- 
body thought  of  it  when  they  wrote  the 
specifications,"  moans  Donald  E.  Scott, 
the  Energy  Dept.'s  director  of  informa- 
tion management. 

Another  agency  beef  is  uncompetitive 
pricing  for  some  FTS-2000  services. 
When  the  Interior  Dept.  wanted  to  set 
up  a  private  data  line  between  two  of- 
fices last  September,  the  FTS-2000 
monthly  charge  was  $685,  not  including 
the  GSA's  fee.  MCI  offered  the  same  data 
service  for  147  less. 
unfair  share.  AT&T's  complaint— that  it 
isn't  getting  its  fair  share  of  the  busi- 
ness— is  being  investigated  by  the 
House  Government  Operations  Commit- 
tee, which  estimates  that  AT&T  has  only 
gotten  477  of  the  system's  revenues — 
about  $268  million  in  all  so  far.  Under 
scrutiny  is  how  the  GSA  assigned  agen- 
cies to  each  carrier  to  come  up  with  the 
proper  mix.  "We  wouldn't  quibble  if  the 
difference  were  just  a  few  percentage 
points,"  says  Dennis  Roth,  the  AT&T  vice- 
president  in  charge  of  FTS-2000.  "But 
this  is  a  lot  more  than  that."  The  GSA's 
Corrigan  says  Sprint  gained  by  selling 
harder  to  its  allocated  agencies  and 
terms  the  60-40  split  only 
a  "goal,"  not  a  mandate. 

While  the  squabble 
continues,  the  federal 
government  is  still  wait- 
ing for  the  advanced, 
low-cost  phone  system  it 
set  out  to  buy.  And  un- 
less FTS-2000  turns 
around,  it  won't  give  the 
phone  companies  the  fi- 
nancial lift  or  the  techno- 
logical edge  the  project 
promised. 

By  Mark  Lewyn  in 
Washington 
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BY  TROY  SEGAL 


Hot  Stuff 


THIS  YEAR  S  RECIPE  FOR  BEATING  THE  HEAT  BLURS  THE  BOUNDARIES 
BETWEEN  CASUAL  AND  DRESSY  CLOTHES 


Summertime,  and  the  dressin' 
is  easy.  Business  slows  down 
a  bit:  As  the  days  get  longer, 
the  work  hours  get  a  little  shorter. 
And  clothes  get  a  little  more  re- 
laxed, as  if  to  acknowledge  there's 
something  slightly  absurd  about  tai- 
lored business  apparel  in  warm 
weather. 

This  year,  designers  are  empha- 
sizing the  traditional — but  with  a 
twist.  In  recessionary  times/  they 
figure,  no  one  is  go- 
ing to  spring  for  a 
$600  blue  pinstripe 
suit  '"that  looks  like 
one  already  in  your 
closet."  says  Daniel 
Wood,  national  sales 
manager  for  Hart. 
Schaffner  &  Marx. 
So  they're  tempting 
the  frugal  buyer  with 
spiced-up  classics. 

Among  the  trends: 
Aquatic  patterns  in 
ties.  Primitive  prints 
(from  Mexican  to 
Mediterranean)  in 
sweaters.  Colors 


that  are  "sand-washed."  "sun- 
baked." or  one  of  a  dozen  other 
euphemisms  for  "faded." 

But  the  biggest  theme  is  a  blur- 
ring of  boundaries  between  casual 
and  dressy  clothing.  Patch  pockets, 
usually  limited  to  blazers,  now  ap- 
pear on  men's  suits.  Denim  and  cot- 
ton chambray.  once  exclusive  to 
weekend  wear,  are  now  fashioned 
into  dress  shirts.  Drawstring  jack- 
ets are  giving  a  sporty  air  to  wom- 
en's tailored  suits. 

The  fashion  ind- 
ustry lauds  these 
styles  as  incredibly 
practical:  "The  same 
shirt  dresses  up  for 
workdays  and  down 
for  weekends!"  and 
"The  drawstring 
jacket  works  as  a 
light  coat!"  But  main- 
ly, such  clothes  offer 
a  chance  to  be  cool- 
yet-correct  this  sum- 
mer. They  might 
even  make  dressing 
for  success  an  enjoy- 
able thins;  to  do. 


Earthier 
Earth  Tones 

Tan  and  khaki  suits  have 
always  been  traditional 
in  hot  weather.  This  sea- 
son, however,  the  colors 
are  getting  warmer  and 
softer.  Khaki  is  replaced 
by  the  more  yellowish 
olive;  tan  deepens  to 
taupe.  These  richer  col- 
ors give  summer  office 
wear  the  subtlety  of  win- 
ter garb — not  surprising, 
since  an  increasing  num- 
ber of  summer  suits  are 
made  of  "cool  wools," 
lightweight  fabrics 
wearable  on  all  but  the 
doggiest  of  dog  days. 
Opposite  page:  Brown 
tic-weave  by  Confezioni 
Riserva,  $300.  Right:  Ol- 
ive by  Perry  Ellis,  $675. 
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Offirp  Wear 

 teal  instead  of  blue 

In  their  current  effort  to  make 

brick  instead  of  red  tobocco 

tailored  clothes  more  com- 

n: t&r  H   rif    -J  G-  1  1  f\  \ki         C  fill  1  fl 

fortable  designers  have  not 

rn o  k e  it  q  w  o  r m ~  w e o t h  e  r  »*»  i n ~ 

neglected  the  sport  coat — 

ner  So  if  your  corporate  cul- 

which, after  all.  is  supposed 

ture  permits,  s w6Qt6r  |ockets 

to  be  an  informal  garment. 

could  be  worn  in  the  office  on 

Some  are  calling  the  new  ver- 

Fridays, when  you're  getting 

sion  the  sweater  jacket:  a 

away  for  the  weekend — or 

supple,  though  not  shapeless. 

want  to  look  as  if  you  are. 

blazer  that  has  a  draped 

Orange  sweater.  S320  cardi- 

shoulder and  a  thin  lining  ^or 

gan  jacket  S620  and  skirt. 

no  lining  at  all.  in  some 

S260.  by  Calvin  Klein.  Tan 

cases,.  The  sweater  jacket 

blazer  S595  and  trousers, 

odually  debuted  last  fall,  but 

$225  by  Joseph  Abboud. 

Swing  Back 
To  the  Sixties 

Having  mined  every  other 
decade  of  the  20th  century, 
the  fashion  industry  has  in- 
evitably gotten  around  to  re- 
viving the  bright  colors  and 
silhouettes  of  the  1960s. 
Swing  and  A-line  styles  that 
stand  away  from  the  body 
make  it  fashionably  easy  to 
stay  cool  during  the  hot 
months.  For  those  who  prefer 
a  more  tailored  look,  sheaths 
and  baby-doll  dresses  (with 
inset  waists)  are  big,  too.  The 
sleeveless  versions  make  ex- 
cellent day-into-night  en- 
sembles, if  discreetly  covered 
by  a  jacket  during  office 
hours.  Red  linen  dress  by  Lin- 
da Allard  for  Ellen  Tracy, 
$245.  White  cotton  pique 
dress,  $290,  and  jacket,  $375, 
by  Jamie  Herzlinger. 


Bells,  shirts,  lies,  shoes,  and  pocket 
squares  furnished  by  the  designers. 
Additional  men  s  shoes,  bells 
cou rtesy  of  Cule-Haa n.  Additional 
women 's  shoes  courtesy  of 
Slephane  Kehan.  Additional  ties: 
Techi  Taylor.  Antique  watches: 
Scntimento.  Jewelry:  Showroom 
Seven.  Fragments.  Scarves:  Echo 
Sunglasses:  Showroom  Seven. 
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Send  in  the 

The  result  is  a  fabric  that 

crofibre  blends  are  increas- 

practicality isn't  primary. 

Clouds 

looks  and  breathes  like  wool 

ingly  prevalent  in  trench- 

Left:  Yellow  minicoat,  $1,350, 

Man-made  fabrics  don't  get 

or  cotton  but  resists  wrinkles 

coats,  that  perennial  favorite 

by  Donna  Karan.  Center: 

no  respect — but  a  new  syn- 

and repels  water  like  polyes- 

for the  rainy  season.  Most 

Women's  olive  trench,  $550, 

thetic  may  soon  change  all 

ter — making  it  "probably  the 

executives  will  find  an  over- 

by Searle.  Right:  Khaki 

that.  This  material,  generical- 

best  raincoat  material  made 

sized  version  the  most  prag- 

trench, $425,  by  Henry 

ly  known  as  microfibre,  con- 

in the  last  decade,"  says 

matic  choice.  But  a  number  of 

Grethel. 

sists  of  superfine  strands  of 

Searle  Blatt,  president  of  coat 

women's  clothes  makers  are 

polyester;  each  is  100  times 

manufacturer  Searle.  Small 

launching  miniskirt  trench- 

thinner than  a  human  hair. 

wonder  that  microfibre  or  mi- 

es— for  those  times  when 
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ROCKPORTS  MAKE  YOU  FEEL  LIKE  mLKING 


The  Rockport  Boat  Shoe: 
The  Inside  Story. 


Special  Poron"  foam 
pad  works  with  midsole 
to  absorb  shock  at  the 
ball  of  the  foot. 


Resilient  heel  cup 
helps  support  your 
foot,  and  cradle  it 
in  comfort. 

Durable 

stitchdown  heel 
counter  achieves 
lateral  stability. 


Two  directional  tread 
design  keeps  foot  in 
contact  with  deck  for 
optimum  traction. 


Steel  shank  pro 
support  where  you 
need  it  most. 


Highflex  "  EVA  midsole  absorbs 
shock  and  distributes  impact 
evenly  across  your  foot,  taking 
pressure  off  the  ball  and  heel. 


ess 


ii 


The  Shades 
of  Summer 

Jewelry  for  the  eyes," 
Jean-Pierre  Dorard,  di- 
rector of  Lunettes  Cartier 
Paris,  calls  them.  Once  utili- 
tarian bits  of  tinted  glass, 
sunglasses  have  become 
emblems  of  high  fashion. 
Expensive  emblems:  Quali- 
ty sun-specs  today  start  at 
$100  and  move  up  fast. 

What  elevates  a  pair  of 
tinted  glass  and  metal  or 
plastic  into  the  three-figure 
category?  Surprisingly,  it's 
not  the  degree  of  protection 
against  ultraviolet  rays:  The 
cost  of  a  UV-absorbent  coat- 
ing is  minimal.  Instead,  it's  a 
designer's  name — and  the 
style  that  goes  with  it — that 
pushes  up  the  price. 

Among  eyewear  aficiona- 
dos, the  military  mode  is 
still  big,  with  black  or  col- 
ored mirror  lenses.  But  the 
newest  trend  is  toward  a 
smaller,  kinder,  gentler 
frame.  Some  call  it  retro, 
some  call  it  deco,  but  it's 
really  the  classic  granny 
glasses — updated.  For  ex- 
ample, Ray-Ban  is  offering 
round  metal  frames  with  a 
tortoiseshell  brow  bar. 

On  the  technological 
side,  frames  have  become 
more  pliable.  In  Optyl's 
Hugo  Boss  by  Carrera  line, 
one  model  even  folds  up 
completely,  jack-knife  style. 

Since  they  don't  stretch 
out  of  shape,  these  flexible 
frames  let  you  rest  the 
glasses  on  top  of  your  head. 
Good  thing,  too.  Because 
misplacing  a  pair  of  $300 
sunglasses  isn't  just  care- 
less. It's  criminal.         T.  S. 


Trends  in  accessories, 
from  head  to  toe:  The 
hot  sunglasses  of  '91 
mix  materials,  combin- 
ing metal,  tortoiseshell, 
or  plastic  in  one  pair. 
Whatever  the  style, 
they're  easy  on  the 
nose:  Superthin  frames 
have  turned  many  sun- 


specs  into  feather- 
weights. And  nothing  is 
easier  on  the  feet  than 
the  CVO  (circular  vamp 
oxford),  alias  the  famil- 
iar sneaker.  It's  making 
a  comeback  in  a  variety 
of  colors  and  fabrics — 
even  leather,  for  those 
dress-up  occasions. 


Does  Bo 
Know  This? 

Running  shoes,  tennis 
shoes,  cycling  shoes: 
Remember  the  days  when 
you  could  get  by  with  a  sin- 
gle pair  of  sneakers?  Bet-  j 
ting  on  a  backlash  against  : 
the  "shoe  for  every  sport" 
mania,  manufacturers  are 
reintroducing  what's  offi- 
cially known  as  the  circular 
vamp  oxford  (CVO).  Even 
Ralph  Lauren  has  several 
models,  proving  that  canvas 
now  has  cachet. 

But  mostly  it's  traditional 
shoemakers  who  are  bring- 
ing back  the  sneaker — with 
some  colorful  twists.  Cole- 
Haan  offers  two-  and  even 
three-toned  canvas  lace- 
ups. Sperry  Top-Sider,  bet- 
ter known  for  boating 
shoes,  has  navy-striped  and 
plaid  models.  Keds,  which 
began  it  all  in  1916  with  its 
white  "champion  oxfords," 
now  offers  shoes  in  a  rain- 
bow of  colors.  Such  innova- 
tions have  helped  Keds 
sales  jump  50%  since  1988. 

Part  of  the  appeal  is 
price:  Most  sneaks  cost 
around  $32— vs.  $175  for 
an  air-pump  basketball 
shoe,  say.  Of  course,  sneak- 
ers don't  provide  much 
heavy-duty  support  or 
shock-absorption.  So  they 
aren't  the  thing  if  you're  out 
for  a  1 2-mile  jog  or  two  sets 
of  tennis.  But  "when  all's 
said  and  done,  people  want 
a  basic  in  their  closet,"  says 
Diane  Systrom  of  Reebok 
International,  which  also 
has  a  CVO  now.  And  isn't  it 
nice  that  the  latest  thing  in 
footwear  fits,  well,  like  an 
old  shoe?  T.  S. 
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LONG  TERM  SUPPORT  FOR  YOUR  BUSINESS. 


"he  Long-Term  Credit  Bank  of  Japan  offers 
advice  to  help  your  business  grow.  We'll 
|ive  you  constant  backing,  and,  when 
'ou're  ready,  we'll  show  you  how  to  branch 
nto  new  areas,  too.  What's  more,  with  our 
support,  you'll  continue  to  flourish. 

We  were  established  in  1952  to  ensure  a 
steady  flow  of  long-term  funds  for  industrial 


growth.  Today  we're  one  of  the  world's  top 
20  wholesale  banks.  This  is  the  reward  for 
our  belief  in  following  our  client's  business 
through  from  start  to  finish;  for  making 
sure  your  plans  are  successfully  realized. 

We  specialize  in  Long-Term  Corporate 
Financing  and  Merchant  Banking  Services 
such  as  Project  Finance.  Mergers  and 


Acquisitions,  Leasing  and  Investment 
Advisory  Services,  as  well  as  a  full  range 
of  additional  Banking  Services.  We  also 
have  over  60  offices  worldwide,  which 
means  we  can  offer  you  both  global  and 
local  support. 

So.  if  you  want  to  see  your  business  grow 
bigger  and  stronger,  why  not  try  LTCB? 


©LTCB 

The  Long-Term  Credit  Bank  of  Japan,  Limited 

Branches  and  Agency:  New  York  (212)  335-4400,  Chicago  (312)  704-1700,  Los  Angeles  (213)  629-5777 
Representative  Office:  Toronto  (416)  865-0711,  Atlanta  (404)  659-7210,  Dallas  (214)  969-5352 
LTCB  Trust  Company  (212)  335-4900,  Greenwich  Capital  Markets,  Inc  (203)  625-2700,  Capstar  Partners,  Inc.  (212)  339-4200 
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This  is  what 
it  feels  like 
to  have 
asthma. 


Try  breathing  through  a  thin  straw. 
With  an  asthma  attack  it's  a  fight  for 
every  breath  you  draw. 

Asthma  is  a  serious  lung  disease  that  can  affect  children  and  adults  at  any 
time.  An  attack  can  be  triggered  by  such  diverse  causes  as  cold  air,  pets, 
tobacco  smoke,  dust,  and  stress.  The  American  Lung  Association R  is 
helping  people  control  asthma  so  they  can  lead  happy,  normal,  active  lives. 

It's  a  matter  of  life  and  breath 


AMERICAN 


LUNG  ASSOCIATION 

The  Christmas  Seal  People- 


Spacf  contributed  by  the  publisher  as  a  public  serv 
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IN  THE 
DEVELOPING 

WORLD 

WATER  IS  A 

DIRTY  WORD. 

S    '  f  /  i 


tnictt 

Thousands  of  children  are  dying  from  drinking  jf^£jn|  T' 
unsanitary  water  every  day  and  we  need  your  help.  &  L 

Please  call  1-800-252-KIDS  to  find  out  how  you, 
your  friends  and  your  community  can  get  involved.  v^ 

You'll  be  helping  to  save  a  child's  life.  Please  call. 

A  future  for  every  child.  1-800-252-KIDS 

Dept.  211 

United  States  Committee  for  1 


unicef  C&J 


United  Nations  Children's  Fund 

Agency:  MacNaniara.  Clapp  &  Klein,  Inc. 


84C-CA 


Buy  \entura  Software 
now  and  get  an  immediate 
return  on  investment 


$75  REBATE 


Now  through  April  15— earn  a  $75  rebate  on  every  Ventura  Software 
product  you  buy. 

Ventura  Publisher.  The  more  you  have  to  do,  the  more  you  need  it. 

Pick  your  platform:  Windows  3.0,  DOS/GEM,  OS/2— or  our  new 
Macintosh  Edition.  Ventura  is  the  powerful  desktop  publishing  soft- 
ware that  automates  steps  other  programs  make  you  repeat  over 
and  over.  It  makes  short  work  of  long  documents. 

FormBase  1.1.  The  easy-to-use  Windows  3.0  database. 

FormBase  is  the  relational  database  that  also  generates  forms.  Create 
a  form  and  FormBase  automatically  creates  the  database.  Enter  data 
once  and  FormBase  shares  it  with  other  forms  you've  created.  No 
programming  needed. 

FOR  REBATE:  Please  enter  your  name  and  the  product  serial  number. 
Mail  with  proof  of  purchase  and  original  registration  card  to: 
Ventura  Software,  RO.  Box  1462,  Poway  CA  92074. 


Name  ( Print) 


Product  Serial  # 


For  product  information,  call  1800)  822-8221  (US),  (800)  228-8579  (Canada).  Rebate  may  not  be  combined  with 
upgrade  or  any  other  promotional  offer.  Only  one  rebate  per  package.  Good  only  in  US  and  Canada.  Allow  two 
to  three  weeks  for  processing.  Offer  begins  1/9/91  and  expires  4/15/91. Coupons  must  be  postmarked  by  4/30/91. 


L-- 


Ventura  Software  Inc. 
A  Xerox  Company 


BW91 


Ventura  Publisher®  is  a  trademark  of  Ventura  Software  Inc.,  a  Xerox  company.  FormBase*  published  by  Ventura  Software  Inc.,  is  a  trademark  of  Columbia  Software.  Inc. 
XF.ROX*  is  a  trademark  of  XF.ROX  COR  PORATION  All  other  product  names  and  trademarks  are  the  property  of  their  respective  owners.  ®  1991.  Ventura  Software  Inc. 
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idex  to  Companies 

,  index  gives  the  starting  page  for  a  story  or  fea- 
I  with  a  significant  reference  to  a  company.  Most 
sidiaries  are  indexed  under  their  own  names, 
npanies  listed  only  in  tables  are  not  included. 
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27 
million 
Americans 
can't  read. 
And  guess 
who  pays 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back... by  joining 
your  local  community's 
fight  against  illiteracy 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


c5ukS  cialition  for  Literacy 
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LEARNED  TO  TALK 
AGAIN. 


LEARNED  TO  WALK 


AGAIN. 


LEARNED  TO  READ 


AGAIN. 


Inn  Brady,  lormer  White  I  louse  Press  Secretary, 
Vice  Chairman,  NOD 


But  I  won't  succeed 

IN  MY  NEXT  CHALLENGE 
WITHOUT  YOUR  HELP. 


The  National  Organization  on  Disability 
and  Business  Week  salute  the  CEOs  on 
the  Disability  2000- CEO  Council. 


That  challenge  is  to  increase  the 
acceptance,  dignity  and  participa- 
tion of  America's  largest  minority, 
more  than  40  million  fellow  citizens 
with  disabilities.  A  group  whose 
number  I  never  expected  to  be 
among,  but  a  bullet  meant  for 
President  Reagan  changed  that  in 
one  second.  Now,  as  Vice  Chairman 
of  N.O.D.,  I'm  calling  on  America 
to  increase  the  participation  of  all 
disabled  persons,  especially  in  the 
work  force.  I'm  being  helped  by 
America's  top  CEOs,  the  members 
of  the  Disability  2000 -CEO 
Council  (see  below).  Their  goal: 
employment  of  4  million  more 
disabled  persons  by  the  year  2000. 

For  additional  information,  contact 
Frank  Rocco,  Executive  Director, 
Disability  2000  •  CEO  Council, 
c/o  The  National  Organization  on 
Disability,  910  16th  Street,  N.W., 
Washington,  D  C  20006. 
Telephone:  (202)  293-5960. 


Russell  G.  Redenbaugh  •  Action  Technologies,  Inc. 

William  I  Allev  *  American  Brands,  Inc. 

Willis  White,  Jr  •  American  Electric  Power  Service  Corp. 

James  D  Robinson  11!  •  American  Express  Company 

Maurice  R  Greenberg  •  American  International  Group  Inc. 

William  1_  Weiss  •  Ameritech 

H  A  Mclnnes  •  AMP  Incorporated 

Richard  M  DeVos  ♦  Amway  Corporation 

August  A  Busch  III  •  Anheuser-Busch  Companies,  Inc. 

Dwayne  O  Andreas  •  Archer  Daniels  Midland  Co. 

Thomas  F  McLarty  III  •  ARKLA,  Inc. 

Thomas  Marsh. ill  *  Aristech  Chemical  Corporation 

Alan  D  Weinberger  •  The  ASCII  Group,  Inc. 

Robert  E  Allen  •  AT&T 

Raymond  W  Smith  •  Bell  Atlantic 

John  W  Patten  •  Business  Week 

George  Chall  •  The  Chall  Group  Inc. 

Walter  R  Young,  )r  •  Champion  Enterprises,  Inc. 

lames  A.  Hagen  •  CONRAIL 

Walter  J  Zable  •  Cubic  Corporation 

Peter  H  Forster  •  Dayton  Power  and  Light  Company 

William  W  Berry  *  Dominion  Resources,  Inc. 

[ohn  R  Walter  •  R.  R.  Donnelly  &  Sons  Company 

Stephen  L  Feinberg  •  Dorsar  Industries 

Randall  L.Clark  •  Dunlop  Tire  Corporation 

Kay  R.Whitmore  •  Eastman  Kodak  Company 

Dennis  |  Gormley  •  Federal-Mogul  Corporation 

Ronald  W.  Haddock  •  Fina  Oil  &  Chemical  Company 

A  Robert  Abboud  •  First  City  Bancorp  of  Texas 

Edward  M  Carson  •  First  Interstate  Bancorp 

E.  Dean  Werries  •  Fleming  Companies,  Inc. 

A  L  Ueltschi  •  Flight  Safety  International 

G  Kirk  Raab  •  Genentech,  Inc. 


Standley  H  Hoch  •  General  Public  Utilities 

Ernest  Mario,  Ph  D  •  Glaxo,  Inc. 

David  W  Grainger  •  W.  W.  Grainger 

David  H  Walts  •  Granite  Construction  Company 

Russell  Banks  •  Grow  Group,  Inc. 

John  Hartley  •  Harris  Corporation 

Jerry  L.  Morgensen  •  Hensel  Phelps  Construction  Co. 

Philip  E  Beekman  •  Hook-SupeRx,  Inc. 

Ted  Black  •  Ingersoll-Rand 

[ohn  A  Georges  •  International  Paper 

John  E.  Hayes  •  KPL  Gas  Service 

Robert  W  Murdoch  •  Lafarge  Corporation 

Ian  M  Rolland  •  Lincoln  National  Corporation 

Harry  A  Merlo  •  Louisiana-Pacific 

Raymond  A  Hay  •  The  LTV  Corporation 

John  F.  McGillicuddy  •  Manufacturers  Hanover  Corp. 

Norman  R  Augustine  •  Martin  Marietta  Corporation 

Joseph  L  Dionne  •  McGraw-Hill,  Inc. 

William  |  McGowan  •  MCI  Corporation 

Joseph  D  Mathewson  •  Mid-America  National  Bank 

Richard  K  Earner  •  National  Medical  Enterprises 

James  C  Cotting  •  Navistar  International  Corporation 

Lowell  C  Anderson  •  N.  American  Life  and  Casualty  Co. 

Kent  Kresa  •  Northrop  Corporation 

Raymond  J  Noorda  •  Novell,  Inc. 

Alvin  N  Lubetkin  •  Oshman's  Sporting  Goods 

Ray  W  Judson  •  Parsons  Corporation 

William  R.  Howell  •  J.  C.  Penney  Co.,  Inc. 

George  B  Harvey  •  Pitney  Bowes  Inc. 

Edward  F  Mitchell  •  Potomac  Electric  Power  Company 

Vincent  A  Sarni  •  PPG  Industries,  Inc. 

John  T  Ackerman  •  Public  Service  Co.  of  New  Mexico 

Michael  T  Rose  •  Michael  T.  Rose  Companies 


Donald  W  Bnnckman  •  Safety-Kleen  Corporation 

Charles  R  Schwab  •  Charles  Schwab  &  Co.,  Inc. 

Edgar  M  Bronfman  •  Joseph  E.  Seagram  &  Sons,  Inc. 

Mercedese  M.  Miller  •  SERD/BTS 

Otto  Silha  *  Silha  Associates 

Ronald  L.  Kuehn,Jr*  SON  AT  Inc. 

Jerre  L.  Stead  •  Square  D  Company 

Martin  F  C  Emmett  •  Tambrands  Inc. 

Beverly  F  Dolan  •  Textron  Inc. 

Thomas  D  O'Malley  •  Tosco 

David  C  Carpenter  •  Transamerica  Occidental  Life 

George  S  Slocum  *  Transco  Energy  Company 

Edward  H  Budd  •  The  Travelers  Corporation 

[ohn  H  Tyson  •  Tyson  Foods  Vendor  Corporation 

Drew  Lewis  •  Union  Pacific  Corporation 

William  T  Esrey  •  United  Telecommunications  Corp. 

J  Darrell  Kellev  •  United  Telephone  Company  of  Ohio 

Charles  A  Corry  •  USX  Corporation 

Joseph  D  Williams  •  Warner  Lambert  Company 


OTHER  COUNCIL  SUPPORTERS: 
AMAX,  Inc. 
AVNET,  Inc. 

The  Dun  &  Bradstreet  Corporation 

First  National  Bank  of  Clearwater 

The  Gillette  Company 

Mercantile  Stores  Company 

United  Research 

The  Upjohn  Company 

Time  Warner  Inc. 

Westinghouse  Electric  Corporation 
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r  a  four-week  stampede,  the 

took  a  breather.  The  Dow  in- 
rials  hit  a  high  of  2934  on 

15,  and  then  profit-taking 
n.  The  broader  indexes,  the 

500  and  the  Russell  1000, 
declined.  Small-cap  stocks 
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e  a  nice  rebound.  Good  news 
nutual  fund  investors.  Over 
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beat  the  S&P  500. 
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Lehman  Brothers 
Treasury  Index 
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52-week  change 
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: 


1  -week  change 
t  1.6% 


IARKET  ANALYSIS 


%  change 


.  STOCKS  latest  Week  52-week 

1/  JONES  INDUSTRIALS                  2899  0            -0.3  12.2 

COMPANIES  (Russell  1000)             190.2            -0.9  11  1 

ILL  COMPANIES  (Russell  2000)        155  4            -0.3  -1.0 

COMPANIES  (Russell  3000)            201.5            -0.9  10.4 

%  change  (local  currency) 

IEIGN  STOCKS  latest  Week  52 -week 

DON  (FINANCIAL  TIMES  100)         2296  8              1.3  1.6 

Y0  (NIKKEI  INDEX)                   26,198.8              4.2  -26.7 

ONTO  (TSE  COMPOSITE)                3493.5            -0.7  -4.9 


FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

6. 1  % 

6.0% 

8.0% 

30-YEAR  TREASURY  BOND  YIELD 

8.0% 

8.0% 

8.7% 

S&P  500  DIVIDEND  YIELD 

3.3% 

3.3% 

3.4% 

S&P  500  PRICE/EARNINGS  RATIO 

16.8 

16.8 

14.2 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

323.0 
78.9% 
0.31 
1.12 

321.4 
76.8% 
0.31 
0.96 

Positive 
Neutral 
Neutral 
Positive 

BRIDGE  INFORMATION  SYSTEMS  INC. 


IR-WEEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

R0KERAGE  FIRMS 

32.0 

22  0 

PAINEWEBBER  GROUP 

44.2 

11.1 

18% 

0TELS  AND  MOTELS 

29.1 

-40.7 

MARRIOTT 

52.4 

-44.6 

16 

ERS0NAL  LOANS 

27.9 

-4.2 

HOUSEHOLD  INTERNATIONAL 

30.5 

-13.2 

42% 

IAJ0R  REGIONAL  BANKS 

26.4 

-  1  0  0 

SHAWMUT  NATIONAL 

100.0 

-61.5 

6V2 

FFICE  EQUIPMENT  AND  SUPPLIES 

25.5 

10.3 

PITNEY  BOWES 

28.3 

20.2 

52% 

IR-WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

OLD  MINING 

-2.8 

30  4 

HOMESTAKE  MINING 

-8.0 

-27.4 

15% 

EGI0NAL  TELEPHONE  COMPANIES 

1.3 

6  2 

BELL  ATLANTIC 

-6.7 

10.7 

50% 

ER0SPACE  AND  DEFENSE 

?  8 

1  3  1 

GRUMMAN 

-13.4 

34.0 

17% 

LECTRIC  POWER 

3  2 

3.5 

DUKE  POWER 

-3.4 

5.1 

28 'a 

0USEH0LD  PRODUCTS 

3  9 

22.6 

CLOROX 

0.0 

0  6 

38% 

1UTUAL  FUNDS 

iDERS 

-week  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

PRUDENT  SPECULATOR  LEVERAGED 
5 FT  ASSET  ALLOCATION 
rRANSAMERICA  TECHNOLOGY 

31.8 
29.1 
28.2 

STRATEGIC  INVESTMENTS 
McKEEVER  TOTAL  RETURN 
UNITED  SERVICES  GOLD  SHARES 

-8.5 
-5.3 
-4.4 

week  total  return 

% 

52-week  total  return 

% 

FIDELITY  SELECT  BIOTECHNOLOGY 
FIDELITY  SELECT  MEDICAL  DELIVERY 
FINANCIAL  STRATEGIC  HEALTH  SCIENCES 

74.7 
60.3 
58.8 

STRATEGIC  INVESTMENTS 

STRATEGIC  SILVER 

UNITED  SERVICES  GOLD  SHARES 

-49.4 
-46.7 
-39.3 

4-week  total  retur 


MORNINGSTAR  INC 

1    .        1  Average  fund 
52-week  total  return 


RELATIVE  PORTFOLIOS 


DATA  RESOURCES  INC 


liar  amounts 
iresent  the  present 
ue  of  $10,000 
ested  one  year 
»  in  each  portfolio 

centages  indicate 


U.  S.  stocks 
$11,370 


llll 


Treasury  bonds 
$11,339 


Money  market  fund 
$10,664 


Foreign  stocks 
$9,440 


Gold 
$8,715 


-day  total  returns 

+  0.22%                            -0.41  % 

+  0.14%  +3.19% 

-0  38 

data  on  this  page  are  as  of  market  cl 
stry  groups  include  S&P  500  companies 

>se  Wednesday,  Feb.  20,  1991,  unless  otherwise  indicated, 
only;  performance  ond  share  prices  are  as  of  market  close 

Feb    19   Mutual  fund  returns  are  as  of  Feb.  15.  Relotive  portfolios  are  valued 
detailed  explanation  of  this  poge  is  available  on  request 

is  of  Feb.  19  A  more 
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WHY  CAN'T  U.S.  EXPORTS 
BOOM  IN  JAPAN,  TOO? 


espite  all  the  naysayers,  the  American  export  drive  is 
(demonstrating  great  vitality.  For  the  first  time,  the 
U.  S.  is  in  trade  surplus  with  all  of  Western  Europe, 
not  just  the  12-nation  European  Community  (page  36). 

One  lesson  seems  to  be  that  dramatically  reducing  the 
value  of  the  dollar  does  help  redress  trade  imbalances  with 
trading  partners  such  as  Western  Europe.  All  it  takes  is  a 
level  playing  field — and  time.  A  goal  now  should  be  to 
encourage  U.  S.  companies  to  entrench  themselves  in  Euro- 
pean markets  in  preparation  for  the  inevitable  day  when  the 
dollar  strengthens.  Exporting,  and  international  strategies, 
demand  long-term  thinking,  not  a  quick-buck  mentality. 

What's  puzzling  is  why  the  Americans  have  not  been  able 
to  achieve  a  similar  turnaround  in  their  trade  relations  with 
Japan.  True,  the  dollar  has  not  declined  nearly  as  sharply 
against  the  yen.  But  in  sharp  contrast  to  the  performance  in 
Europe,  the  U.  S.  trade  deficit  with  Japan  remains  in  near- 
stasis.  A  partial  explanation  is  that  even  though  U.  S.  ex- 
ports to  Japan  are  up,  the  Japanese  are  running  just  as  hard 
to  ship  their  Made-in-Japan  goods  to  the  U.  S.  Here,  as  is 
often  the  case,  the  Japanese  try  harder. 

But  a  broader  truth  seems  to  be  that  a  level  playing  field 
has  yet  to  be  found  in  Japan,  despite  U.  S.  efforts.  It's  no 
longer  so  much  a  question  of  tariffs  and  formal  trade  barri- 
ers, where  the  Japanese  have  grudgingly  given  ground. 
What's  hurting  most  now  is  the  way  the  Japanese  have 
organized  themselves  into  inward-looking  groups,  or  keir- 
etsu.  Another  impediment  to  a  flat  field  in  Japan  is  distribu- 
tion channels.  In  Europe,  they  are  relatively  easy  to  estab- 
lish; in  Japan,  far  more  difficult. 

These  more  subtle  barriers  are  the  nub  of  the  bilateral 
Tokyo-Washington  Structural  Impediments  Initiative  (Sll).  So 
far,  progress  has  been  conspicuously  absent.  The  fact,  how- 
ever, that  the  Americans  have  been  able  to  crack  Western 
Europe  thanks  to  a  relatively  even  playing  field  means  that 
it  is  time  to  redouble  the  pressure  on  Japan  through  Sll  talks 
and  other  trade  and  industrial  fronts.  So-called  cultural  val- 
ues are  no  reason  to  deny  U.  S.  companies  the  same  chance 
in  Japan  that  they  have  in  Europe. 


NO  SPECIAL  PRIVILEGES 
K  "ONERS 


When  Coi  \  >-eated  the  Pension  Benefit  Guar- 

anty Corp.  in  1.5*74,  lawmakers  thought  they  had 
mended  a  small  it  important  flaw  in  the  social 
safety  net.  When  an  employi  vith  an  underfunded  pension 
plan  went  belly  un,  the  PBGi  ■  >uld  pay  retirees  promised 
pension  benefits. 

But  no  one  imagined  then  that  I  i  years  later  some  of  the 
biggest  names  in  Corporate  Ame  :  would  shut  down  and 
dump  their  pension  liabilities  on  Ui     s^ency.  That  has  left 


the  PBGC  with  a  $1.8  billion  deficit.  No  taxpayer  bailout  i 
imminent  because  employer  premiums  will  give  the  agenc 
enough  cash  to  pay  retirees  for  at  least  another  decade.  An 
the  PBGC  is  using  other  means  to  keep  money  flowin: 
through  its  coffers.  'Congress,  for  instance,  recently  gav 
the  PBGC  the  power  to  hold  corporate  affiliates  responsibl 
for  each  other's  pension  obligations  when  one  become 
insolvent. 

The  agency  now  wants  to  go  even  further:  It's  seekin 
first-among-equals  status  in  bankruptcy  court  for  some  o 
its  claims.  And  that  may  be  going  too  far.  Pensioners  havi 
no  greater  claim  than  longtime  suppliers  or  customers,  fo 
example,  injured  by  a  company's  defective  products.  What': 
more,  less  secure  creditors  will  balk  at  requests  for  aid  fron 
ailing  companies  with  underfunded  pension  plans  if  the  PBG( 
is  known  to  have  first  dibs  on  assets  in  any  later  bankruptcy 
proceeding.  That  could  kill  off  companies  with  a  chance  t< 
survive. 

Pensioners  already  have  adequate  protection:  The  PB( 
can  raise  premiums,  and  as  a  last  resort  the  Treasury  standi 
behind  the  fund,  as  it  does  with  other  portions  of  the  safetj 
net.  The  PBGC  can  try  to  avert  yet  another  federal  bailout  b} 
helping  companies  to  fund  their  plans  properly  in  the  firs 
place.  But  it  doesn't  need  top  billing  in  bankruptcy  court. 


SERVICES:  LEAN 
BUT  NOT  MEAN 


ew  data  available  from  the  Commerce  Dept.  hav 
shattered  an  old  myth:  that  productivity  growth  i 
universally  dismal  in  the  service  sector.  Indeed 
fair  number  of  the  country's  service  industries  are  actuall 
increasing  productivity  faster  than  many  manufacturin 
businesses  are.  Others  that  still  appear  to  be  running  behin 
may  not  be  (page  60).  Still,  productivity  in  the  sector  overal 
has  only  recently  begun  to  grow  again — and  the  laggard; 
have  good  reason  to  keep  on  improving. 

The  recession  is  forcing  service  companies  to  take  anothe 
look  at  some  of  the  choices  they  made  during  the  pas 
decade.  The  result:  rigorous  cost-cutting  campaigns  in  retail 
ing,  banking,  airlines,  business  services,  and  a  whole  host  o 
other  industries.  Judging  from  the  experience  of  manufac 
turing,  which  went  through  the  same  process  during  tb 
1980-82  recession,  this  sort  of  slimming  down,  however  pain 
ful,  leaves  the  survivors  more  efficient  and  better  able  to 
compete  internationally. 

But  there's  a  danger.  Not  all  of  these  cuts  are  coming  out 
of  padded  payrolls,  bloated  bureaucracies,  and  boondoggles. 
When  service  companies  added  workers,  they  did  so  to  pro- 
vide what  they  knew  consumers  wanted:  more  choice  in 
restaurants,  faster  service  in  stores,  and  better  treatment  in 
hospitals.  There's  no  getting  around  the  fact  that  service) 
companies  are  going  to  have  to  cut  back,  just  as  manufac- 
turers did.  But  service  companies  must  remember  one  thing: 
To  do  so  and  still  flourish,  don't  cut  the  service  that  keeps 
the  customer  coming  through  the  door.  Service — not  an  im 
provement  in  the  still-inadequate  measure  we  call  productivi 
ty — is  the  goal. 
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The  amazing  new  cai 
around  corners,  u 


If  you  had  to  guess  what  it  is  about 
the  new  Accord  Wagon  that  makes  it  so 
remarkable,  you'd  probably  say  Honda 
engineering  had  something  to  do  with  it. 

It  does.  Just  not  the  way  that  you 
might  think. 

You  see,  the  Accord  Wagon  is  the 
very  first  Honda  automobile  designed, 
developed,  engineered  and  built  solely  in 


the  U.S.  and  shipped  abroad. 

Styled  originally  at  Honda  R  & 
in  California,  it  is  manufactured  or 
at  our  Marysville,  Ohio  facility.  Ti 
factory  has  been  equipped  with  all  Xi 
technology  needed  to  build  our  newtt 
Accord  from  the  bottom  up,  from  high ' 
sophisticated  body  panel  stamping  die 
to  bumper  fascia  injection  molds. 


JMBER  3203 
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IAWN  OF  'A  NEW  AMERICAN  CENTURY'?  AS  ALLIED  TROOPS  SWEPT  THROUGH  KUWAIT,  THE  U.S.  SAW  A  CHANCE  TO  FORGE  A  LASTING  PEACE 


Cover  Story 

24  WINNING  THE  PEACE 

In  many  ways,  it  was  astonishingly 
easy.  The  U.  N.  coalition  held  fast, 
allied  troops  rolled  through  Kuwait, 
and  the  Iraqis  barely  put  up  a  fight. 
Yet  victory  won't  bring  the  new 
world  order  George  Bush  envisions. 
First,  Mideast  passions  must  be  kept 
in  check,  economic  gulfs  must  be 
bridged,  and  stability  must  be 
brought  to  historically  bellicose 
neighbors.  That's  a  whole  new  game 
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37  A  NEW  WORLD  ORDER  FOR  OIL? 

Not  likely.  If  anything,  global 
dependence  on  a  volatile  OPEC  may 
just  increase 
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With  success  in  the  gulf  buoying 
lit!)]  prospects  for  Bush  and  his 
party.  Democrats  see  a  bleak  future 
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rom  Ohio  that  goes 
lills  and  overseas. 


And  should  a  part  not  be  tooled  on 
ite,  chances  are  it's  made  nearby  at  our 
tnna,  Ohio  engine  plant  and  sent  over 
3r  final  assembly. 

Once  Finished,  Accord  Wagons  are 
hipped  to  Honda  dealers  far  and  wide, 
ioth  here  and  across  Belgium,  France, 
}ermany,  Great  Britain  and  Holland, 
hey  even  go  to  Japan. 


But  then,  that's  nothing  new  to  us. 
We  have  been  exporting  American-made 
Honda  automobiles,  lawn  mowers  and 
motorcycles  for  years. 

It  is  all  part  of  our  commitment  to 
building  a  self-reliant  car  company  in 
the  United  States  that  can  compete  with 
any  automaker.  Anywhere. 

HONDA 
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The  production  index  ticked  down  for  the  week  ended  Feb  16  On  a  seasonally 
adjusted  basis,  auto  output  plunged,  and  paper,  paperboard,  and  lumber  output  also 
declined.  Truck  production  was  up  sharply,  and  rail-freight  traffic,  electric  power, 
steel,  crude-oil  refining,  and  coal  output  increased  as  well.  Before  calculation  of  the 
four-week  moving  overage,  the  index  rose  sharply  to  a  level  of  173.6,  from  170.4  in 
the  week  before. 

BW  production  index  copyright  1991   by  McGraw-Hill  Inc 


The  leading  index  advanced  during  the  week  ended  Feb.  16.  A  rapid  pickup  in 
the  pace  of  M2  accounted  for  much  of  the  gain.  Higher  stock  prices  and  lower  bond 
yields  also  gave  positive  signals  for  the  economy.  On  the  negative  side,  growth  in 
materials  prices  and  real  estate  loans  fell,  and  the  number  of  business  failures  was 
unchanged  from  the  previous  week.  Before  calculation  of  the  four-week  moving 
average,  the  index  jumped  to  215.9,  from  211.4. 

Leading  index  copyright  1991  by  Center  for  International  Business  Cycle  Research 




LEADING  INDICATORS  1 

latest 

Week 

%  Change  | 

week 

090 

year  ago 

STOCK  PRICES     .    S&P  sou 

366.29 

367.28 

12.2 

CORPORATE  BOND  YIELD  Aoa 

8  8  1 

8.77% 

5  0 

INDUSTRIAL  MATERIALS  PRICES  L'  .  .. 

96  2 

96.6 

BUSINESS  FAILURES  (2/15) 

442 

440 

61  3 

REAL  ESTATE  LOANS  (2/13)  billions 

$400.5 

$400.5 

10.8 

MONEY  SUPPLY,  M2  (2/11)  billions 

$3,355.1 

$3,294.3r 

3.2 

INITIAL  CLAIMS,  UNEMPLOYMENT  (2/9)  thous. 

489 

456 

30.4 

PRODUCTION  INDICATORS 


Latest 
week 

Week  0 
ago 

o  Change 
year  ago 

STEEL  (2/23)  thous.  of  net  tons 

1,603 

1,510  = 

-16.3 

AUTOS  (2/23)  units 

121,006 

81,612r  = 

12  3 

TRUCKS  (2/23)  units 

67,572 

46,209r  = 

16  1 

ELECTRIC  POWER  (2/23)  millions  of  kilowatt-hours 

54,560 

55,971  = 

0.2 

CRUDE-OIL  REFINING  (2/23)  thous.  of  bbl./day 

13,066 

12,978  = 

-2.9 

COAL  (2/16)  thous.  of  net  tons 

20,555  = 

20,684 

1.2 

PAPERBOARD  (2/16)  thous.  of  tons 

776.2  = 

783. 6r 

i  V 

PAPER  (2/16)  thous.  of  tons 

775.0  = 

787. Or 

0.5 

LUMBER  (2/16)  millions  of  ft. 

490.8  = 

488.4 

-1.1 

RAIL  FREIGHT  (2/16)  billions  of  ton-miles 

19.8c 

19.5 

0  5 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA1,  SFPA2,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (2/27) 

132 

132 

150 

GERMAN  MARK  (2/27) 

1.52 

1  50 

1.72 

BRITISH  POUND  (2/27) 

1.91 

1  95 

1.66 

FRENCH  FRANC 

5  18 

5.09 

5.80 

CANADIAN  DOLLAR  (2/27) 

1.15 

1.15 

1.19 

SWISS  FRANC  (2/271 

1  32 

1.28 

1.51 

MEXICAN  PESO  (2/27)3 

2,958 

2,953 

2,745 

Sources:  Major  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

n  units  per  U.  S.  dollar,  except  for 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (2/27)  $/troy  oz. 

360  000 

364.650 

-1 1.7 

STEEL  SCRAP  (2/26)  #  1  heavy,  $/ton 

104  00 

104.00 

0.5 

FOODSTUFFS  (2/25)  mdex,  1967=  100 

206.6 

209.2 

-3.9 

COPPER  (2/23)  (Vlb. 

1  1  6  0 

1 15.3 

-2.3 

ALUMINUM  (2/23)  c/lb. 

69  1 

68.5 

3.4 

WHEAT  (2/23)  =  2  hard,  $/bu. 

2.77 

2.75 

-33.3 

COTTON  (2/23)  strict  low  middling  1-1/16  in.,  tf/lb. 

79.49 

76.68 

20.0 

Sources:  London  Wed.  final  setting,  Chicago  mkt.,  Commodity  Research  Bureau,  Metals 

Week,  Kansas  City  mkt.,  Memphis  mkt. 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980—100),  Dun  & 
Bradstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  season- 
ally adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


■■■■■■[II 

latest 
month 

Month 
ago 

%  Change 
year  ago 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Jan.)  billions 

$1 18.5 

SI  19  4, 

0  5 

HOUSING  STARTS  (Jan.)  annual  rate,  thous. 

850 

975r 

44  9 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Jan.)  milhons 

$1,760 

-$7,312 

78  7 

REAL  GROSS  WEEKLY  PAY  (Jan.) 

$253.02 

$257.92r 

-2.6 

Sources:  Commerce  Dept.,  Treasury  Dept.,  BLS 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (2/11) 

$835.9 

$833. 2r 

4.6 

BANKS'  BUSINESS  LOANS  (2/13) 

318.6 

318. 9r 

-1.9 

FREE  RESERVES  (2/20) 

1,776 

2  590. 

NM 

N0NFINANCIAL  COMMERCIAL  PAPER  (2/13) 

147.9 

150.5 

8.9 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 
a  two-week  period  in  millions). 

free  reserves 

which  are  ex 

pressed  for 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (2/26) 

6. 1 2  % 

6  24 

8  27 

PRIME  (2/27)  8 

.75-9.00 

9  00 

10.00 

COMMERCIAL  PAPER  3-M0NTH  (2/26) 

6.60 

6.46 

8.17 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (2/27) 

6.70 

6.53 

8.24 

EURODOLLAR  3-MONTH  (2/23) 

6.58 

6  49 

8.25 

Sources:  Federal  Reserve  Board,  First  Boston 


1  —  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn. 
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3  =  Free  market  value 


NA  =  Not  available 
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PUT  THE  THIRD  WORLD 
ON  ARMS  RATIONS 


You  say  that  future  defense  planners 
must  plan  for  regional  conflicts 
fought  against  well-equipped  Third 
World  armies  ("Lessons  from  the  front," 
Top  of  the  News,  Feb.  18).  First,  that 
depends  on  how  many  such  quarrels  we 
will  make  our  own.  Second,  competitive 
arming  of  Third  World  regimes  was  one 
constant  (and  unforgivable)  strategy  of 
both  sides  in  the  cold  war  and  has  made 
the  gulf  war  as  bad  as  it  is.  The  real  job 
ahead  will  be  to  put  these  regimes  on 
very  tight  military  rations.  The  Third 
World  has  its  troubles,  but  as  long  as  it 
spends  on  arms  several  times  what  it 
gets  in  development  aid,  it  kills  its  fu- 
ture— and  ours  to  boot. 

John  E.  Ullmann 
Professor  of  Management 
Hofstra  University 
Hempstead,  N.  Y. 

JAPAN'S  GULF  SUPPORT: 
'WHERE'S  THE  SUSHI?' 

It's  very  comforting  to  note  that  Ja- 
pan's ambassador  in  New  York  be- 
lieves his  country  strongly  supports  the 
gulf  effort  by  deciding  to  contribute  $13 
billion  ("Japan's  support  for  the  gulf 
war  is  strong,"  Readers  Report,  Feb. 
11).  But  it  must  be  noted  that  the  origi- 
nal pledge  of  $4  billion  still  has  not  been 
transferred,  even  six  months  after  the 
beginning  of  operations  in  the  desert. 

Japan,  the  master  of  the  great  stall,  is 
at  it  once  again.  It  is  time  for  America  to 
stop  giving  them  the  free  rides  they 
have  been  getting  for  years.  To  para- 
phrase an  American  expression, 
"Where's  the  sushi?" — in  the  money  for 
Desert  Shield  and  Storm,  as  well  as  a 
level  playing  field  in  the  matter  of  trade. 

Edward  Gall 
Piedmont,  Mo. 

FOR  HEALTH  CARE,  A  DIAGNOSIS 
AND  SECOND  OPINION  

It's  hard  to  inquire  into  your  doctor's 
profit  motive  when  a  surgical  opera- 
tion is  prescribed.  But  as  the  owner  of  a 
small  business  who  recently  required  mi- 


nor one-day  surgery,  I  have  become  an 
ardent  supporter  of  third-party  review 
("Insurers  vs.  doctors:  Who  knows 
best?"  Social  Issues,  Feb.  18). 

Excess  insurance-company  outlay  is 
not  a  victimless  crime  when  the  cost  of 
adequate  employee  coverage  is  a  signifi- 
cant drag  on  profits.  As  the  bills  started 
piling  up  for  my  arthroscopic  knee  sur- 
gery to  remove  cartilage,  I  began  ques- 
tioning the  costs.  I  was,  however,  re- 
peatedly told  not  to  worry:  "We  make 
adjustments  if  insurance  doesn't  cover 
payment." 

First,  $800  for  magnetic  resonance  im- 
aging at  the  recommended  laboratory.  I 
later  found  out  my  physician  is  part 
owner.  Then,  $1,100  for  physical  thera- 
py. My  physician  is  part  owner  of  that 
facility,  also.  Several  hundred  dollars  for 
hospital  preadmission  testing,  including 
a  chest  X-ray  in  preparation  for  my  knee 
surgery. 

The  final  invoice  that  arrived — after 
the  surgeon's  costs,  seven  hours  of  hos- 
pital facility  use,  test  readings,  and  anes- 
thesiologist— was  for  an  assistant  sur- 
geon to  "hold  the  leg  if  necessary." 
(This  put  five  people  in  the  operating 
room.)  Total  billed  costs  for  a  minor  pro- 
cedure: over  $10,000. 

My  out-of-pocket  expense  was  minimal 
since  "we  make  adjustments  if  insurance 
doesn't  cover  payment."  Maybe  my  phy- 
sician just  forgot  that  someone  has  to 
pay  the  insurance  premiums. 

Stanley  Herz 
President 
Stanley  Herz  &  Co. 
Stamford,  Conn. 

Your  comparison  of  recent  trends  in 
physician  income  vs.  average  na- 
tional wages  is  misleading. 

Instead  of  comparisons  with  pay  for 
all  U.  S.  workers,  physician  pay  should 
be  compared  with  pay  for  managers  or 
executives  in  positions  of  comparable 
difficulty. 

In  the  late  1980s,  didn't  you  find  pay 
for  executives  to  be  increasing  each  year 
by  l'  <  or  more,  i.e.,  more  than  physician 
pay  increased? 

The  various  controls  and  increased  in- 
terference with  professional  autonomy 
cited  in  your  article  are  clearly  bother- 
some to  dedicated  physicians.  But  any 
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contention  that  physician  pay  increases 
in  the  '80s  were  unjustified  cannot  be 
proven  by  this  comparison  of  apples  and 
oranges. 

Allan  H.  Fisher  Jr. 
Rockville,  Md. 

DEFENSE  CONTRACTORS'  FISCAL 
HEALTH  IS  ON  THE  RECORD  

Your  article,  "Do  arms  makers  need 
a  handout?"  (Editorials,  Feb.  11), 
states  that  the  General  Accounting  Of- 
fice found  that  the  government  doesn't 
have  the  information  to  accurately  as- 
sess the  financial  health  of  contractors. 
You  suggest  that  the  government  must 
develop  accounting  systems  that  are 
able  to  determine  costs  and  profit  by 
contract. 

As  a  matter  of  fact,  the  contractors 
have  accounting  systems  that  provide 
cost  and  profits  by  contract.  They  are 
used  as  source  data  for  public  financial 
statements  and  for  disclosure  of  the 
losses  that  receive  so  much  publicity  in 
the  financial  press.  Furthermore,  this  in- 
formation is  updated  monthly,  certified, 
and  reported  to  the  Pentagon  by  con- 
tractors in  order  to  receive  progress  pay- 
ments and  cost  reimbursements.  The 
GAO  has  access  to  these  reports,  as  well 
as  to  the  contractors'  underlying  books 
and  records. 

Your  article  noted  that  the  long-term 
outlook  for  defense  contractors  is  grim. 
Generating  more  reports  and  jobs  for 
government  auditors  will  not  help. 

Don  Fuqua,  President 
Aerospace  Industries  Assn. 

Washington 

WHO  BEARS  THE  BURDEH 

OF  BANK  INSURANCE?  

low  dare  you  [say  that  banks  are 
I  being  subsidized  by  taxpayers] — 
which  you  know  to  be  false  ("Banking 
needs  reform — but  first . . .  ,"  Editorials, 
Feb.  18)?  Since  your  initial  premise  is  a 
shambles,  then  your  entire  opinion  is 
worthless.  The  taxpayer  does  not  con- 
tribute one  damned  dime  to  the  fdic 
fund.  It  is  funded  entirely  by  the  banks. 
If  you  did  not  know  that,  then  on  what 
basis  are  you  publishing  a  leading  busi- 
ness magazine? 

Jim  Feist 
Vice-President 
Ford  County  State  Bank 
Spearville,  Kan. 

Editor's  note:  Federally  insured  U.  S. 
banks  enjoy  access  to  an  inexpensive 
source  of  funds  because  their  deposits 
are  ultimately  backed  by  the  govern- 
ment. We  believe  this  amounts  to  a 
subsidy. 


TAKE  THE  WORRY  OUT  OF 

CAR  WARRANTIES— SKIP  'EM  

Your  article  "How  much  warranty 
does  one  car  need?"  (Personal  Busi- 
ness, Feb.  18)  suggested  that  consumers 
stick  to  extended-service  contracts 
backed  by  the  manufacturer.  But  even 
the  carmaker's  imprimatur  won't  guar- 
antee the  payment  of  legitimate  claims. 

For  example,  the  sales  brochure  tout- 
ing my  $695  extended-service  contract 
assured  me  of  "worry-free  driving"  and 
displayed  the  company  logo  in  so  many 
places  that  most  consumers  would  think 
that  the  manufacturer  was  backing  this 
warranty.  But  the  fine  print  of  the  con- 
tract absolved  the  manufacturer  of  any 
responsibility.  Instead,  the  dealer  had 
sole  legal  responsibility  for  any  claims. 

When  I  sought  $400  in  reimburse- 
ments for  parts  and  repairs  listed  in  the 
contract,  the  dealer  refused  to  accept 
responsibility,  and  the  manufacturer  re- 
fused to  get  involved.  When  the  insurer 
backing  the  warranty  went  out  of  busi- 
ness, neither  of  those  parties  bothered  to 
inform  me  of  new  arrangements. 

Congressional  investigations  have 
widely  documented  that  such  contracts 
are  frequently  sold  without  any  inten- 
tion of  paying  all  legitimate  claims.  In 
my  case,  I  have  complained  to  overbur- 
dened consumer  agencies  without  any 
results  to  date.  My  only  remaining  alter- 
native will  be  a  time-consuming  suit  filed 
in  small-claims  court. 

Auto  buyers  would  be  better  off 
avoiding  such  contracts  altogether  and 
placing  the  money  in  an  interest-bearing 
"repair  fund"  for  possible  later  use. 

David  R.  Fluhrer 
Merrick,  N.  Y. 

THOSE  UNUSED  MISSILES 

AREN'T  BEING  JETTISONED  

In  the  article  "The  toll  that  war  could 
■  take  on  the  economy,"  (Cover  Story, 
Jan.  28),  you  claim:  "One  Sidewinder 
missile  alone  costs  the  Pentagon  about 
$50,000,  and  fighter  pilots  won't  land 
with  the  missiles  still  attached  to  their 
jets.  Thus,  even  unused  Sidewinders  are 
jettisoned  before  landing."  As  a  carrier 
aviator,  I  cannot  think  of  a  landing  any 
harder  than  the  "controlled  crashes"  we 
experience  each  and  every  flight.  How- 
ever, every  missile  loaded  on  Navy  carri- 
er aircraft,  including  the  Sidewinder,  is 
brought  back  aboard.  The  only  time  they 
are  "jettisoned"  is  at  live  targets  (Iraqi 
jets)  in  an  effort  to  destroy  Saddam 
Hussein's  air  force.  Even  in  wartime, 
ordnance  is  closely  accounted  for.  Nev- 
er, except  in  extreme  emergency,  will  a 
missile  be  jettisoned. 


Errors  such  as  this  cause  a  furoi 
among  those  (the  taxpayers)  who  beai 
the  huge  cost  of  defense. 

Lieutenant  E.  C.  Picker 
Carrier  Airbornt 
Early  Warning  Squadron  IK 
USS  Rangei 

(Deployed,  Operation  Desert  Storrh 

A  KUWAITI'S  CALL  FOR 
FULL-FLEDGED'  DEMOCRACY 


I  spent  over  a  month  in  Kuwait  after 
Bthe  invasion  and  can  say  with  100$ 
certainty  that  Kuwaitis  will  support  the 
demands  for  a  full-fledged  democracy 
or  at  the  very  least  a  constitutional  mon- 
archy ("Postwar  Kuwait  could  be  a  polit- 
ical Pandora's  box,"  Top  of  the  News 
Feb.  11).  All  the  Kuwaitis  I  talked  to 
during  my  stay  despise  the  al-Sabahs  for 
having  fled  the  country  without  warning 
and  hold  them  fully  responsible  for  this 
catastrophe.  The  television  pictures  we 
received  from  the  gulf  states  further- 
more confirmed  the  view  that  the  al- 
Sabahs  continued  their  extravagant  life- 
styles even  while  Kuwaitis  were 
suffering  under  Iraqi  occupation. 

I  sincerely  hope  not  a  single  life  will 
be  lost  in  saving  this  feudal  and  anti- 
quated system  of  rule.  The  coalition  op- 
posing Iraq  should  not  miss  this  singular 
opportunity  to  nurture  an  exemplary  de- 
mocracy for  the  future  benefit  of  all 
Arabs. 

Ibrahim  Aladwani 
Stockton,  Calif 


SO,  THE  JAPANESE 

ARE  FINANCING  T.  BOONE  PICKENS? 


las  another  great  American  institu 
ltion  (Texas  millionaire  T.  Boone 
Pickens)  kowtowed  to  Japanese  business 
interests  ("T.  Boone  Pickens  is  down, 
but  he  swears  he  isn't  out."  Finance, 
Feb.  18)?  All  that  bellyaching  and  subse- 
quent storming  out  of  the  annual  share 
holders'  meeting  and  the  testimony  in 
Washington  (eating  up  the  valuable 
time,  financed  by  our  hard-earned  tax 
money,  of  our  lawmakers)  were  only  a 
well-orchestrated  show?  I  thought  (giv- 
ing Pickens  the  benefit  of  the  doubt) 
that  he  might  have  some  inkling  of  inter- 
est in  Koito's  business  affairs.  Now,  we 
learn  a  Japanese  businessman,  the  erst- 
while owner  of  the  stock,  had  to  finance 
his  purchase? 

Michael  P.  King 
Taito-ku,  Tokyo 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report.  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N  Y.  10020.  Fax:  (212)  512-4464 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 
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THE  POWER  AND  THE  GLITTER:  THE  HOLLYWOOD-WASHINGTON  CONNECTION 

By  Ronald  Brownstein 
Pantheon  •  437pp  •  $24.95 

MR.  SMITH 

GOES  TO  HOLLYWOOD 


■  t  has  become  as  much  a  campaign 
Brite  as  a  slog  through  the  New 
H  Hampshire  snow.  For  both  Republi- 
cans and  Democrats,  the  road  to  Wash- 
ington increasingly  passes  through  Hol- 
lywood. The  path  was  first  broken  in  the 
1920s,  when  the  film  industry  was  in  its 
infancy.  Since  then,  Los  Angeles  Times 
reporter  Ronald  Brownstein  writes  in 
The  Power  and  The  Glitter,  the  rising 
cost  of  seeking  office  has  made  a  stop  in 
Tinseltown  ever  more  important. 

Hollywood's  flirtation  with  national 
politics  began,  Brownstein  tells  us,  when 
mogul  Louis  B.  Mayer 
asked  then-Commerce 
Secretary  Herbert  Hoover 
to  provide  letters  of  intro- 
duction that  would  facili- 
tate Metro-Goldwyn- 
Mayer's  European  film 
projects.  Subsequently, 
Mayer  agreed  to  finance 
the  films  of  actress  Mar- 
ion Davies,  the  paramour 
of  press  magnate  William 
Randolph  Hearst.  After 
that,  it  took  but  a  nudge 
for  Mayer  to  persuade 
Hearst  to  have  his  papers 
support  Hoover's  1928 
Presidential  bid. 

To  Mayer  and  other 
Jewish  immigrants  who 
dominated  early  Holly- 
wood, exercising  political  power  meant 
elbowing  their  way  into  the  mainstream 
of  a  society  that  denied  them  member- 
ship in  its  country  clubs  and  rooms  in  its 
best  hotels.  Today,  the  politicians  are  the 
aggressors,  pursuing  the  money  the 
movie  community  can  provide.  In  1986, 
the  Hollywood  Women's  Political  Com- 
mittee raised  $1.5  million  for  Democratic 
senatorial  candidates  during  one  dinner 
at  Barbra  Streisand's  home.  Stars  in- 
cluding Jack  Nicholson  and  Bette  Midler 
turned  out  to  hear  Streisand  sing  and 
take  jabs  at  Ronald  Reagan. 

The  first  President  to  enlist  the  help 
of  numerous  stars  and  studio  chiefs  was 
Franklin  D.  Roosevelt.  For  a  time,  Roo- 
sevelt had  aspired  to  write  films;  while 
serving  as  Assistant  Navy  Secretary,  he 
had  tried  to  interest  several  studios  in 

=  treatment  of  the  life  of  Navy  hero 
Paul  Jones.  Although  he  failed  at 
.  Hollywood  heavyweights  became 


part  of  all  his  Presidential  bids.  Studio 
owners  Jack  and  Harry  Warner  orga- 
nized a  giant  rally  for  him,  actors  such 
as  Humphrey  Bogart  and  Edward  G. 
Robinson  made  radio  pitches,  and  singer 
Frank  Sinatra  staged  concerts. 

Stars  soon  became  a  feature  of  any 
campaign.  Thomas  E.  Dewey  lined  up 
Ginger  Rogers,  Gary  Cooper,  and  Barba- 
ra Stanwyck  for  radio  appeals.  Lauren 
Bacall  campaigned  tirelessly  for  Adlai  E. 
Stevenson.  Young  and  dashing  Senator 
John  F.  Kennedy — the  kind  of  politician 
moviemakers  could  relate  to — made  the 


Hollywood-Washington  connection  so- 
cial, hanging  out  at  the  Sands  Hotel 
with  Rat  Packers  Sinatra  and  Sammy 
Davis  Jr.  and  even  having  Hollywood 
agent  Charlie  Feldman  get  him  dates 
with  starlets. 

With  the  advent  of  television  advertis- 
ing in  the  1960s,  politicians  became  less 
enamored  of  Hollywood's  stars  than  of 
its  money.  United  Artists  Chairman  Ar- 
thur B.  Krim  and  MCA  Chairman  Lew  R. 
Wasserman  funneled  millions  each  year 
to  Democratic  candidates.  Krim  headed 
a  group  formed  to  raise  $12  million  for 
Lyndon  B.  Johnson's  1968  reelection  bid; 
Brownstein  shows  Krim  pleading  with 
LBJ  in  his  White  House  bedroom,  unsuc- 
cessfully trying  to  change  the  Presi- 
dent's mind  moments  before  he  pulled 
out  of  the  race. 

The  Power  and  the  Glitter  overflows 
with  such  tidbits,  including  California's 
Alan  Cranston  talking  Orson  Welles  out 


of  running  for  the  U.  S.  Senate.  During 
the  three  years  he  spent  researching  the 
book,  Brownstein  combed  through  the 
papers  of  most  of  Hollywood's  legend- 
ary power  brokers.  He  gives  his  story 
additional  authenticity  by  telling  much 
of  it  through  the  words  of  the  partici- 
pants, including  Shirley  MacLaine,  Jane 
Fonda,  Paul  Newman,  and  Susan  Saran- 
don.  The  result  is  a  name-dropper's  de- 
light, rich  in  anecdotes  and  fun  to  read. 

Brownstein  isn't  as  strong  on  analysis. 
He  doesn't  satisfactorily  explain,  for  ex- 
ample, why,  as  most  of  America  drifted 
toward  Republicanism  in  the  1970s,  Hol- 
lywood remained  predominantly  Demo- 
cratic. And  while  he  makes  it  clear  what 
Washington  gets  from  Hollywood,  he 
never  clarifies  what  Hollywood  expects 
in  return.  Indeed,  soon  after  FDR  came 
to  power,  his  Justice  Dept.  began  anti- 
trust actions  that  eventually  took  the- 
aters away  from  the  studios,  many  of 
whose  heads  had  supported  him. 

Hollywood  didn't  al- 
ways come  away  empty- 
handed.  Not  long  after 
Reagan's  1980  election  as 
President,  Wasserman, 
his  former  agent  and  a 
major  campaign  contribu- 
tor, successfully  lobbied 
him  to  reject  changes  in 
federal  regulations  that 
would  have  allowed  the 
television  networks  to 
make  TV  shows,  muscling 
in  on  the  movie  studios' 
near-monopoly.  Still,  on 
the  whole,  the  relation- 
ship between  Hollywood 
and  Washington  seems 
largely  one-sided.  (And 
despite  the  studios'  politi- 
cal influence,  the  net- 
works may  yet  get  to  make  shows.) 

A  onetime  associate  of  Ralph  Nader, 
Brownstein  at  times  seems  mesmerized 
by  Hollywood's  liberals.  He  devotes 
huge  amounts  of  space  to  Robert  Red- 
ford,  who  got  hooked  on  politics  after  he 
helped  win  a  local  battle  to  stop  con- 
struction of  a  Utah  highway.  He  also 
goes  on  at  length  about  Warren  Beatty, 
a  member  of  the  inner  circles  of  both 
George  S.  McGovern  and  Gary  Hart. 
But  he  never  fully  examines  how  the 
influence  of  Beatty,  "Hollywood's  most 
renowned  Casanova,"  contributed  to 
Hart's  downfall. 

These  are  only  minor  bumps  along  the 
road  that  Brownstein  has  us  follow  from 
the  nation's  political  capital  to  its  film 
capital,  however.  His  account  of  the  ties 
between  these  powerful  cities  is  well- 
written  and  even  better  researched.  And 
as  the  question  of  who  shall  hold  politi- 
cal office  increasingly  comes  down  to 
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We  printed  these  pages  directly 
from  the  new  Fujitsu  dex®  530  low- 
cost  plain  paper  fax  machine  to  show 
you  firsthand  its  incredible  reproduc- 
tion capabilities.  But  at  Fujitsu,  the 
quality  of  our  fax  machines  doesn't 
stop  with  the  fine  print.  And  value 
doesn't  stop  with  the  price. 

Our  line  of  affordable  business  faxes 

comes  with  50   ^  years  of 

big  business 
rience  built-in. 
Those  years 
of  creating 
communi- 
cation solu- 
tions taught 
us  how  to  make  fax 
machines  work  harder, 
smarter  and  more  effi- 
ciently. No  matter  what  the  size  or 
the  price.  From  compact  personal 
fax  machines,  to  our  high  capacity 
digital  network  hub  units. 

Take  the  new  dex  530  plain 
paper  fax.  At  half  the  price  of  tradi 
tional  plain  paper  fax  machines,  it 
produces  a  fileable,  versatile,  high 


quality  plain  paper  fax,  for  just 
pennies  a  page. 

The  dex  170  with  its  powerful 
standard  memory  combines  afford- 
ability  and  versatility  with  high-end 
features  like  memory  storage,  remote 
retrieval,  and  automatic  cutter. 

The  personal-size  dex  80  was 
designed  with  "luxury"  features  like 
automatic  cutter,  answering  machine 

interface  and  a 
15-second 
transmission 
speed— all 
for  a  sug- 
gested retail 
price  of  $999. 
And  every  Fujitsu  fax 
machine  is  backed  by  a 
nationwide  fax  service 
organization,  dedicated  to  keeping 
your  business  going  without  a  hitch. 

For  more  information  on  which 
Fujitsu  fax  machine  is  on  the  money 
for  your  business,  contact  Fujitsu 
Imaging  Systems  of  America,  3  Corpo- 
rate Drive,  Danbury,  CT  06810.  Or  call 
1-800-243-7046. 
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New  Wk  City, 
the  firsl  stop  on  your 
"5  cities  in  5  days"  business  trip; 
we  can  help  at  rates  that  start  at 
only  s7500  per  nifjht. 
Chatwal  Hotels  are  a  touch  of 
}02_  home  in  a  tough  town. 
^ooS^>  There  aren't  am 
\\^i^?7  whirlpools.  VCR's, 
W&^^or  health  clubs,  bul 

you'll  be  treated  like  royalty 
and  your  room  w  ill  be  clean  and 
comfortable  —  one  of  the  great 
values  in  New  Wk. 


WELCOME 
HOME. 

There  are  six  Chatwal  Hotels 
in  Manhattan  and  one  at  JFK 
International  Airport.  So  . . . 
Welcome  Home. 

^  Chatwal  hotels  ]fc 


A  Tbuch  of  Home  at  a  Comfortable  Price 
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What  are  we  going  to  do  with  your 
extra  robots,  Fenton? 


Maybe  a  small  college  football  team 
needs  a  new  front  line! 


CALL  B^L  IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

■54.  -  Will  take  your  donated  material  and  use  it  to  generate 
scholarships  for  needy,  deserving  students.  Donations  could  mean 
an  above  cost  tax  deduction  -  IRS  Reg.  170(e)(3).  Scholarships  are 
given  in  the  donating  corporation's  name. 


Educational  aaalat:  torn  Ltd.  - 

P  O  BOX  3021  •  GLEN  i  i  LYN.  ILLINOIS  60138 


For  Mart-  Details 
Call  708-690-01110 
Prlrr  Roskam 
Executive  Dim  tor 


who  has  the  most  money  to  spend,  thei 
road  Brownstein  describes  no  doubt  will 
become  even  more  heavily  traveled. 

BY  RONALD  GROVERJ 
Los  Angeles  Bureau  Manager  Grocer  ce 
ported  from  Washington  for  seven  years.  I 


BOOK  BRIEFS  I 


THE  NEXT  CENTURY 

By  David  Halberstam 
Morrow  •  126pp  •  $16.95 

WHAT  AILS  AMERICA 


When  I  was  young,  my  parents 
worked  long,  hard  days  in  din 
gy  factories  without  complain- 
ing. They  embraced  the  American 
dream:  They  believed  hard  work  would 
lead  to  opportunity  and  achievement. 

Today,  this  sense  of  the  promise  of 
work  seems  to  have  disappeared.  I  don't 
assume,  as  my  parents  could,  that  the 
next  generation  will  be  better  off  than 
the  present  one.  My  pessimism  was  crys- 
tallized by  reading  The  Next  Century 
David  Halberstam's  thoughtful  evalua 
tion  of  the  nation's  condition. 

Halberstam  cites  familiar  reasons  for 
our  diminished  prospects:  the  decline  of 
the  work  ethic,  the  deterioration  of  our 
school  system,  our  buy-today-pay-tomor- 
row  mind-set,  and  the  rise  of  Japan  as 
an  economic  superpower.  Yet,  he  writes 
"I  still  do  not  think  we  as  a  nation  get 
it."  We  remain  passive  about  our  collec- 
tive economic  and  social  problems. 

The  book  is  as  much  memoir  as  essay, 
and  Halberstam's  gathering  of  imprest 
sions  from  more  than  30  years  of  distin- 
guished reporting  makes  great  reading. 
Despite  the  title,  the  book  is  less  a 
glimpse  of  the  future  than  an  eloquent 
synthesis  of  the  recent  past,  from  the 
unraveling  of  the  Soviet  Empire  to  Ja- 
pan's challenge  to  the  U.  S.  economy. 

The  Japanese,  Halberstam  notes,  val- 
ue making  things  more  than  Americans 
do.  "Those  who  run  the  industrial  lines 
are  considered  far  more  important  in  Ja- 
pan . .  .  :  as  a  nation  they  are  closer  to 
being  the  true  children  of  the  original 
Henry  Ford  than  we  are." 

The  Japanese  have  fears  and  doubts 
about  the  future,  Halberstam  believes, 
but  Japan  will  enter  the  next  century  in 
a  position  of  strength.  Not  so  America. 
Halberstam  foresees  an  increasingly  po- 
larized country  with  a  productive  popula- 
tion of  only  40  million  out  of  some  260 
million.  He  predicts  sharper  class  divi- 
sions and  a  decrease  in  the  forces  that 
work  for  economic,  educational,  and  so- 
cial democracy.  Halberstam's  concise, 
vivid  telling  makes  this  a  persuasive  plea 
for  America  to  confront  its  problems. 

BY  JOHN  A.  BYRNE 


12  BUSINESS  WEEK/MARCH  11.  1991 


BOOKJ 


On  April  26, 
an  awesome  fight 
will  end  in  a  teclini 


v  .  !kay,  so  it  won't  exactly  be  Tyson -Holyfield. 
DutThe  Computer  Museum's  3rd  Annual  Computer 
3owl  still  promises  to  be  one  of  the  most  exciting 
luiz  games  you'll  ever  witness.  Join  us  ringside  for 
ound  after  round  of  mind-boggling  action  as  the 
inest  minds  in  the  East  and  West  go  head  to  head. 


See  who  ends  up  on  the  ropes  first.  See  who  beats 
whom  to  the  punch.  But,  most  important,  see  who's 
left  standing  when  all  is  said  and  done.  The  place: 
The  San  Jose  Convention  Center,  San  Jose,  CA. 
With  live  broadcast  via  satellite  to  The  Computer 
Museum  in  Boston.  Don  King,  eat  your  heart  out. 
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Economic  Viewpoint 


THE  ROAD  TO  RECOVERY 

MAY  BE  PAVED  WITH  ...  NEW  ROADS? 


BY  ROBERT  KUTTNER 


The  best  way  for 
America  to  climb 
out  of  the 
recession  is  to 
invest  in  the 
rebuilding  of  the 
nation's  outdated 
and  decaying 
infrastructure 


ROBERT  KUTTNER  IS  ECONOMICS 
CORRESPONDENT  FOR  THE  NEW 
REPUBLIC  AND  AUTHOR  OF 
THE  END  OF  LAISSEZ-FAIRE 


espite  the  recent  euphoria  on  Wall 
Street  and  despite  the  prospects  for  a 
quick  end  to  the  war,  it  is  awfully  hard 
to  credit  the  predictions  of  a  robust  and  sus- 
tainable recovery.  Most  of  the  ingredients  that 
pushed  the  economy  to  the  brink  of  recession 
before  the  war  began  are  still  at  hand.  It  has 
been  nothing  short  of  bizarre  to  read  about 
soaring  stock  prices,  while  the  same  business 
pages  report  of  deepening  catastrophe  in  in- 
dustry after  industry  and  while  the  banking 
crisis  worsens.  Consumers  are  holding  back 
not  just  because  of  war  anxiety,  but  because 
after  a  decade  of  borrowed  prosperity  and 
stagnant  real  income,  they  are  tapped  out. 

In  the  short  run,  Wall  Street  has  forecast  a 
boom  for  three  main  reasons.  The  war  seems 
to  be  ending,  the  price  of  oil  fell  a  lot  faster 
than  most  people  anticipated,  and  the  Federal 
Reserve  has  been  easing  money.  All  of  these 
factors  are,  of  course,  a  tonic  for  the  real 
economy  and  especially  soothing  to  the  Street. 
But  the  real  structural  causes  of  declining 
American  competitiveness  and  slow  growth 
antedate  the  war  and  will  not  be  cured  by  an 
early  peace. 

This  recession  will  be  difficult  to  surmount 
for  several  reasons.  Deficit  spending  has  be- 
come an  addiction,  rather  than  being  saved  for 
use  as  a  periodic  injection  in  hard  times.  The 
war  increases  the  1991  deficit  by  about  $100 
billion.  As  a  tool  of  recovery,  additional  fiscal 
stimulus  is  simply  not  available.  Likewise,  giv- 
en our  dependence  on  foreign  borrowing,  there 
are  limits  to  how  much  the  Federal  Reserve 
can  ease  credit  without  frightening  away  for- 
eign buyers  of  Treasury  paper.  Supposedly,  an 
export  boom  will  rescue  us,  but  with  the  econ- 
omies of  Europe  and  Japan  slowing,  it's  hard 
to  believe  that  exports  will  be  strong  enough 
to  power  a  recovery.  In  fact,  the  export- 
growth  rate  has  been  slowing.  In  constant  dol- 
lars, exports  increased  by  over  $80  billion  in 
1988,  by  less  than  $40  billion  last  year,  and  will 
rise  by  perhaps  $30  billion — about  half  of  one 
percent  of  gross  national  product — this  year. 
new  jobs.  But  if  fiscal  and  monetary  stimuli 
are  not  available,  and  exports  are  no  panacea, 
what — if  anything — can  we  do?  The  most  sen- 
sible recovery  idea  I  have  heard,  and  perhaps 
the  only  feasible  one,  comes  from  two  think 
tanks.  Interestingly  enough,  one  is  quite  avow- 
edly liberal,  the  other  somewhat  conservative. 
The  idea  is  an  "investment-led  recovery." 

The  liberal  version,  promoted  by  the  Eco- 
nomic Policy  Institute,  calls  for  a  substantial 
increase  in  public  infrastructure.  The  EPI,  cit- 
ing work  by  economists  Alicia  H.  Munnell  and 
David  Aschauer,  notes  that  nonmilitary  public 
investment  fell  in  the  1980s  to  a  rate  half  that 


of  the  1970s  and  just  one-fourth  that  of  the 
1950s  and  1960s.  The  epi's  Jeff  Faux  observes 
that  public  investment — financed  presumably 
by  dedicated  taxes — would  attack  the  backlog 
of  rotting  roads,  bridges,  subways,  runways 
and  environmental  projects.  That,  in  turn 
would  create  new  jobs  and  markets  for  mostly 
domestic  goods  and  services  and  stimulate 
new  technologies.  Aschauer  calculates  that  if 
public  investment  had  stayed  at  its  historic 
levels  in  the  1980s,  private-sector  productivity 
growth  would  have  been  507'  higher. 

The  more  Republican-oriented  Economic 
Strategy  Institute  offers  a  variation  on  the 
same  theme  but,  fittingly  enough,  one  that 
relies  on  the  private  sector.  The  ESl's  presi- 
dent, Clyde  V.  Prestowitz,  calls  for  tax  and 
regulatory  changes  that  would  encourage  utili 
ties  and  telephone  companies,  which  are  cur- 
rently sitting  on  huge  pools  of  cash,  to  invest 
their  money  in  modernization  of  privately 
owned  public  infrastructure.  The  utilities  and 
the  Baby  Bells,  notes  Prestowitz,  have  liquid 
assets  of  close  to  $100  billion.  Instead  of  allow- 
ing U.  S.  regulatory  constraints  to  drive  them 
to  buy  up  telecom  companies  abroad, 
Prestowitz  wants  the  Baby  Bells  to  invest  in  a 
state-of-the-art  optical-fiber  grid  for  the  U.  S. 
cash-rich.  Encouraging  the  Baby  Bells  to 
make  such  an  investment  would  require  liber- 
alizing both  depreciation  allowances  and  regu- 
lations that  currently  prohibit  local  operating 
companies  from  offering  consumer  services 
such  as  cable  TV  and  videotext.  Prestowitz  also 
proposes  changes  in  depreciation  rules  to  en- 
courage cash-rich  electrical  utilities  to  invest  in 
a  new  generation  of  energy-efficient  generat- 
ing capacity.  Both  of  these  initiatives  would 
stimulate  the  economy  macroeconomically  and 
at  the  same  time  use  advanced  technology  to 
upgrade  the  infrastructure. 

The  last  time  the  economy  blasted  out  of 
recession  on  an  investment-led  recovery  was  in 
1941.  Then,  the  investment  went  mostly  for 
war.  Even  so,  it  wiped  out  unemployment,  in- 
creased civilian  purchasing  power  by  50%,  and 
powered  a  whole  generation  of  technical  learn- 
ing. World  War  II,  at  its  peak,  spent  upwards 
of  one-third  of  GNP.  The  Persian  Gulf  war,  by 
contrast,  is  costing  less  than  2%  of  GNP,  and 
there  is  not  much  technological  spillover  from 
the  Stealth  bomber  or  the  Patriot  missile. 

We  ought  to  be  able  to  gain  the  economic 
stimulus  of  wartime  investment  without  World 
War  III.  The  solution  is  to  eliminate  the  mili- 
tary middleman  and  put  the  capital  into  civil- 
ian infrastructure  in  the  first  place.  It's  heart- 
ening to  see  both  liberals  and  conservatives 
wrestling  with  versions  of  this  basic,  good 
idea.  a 
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LEASING  A  VOLVO  ALSO  HELPS 
ABSORB  AN  ECONOMIC  CRUNCH. 


36 -MONTH  LEASE* 


Thanks  to  factory- 
assisted  rates,  you  can 
now  lease  any  1991 
Volvo  and  make  re- 
markably low  monthly 
payments  for  three 
years  or  less* 

What  s  even  more 
remarkable,  is  whats 
included  in  this  low 
monthly  payment 
Three  years  of  On  Call? 
Volvos  24-hour  road- 
side assistance  service. 
And  a  bumper-to- 
bumper  warranty  that's 
good  for  three  years 
or  50,000  miles.** 

See  your  dealer  today. 
With  all  he  has  to  offer, 
the  economics  of  leasing 
a  Volvo  could  hardly  be 
more  economical. 

VOLVO 

A  car  you  can  believe  in. 


*339/M0NTH 


36 -MONTH  LEASE* 


'399/MONTH 


36 -MONTH  LEASE* 


NW  VOl  VO  FINANCE  NORTH  AMERICA.  INC 


ANNOUNCING  FACTORY-ASSISTED  LEASE  RATES  ON  SHORT-TERM  LEASES. 

•Offered  by  participating  Volvo  dealers  to  qualified  and  approved  customers  through  March  31.  1991  Subject  to  availability  All  vehicles  may  not  be  in  current  dealer  stock,  and  may  require  ordering  through 
importer  and  or  manufacturer  Customer  must  lake  delivery  by  April'.  1991.  or  order  out  of  stock  models  h\  February  ».  IWI.  to  qualify  for  these  factory-assisted  rales  Dealer  prices  may  vary  Prices  based  on 
closed-end  lease  for  new  1991  models  Eor  example,  a  16-monlh  lease  of  a  244  DLA  sedan  would  require  .16  payments  of  $269.  totalling  $9.6X4  16  monthly  payments  of  $119  lor  the  744A  would  be  $i:.:04 
16  monthly  payments  of  $199  for  the  944  OLE  would  be  $14,164  Customer  responsible  for  $4 so  documentation  lee.  insurance,  taxes,  license  and  registration  fees  15  cents  per  mile  over  15,000  miles  per  year 
I  essee  responsible  for  maintenance  and  repair  not  covered  by  warranty  as  well  as  abnormal  wear  and  tear.  Option  to  purchase  at  end  of  lease  at  price  equal  to  fair  wholesale  market  value  based  on  NADA  USED 
CAR  GUIDE  See  your  Volvo  dealer  for  complete  details  Su'biect  to  availability  and  jppiool  b>  Volvo  f  inance  North  America,  Inc  "Whichever  comes  first  Limned  warranty,  see  dealer  for  terms  and 
conditions  'On  Call*  is  offered  in  cooperation  with  Amoco  Motor  Club  See  your  dealer  for  details  and  limitations 


SIEMENS 


1874.  That  was  then. 


Braving  a  hostile  ocean,  the  men  of  the  Faraday  laid  the  first  transatlantic  cable  between 
Ireland  and  America.  That  cable  was  manufactured  Dy  Siemens.  It  could  carry  22  messages 
at  one  time,  and  it  carried  the  world  into  a  new  era  of  communications. 


C  Siemens  w?*wa'i.v 


1991.  This  is  now. 


The  digital  telephone  switch  Siemens  manufactures  today  can  handle  up  to  1.000.000 
calls  in  a  single  hour  It  can  even  carry  voice,  data  and  text  simultaneously  on  a  single 
phone  line.  Of  course,  this  telecommunications  equipment  is  only  one  of  the  many  preci- 
sion technologies  made  by  the  10,000  Siemens  employees  who  work  at  60  U.S.  manufac- 
turing sites.  And  they're  only  part  of  the  35,000  men  and  women  who  work  nationwide  to 
help  Siemens  remain  a  leader  in  the  thinking  that  produces  innovative  technologies. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '90.  Box  8003T,  Trenton.  New  Jersey  08650 


Automation  Automotive  Electronics  Electronic  Components  Energy  Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 


Economic  Trends 


BY  GENE  KORETZ 


AN  EXPORT-LED 
RECOVERY?  DON'T 
HOLD  YOUR  BREATH 

A trade  surplus  with  Europe  last 
year,  the  decline  in  the  dollar,  and 
some  recent  positive  trade  numbers  are 
raising  hopes  that  a  buoyant  external 
sector  will  help  foster  a  near-term  eco- 
nomic upturn.  A  growing  number  of 
economists,  however,  are  skeptical  about 
the  chances  of  an  export-led  recovery. 

Economists  Richard  B.  Hoey  and  Hel- 
en Hotchkiss  of  Barclays  de  Zoete  Wedd 
Inc.  point  out,  for  example,  that  U.  S. 
export  growth  has  actually  .been  slowing 
steadily  (chart).  They  note  that  though 


U.S.  EXPORTS: 
GROWTH  IS  STILL  SLOWING 


-10-1  1  1  1  1  1  1  

'84      '85      '86      '87      '88      '89      '90  '91 
▲  PERCENT  CHANGE  FROM  YEAR  EARLIER  QUARTER 

DATA:  COMMERCE  DEPT.,  BARCLAYS  DE  ZOETE  WEDD  LTD 

real  exports  expanded  by  a  respectable 
7.6$  last  year,  most  of  the  growth  oc- 
curred in  the  first  quarter,  with  the  pace 
falling  to  only  4.37'  through  the  rest  of 
1990.  Indeed,  without  a  fourth-quarter 
surge  in  oil  and  chemical  exports  related 
to  overseas  demand  sparked  by  the  gulf 
war,  real  exports  would  have  crept  up  at 
a  minuscule  1.8%  annual  rate  during  the 
final  three  quarters  of  the  year. 

Writing  in  Citibank's  Economic  Week, 
economist  Sandy  Batten  observes  that 
exports  account  for  only  15'/  of  Ameri- 
ca's gross  national  product.  Further,  he 
doesn't  see  "any  combination  of  coun- 
tries that  will  suddenly  want  to  buy  a 
great  deal  more  from  the  U.  S.  in  1991." 

The  Anglo-Saxon  countries — principal- 
ly Canada  and  Britain,  which  together 
import  28'  <  of  U.  S.  exports — are  in  re- 
cession, Batten  notes.  Most  nonoil-pro- 
ducing  developing  countries,  which  ac- 
count for  a  further  227  of  exports,  have 
been  battered  by  domestic  austerity  pro- 
grams, an  inability  to  borrow  overseas, 
and  the  impact  of  soaring  oil  prices.  The 
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once-buoyant  newly  industrialized  coun- 
tries of  the  Pacific  Rim  are  losing  steam. 
And  many  Western  European  countries 
are  slowing  sharply  in  the  wake  of  Ger- 
many's tight  monetary  regime. 

Even  if  the  world's  two  healthiest 
economies,  Japan  and  Germany,  remain 
robust,  Batten  calculates  they  would 
have  to  boost  their  appetites  for  U.  S. 
goods  by  387'  in  real  terms  this  year  to 
generate  a  17  rise  in  America's  GNP. 
"Since  both  countries  have  adopted  re- 
strictive monetary  policies,  and  Japan's 
growth  is  already  decelerating,"  he  says, 
"their  demand  for  U.  S.  goods  is  more 
likely  to  fall  than  rise."  In  fact,  U.  S. 
exports  to  Germany  have  slowed  lately. 

The  upshot:  U.  S.  export  growth  in  the 
months  ahead  is  likely  to  be  sluggish. 
However,  the  trade  deficit  is  almost  cer- 
tain to  shrink  at  the  same  time,  since 
America's  far  larger  volume  of  imports 
has  been  slowing  even  more  sharply 
than  its  exports.  "Because  the  import 
slowdown  reflects  slack  demand  for  all 
goods,  foreign  and  domestic,  the  net  pos- 
itive effect  on  the  economy  is  likely  to  be 
negligible,"  says  Batten. 

Indeed,  Hoey  believes  that  sluggish 
export  growth  will  not  only  tend  to  mod- 
erate the  economic  upturn  he  expects 
later  this  year,  but  will  be  initially  offset 
by  an  import  surge  as  domestic  demand 
recovers. 


PEOPLE  SEEM  TO  BE 

SITTING  ON 

A  PILE  OF  CASH  . . . 

The  public  is  exhibiting  a  strange  in- 
fatuation with  paper  money.  After 
expanding  by  a  near-record  10.87  in 
1990,  currency  in  circulation  has  explod- 
ed in  1991,  rising  at  a  heady  267  annual 
pace  in  the  first  six  weeks  of  the  year. 

Ordinarily,  a  surge  in  people's  cash 
holdings  implies  a  need  to  fund  a  rising 
tide  of  purchases.  The  most  striking  as- 
pect of  the  recent  sharp  growth  in  cur- 
rency in  circulation,  however,  is  that  it 
has  occurred  at  a  time  when  consumers 
have  actually  curtailed  their  spending. 

One  possible  reason  for  this  develop- 
ment, speculates  economist  William  E. 
Sullivan  Jr.  of  Dean  Witter  Reynolds 
Inc.,  is  that  the  Persian  Gulf  crisis  may 
have  increased  foreigners'  desire  to  hold 
dollars.  But  Sullivan  believes  a  more 
likely  explanation  is  that  Americans  are 
worried  about  the  safety  of  their  depos- 
its in  thrifts,  commercial  banks,  and 
credit  unions  and  are  choosing  to  hold 
their  savings  in  the  form  of  cash. 

"The  unusual  behavior  of  money  in 
circulation,"  he  says,  "suggests  that  the 
much-publicized  troubles  of  the  banking 


system  have  had  a  significant  negative 
impact  on  consumer  psychology,  whicrj 
does  not  bode  well  for  a  near-term  pick  j 
up  in  consumer  spending." 


. . .  AND  THAT'S  MAKING 
IT  HARD  FOR  BANKS 
TO  RESUME  LENDING 


HOW  LOWER  INTEREST 
RATES  HIT  CONSUMERS 
IN  THE  WALLET   

Although  the  recent  decline  in  inter- 
est rates  may  be  providing  consum- 
ers with  capital  gains  on  their  stock 
holdings,  it  isn't  bolstering  their  in- 
comes. Economists  at  Goldman,  Sachs  & 
Co.  estimate  that  each  percentage-point 
drop  in  rates  reduces  household  interest 
costs  by  about  $7  billion  a  year,  mainly 
via  adjustable-rate  mortgages  and  home- 
equity  loans.  But  it  also  reduces  interest 
income  from  money-market  deposit  ac- 
counts and  other  interest-sensitive  as- 
sets by  about  $15  billion,  so  the  net  in- 
come effect  is  clearly  negative.  a 

ECONOMIC  TRENDS  { 


Whatever  its  cause,  the  cash  explo- 
sion seems  to  be  complicating  the 
conduct  of  monetary  policy.  For  one 
thing,  it  may  explain  why  the  federal 
funds  rate — the  overnight  cost  of  money 
to  banks  that  must  borrow  from  each 
other  to  meet  reserve  requirements — ac- 
tually hit  107  several  times  in  late  Janu- 
ary, even  as  the  Federal  Reserve  Board 
was  trying  to  lower  it  to  6% 7. 

Says  Lacy  Hunt  of  the  Hongkong 
Bank  group:  "Currency  on  hand  is 
counted  as  reserves,  and  banks  that 
were  caught  short  by  a  smaller-than-ex- 
pected  return  flow  of  cash  would  have 
had  to  borrow  more  funds  to  fulfill  re- 
serve requirements.  That  demand  may 
have  pushed  up  the  funds  rate." 

More  important,  the  currency  surge 
implies  that  the  recent  pickup  in  the  M2 
money  supply  isn't  promoting  the  expan- 1 
sion  of  credit  use  the  Fed  is  seeking. 
Some  897  of  the  rise  in  M2  so  far  this 
year  reflects  growth  of  currency  in  cir- 
culation and  inflows  to  money-market 
funds.  But  cash  in  the  hands  of  the  pub- 
lie  and  money-market  funds  are  outside 
the  banking  system  and  thus  can't  allevi- 
ate the  banks'  funding  problems  or  in- 
crease their  willingness  to  make  loans. 

"Until  sustained  M2  growth  spreads 
to  components  like  small  CDs,  money- 
market  deposit  accounts,  and  demand 
deposits,"  says  Bruce  Steinberg  of  Mer- 
rill Lynch  &  Co.,  "the  threat  of  a  credit 
crunch  will  haunt  the  economy." 
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Don't  make  a  move  with  your  laptop,  unless 
you  have  a  Kodak  Diconix  printer  too. 
What  if  you  need  a  sudden  revision?  A  quick 
letter?  An  instant  overhead? 

Just  think  of  all  the  things  you  can  do  if  you  carry 

a  printer  with  your  laptop.  Those  last-minute 
Ik   improvements  on  the  presentation.  And  the  letters 
md  reports  that  could  be  on  their  way  right 
now.  Then  there's  the  sheer  convenience  of  being 
able  to  read  what  you  write  before  you  get 
back  to  the  office. 

It's  all  easy  if  you  have  a  Kodak 
Diconix  printer.  The  150  plus  for  DOS 
computers,  or  the  M 150  plus,  with  Adobe 
Type  Manager'" software,  tor  Macintosh 
computers.  They're  easy  to  carry  and  produce 
Hp  quality  output  on  plain  paper.  Two  of  the 

world's  smallest,  lightest,  quietest  printers,  neither 
one  takes  up  much  room  in  your 
saddle  bags.  Tor  the  name  of  your 
nearest  dealer  in  the  U.S.  or 
Canada,  call  I  800  344-0006, 
Ext.  405. 
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It  has  always  been  good  business  to  appear  in  Business  Week's 
Annual  Report  Directory. 

Now  more  than  ever  Business  Week  can  help  you  reach  the  great- 
est number  of  potential  investors  at  the  lowest  possible  cost. 

TAKE  ADVANTAGE  OF  FOUR  NEW  OPTIONS 

■  In  addition  to  1/8  and  1/4  page  listings,  Business  Week  will 
accept  1/2  or  full  page  display  ads. 

■  When  you  place  a  1  /2  or  full  page  ad  in  this  Directory,  you  will 
receive  text  of  equal  size. 

■  This  year,  for  the  first  time,  every  advertiser  will  be  assigned  an 
800  number. 

■  In  addition,  as  in  the  past,  Business  Week  will  provide  a  Reader 
Service  Card  at  no  extra  charge. 

Make  the  most  of  your  Annual  Report.  Whether  you  choose  a 
listing  only,  or  listing  plus  ad  and  text,  your  participation  in 
Business  Week's  Annual  Report  Directory  helps  to  fully  realize 
the  investment  your  company  has  made  in  its  Annual  Report. 

FOR  MORE  INFORMATION,  PLEASE  CALL 

Barbara  J.  Daly,  Project  Manager 
Strategic  Marketing  Group 
(212)  512-6664 
or  your  local  Business  Week  representative. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


POSTWAR  EUPHORIA  WILL  HELP 
IUT  IT  MAY  NOT  BE  ENOUGH 


If  you  want  to  know  why  American  consumers  and 
businesses  are  in  such  a  funk  these  days,  don't  look 
toward  the  Mideast.  Look  at  consumer  incomes  and 
rporate  profits  here  in  the  U.  S.  The  sad  state  of  both 
ly  be  saying  volumes  about  the  outlook.  If  consumers 
n't  have  the  cash  to  put  down  on  a  new  car,  or  if  a 
siness  can't  afford  that  new  piece  of  machinery,  then 
u  can  kiss  off  the  economy's  peace  rebound. 

Pocketbook  issues  have  been 
the  driving  force  in  all  previous 
recessions  and  recoveries.  Now 
that  peace  in  the  gulf  is  finally 
a  tangible  commodity,  these 
fundamentals  will  quickly  re- 
sume their  proper  place  in  the 
analysis  of  this  downturn. 

On  that  front,  consider  the 
following:  Consumer  income — 
at  least  what's  left  after  infla- 
tion and  taxes — is  well  on  its 
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iy  toward  a  third  consecutive  quarterly  decline.  And 
t  only  did  corporate  profits  fall  in  the  fourth  quarter 
last  year  but  also  business'  efficiency  at  generating 
rnings  continued  to  deteriorate,  signaled  by  further 
)sion  of  profit  margins. 

rhe  recession  will  keep  the  squeeze  on  corporate  earn- 
£S  in  the  first  half  of  1991,  and  until  the  labor  market 
gins  to  firm  up,  consumers  can  expect  little  in  the  way 
income  gains.  Those  are  poor  underpinnings  for  con- 
mer  and  capital  spending,  which  generate  more  than 
'ee-fourths  of  the  economy's  overall  demand. 

>EOPLE  SAY  Consumers  are  heading  into  spring  with 
OBSARE  little  more  than  faith — and  not  much  of 
HARD  it — that  things  will  get  better.  Consumer 
0  GET  confidence  rose  slightly  in  February  but 
rdly  enough  to  signal  a  shift  toward  optimism  (chart), 
e  Conference  Board's  index  gained  2.6  points  to  57.7, 
t  it  had  dropped  sharply  in  January  to  a  10-year  low. 
rhe  index  is  likely  to  rise  further  in  March,  since  the 
If  war  played  a  big  role  in  the  January  decline,  but 
ire  are  issues  other  than  war  and  higher  fuel  bills.  The 
nference  Board  said  that  consumers  continued  to  ex- 
?ss  considerable  concern  about  jobs.  More  than  a  third 
those  surveyed  complained  that  jobs  were  "hard  to 
t."  That  figure  has  risen  steadily  during  the  past  year. 
Worry  over  jobs  and  incomes  is  an  important  reason 
iy  car  buying  remains  so  weak.  Sales  of  domestically 
ide  automobiles  in  mid-February  came  in  at  an  annual 
:e  of  only  6  million,  little  changed  from  6.2  million 
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early  in  the  month  and  from  5.9  million  during  January. 

Moreover,  the  recent  drop  in  energy  prices  will  provide 
only  a  small  boost  to  purchasing  power,  because  the 
surge  in  energy  prices  last  year  did  less  damage  to 
incomes  after  taxes  and  inflation  than  one  might  think. 
BUSINESS  WEEK  calculates  that  higher  prices  for  gaso- 
line and  fuels  accounted  for  slightly  less  than  a  third  of 
the  drop  in  real  disposable  income  since  last  July.  Higher 
taxes,  inflation  for  other  goods  and  services,  and  the 
recession  caused  the  rest  of  the  deterioration. 

That  suggests  that  a  decline 
in  energy  prices  back  to  their 
prewar  levels  of  July,  1990,  tak- 
en by  itself,  would  give  real  in- 
come a  boost  of  about  2.3  per- 
centage points,  measured  at  an 
annual  rate  from  December  to 
June.  But  offsetting  that  mod- 
est gain  will  be  the  erosion  of 
real  income  by  higher  taxes, 
stubborn  nonenergy  inflation, 
and  the  slowdown  in  overall  in- 
come growth  because  of  layoffs  and  smaller  pay  gains. 

In  the  44-year  history  of  the  data,  real  aftertax  income 
has  never  declined  for  three  consecutive  quarters.  But 
after  losses  in  the  third  and  fourth  quarters,  such  an 
event  seems  likely,  given  the  poor  showing  of  incomes  in 
January.  Happening  when  consumers  are  heavily  in  debt 
and  savings  are  unusually  low,  that  would  virtually  pre- 
clude a  consumer-led  economic  rebound  this  spring. 

COMPANY      Corporate  America's  bottom  line  doesn't 
EARNINGS      look  any  better.  The  Commerce  Dept.'s 
ARE  BEING     revisions  to  fourth-quarter  gross  national 
STRAFED       product  showed  a  2%  drop  in  real  GNP, 
barely  changed  from  the  first  reported  decline  of  2.1%. 
The  numbers  suggest  that  operating  profits  fell  below 
their  year-ago  levels  for  the  eighth  consecutive  quarter. 

Based  on  BUSINESS  WEEK  estimates  from  Commerce's 
data,  book  profits  fell  1%  from  the  third  quarter  to  the 
fourth  quarter,  to  an  annual  rate  of  $315  billion.  Wash- 
ington will  release  its  profits  report  on  Mar.  27.  Last 
quarter's  earnings  would  have  been  lower  had  it  not 
been  for  price-related  gains  in  inventory  profits  racked 
up  by  the  oil  companies.  After  adjusting  for  inventories 
and  depreciation  allowances,  operating  profits  appear  to 
have  dropped  an  even  steeper  3%,  to  $291  billion. 

Shrinking  profits  are  bad  enough,  but  deteriorating 
margins  are  compounding  the  problem  (chart).  Profits  of 
nonfinancial  businesses  on  each  unit  of  output  fell  last 
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quarter  to  an  estimated  7%,  the  lowest  margin  in  nearly 
seven  years.  The  drop  reflects  not  only  weakening  prices 
and  volume  but  rising  costs  as  well. 

In  particular,  unit  labor  costs  in  many  service  indus- 
tries are  rising  faster  than  prices.  That  could  mean  fur- 
ther layoffs  in  services  in  coming  months  as  companies 
try  to  cope — and  more  downward  pressure  on  incomes. 

The  story  in  manufacturing  is  a  little  different.  Al- 
though the  recession  has  hammered  factory  profits, 
manufacturing  companies  have  maintained  healthy  mar- 
gins. They  have  been  trimming  payrolls  for  two  years  in 
an  effort  to  cut  labor  costs.  So  despite  the  lack  of  pricing 
power  for  goods  generally,  unit  labor  costs  are  growing 
slower  than  prices.  When  the  recovery  finally  does  get 
under  way,  factories  are  poised  to  reap  better  earnings. 


CAPITAL 
SPENDING 
IS  MIRED 
DOWN 


The  slump  in  profits  is  cutting  into  corpo- 
rate cash  flow  at  a  time  when  banks  are 
increasingly  unwilling  to  make  loans.  The 
lack  of  funds  is  a  big  reason  why  capital 
spending  won't  pull  this  economy  out  of  the  recession. 

Business  capital  budgets  are  expected  to  rise  by  2.4% 
in  1991 — or  almost  no  gain  after  price  adjustments.  And 
most  of  the  increase  was  planned  for  this  quarter.  Sec- 
ond-half spending  was  slated  to  fall. 

Those  plans  may  end  up  even  more  downbeat.  Con- 
sumer demand  remains  weak,  and  an  increasing  amount 
of  existing  capacity  stands  idle.  So,  companies  have  little 
reason  to  invest  in  new  plants  and  equipment  right  now. 
Plus,  some  businesses  undoubtedly  delayed  new  projects 
amid  the  economic  uncertainty  surrounding  the  war. 

That  means  capital  spending  is  likely  to  be  weaker 
than  expected  this  quarter,  but  the  downward  trend  in 
durable-goods  manufacturing  suggests  that  any  rebound 
will  be  slight.  New  orders  for  durable  goods  fell  by  0.7% 
in  January,  to  $118.5  billion — the  fourth  decline  in  six 
months.  Orders  since  November  are  running  7%  below 
the  average  of  the  previous  three  months. 


Bookings  for  nondefense  capital  goods — a  signal  ol 
future  plant  and  equipment  spending — plunged  8.4%  ir 
January.  And  shipments  of  nondefense  capital  goods 
an  indicator  of  current  capital  outlays — are  also  lacklus 
ter.  They  fell  0.8%>  in  January,  and  began  the  first  quar 
ter  at  an  annual  rate  of  3.2%  below  their  fourth-quartei 
average,  before  price  adjustments.  That  suggests  thai 
equipment  investment  could  decline  this  quarter 

The  sag  in  new  demand  is  cutting  the  backlog  ol 
orders.  Unfilled  orders  slipped  by  0.1%  in  January,  de- 
spite a  gain  in  aircraft.  In  fact,  transportation  equipment 
has  kept  the  backlog  above  its  year-ago  levels.  But  ex 
eluding  those  industries,  unfilled  orders  have  been  drift 
ing  lower  since  1989  (chart).  Without  a  pickup  in  demand 
manufacturers  will  continue  to  cut  output  and  jobs. 

The  weakness  in  hardgoods 
dims  the  outlook  for  equipment 
spending.  And  the  other  part  of 
capital  investment,  construction 
is  in  serious  trouble.  The  glut  in 
office  and  retail  space  and  fall 
ing  operating  rates  for  factories 
mean  that  companies  have  little 
interest  in  new  buildings. 

Contracts  for  new  construe 
tion  fell  0.8%  in  January,  ac 
cording  to  F.  W.  Dodge  Group 
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a  unit  of  McGraw-Hill  Inc.  Public  works  advanced  by 
17%,  but  private  spending  was  weak.  Homebuilding  sank 
by  17",  and  nonresidential  building  was  off  by  1%.  Febru 
ary  and  March  are  unlikely  to  bring  better  news  on  the 
construction  front.  The  building  sector  will  remain  one  of 
the  most  intractable  drags  on  this  economy. 

With  the  fundamentals  of  consumer  and  capital  spend 
ing  so  downbeat,  peace  in  the  gulf  seems  unlikely  to 
provide  anything  more  than  a  fleeting  fillip  for  a  sag 
ging  economy.  In  fact,  it  will  probably  refocus  attention 
on  just  how  bad  the  economy's  problems  really  are. 


NEW  SINGLE-FAMILY  HOME  SALES   

Monday,  Mar.  4,  10  a.m. 
New-home  sales  likely  fell  to  an  annual 
rate  of  450,000  in  January,  after  drop- 
ping by  6.77'  in  December  to  a  463,000 
clip,  say  economists  polled  by  McGraw- 
Hill  Inc.'s  MMS  International  unit.  The 
decline  is  suggested  by  the  plunge  in 
housing  starts  and  the  dip  in  consumer 
confidence  in  January.  Also,  tighter 
banking  requirements  are  making  it 
tougher  for  buyers,  especially  first-time 
purchasers,  to  qualify  for  mortgages. 

FACTORY  INVENTORIES  

Tuesday,  Mar.  5,  10  a.m. 
Manufacturers   probably   pared  inven- 
tories by  about  0.2%  in  January  to  keep 


stockpiles  more  in  line  with  sagging  de- 
mand. In  December,  factory  inventories 
were  cut  by  0.87 — the  largest  monthly 
decline  in  five  years.  Factory  orders 
probably  fell  by  about  1%  in  January, 
after  no  change  in  December.  Durable 
goods  makers  have  already  reported  a 
0.7%  drop  for  the  month. 

INSTALLMENT  CREDIT  

Thursday,  Mar.  7 

The  MMS  economists  expect  that  consum- 
er credit  showed  little  change  in  Janu- 
ary. In  December,  debt  fell  by  $1.4  bil- 
lion, the  first  drop  since  early  1989.  Auto 
financing  has  been  sluggish  since  last 
spring,  the  result  of  weak  car  sales.  But 
now,  consumers  are  cutting  their  use  of 
revolving  debt,  including  credit  cards,  in 


an  attempt  to  bolster  household  balance 
sheets.  In  December,  revolving  credit 
dropped  by  $1.2  billion. 

EMPLOYMENT 


Friday,  Mar.  8,  8:30  a.m. 
Nonfarm  payrolls  likely  dropped  by 
100,000  jobs  in  February,  according  to 
the  MMS  survey.  But  even  the  most  opti- 
mistic forecaster  expects  only  a  paltry 
gain  of  about  25,000.  That  doesn't  begin 
to  offset  the  232,000  jobs  lost  in  January 
or  the  million  workers  laid  off  since  last 
June.  The  MMS  economists  also  expect 
that  the  unemployment  rate  edged  up  to 
6.4%  last  month,  from  6.2%  in  January 
And  the  high  level  of  new  claims  for 
jobless  benefits  suggests  that  the  rate 
will  rise  further  in  coming  months. 
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Jeep  Cherokee  Laredo. 

Now,  through  March  31,  1991,  you  can 
lease  a  Jeep  Cherokee  Laredo  with  a  4.0 
litre  190  horsepower  engine  for  the  spe- 
cial rate  of  $299  a  month.  Price  is  based  on 
MSRP  of  Jeep  Cherokee  Laredo  four-door 
four-wheel  drive  model  including  auto- 
matic transmission,  air  conditioning,  and 
destination  charges.  Excludes  title,  taxes, 
and  other  options.  Monthly  payment 
shown  is  for  qualified  lessees  through 

There's  Only  One  Jeep.. 
Advantage:  Chrysler 


Chrysler  Credit  Corporation.  Offer  avail- 
able on  select  1991  vehicles.  Chrysler  will 
provide  $700  cash  to  the  consumer  for  use 
toward  down  payment.  Payment  depends 
on  actual  dealer  price  and  equipment 
level  of  vehicle.  Customer  must  take  from 
dealer  stock.  Option  to  purchase  at  lease 
end  must  be  negotiated  with  dealer  at 
lease  inception.  There  is  a  penalty  for  ex- 
cessive wear  and  tear.  See  participating 
dealer  for  details.  For  more  information, 
calll-800-JEEP-EAGLE. 


*Advantage  Gold  Key  Lease  Details  Term  48  months,  1st  Payment  $299,  Down  Payment  $1,890,  Refundable  Security  Deposit  $325,  Advantage  Gold  Key 
CREDIT         Lease  Cash  Provided  $700,  Total  Cash  in  Advance  $3,214,  Total  Allowable  Miles  60,000,  Excess  Miles  (over  60,000)  .08/mile.  Total  Payments  $14,352. 
eep  is  a  registered  trademark  of  Chrysler  Corporation.  Buckle  up  for  safety. 
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A  STABLE  MIDEAST  WILL  BE  HARDER  TO  ACHIEVE  THAN  MILITARY  VICTORY 


ijfor 
its 
Ion? < 
raqi  • 


nal 


I 'I 


m 


Hi  - 


BUSINESS  WEEK/MARCH  11.  1991 


COVER  STORY 


"Every  war  will  as- 
tonish you,"  Dwight 
D.  Eisenhower  once 
said.  And  so  the 
lightning  U.  S.-led 
military  victory  over 
Saddam  Hussein  will 
claim  its  place  in  his- 
ry  for  far  more  than  its  lopsided  outcome 
id  its  eerily  detached  destructiveness. 
long  with  the  unforgettable  images  of 
aqi  soldiers  surrendering  by  the  thou- 
nds,  Operation  Desert  Storm  will  be  re- 
embered  for  the  number  of  prewar  as- 
imptions  that  it  exploded  like  so  many 
ckets  in  the  night. 

The  vaunted  Iraqi  military  was  crushed 
a  100-hour  ground  assault  that  President 
ash  ordered  halted  on  Feb.  27,  declaring 
at  "our  military  objectives  are  met."  A 
Ltchwork  coalition,  including  the  U.  S.  and 


Arab  states,  defied  all  predictions  that  it 
would  fall  apart  as  soon  as  the  shooting 
started.  A  deadly,  high-tech  air  campaign 
defied  experts'  predictions  that  bombing 
couldn*t  cripple  dug-in  troops.  A  wave  of 
Iraqi-inspired  terrorist  attacks  never  mate- 
rialized. Nor  did  predicted  pro-Iraqi  up- 
heaval throughout  the  Moslem  world.  The 
minuscule  casualty  toll  for  U.  S.-led 
forces — just  79  Americans  died  in  Opera- 
tion Desert  Storm 
through  Feb.  27 — was 
less  than  one-tenth  of 
even  the  most  optimis- 
tic projections. 

With  the  clean,  quick 
success,  President  Bush 
made  good  on  his  boast 
that  the  gulf  war  would 
not  reprise  Vietnam.  In 
his  moment  of  triumph, 


I  'This  war  is  now  behind  us. 
head  is  the  difficult  task  of  securing 
potentially  historic  peace' 


G.l.'s  PASS  A  BOMBED-OUT  IRAQI  TANK:  U.S.-LED  FORCES  MAY 
IVE  TO  POLICE  A  SOUTHERN  IRAQ  RIFE  WITH  DISEASE  AND  UNREST 


the  President  drew  on  burgeoning  U.  S.  pa- 
triotism to  declare  the  dawn  of  "a  new 
American  century." 

So  much  for  war.  What  about  the  far 
more  difficult  task  of  winning  the  peace? 
If  the  President's  vaunted  "new  world  or- 
der" is  to  be  more  than  a  one-shot  rescue 
of  Saudi  and  Kuwaiti  autocrats,  Bush  must 
seal  his  military  triumph  by  improvising  a 
new  political  structure  for  the  war-torn 
Middle  East. 

The  task  is  daunting. 
The  region  is  riven  by 
ancient  animosities — 
between  Sunni  and  Shi- 
ite,  between  secular 
and  religious  forces,  be- 
tween rich  and  poor,  be- 
tween Arab  and  Jew. 
Unless  the  structure  of 
a  durable  peace  can  be 
built,  the  region's 
scramble  for  ever  more 
deadly  arms  will  quick- 
ly resume  (page  28). 
And  the  new,  harder 
edge  to  relations  be- 
tween Washington  and 
Moscow  even  raises  the 
possibility  that  the  Mid- 
dle East  could  once 
again  become  a  caldron 
of  East-West  tensions 
(page  29).  "The  ques- 
tion," says  Michael 
Mandelbaum,  an  ana- 
lyst for  the  Council  on 
Foreign  Relations,  "is 
whether  this  war  is  go- 
ing to  shock  the  region 
out  of  its  pathological  political  culture." 

A  chilling  imponderable.  But  as  occupy- 
ing troops  begin  sifting  through  the  wreck- 
age of  a  liberated  Kuwait,  more  urgent 
tasks  face  the  coalition.  Five  hundred  oil 
wells  in  Kuwait  are  aflame  and  could  burn 
for  months.  Massive  U.  S.  bombing  has 
knocked  out  water  and  electricity  in  Ku- 
wait City  and  much  of  Iraq,  raising  the 
specter  of  epidemics.  The  Pentagon  tallied 
50,000  Iraqi  prisoners  of  war  before  the 
speed  of  the  roundup  swamped  the  count. 
Officials  say  the  total  could  hit  200,000.  Un- 
til it  can  repatriate  this  captive  army,  the 
coalition  must  find  a  way  to  feed  and  house 
the  defeated  enemy. 

war  crimes?  In  the  short  run,  Kuwait  will 
operate  under  martial  law.  The  U.  S.-led  al- 
liance may  also  be  forced  to  police  south- 
ern Iraq.  "If  people  are  dying  from  epidem- 
ics and  civil  unrest,  the  allies  could  lose  the 
peace  long  before  they  get  to  any  of  these 
longer-range  issues,"  says  former  State 
Dept.  official  Helmut  Sonnenfeldt. 

And  what  of  Saddam  Hussein?  If  the 
Iraqi  leader  survives  his  humiliating  brush 
with  modern  warfare,  will  Bush  extend  the 
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mandate  of  Operation  Desert  Storm  by  at- 
tempting to  try  him  for  war  crimes?  Will 
the  coalition  maintain  sanctions  on  a  de- 
feated Iraq  as  proposed  by  Secretary  of 
State  James  A.  Baker  III?  If  Saddam  re- 
mains in  power,  not  only  the  ability  of  the 
U.  S.  to  bring  troops  home  but  the  entire 
timetable  for  postwar  reconstruction  will 
be  on  hold.  "An  irredentist  Saddam  vastly 
complicates  the  postwar  picture,"  says  one 
senior  Administration  official. 
If  Saddam  is  toppled,  the  allies  would 


POSTWAR  PEACE  _ 

After  the  gulf  war  ends,  the  U.S.-led 
coalition  plans  these  steps  to  bolster 
regional  security: 


U.S.  and  allied  troops  withdraw  from 
southern  Iraq 


U.S.  troops  remain  in  Kuwait  for  three 
months  of  martial  law.  A  U.N. -Arab 
peacekeeping  force  replaces  them 


The  U.S.  draws  down  a  symbolic 
number  of  ground  forces  from  Saudi 
Arabia  at  the  war's  conclusion.  A  full 
drawdown  could  take  7  to  1 8  months 


The  U.S.  beefs  up  its  naval  and  air 
force  presence  in  the  region  and  leaves 
behind  enough  materiel  to  equip  an 
army  division  in  Saudi  Arabia 


Gulf  Cooperation  Council  states,  to- 
gether with  Egypt  and  possibly  Syria, 
forge  a  defense  pact  to  police  the  gulf 


face  a  different  set  of  problems.  The  Iraqi 
strongman  and  his  Baath  Socialist  Party 
are  the  only  political  forces  in  Baghdad. 
Any  post-Saddam  government  would  likely 
be  highly  unstable,  making  it  hard  for 
Washington  to  demobilize.  The  U.  S.  will 
begin  bringing  troops  home  soon  after  the 
main  military  campaign  is  over.  But,  says 
one  high-ranking  Western  diplomat  in  Sau- 
di Arabia,  U.  S.  forces  will  remain  in  the  re- 
gion for  a  minimum  of  seven  months  and 
might  stay  as  long  as  18.  Some  officials  be- 
lieve that  up  to  200,000  U.  S.  soldiers  will 
be  in  the  Middle  East  a  year  from  now. 

A  large,  continuing  U.  S.  troop  presence 
won't  please  America's  conservative  gulf 
allies,  especially  the  Saudis.  The  Bush  Ad- 
ministration is  already  debating  whether 
the  U.  S.  should  pack  up  and  come  home  as 
quickly  as  possible  or  plan  to  maintain 
ground  forces  in  the  region  for  the  foresee- 
able future. 

Despite  these  risks,  strategists  at  the 
National  Security  Council  and  the  State 
it.  see  the  victory  as  a  chance  to  end  12 


years  of  stalemate  in  the  region.  There's 
precedent  for  such  optimism.  It  was  the 
October,  1973,  Yom  Kippur  war  that  led  to 
rapprochement  between  Egypt  and  Israel 
and  ultimately  produced  the  Camp  David 
accords.  Administration  planners  sense 
that  the  war  with  Iraq  has  created  an  op- 
portunity to  parlay  the  settlement  into  con- 
structive change.  "You're  going  to  see  a 
new  equation  in  the  Middle  East,  with  radi- 
calism discredited  and  the  moderate  states 
playing  a  much  more  important  role,"  says 
a  Republican  political  adviser  with  close 
ties  to  Baker. 

That  thinking  seems  a  bit  romantic.  The 
Administration  is  working  from  a  less  lofty 
thesis:  By  organizing  the  Arab  world 
around  something  other  than  hatred  of  Is- 
rael and  by  saving  the  gulf  from  Saddam, 
Bush  and  Baker  can  now  draw 
the  blueprint  of  a  new  security 
and  economic  architecture  for  the 
region. 

Through  a  beefed-up  naval  and 
air  presence  in  the  gulf  and  his 
own  personal  diplomacy,  Bush 
will  try  to  coax  moderate  Arabs 
into  a  durable  alliance  that  could 
keep  the  peace  at  vastly  reduced 
levels  of  armaments.  The  new  de- 
fense arrangements  would  be 
based  on  the  existing  six-nation 
Gulf  Cooperation  Council,  with 
the  added  defense  muscle  of 
Egypt  and  the  support  of  the 
U.  S. 

Weaning  the  Arabs  from  their 
obsession  with  security  through 
arms  would  free  up  billions  of 
dollars  for  regional  reconstruc- 
tion and  narrow  the  gap  between 
Arab  haves  and  have-nots.  In 
mid-February,  the  GCC  promised 
to  set  up  a  $15  billion  develop- 
ment fund  to  assist  Egypt  and 
other  poor  Arab  states.  "If  the 
U.  S.  manages  things  skillfully, 
people  in  the  region  will  see  that 
aggression  doesn't  pay,"  says 
Marvin  Feuerwerger,  a  military 
strategist  at  the  Washington  In- 
stitute for  Near  East  Policy. 
big  influence.  Washington  also 
vows  to  tighten  controls  on  the 
spread  of  nuclear  technology  and 
chemical  and  biological  weapons 
to  the  Mideast.  And  some  State 
Dept.  planners  figure  that  re- 
ports of  Iraqi  atrocities  in  Kuwait 
will  prod  backers  of  Saddam  such 
as  Jordan  and  the  Palestinians  to 
disavow  their  allegiance  and 
move  toward  the  rich  Arab 
states. 

For  the  moment,  the  U.  S.  en- 
joys greater  political  influence  in 
the  Mideast  than  at  any  time 
since  World  War  II.  "What 


you've  got  is  a  group  of  countries  that  bet 
their  lives  on  cooperation  with  the  U.  S.," 
says  Gary  Sick,  a  former  National  Security 
Council  Mideast  specialist.  "You're  not  go- 
ing to  see  a  return  to  business  as  usual." 

But  the  U.  S.  still  must  struggle  against 
the  desire  of  Arab  states  to  restore  the  pre- 
Aug.  2  world.  And  relying  on  the  historical- 
ly timorous  GCC  to  keep  the  peace  is  a  dubi- 
ous proposition.  Says  Helmut  Hubel,  a 
Mideast  expert  at  Bonn's  German  Foreign 
Policy  Society:  "I  wouldn't  speak  of  a  post- 
war peace  order,  because  the  basic  condi- 
tions for  order  aren't  there." 

The  economic  landscape  of  the  region  is 
no  more  promising.  Baker  hopes  to  trans- 
fer wealth  from  oil  states  to  their  less  for- 
tunate neighbors.  But  Kuwait  faces  a  re- 
construction bill  of  as  much  as  $100  billion. 
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■  If  Hussein  remains  in  power,  th 
entire  timetable  for  reconstruction! 
will  be  put  on  hold.  If  he  is  toppled 
any  post-Saddam  government  is 
likely  to  be  highly  unstable 
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le  Saudis  are  already  borrowing  to  fund 
ssert  Storm,  and  even  a  brief  dip  in  oil 
ices  (page  37)  could  hobble  King  Fahd's 
lility  to  help.  "If  you  really  want  to  see 
e  Saudis  turn  purple  and  begin  to  choke, 
2ntion  their  duty  to  redistribute  income 
the  Arab  world,"  says  a  high-ranking 
estern  diplomat  in  Riyadh. 
At  best,  aid  to  the  poorer  Arab  states 
11  be  highly  selective.  Egypt  and  Syria 
11  be  rewarded  for  their  help.  But  no  one 
willing  to  aid  Jordan,  Yemen,  Sudan,  or 
e  Palestine  Liberation  Organization, 
lich  sided  with  Iraq.  And  that  could  in- 
line radicals.  "Not  only  will  the  gulf  war 
a.ke  the  region  as  a  whole  much  poorer, 
it  the  inequalities  between  the  have  and 
,ve-not  states  are  likely  to  become  even 
Dre  pronounced,"  says  Yahya  M.  Sa- 
wski  of  the  Brookings  Institution. 
As  a  result,  Jordan  is  becoming  the  re- 


gion's new  powder  keg.  Its  economy,  crip- 
pled by  the  embargo  of  Iraq,  faces  the  task 
of  absorbing  thousands  of  impoverished 
Palestinians  that  Kuwait  and  other  gulf 
states  want  to  expel.  The  turmoil  could  top- 
ple King  Hussein.  "The  major  political  dis- 
ruption from  this  could  be  the  disappear- 
ance of  King  Hussein,"  says  one  State 
Dept.  specialist.  "It  would  pull  the  plug  out 
of  the  center  of  the  Middle  East." 

To  keep  the  region's  passions  in  check, 
Bush  will  have  to  depend  more  than  ever 
on  his  coalition  partners  and  Moscow.  But 
Soviet  leader  Mikhail  Gorbachev,  still 
smarting  from  Bush's  rebuff  of  his  last- 
minute  efforts  to  avert  a  ground  war,  now 
terms  superpower  relations  "brittle."  With 
the  destruction  of  its  longtime  client,  Iraq, 
as  a  military  power,  the  Kremlin  fears 
U.  S.  hegemony  in  the  Mideast.  Moscow 
has  already  delivered  MiG-29s  to  Iran, 


■  IRAQI  TROOPS 
SURRENDER  TO 
SAUDIS  IN  KUWAIT 


which  is  reemerging  as  a  major  regional 
player  still  hostile  to  the  U.  S.  And  there  is 
growing  concern  in  Washington  that  Mos- 
cow will  work  to  restore  its  arms  links  to 
Syria  and  even  Iraq.  "If  the  Soviets  feel 
they  are  being  stiffed  and  excluded,  what 
incentive  will  they  have  for  restraint?" 
asks  one  State  Dept.  official. 

Coalition  partners,  too,  will  have  trouble 
maintaining  their  wartime  cohesion. 
France,  a  major  supplier  of  arms  to  the 
Mideast,  may  be  ready  to  take  up  where  it 
left  off.  German  companies  are  chafing  at 
Bonn's  efforts  to  clamp  down  on  exports  of 
chemical  and  biological  weapons  technol- 
ogy. Even  Britain  may  part  with  Washing- 
ton on  what  it  sees  as  the  most  pressing 
task — restarting  the  Arab-Israeli  peace 
process.  British  Foreign  Secretary  Douglas 
Hurd,  who  met  with  Baker  on  Feb.  27,  says 
that  issue  remains  the  core  "motivation" 
for  the  region's  arms  race.  European  allies 
are  expected  to  renew  their  call  for  an 
Arab-Israeli  peace  conference,  a  step  op- 
posed by  both  Washington  and  Jerusalem. 
who  owes  what?  Conference  or  no,  the 
U.  S.  seems  well-poised  to  restart  the  peace 
process.  Bush  saved  Arab  states  from  Sad- 
dam and  defended  Israel  from  Scud  at- 
tacks. And  in  checking  its  desire  to  retali- 
ate, Israel  also  made  it  much  easier  for 
Arab  leaders  to  stick  with  the  coalition. 

But  who  owes  what  to  whom?  Israeli 
Prime  Minister  Yitzhak  Shamir  is  talking 
as  though  his  support  for  the  U.  S.  should 
exempt  Israel  from  any  concessions.  Arab 
leaders  are  equally  adamant  that  nothing 
can  change  in  the  Mideast  until  Israel  ne- 
gotiates a  Palestinian  homeland. 

The  PLO's  new  status  as  a  pariah  even  in 
the  Arab  world  only  complicates  matters. 
With  the  gulf  states,  Washington,  and  Is- 
rael refusing  to  have  anything  to  do  with 
PLO  Chairman  Yasser  Arafat,  even  Israelis 
who  favor  direct  talks  with  the  Palestin- 
ians now  don't  know  who  to  negotiate  with. 
But  "there  is  no  sign  yet  that  Palestinians 
will  think  in  terms  of  another  organiza- 
tion," says  Shaul  Bakhash,  a  professor  at 
George  Mason  University.  "If  there  is  any 
shift,  it  will  be  toward  radical  groups." 

George  Bush  is  the  first  President  in  a 
half  century  to  win  a  large-scale  military 
victory.  But  the  Mideast  adventure  came 
as  the  vital  U.  S.-Soviet  relationship  was 
entering  a  particularly  delicate  phase.  Re- 
constructing the  region  will  place  major  de- 
mands on  the  President  just  when  his  at- 
tention is  needed  to  help  forge  a  new  order 
in  Europe.  Unless  he  manages  the  peace  as 
skillfully  as  he  did  the  war,  President  Bush 
may  sift  through  the  glorious  clippings 
from  Operation  Desert  Storm  years  from 
now  and  ponder  the  long-term  political  con- 
sequences of  his  battlefield  victory. 
By  Bill  Javetski  and  Amy  Borrus  in  Wash- 
ington, with  Stanley  Reed  in  New  York, 
Russell  Mitchell  in  Riyadh,  Richard  A.  Mel- 
cher  in  London,  and  Gail  E.  Schares  in 
Bon  n 
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SPECIAL  REPORT  I 


SHUT  DOWN  THE  MIDEAST 
ARMS  BAZAAR?  FORGET  IT 


U.S.  efforts  to  curb  weapons  sales  are  likely  to  fall  flat 


As  coalition  strate- 
gists planned  for 
the  assault  on  Iraq, 
they  had  to  contend 
with  one  threat  that 
they  had  brought 
upon  themselves. 
Iraq  might  have 
blown  allied  warplanes  out  of  the  sky 
with  U.  S.-made  HAWK  missiles  captured 
in  Kuwait.  And  it  could  have  sunk  their 
ships  with  Exocet  missiles  fired  from 
Mirage  F-l  jets,  both  purchased  legiti- 
mately from  France. 

Iraq's  arsenal  of  advanced  weapons 
took  a  terrible  beating  in  the  war. 
But  Operation  Desert  Storm  has  done 
nothing  to  diminish  Middle  Eastern  ar- 
mies' appetite  for  smart  bombs,  mis- 
siles, sophisticated  aircraft,  and 
other  weapons  (map).  Western  nations 
want  to  see  the  flow  of  deadly  arms 
checked,  but  politics  will  make  progress 
difficult. 

big  chill.  Secretary  of  State  James  A. 
Baker  III  is  making  arms  control  a  pillar 
of  his  plans  for  the  postwar  order.  But 
the  unity  of  purpose  that  the  coalition 
showed  in  standing  down  Saddam  Hus- 
sein is  likely  to  fizzle  in  the  war's  after- 
math. U.  S.  and  European  leaders  are 
already  squabbling 
about  how  to  choke  off 
the  supply  of  advanced 
weapons  to  the  Middle 
East  and  to  would-be 
Saddams  elsewhere  in 
the  Third  World.  And 
the  chill  in  U.  S.-Soviet 
relations  could  torpedo 
Moscow's  cooperation  in 
arms-control  efforts. 
The  lesson  that  Israel 
and  America's  gulf  al- 
lies are  likely  to  draw 
from  the  conflict  is  that 
their  security  rests  on 
acquiring  more — not 
fewer — high-tech  mili- 
tary tools. 

There's  no  shortage 
of  schemes  to  curb  the 
arms  bazaar.  Reflecting 
a  growing  bipartisan 
view  on  Capitol  Hill, 
House  Middle  East  sub- 


committee Chairman  Lee  H.  Hamilton 
(D-Ind.)  says:  "A  worldwide  moratorium 
on  arms  sales  to  the  Middle  East  is 
worth  serious  consideration." 

Although  the  Bush  Administration 
isn't  ready  to  go  that  far,  it  will  soon 
unveil  new  export  restraints  on  chemical 
and  biological  agents  and  production 
equipment.  The  U.  S.  is  also  pushing  to 
expand  the  role  of  the  Coordinating 
Committee  on  Multilateral  Export  Con- 
trols (COCOM),  which  has  a  mandate  to 
restrict  the  flow  of  military  technology 
to  the  Soviet  Union  and  Eastern  Europe. 
But  Europeans  doubt  whether  COCOM, 
which  never  worked  to  the  satisfaction 
of  the  U.  S.,  is  the  way  to  go.  Says  a 
COCOM  official  in  Paris:  "The  Soviets 
would  have  to  be  a  policeman  in  any 
limits  on  arms  proliferation.  But  in 
COCOM,  they  are  the  policed,  not  the  po- 
lice." Instead,  many  European  arms-con- 
trol experts  want  a  separate  agency  to 
monitor  exports  to  the  Third  World. 

Another  U.  S.  scheme  to  free  arms 
trade  among  NATO  allies  while  clamping 
down  on  weapons  transfers  elsewhere 
has  also  run  into  trouble.  The  goal  is  to 
boost  sales  within  the  alliance,  lessening 
the  need  for  defense  industries  to  pur- 
sue Third  World  customers.  But  officials 
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in  Belgium,  France,  and  other  majo 
arms-producing  countries  fear  the; 
might  lose  business  to  the  U.  S. 

The  economic  squeeze  on  Europe' 
bloated  arms  makers  could  be  the  big 
gest  obstacle.  France's  defense  industn 
develops  a  wide  range  of  weapons  an< 
relies  on  significant  export  sales — main 
ly  to  the  Middle  East — to  achieve  econojl 
mies  of  scale.  "There  will  be  lots  of  fir 
nancial  pressure  on  France,  as  well  a: 
Germany,  to  get  around  any  limits,"  pre 
diets  one  Western  diplomat  in  Paris. 
buying  mood.  Eastern  Europe  is  anoth  & 
er  potential  weak  link.  Hungary  and  oth 
er  former  Warsaw  Pact  states  have  m 
surfeit   of   weapons — many  Soviet 
made — that  they  might  unload  for  hard 
currency.  Third  World  countries — includ- 
ing China,  North  Korea,  and  Brazil — 
also  have  the  capacity  to  export  ad 
vanced  weapons. 

And  the  oil-rich  gulf  states  are  in  a 
buying  mood.  "We  must  have  more 
teeth  and  more  bite,"  says  Kuwait's 
Abdullah  Bishara,  secretary-general  of 
the  Gulf  Cooperation  Council.  Bishara  is 
scornful  of  the  clamor  for  an  embargo 
on  weapons  sales  to  the  region.  "Cash 
on  the  barrelhead  will  determine  who 
gets  arms,"  he  insists. 

For  its  part,  Israel  favors  limiting  con 
ventional  arms  sales  in  the  Middle  East. 
But  the  Jewish  state  produces  some  of 
the  world's  most  sophisticated  arms  on 
its  own  and  is  beyond  the  reach  of  any 
export-control  program.  And  Jerusalem 
rejects  Egyptian  calls  for  Israel  to  open 
its  budding  nuclear  program  to  inspec- 
tion. Baker  will  try  to  coax  Israel  and  its 
Arab  neighbors  into  at  least  taking  steps 
such  as  agreeing  to  notify  each  other  in 
advance  of  major  military  exercises  and 
missile  test  launches. 

But  it  will  be  tough 
for  the  U.  S.  to  turn 
cold  shoulder  on  its 
Mideast  partners'  de 
mands  for  more  arms. 
Concedes  an  Adminis 
tration  official:  "Every- 
one wants  more,  and 
the  instinct  will  be  to 
sell  it  to  them."  After 
sending  in  half  a  million 
troops  and  defeating 
Saddam  in  short  order, 
Washington  will  find  it 
awkward  to  lecture  its 
Middle  East  partners  on 
the  benefits  of  cooling 
their  arms  race. 
By  Amy  Borrus  in  Wash- 
ington, with  Seth  Payne 
in  Washington,  Jonathan 
B.  Levine  in  Paris,  Rus- 
sell Mitchell  in  Riyadh, 
and  bureau  reports 
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INCLUDES  WEAPONS  UNDER  DEVELOPMENT 
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Commentary/by  Peter  Galuszka  and  Rose  Brady 


WOUNDED  IN  THE  GULF:  U.S.-SOVIET  TRUST 


At  noon  on  Feb. 
23,  a  brisk  and 
wintry  Saturday, 
President  George 
Bush  was  in  se- 
clusion at  Camp 
David's  Laurel 
Lodge  when  Mik- 
lil  Gorbachev  telephoned.  The  two 
aders  spoke  for  20  minutes,  perhaps 
le  of  their  most  fateful  conversations, 
orbachev  insisted  repeatedly  and 
>rcefully  that  Bush  should  give  Sad- 
im  Hussein  48  hours 
i  withdraw  from  Ku- 
ait  before  launching  a 
round  attack.  At  each 
irn,  Bush  declared 
lat  he  appreciated  the 
wiet  role.  But  what 
orbachev  didn't  know 
as  that  Bush  had  de- 
ded  to  go  ahead  with 
le  ground  war  a  week 
5fore. 

So  much  for  the  bud- 
ng  diplomatic  partner- 
lip  of  the  U.  S.  and 
le  Soviet  Union.  Ever 
nee  the  last  days  of 
le  Reagan  Administra- 
te, hopes  had  been 
rowing  that  the  two 
vals  of  the  cold  war 
)uld  somehow  stroll 
:f  arm-in-arm  and  to- 
ether  solve  the 
orld's  problems.  Now, 
ie  split  over  Saddam  is 
using  old  specters  of 
strust,  intrigue,  and  a 
;epped-up  arms  race. 
EALPOLITIK.  The  cur- 
;nt  turmoil,  however, 
iay  also  bring  a  need- 
i  dose  of  reality  back 
i  the  U.  S.-Soviet  relationship.  Few  be- 
sve  the  cold  war  will  return.  Instead, 
iugh  realpolitik,  not  euphoric  notions 
F  "partnership,"  will  guide  Moscow 
id  Washington.  "The  gulf  war  has 
smonstrated  that  U.  S.-Soviet  rela- 
ons  will  be  more  complicated  and 
lixed  than  they  have  been  in  the 
ist,"  says  Michael  Mandelbaum,  a  se- 
ior  Soviet  expert  at  the  Council  on 
o reign  Relations. 

As  the  endgame  against  Saddam  is 
layed  out,  both  sides  are  struggling  to 
ike  the  measure  of  their  new  relation- 
lip.  Gorbachev's  last-minute  peace 
loves  have  touched  off  an  Oval  Office 


rivalry  between  National  Security  Ad- 
viser Brent  Scowcroft,  who  views  Gor- 
bachev with  suspicion,  and  Secretary 
of  State  James  A.  Baker  III,  who  in- 
sists the  peace  bids  were  sincere.  That 
rivalry  will  do  much  to  determine  fu- 
ture relations  with  Moscow. 

In  the  Kremlin,  a  vanquished  Sad- 
dam spells  trouble  for  Gorbachev.  He 
now  confronts  freshly  emboldened  So- 
viet hardliners  who  believe  that  Bush 
has  taken  them  for  a  ride.  They  note 
that  their  side  is  taking  such  essential 


111.  v 
gap  - 

steps  as  abolishing  the  Warsaw  Pact 
and  withdrawing  troops  from  Eastern 
Europe.  But  they  complain  that  a  seri- 
ous Soviet  bid  for  peace  in  the  Middle 
East  caused  nary  a  hiccup  in  Bush's 
war  schedule. 

"They  just  spit  on  Russia,  they  just 
spit,"  says  a  commentator  close  to  Gor- 
bachev's advisers.  Even  the  liberal 
newspaper  Komsomolskaya  Pravda 
wrote  that  "the  events  of  the  last  days 
cross  out  the  romantic  dreams  about 
cooperation  of  the  U.  S.  S.  R.  and  the 
U.  S.  to  establish  a  new  world  order. 
After  the  Persian  Gulf,  Moscow  and 
Washington  would  never  trust  each 


other  to  the  degree  that  is  necessary 
for  such  cooperation." 

The  mistrust  began  growing  in  De- 
cember, when  Eduard  A.  Shevard- 
nadze, the  highly  regarded  Soviet  For- 
eign Minister,  abruptly  quit.  Since 
then,  a  summit  slated  for  February 
was  postponed,  a  treaty  to  cut  strate- 
gic arms  drastically  has  been  shelved, 
and  another  pact  to  limit  conventional 
weapons  in  Europe  has  been  stalled. 
While  Gorbachev  talks  of  cutting  the 
military,  the  official  Soviet  defense 
budget  for  this  year 
will  actually  rise  by 
35%>,  according  to  An- 
drei V.  Kortunov,  head 
of  the  international  de- 
partment at  Moscow's 
Institute  of  USA  and 
Canada  Studies.  The 
war,  he  says,  "is  just 
another  link  in  the 
chain  of  events  that  in- 
dicate we  have  mount- 
ing problems." 
deep  study.  And  that 
may  be  the  optimistic 
view.  Soviet  analysts 
believe  America's  stun- 
ning success  with  high- 
tech weapons  could 
touch  off  a  new  arms 
race.  "You  can  bet  that 
every  day,  the  weapons 
used  in  the  war  were 
undergoing  serious 
analysis  in  the  highest 
military  echelons  of 
both  the  U.  S.  and  the 
Soviet  Union,"  says 
Yuri  Y.  Pinchukov,  an 
arms-control  specialist 
at  the  Institute  of 
World  Economy  &  In- 
ternational Relations  in 
Moscow.  The  Soviets  are  certain  to  ex- 
plore how  the  antiaircraft  system  they 
sold  Baghdad  was  easily  knocked  out 
early  in  the  war.  Soviet  generals  are 
said  to  be  studying  ways  to  improve 
their  Scud  missiles,  so  highly  vulnera- 
ble to  U.  S.  Patriot  missiles. 

The  coda  to  the  war  with  Iraq  could 
set  the  tone  of  U.  S.-Soviet  relations 
worldwide.  The  place  to  watch  is  Cen- 
tral Europe,  where  the  Soviets  might 
delay  the  withdrawal  of  hundreds  of 
thousands  of  troops.  If  relations  sour 
that  much,  a  new  cold  war,  marked  by 
distrust,  and  closely  watched  borders, 
could  come. 
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7  WHO'S  SITTING  PRETTY! 


WINNERS 


BRITAIN'S  MAJOR 

From  the  first  denunciations  of 
Saddam  on  Aug.  2  to  the  retaking 
of  Kuwait  City,  the  Brits  were  there 
when  the  U.S.  needed  them 


ISRAEL'S  SHAMIR 

Despite  the  Scud  attacks,  Israel 
stayed  out  of  the  war.  Now,  Shamir 
can  expect  more  U.S.  aid,  arms,  and 
help  with  Jewish  Soviet  emigres 


EGYPT'S  MUBARAK 

The  U.S.  has  canceled  $7  billion  ir 
military  debts.  And  Saddam's 
humiliation  boosts  Cairo's  claim  tc 
lead  the  Arab  world 


SYRIA'S  ASSAD 

By  sticking  with  the  coalition,  the 
strongman  of  Damascus  increased 
his  hold  on  Lebanon  and  raked  in 
the  Saudis'  petro-largesse 


IRAN'S  RAFSANJANI 

Even  if  Iran  gives  back  the  Iraqi 
planes  parked  on  its  soil,  Tehran  has 
reasserted  itself  as  a  key  player  in 
any  regional  security  pact 


SAUDI  ARABIA'S  FAH 

He  housed  500,000  U.S.  troops 
without  major  social  upheaval,  and 
he  is  set  to  call  most  of  the  shots  in 
the  region's  redevelopment 
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ND  WHO'S  LOOKING  BAD 


»AN'S  KAIFU 

iut  Kohl  by  any  other  name.  The 
est  importer  of  Kuwaiti  oil 
ged  $13  billion  in  aid  but  so  far 
roughed  up  only  $4  billion 


KUWAIT'S  AL-SABAH 

He'll  regain  his  throne,  but  he'll  have 
to  spend  billions  to  rebuild  his 
country.  And  "democracy"  is  a 
word  he  had  better  get  used  to 


GORBACHEV 

The  Soviet  leader  may  yet  get  credit 
for  efforts  to  broker  a  peace.  But 
Moscow's  best  client  in  the  Mideast 
has  been  humiliated 
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THE  RECESSION  ISN'T 
READY  TO  PULL  OUT 


It  rode  in  with  the  war — but  it  may  not  ride  out  with  it 


e 


War  can  be  many 
things.  War  is  hell, 
war  is  waiting,  war 
is  gritty — and,  as 
Americans  have 
lately  learned,  war 
is  a  lethal  video 
i  game.  But  for  mil- 
lions who  watch  from  a  distance,  war  is, 
above  all,  a  huge  distraction.  Yes,  life 
goes  on,  but  with  a  dark,  dreadful  cloud 
above,  reminding  noncombatants  as  they 
work  and  play  and  go  about  their  rou- 
tines that  all  is  not  right  with  the  world. 
Purchases  are  postponed,  plans  put  on 
hold.  The  economy  skids  to  a  halt. 

Now,  the  cloud  is  lifting,  and  pros- 
pects are  looking  brighter.  For  months — 
indeed,  for  longer  than  the  campaign  by 
U.  S.-led  coalition  forces  against  the  Ira- 
qis has  lasted — economists  have  said 
that  once  the  war-related  uncertainty  is 
gone,  the  economy  will  revive.  "Uncer- 
tainty is  the  enemy  of  positive  thinking,*' 
notes  Robert  Dederick,  chief  economist 
at  Chicago's  Northern  Trust  Co. 

However,  not  everyone  is  betting  that 
the  economic  benefits  of  a  collective  sigh 
of  relief  will  be  powerful  or  long-lasting. 
A  distraction,  after  all.  keeps  one's  mind 
off  nagging  problems.  For  the  past  few 
months,  war  in  the  gulf  has  overshad- 
owed recession  at  home.  And  even  those 
who  believe  that  Saddam  Hussein's  ac- 
tions last  August  played  a  big  role  in 
triggering  that  recession  doubt  that  an 
end  to  hostilities  will  quickly  reverse 
economic  fundamentals.  "Rising  con- 


sumer confidence  will  be  a  mild  but  not 
a  wild  positive,"  says  Gail  Fosler,  chief 
economist  for  the  Conference  Board  in 
New  York.  "There  are  still  a  lot  of  prob- 
lems that  people  will  be  concerned 
about,  like  the  employment  picture." 

It  was  the  threat  of  war,  starting  last 
August,  that  precipitated  a  spike  in  oil 
prices  and  a  plunge  in  consumer  confi- 
dence. Within  a  couple  of  months,  busi- 
nesses were  compounding  the  unhappy 
news  with  layoffs  and  production  cut- 
backs. Because  output  contracted  so  rap- 
idly, falling  27  in  the  final  quarter  of 
1990,  many  economists  believe  that  the 
recession  would  not  have  occurred  with- 
out a  push  from  Saddam.  But  the  econo- 
my was  clearly  weak-kneed  before  the 
Aug.  2  invasion  of  Kuwait,  and  a  spread- 
ing credit  crunch  was  already  threaten- 
ing growth. 

spring  rebirth?  Economists  will  quib- 
ble for  years  over  what  caused  the 
downturn.  But  they're  in  basic  agree- 
ment about  the  future:  The  recession 
should  be  over  within  a  few  months — 
with  the  cheeriest  among  them  forecast- 
ing a  springtime  rebound  that  could  jack 
up  gross  national  product  as  soon  as  the 
second  quarter.  Most,  however,  don't  ex- 
pect to  see  solid  gains  in  gross  national 
product  until  the  third  quarter  of  the 
year.  Only  the  gloomiest  prognosticators 
envision  the  recession  stretching  to  the 
end  of  the  year. 

Calling  turning  points  in  the  economy 
is  notoriously  difficult,  though  forecast- 
ers— and  journalists — keep  on  trying. 
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For  the  next  few  weeks,  readers  of  eco- 
nomic tea  leaves  are  bound  to  seize  on 
whatever  available  data  bolster  their 
case,  and  there  is  likely  to  be  plenty  of 
good  and  bad  news  to  go  around. 

The  optimists,  for  instance,  were 
cheered  by  the  Federal  Reserve  Board's 
half-point  cut  in  the  discount  rate  at  the 
start  of  the  month  and  buoyed  by  the 
resulting  fall  in  interest  rates.  They've 
already  greeted  the  stock  market's  re- 
cent rallv  with  enthusiasm,  certain  that 


INTEREST  RATES 
MAY  KEEP  FALLING. 


AFTER  THE  WAR 

...CONFIDENCE 
COULD  REVIVE... 


..AND  GROWTH 
MAY  REBOUND 
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MAY  BE  UP  SLIGHTLY,  BUT  IT'LL  TAKE  EVEN  LOWER  RATES  TO  GET  SALES  JUMPING 


ie  market's  role  as  a  leading  indicator 
ill  be  vindicated. 

The  case  for  a  speedy  rebound  got  its 
test  boost  when  the  Conference  Board 
inounced  that  its  consumer  confidence 
dex,  based  on  readings  conducted 
rough  Feb.  16,  edged  up  to  57.7  from 
>.l  in  January.  The  Conference  Board's 
ita  showed  that  in  most  regions,  con- 
imers  felt  better  about  present  and  fu- 
:re  economic  conditions. 
Many  things  would  have  to  fall  into 
ace  at  once  to  bring  about 
•me  of  the  rosiest  scenarios, 
tough.  Take  DRl/McGraw- 
ill,  whose  most  optimistic 
ew  predicts  growth  of  more 
.an  5%  by  yearend,  running 
ell  into  1992.  Confidence 
ould  have  to  climb  sharply, 
hile  rates  would  have  to  re- 
ime  their  descent,  with  the 
•-year  bond  rate  falling  to 
20cf  (charts)  from  8.15'  .  "1 
)  believe  that  you  can  get 
>me  mutually  reinforcing 
;ws  that  produces  a  virtuous 
rcle,"  says  Roger  Brinner, 
lief  economist  at  DRI. 


But  the  news  may  not  break  quite  so 
favorably,  and  those  who  anticipate  a 
speedy  and  dramatic  reversal  of  the 
downturn,  heralded  by  a  sharp  rise  in 
confidence,  could  well  be  disappointed. 
"The  psychological  analysis  is  dead 
wrong,"  says  Richard  B.  Hoey,  an  econ- 
omist at  Barclays  de  Zoete  Wedd  Inc.  in 
New  York.  People  didn't  slash  purchases 
of  cars  and  furniture  because  they  felt 
gloomy  about  the  prospect  of  war,  say 
Hoev  and  others,  and  thev  won't  start 


■  WALL  STREET:  DOES  THE  RALLY  MEAN  A  FAST  ECONOMIC  REBOUND? 


spending  because  the  war  is  over.  In- 
stead, he  argues,  their  behavior — and,  to 
a  large  degree,  even  their  mood — has 
been  driven  chiefly  by  what's  happened 
to  real  incomes. 

That  hasn't  been  good.  Real  dispos- 
able personal  income,  after  inflation  and 
tax  payments,  tumbled  at  a  3.7%  annual 
rate  in  the  fourth  quarter  of  1990.  The 
big  reason:  Business  wasted  no  time  in 
slashing  payrolls  and  cutting  production 
over  the  past  few  months.  The  speed 
with  which  business  responded,  first  to 
the  threat  of  lower  spending,  then  to  the 
actual  slump,  surprised  most  analysts. 
And  some  believe  that  even  the  end  of 
the  war  won't  arrest  the  trend.  "We've 
still  got  a  layoff  wave  ahead  of  us," 
says  Hoey,  who  predicts  that  further  in- 
ventory liquidations  will  force  companies 
to  let  more  workers  go. 

That  process  will  stop,  and  rehiring 
will  start,  once  demand  starts  picking 
up.  So  far,  though,  the  signs  are  mixed 
at  best.  Auto  sales  were  slogging  along 
at  a  6  million  annual  rate  in  mid-Febru- 
ary— better  than  late  January's  low  of 
5.4  million  but  well  below  year-ago  lev- 
els. Housing  starts  in  January  fell  to  an 
annual  rate  of  850,000,  the  lowest  rate  in 
nine  years.  Durable-goods  shipments 
picked  up  in  January,  but  durable-goods 
orders  fell  off. 

standing  pat.  What  would  jump-start 
demand  and  get  the  economy  moving 
again?  The  same  medicine  as  always: 
easy  money.  The  big  unknown  today, 
though,  is  whether  the  Fed  has  loosened 
the  spigots  enough  to  give  lending  and 
spending  a  sufficient  kick.  The  Fed  is 
battling  a  months-long  credit  crunch  in 
which  banks  have  been  unwilling  to  lend 
to  many  borrowers.  Now.  spooked  by 
the  recession,  more  borrowers  may  be 
unwilling  to  take  out  loans,  even  at  low- 
er rates  (page  82).  While  there  is  some 
anecdotal  evidence  that  home  buyers 
who  held  off  buying  are  sniffing  around, 
rates  don't  appear  to  have  fallen  far 
enough  to  revive  the  economy. 
But  once  the  war  ends,  the  Fed  is 
unlikely  to  slash  rates  fur- 
ther. Chairman  Alan  Green- 
span and  board  members 
don't  want  to  err  too  far  on 
the  side  of  ease  and  overstim- 
ulate  the  economy,  dri's  Brin- 
ner calls  a  further  cut  in  rates 
"catastrophic  insurance"  and 
says  the  Fed  could  easily  af- 
ford to  buy  it.  But  for  now, 
the  Fed  is  signaling  that  it 
will  stand  pat.  So  at  least  on 
the  home  front,  peace  will 
spell  nothing  flashier  or  fast- 
er than  a  gradual  climb  out  of 
recession  by  midyear. 
By  Karen  Pennar  in  New  York 
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IT'S  A  GOOD  THING 
KUWAIT'S  POCKETS  ARE  DEEP 
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major  stakes  such  as  Ku- 
ait's  9.8%  in  British  Petro- 
um,  25%  of  German  chemi- 
,1  group  Hoechst,  and  14%  of 
aimler  Benz  are  "not  good 
r  the  markets  or  for  us." 
Instead,  Kuwait  is  looking 

borrow  against  its  blue- 
lip  assets — and  possibly 
jainst  future  oil  revenues, 
ulf-based  bankers  say  'the 
nirate  could  tap  internation- 

banks  for  $5  billion  to  $10 
llion  in  the  coming  year,  in- 
nately, Kuwaiti  borrowing 
uld  approach  $60  billion,  ac- 
rding  to  London  banking 
iurces.  Some  $20  billion 
uld  be  raised  through  syndi- 
ted  loans — an  option  that  the  cash- 
rapped  Saudis  are  taking.  The  balance 
ould  probably  have  to  be  some  sort  of 
.sily  tradable  paper,  say  bankers  in 
uch  with  the  Kuwaitis.  Already,  a 
imber  of  Western  banks — including 
tibank,  Chemical  Bank,  and  J.  P.  Mor- 
m — are  discussing  financial  solutions 
ith  the  Kuwaitis. 

Other  innovative  financial  schemes  on 


■  KUWAITIS  IN  CAIRO:  RETURNING  EXILES  WILL  STRAIN  SERVICES 


the  table  include  giving  foreign  oil  com- 
panies direct  equity  stakes  in  exchange 
for  their  help  in  restoring  petrochemical 
operations.  There's  also  talk  of  borrow- 
ing from  the  International  Monetary 
Fund  and  the  World  Bank. 

The  Kuwaitis  also  hope  to  make  Iraq 
pay  up.  Abdullah  Bishara,  the  Kuwaiti 
Secretary  General  of  the  Gulf  Coopera- 
tion Council,  has  called  for  payment  of 


$50  billion  in  damages  from 
Baghdad.  "We  shall  insist 
on  reparations,"  says  Al- 
Gabandi. 

Insisting  is  one  thing.  Get- 
ting payments  from  Iraq — a 
bankrupt,  pariah  nation  with 
massive  reconstruction  needs 
of  its  own — is  quite  another. 
One  solution  under  discussion 
in  the  gulf  is  a  United  Na- 
tions-imposed tariff  on  future 
Iraqi  oil  exports  to  meet  dam- 
age claims  from  individuals 
and  corporations.  Yet  should 
Saddam  be  deposed  in  a  coup, 
Kuwait  may  decide  to  drop  its 
demands.  "Assuming  Saddam 
is  gone,"  says  Fouad  K.  Jaf- 
far,  former  general  manager  of  the  KIO 
and  still  an  informal  adviser,  "it  would 
be  wrong  to  demand  reparations.  It 
doesn't  make  sense  to  go  for  the  jugu- 
lar." Besides,  it  can't  hurt  to  offer  the 
Iraqi  people  a  $50  billion  bounty  on  Sad- 
dam's head. 

By  John  Rossant  and  Russell  Mitchell  in 
Riyadh  and  Richard  A.  Melcher  in  London, 
with  Mark  Ivey  in  Houston 
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WHAT  DID  JIM  BAKER 
PROMISE  THE  ALLIES? 


hey  may  soon  be  lining  up  in  Washington,  juicy  IOUs  in  hand 


One  of  the  many 
wonders  of  the  al- 
lied performance 
during  five  weeks 
of  warfare  in  the 
Persian  Gulf  was 
just  how  sturdy  the 
"fragile"  U.  S.-led 
alition  proved  to  be.  The  strength  of 
e  alliance  is  surely  a  tribute 
the  deft  diplomacy  of  Presi- 
mt  Bush  and  Secretary  of 
ate  James  A.  Baker  III.  But 
>w  that  the  war  is  winding 
>wn,  many  observers  are 
ondering  what  sort  of  prom- 
ts have  been  made  to  keep 
e  allies — many  of  whom  are 
vided  by  ancient  enmities — 
dling  together. 
"We  haven't  made  any  se- 
et  deals  or  promises,"  says 
State  Dept.  spokesman.  But 
rou  try  to  take  care  of  your 
lies.  That's  the  way  diploma- 
■  has  always  worked."  Such 
sclaimers  make  Capitol  Hill 
ispicious.  "When  Jim  Baker 


denies  that  any  promises  have  been 
made  to  our  allies,  he's  not  telling  a  lie 
in  a  strict  sense,"  says  House  Middle 
East  subcommittee  Chairman  Lee  H. 
Hamilton  (D-Ind.).  "But  impressions 
have  been  left,  and  glances  have  been 
exchanged."  Congressional  Democrats 
save  their  most  skeptical  frowns  for  the 
Administration's  claim  that  America's 


■  A  TANK 
LEVERAGE 


OF  THE  SYRIAN-BACKED  LEBANESE  ARMY:  ASSAD  IS  USING 
WITH  THE  U.S.  TO  STRENGTHEN  HIS  GRIP 


net  war  cost  will  be  only  $15  billion, 
thanks  to  allied  promises  to  share  the 
burden.  "If  you  add  up  all  the  requests 
and  promises  I'm  hearing  about,  it's 
three  times  what  we  have  to  spend," 
says  Senator  Patrick  J.  Leahy  (D-Vt). 

Since  diplomacy,  especially  the  secre- 
tive Bush-Baker  variety,  isn't  subject  to 
public  audit,  full  details  of  the  arrange- 
ments that  made  Desert  Storm  possible 
may  never  be  known.  But  the  sketchy 
information  that  has  emerged  suggests 
a  growing  stack  of  financial,  political, 
and  military  IOUs. 

Israel  and  Egypt,  which  together  ac- 
counted for  a  third  of  all  U.  S.  foreign 
aid  before  the  war,  will  be  the  biggest 
beneficiaries  of  what  cynics  might  call 
Operation  Desert  Score.  The  govern- 
ment of  Prime  Minister  Yitzhak  Shamir 
has  made  it  clear  that  Israel  expects  to 
be  amply  rewarded  for  stay- 
ing out  of  the  war  despite  the 
three  dozen  Scud  missiles 
hurled  into  the  Jewish  state. 
twin  blows.  Privately,  Tel 
Aviv  politicians  admit  they 
expect  a  generous  reward. 
"Americans  see  dollar  signs 
in  the  eyes  of  every  Israeli 
minister  who  arrives  in  Wash- 
ington," says  one  senior  Is- 
raeli official.  Israelis  insist 
that  U.  S.  aid  is  desperately 
needed.  Finance  Minister  Yitz- 
hak Modai  recently  estimated 
that  his  country  will  need  $13 
billion  over  the  next  five 
years  to  cover  the  costs  of  the 
war  and  of  the  massive  influx 
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AND  TO  SHOW 
OUR  APPRECIATION ... 

How  Uncle  Sam  says  thanks 
ISRAEL  $400  million  in  loan  guarantees 
to  construct  housing  for  Soviet  emigres. 
Emergency  military  and  economic  aid 

EGYPT  Cancellation  of  $7  billion  in  mili- 
tary debts.  Rights  to  military  hardware  left 
behind  by  the  U.S. 

IRAN  Promises  of  a  major  role  in  postwar 
gulf.  Sympathetic  treatment  of  U.S.  claims 
resulting  from  Iranian  revolution 

SYRIA  A  free  hand  in  Lebanon 

TURKEY  An  increase  in  Turkish  textile  ex- 
ports to  the  U.S.  Rights  to  some  U.S.  weap- 
ons left  behind  in  gulf 

CHINA  White  House  welcome  to  a  Chi- 
nese envoy,  and  easing  of  trade  restrictions 

DATA:  BW 


1.  WEST  BANK:  BAKER  HAS  PROMISED  ISRAEL  $400  MILLION  FOR  HOUSING  CONSTRUCTION 


of  Soviet  Jews.  And  the  Israelis  have 
asked  for  $1  billion  in  emergency  mili- 
tary assistance.  Baker  has  promised  Je- 
rusalem $400  million  in  loan  guarantees 
for  housing  construction. 

On  the  military  side,  Israel  has  al- 
ready obtained  the  latest-model  Patriot 
missile  interceptors,  to  be  left  be- 
hind by  their  American  crews  when  the 
war  ends.  Israel  can  also  expect  contin- 
ued U.  S.  support  for  a  possible  succes- 
sor to  the  $1  million-apiece  Patriot,  the 
Arrow,  under  development  by  Israel  Air- 
craft Industries.  The  Pentagon  has  al- 
ready contributed  $158  million  to  the 
project. 

free  weapons.  Egypt  may  have  risked 
the  most  to  join  the  coalition.  For 
months.  President  Hosni  Mubarak  en- 
dured Saddam's  taunts,  which  were  de- 
signed to  sow  discord  among  Egypt's 
impoverished  masses.  Washington  has 
written  off  $7  billion  that  Egypt  owed 
the  U.  S.  for  weapons  purchases.  And 
Egyptian  forces  returning  from  the 
gulf  will  likely  bring  home  some  slightly 
used  U.  S.  weapons,  including  M1A1 
tanks.  The  hardware  may  be  declared 
surplus  by  the  Pentagon  and  offered  to 
Egypt,  Saudi  Arabia,  Turkey,  and  Ku- 
wait. Or,  according  to  a  senior  Pentagon 
official,  it  may  be  deemed  "pre-posi- 
tioned"  for  future  conflicts.  U.  S.  de- 
fense contractors,  which  will  benefit  by 
selling  replacements  to  Washington  and 
spare  parts  to  Cairo,  will  push  hard  for 
the  deployment. 

Turkey  is  another  old  U.  S.  ally  seek- 
ing a  payoff  for  the  politically  tough 
decision  to  stick  with  the  coalition. 
President  Turgut  Ozal  has  already 
i  asked  President  Bush  to  hike  Turkey's 


textile-export  quotas  to  the  U.  S.  Bush 
quickly  complied  to  reward  Turkey  for 
its  support — and  for  cutting  off  a  pipe- 
line that  carried  Iraqi  oil  through  Tur- 
key to  the  Mediterranean.  Whether  Tur- 
key has  the  capacity  to  meet  its 
expanded  quotas  is  still  in  question,  how- 
ever. Over  the  longer  run,  Ankara  wants 
membership  in  the  European  Communi- 
ty. But  that  must  overcome  stiff  Greek 
opposition. 

Some  former  U.  S.  enemies  also  ex- 
pect postwar  rewards.  Syrian  President 
Hafez  al-Assad,  who  once  outranked 
Saddam  Hussein  in  Washington's  de- 
monology,  signed  on  with  the  coalition — 
and  promptly  moved  to  effectively  annex 
Lebanon  to  Syria.  Washington,  which 
had  opposed  Assad's  dream  of  "Greater 
Syria"  for  years,  voiced  no  objections 
as  his  troops  routed  Christian  militias 
from  Beirut. 

Even  Iran,  for  more  than  a  decade 
America's  nemesis  in  the  region,  stands 
to  benefit.  According  to  a  senior  West- 
ern diplomat  in  Riyadh,  Washington  has 
quietly  assured  Iranian  leader  Hashemi 
Rafsanjani,  who  runs  the  parking  con- 
cession for  nearly  150  Iraqi  air  force 
planes,  that  Tehran  will  play  a  major 
role  in  any  postwar  gulf  security  ar- 
rangements. The  Iranians  can  also  ex- 


Egypt  may  have  risked  the 
most:  Saddam's  taunts  were 
meant  to  sow  discord  among 
Cairo's  impoverished  masses 


pect  more  sympathetic  treatment  in  dis- 
putes with  the  U.  S.  dating  back  to 
Iran's  1979  revolution. 

China  won  points,  too — simply  for  not 
standing  in  the  way  of  the  U.  S.  After 
Beijing's  abstention  paved  the  way  for  a 
U.  N.  Security  Council  resolution  autho- 
rizing the  use  of  force  against  Iraq,  the 
Administration  invited  high-level  Chi- 
nese officials  to  the  White  House.  The 
talks  helped  end  the  international  ostra- 
cism of  China  that  followed  the  June, 
1989,  Tiananmen  Square  massacre.  This 
June,  the  White  House  will  fight  to  re- 
tain China's  most-favored-nation  trade 
status  despite  congressional  anger  at  on- 
going human-rights  violations. 
hidden  tab.  Perhaps  the  most  difficult 
case  is  that  of  the  Soviet  Union.  Early  in 
the  conflict,  when  Moscow's  rhetorical 
support  for  the  coalition  was  strong, 
Washington  turned  a  blind  eye  to  a  Sovi- 
et crackdown  in  the  Baltic  republics  de- 
spite critics'  complaints  that  the  U.  S. 
was  more  concerned  with  human  rights 
in  Kuwait  than  in  Vilnius.  But  Soviet 
efforts  to  broker  a  peace  settlement  in 
the  gulf  annoyed  the  Administration  and 
could  seriously  strain  postwar  relations 
between  the  superpowers  (page  29). 

Before  the  ground  war  began,  the  Ad- 
ministration estimated,  that  the  cost  to 
the  coalition  would  be  $55  billion.  The 
dizzying  collapse  of  Iraqi  resistance 
means  the  bill  for  military  action  could 
be  much  lower.  But  the  hidden  tab  for 
Jim  Baker's  spree  of  promises  has  yet  to 
be  tallied. 

By  Paul  Magnusson  in  Washington, 
with  Neal  Sandler  in  Jerusalem,  John  Ros- 
sant  in  Saudi  Arabia,  and  Ruth  Pearson  at 
the  U.  N. 
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XL'S  NEW  WORLD  ORDER 
S  STILL  SPELLED  O-P-E-C 


anything,  dependence  on  the  volatile  cartel  could  grow 


As  allied  forces  re- 
I  lentlessly  pushed 

Iraq  from  Kuwait, 
Western  leaders 
spoke  about  carving 
a  new  world  politi- 
cal order  out  of  the 
desert  sands.  But 
ie  remarkable  calm  that  saw  crude 
•ices  barely  flicker  as  smoke  plumes 
»se  from  oil-well  fires  across  Kuwait 
as  a  sign  that  a  revolution  isn't  in  the 
?fing  for  oil  markets. 
True,  the  Persian 
ulf  war  has  wrought 
langes.  Iraq,  the  OPEC 
■ice  hawk,  has  been 
rounded.  The  moder- 
;e  Saudis,  nestled  in 
ie  protective  arbor  of 
merica's  guns,  are  re- 
iming  a  leadership 
)le  in  the  cartel — indi- 
iting  a  rein  on  future 
rices.  And  there  may 
i  new  impetus  for  in- 
Dvative  plans  to  de- 
cease market  volatility. 
arrel  power.  Market 
>rces  in  place  before 
ie  war  remain,  howev- 
r.  The  world  faces 
rowing  demand  for 
-ude  and  declining  pro- 
uction  in  such  non- 
PEC  nations  as  the 
.  S.  and  the  Soviet 
nion.  That  means 
reater  reliance  on  the 
ulf  region.  The  differ- 
nce  with  the  Saudis  on 
)p,  says  Michael  C. 
ynch  of  the  Washing- 
>n  International  Ener- 
y  Group:  "Power  now 
3mes  from  a  barrel  of 
il,  not  the  barrel  of  a  gun." 
And  what  power  it  is.  The  desert  king- 
om  has  made  up  75%  of  the  4  million 
arrels  a  day  in  lost  Kuwaiti  and  Iraqi 
xports.  Some  fear  it  will  keep  churning 
ut  crude,  driving  prices  down.  But 
lany  experts  believe  the  kingdom  will 
*y  to  stabilize  prices  near  $20  to  maxi- 
lize  revenues.  "The  Saudis  are  not  price 
awks,  but  they  are  businessmen,"  says 
'eter  Bogin,  of  Cambridge  Energy  Re- 
earch  Associates  in  Paris. 


Tins  means  the  [trice  crash  many  envi- 
sion as  war  ends  may  be  shorter-lived 
than  the  price  spike  that  followed  Iraq's 
invasion.  With  world  inventories  strong, 
Saudi  officials  say  that  they  are  likely 
to  cut  1  million  of  their  8  million  barrel- 
a-day  output  after  OPEC  meets  on  Mar. 
11.  Sources  also  say  1.5  million  barrels 
may  be  allocated  to  Kuwait.  And  Saudi 
Oil  Minister  Hisham  Nazer  says  his 
country  will  honor  its  quota  of  around 
5.5  million  barrels  a  day  when  Kuwait 
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and   Iraq   are   ready   to   come  back. 

That  will  take  some  time,  though.  Ku- 
wait, which  pumped  1.5  million  barrels  a 
day  before  August,  is  in  ruins  (page  34). 
"It  now  looks  more  like  two  or  three 
years  before  they  could  get  back  to  full 
production,"  says  Ken  Miller,  of  OPEC 
Listener,  an  electronic  oil-analysis  ser- 
vice. Iraq,  and  its  2.5  million  barrels  in 
daily  exports,  is  a  puzzle:  The  war  dam- 
age is  unknown,  and  it  is  possible  that 
sanctions  will  continue. 


Other  factors  will  also  sop  up  Saudi 
crude.  Sales  from  strategic  reserves  in 
the  U.  S.  and  other  developed  countries 
are  sure  to  be  halted.  Soviet  exports 
could  fall  from  2.2  to  1.3  million  barrels 
daily  this  year,  reports  the  newsletter 
Petroleum  Intelligence  Weekly.  And 
the  U.  S.  Energy  Information  Adminis- 
tration says  if  oil  averages  $20  a  barrel 
this  year,  demand  outside  centrally 
planned  economies  will  grow  1.17',  from 
53.1  million  to  53.9  million  barrels  daily. 

Not  everyone  envisions  a  cooperative 
oi'Ki '.  ( 'apacity  expansions  have  acceler- 
ated, easing  the  upward  pressure  on  oil 
prices  for  at  least  a  few  years — and  pos- 
sibly fueling  new  OPEC  quota  wars.  But 
the  cartel  will  likely  do  what  it  takes  to 
survive.  Whenever  the  West  thinks  OPEC 
is  dead,  says  James  H.  Ross,  president 
of  BP  America  Inc.,  "it  gets  its  act  to- 
gether." However,  he  adds,  "it  never 
keeps  its  act  together." 
The  volatility  of  OPEC  and  the  gulf  is 
one  reason  consumers 
and  producers  are  look- 
ing for  ways  to  mini- 
mize future  disruptions. 
Congress  has  approved 
expanding  the  strategic 
reserve  from  750  million 
to  1  billion  barrels. 
Leasing  this  oil  rather 
than  buying  it  could  en- 
hance security,  not  just 
for  the  U.  S.  but  also 
for  producers.  "If  Ku- 
wait had  had  100  m  : 
barrels  here,  or  ev<  i  50 
million,  it  would  have 
been  a  lot  better  off," 
says  John  H.  Lichtblau, 
chairman  of  the  Petro- 
leum Industry  Research 
Foundation  in  New 
York. 

new  schemes.  Gabriele 
Cagliari,  chairman  <>f 
Italian  state  oil  compa- 
ny en  I,  advocates  sell- 
ing oil  in  the  ground, 
before  it  is  produced. 
This  would  give  export- 
ers a  new  way  to  meet 
urgent  financial  needs 
and  still  control  basic 
national  mineral  rights. 
At  the  same  time,  con- 
sumers would  find  a  secure  source  of 
proven,  affordable  supplies. 

No  one  expects  such  novel  ideas  to 
find  an  immediate  place  in  oil  markets. 
But  many  hope  that  a  new  urgency  for 
such  moves  will  smooth  the  path  of 
crude  markets.  After  all,  the  Middle 
East  war  has  reminded  the  world  of  its 
vulnerability  to  the  next  oil  crisis. 

By  Robert  Buderi  in  New  York,  with 
John  Rossant  in  Riyadh,  Charles  Hoots  in 
Paris,  and  bureau  reports 
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SPECIAL  REPORTI 


'IT  MIGHT  AS  WELL  BE 
JUST  BUSH  OH  THE  BALLOT' 


The  President's  triumph  may  make  him  a  shoo-in  for  reelection 


Washington  is  a 
city  dotted  with 
statues  of  military 
heroes.  But  they're 
vastly  outnumbered 
by  the  capital's  le- 
gion of  armchair 
generals,  who  have 
been  busy  spinning  "nightmare  scenari- 
os" in  which  George  Bush's  desert  ad- 
venture turns  into  a  U.  S.  disaster.  As 
the  war  winds  down,  one  nightmare  is 
finally  coming  to  pass.  But  it's  the  Dem- 
ocrats, not  the  President,  who  are 
clutching  the  sheets  in  horror. 

Operation  Desert  Storm  has  trans- 
formed George  Bush,  political  wimp, 
into  a  macho  combination  of  Teddy  Roo- 
sevelt and  John  Wayne.  And  as  Demo- 
crats look  toward  the  1992  election, 
many  see  a  bleak  future.  Some  worry 
that  the  party  may  lose  the  Presidency 
for  the  sixth  time  in  seven  tries  and 
possibly  give  up  its  control  of  the  Senate 
as  well. 

The  Democrats  hit  themselves  with 
the  political  equivalent  of  a  Scud  on  Jan. 
12.  That's  the  day  that  45  of  56  Demo- 
cratic senators,  and  181  of  the  267 
House  Democrats,  voted  against  a  reso- 
lution authorizing  the  President  to  use 
force  to  expel  Iraq  from  Kuwait.  Worse, 
party  leaders  continued  to  argue  that  a 
ground  war  would  lead  to  intolerable 
U.  S.  casualties.  Republicans  will  seize 
on  this  dovishness  to  paint  their  oppo- 
nents as  unwilling  to  defend  U.  S.  inter- 
ests. Democrats,  crows  GOP  strategist 
John  Buckley,  "have  thrown  away  the 
key  to  the  Republican  lock  on  the  White 
House." 

'free-fall.'  None  of  this  means  that 
George  Bush  is  unbeatable.  His  Admin- 
istration might  be  rocked  by  scandal  or  a 
swooning  economy.  Or  the  rout  of  Iraq 
could  lead  a  cocky  White  House  into  a 
major  foreign  blunder.  But  shell-shocked 
Democrats  are  bracing  for  the  worst. 
"Without  some  unforeseen  occurrence, 
we  are  going  to  have  a  Soviet-style  elec- 
tion [in  1992],"  sighs  Democratic  pollster 
Claibourne  Darden.  "It  might  as  well  be 
just  Bush  on  the  ballot." 

The  Republicans  will  work  hard  to  in- 
ject the  national  security  issue  into  con- 
gressional races  in  hopes  of  winning  the 
seven  seats  they  need  for  a  Senate  ma- 
jority. Twenty  of  the  35  seats  up  in  1992 


are  held  by  Democrats,  including  11 
freshmen.  Recent  polls  show  that  some 
first-termers,  such  as  Terry  Sanford  of 
North  Carolina,  Brock  Adams  of  Wash- 
ington, and  Wyche  Fowler  Jr.  of  Georgia 
could  be  vulnerable.  "Democrats  are  in  a 
free-fall,"  says  National  Republican  Sen- 
atorial Committee  Chairman  Phil 
Gramm  (R-Tex.).  "Now,  the  public  can 
see  they're  weak-kneed  on  defense." 

The  Democrats  are  in  no  mood  for  an 
Iraqi-style  mass  surrender,  though.  Poll- 
ster Geoffrey  Garin  says  war  euphoria 


party's  advantage.  "People  think,  'Hey 
the  weapons  worked.  Our  governmenti 
works,'  "  says  Paul  Tully,  political  direc-j 
tor  of  the  Democratic  National  Commit-| 
tee.  "  'If  we  can  do  this,  why  can't  we' 
compete?  Why  can't  we  have  the  bestf 
schools  in  the  world?  Why  can't  I  drinkj 
the  water?'  " 
worst  fear.  Even  if  the  party  agreed 
on  a  message,  it  would  still  need  a  mes- 
senger. And  that's  where  the  Democrats 
get  into  serious  trouble.  One  of  their  top 
guns,  Senator  Sam  Nunn  of  Georgia, 
wounded  his  chances  for  the  White 
House  by  voting  against  the  gulf  resolu- 
tion. And  New  York  Governor  Mario  M. 
Cuomo  is  currently  drowning  in  a  $6 
billion  budget  deficit,  which  is  forcing 
him  to  increase  taxes. 

Democratic  pros'  worst  fear  is  that 
with  their  big  names  scared  off  by  Bush, 
the  party,  in  an  echo  of  1972,  may  field  a 
fringe  candidate  who  could  drag  the  en- 


Success  in  the 
gulf  has 
transformed 
George  Bush  into  a 
combination  of  ^ 
Teddy  Roosevelt 
and  John  Wayne 


will  fade  quickly,  and  with  it,  memories 
of  Democratic  opposition  to  the  Adminis- 
tration's military  aims.  "The  voters  had 
mixed  feelings  before  the  war,  and  they 
will  after,"  says  Garin. 

The  Democrats'  best  hope  is  to 
wrench  the  debate  back  to  the  domestic 
front,  where  Bush's  cautious  policies  put 
him  at  odds  with  much  of  the  electorate. 
Party  leaders  will  press  for  more  spend- 
ing on  education,  highways,  and  health 
care.  "We  drew  a  line  in  the  sand  in 
Saudi  Arabia.  Now,  we  need  to  draw  a 
line  down  Main  Street  and  start  address- 
ing our  problems  at  home,"  says  Tennes- 
see Senator  Albert  Gore  Jr.  "Bush  is 
vulnerable." 

Some  Democrats  think  they  can  turn  a 
burst  of  postwar  national  pride  to  the 


tire  ticket  dov/n.  George  McGovern,  for 
one,  has  already  startled  Democrats  by 
announcing  that  he's  available. 

No  matter  how  invincible  Bush  looks, 
Democrats  can  do  better  than  that.  But 
their  task  isn't  going  to  be  made  any 
easier  by  the  political  tableau  that  the 
President's  handlers  will  orchestrate  for 
the  rest  of  the  year.  There  will  be  end- 
less victory  parades,  tearful  reunions  of 
soldiers  and  their  families,  and  chest- 
thumping  about  America's  triumph  over 
the  mother  of  all  tyrants.  Deflated  Dem- 
ocrats can  only  watch  the  patriotic  pro- 
cession pass  by — and  wonder  whether 
their  hopes  for  political  dominance  have 
perished  in  the  desert  sands. 

By  Douglas  Harbrecht  and  Paula  Dwyer 
in  Washington 
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THIS  COPIER 

OUT1ASTED  52  VPs 

14  SR  VPs,  4  CFOs 

AND  ONE  SUA 


jj  Ah  yes,  the  ever-changing  faces  at  the 
office.  Some  with  titles  they're  not  even  aware 
of.  But  nobody  ever  talks  behind  a  Savin  copier's 
back.  They're  so  dependable  they've  been  known 
to  last  twenty  years.  Perhaps  the  only  reason 
you'd  replace  your  old  Savin  copier  is  to  get  your 
hands  on  the  full  range  capability  of  a  new  one. 
H  Take  the  new  Savin  9710.  It  has  all  the 
features  you  need  in  this  don't-give-me-any- 
problems-l-have-to-have-it-or-the-S.O.B.-will- 

©  1991  Savin  Corporation 


fire-me  business  world.  |||  Like  high  speed  and 
high  volume  performance,  with  a  3700-sheet 
paper  capacity.  Seven  preset  enlargement/ 
reduction  modes,  with  an  eighth  you  can  set 
where  you  like.  Automatic  copying  from 


computer  forms  so  you  don't  have  to  stand 
there  contemplating  the  push-pin  holes  in  the 
wall.  A  guidance  display  so  easy  even  the 
interns  can  figure  it  out.  And  a  Job  Card  System 
that  makes  those  tedious  copying  jobs  duck 
soup.jj  So  here  are  two  suggestions.  Pray 
that  the  S.O.B.  doesn't  resurface  at  your  next 


job.  And  call  Savin  today  at  1-800-52 

sai/in 


WE  MIND  YOUR  BUSINESS. 


The  new  Savin  9710 


V.32  Smorgasbord 


UDS  offers  more  choices, 
more  features  than  any  other 
modem  builder 


UDS.  acknowledged  by  leading  trade 
magazines  and  independent  research 
organizations  as  the  world's  premier 
supplier  of  V.32  modems,  offers  more 
variations  on  the  V.32  theme  than  any 
other  manufacturer. 

Every  modem  in  the  UDS  V.32  family 
has  the  dial-up,  full-duplex  9600  bps 
and  associated  fallback  capabilities 
mandated  by  the  CCITT  recommenda- 
tion. Beyond  basic  V.32  conformity 
lies  a  myriad  of  features  and  options. 
Among  the  user  options  available  are: 

PACKAGING  -  UDS  V.32s  may  be 
ordered  as  board-level  IBM  plug-ins, 
in  standalone  packages  or  as  central 
site  rack-mountable  cards. 


THROUGHPUT  -  Selected  models 
offer  MNP'  levels  4  and  5  for  error 
control  and  data  compression;  others, 
in  compliance  with  CCITT  V.42  bis, 
offer  MNP  or  LAP-M  compression 
throughput  rates  up  to  38,400  bps. 

CONNECTIVITY  —  Sync-Up"M  board- 
level  versions  of  V.32s  are  available 
for  various  combinations  of  BSC,  SNA 
and  OS/2  host-to-remote  communi- 
cation for  EDI,  X.25,  BSC,  SNA  and 
LU6.2  applications. 

PC  APPLICATIONS  -  V.32s  are 
available  in  the  FasTalk"1  configuration, 
designed  especially  for  PC  use. 

INTERNATIONAL  ACCEPTABILITY- 

Several  versions  of  the  UDS  V.32  have 


already  been  qualified  to  non-U.S. 
operating  standards,  assuring  their 
acceptability  in  multi-national  networks. 

Features  and  value  make  UDS  the 
favorite  choice  for  V.32s.  For  a  look  at 
the  whole  menu,  contact  UDS, 
5000  Bradford  Drive,  Huntsville,  AL 
35805-1993.  Telephone  205/430-8000; 
FAX  205/430-8926. 


AA  MOTOROLA 
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fED  BY  HARRIS  COLLINGWOOD 


INTERCEPTS,  BUT 
LL  IT  SCORE? 


t  the  final  hour,  General 
:tric  slipped  in  to  steal  the 
w.  On  Feb.  26,  GE's  NBC 
vision  network  scooped  up 
ibled  Financial  News  Net- 
■k  for  $105  million.  The 
rs  surprised  Dow  Jones 

Westinghouse  Electric's 
up  W  Satellite  Communi- 
ons, which  had  already  an- 
:nced  an  agreement  in 
iciple  to  buy  FNN  for  an 
mated  $90  million, 
he  purchase  boosts  NBC's 
i  cable  business  network, 
:C,  by  increasing  program- 
g  and  eliminating  its  ma- 
rival.  The  deal  could  still 
le  undone,  however.  FNN 

probably  file  for  bank- 
tcy  protection  as  a  way  to 
isfer  the  network's  as- 
i — but  not  its  overwhelm- 

debt— to  CNBC.  Westing- 
se  and  Dow  Jones  say 
f  will  revise  their  bid  and 
j  present  it  in  court. 


RYSLER  RETIRES 
1  PRICIEST  JEEP 


he  Jeep  Grand  Wagoneer 
riving  off  into  the  sunset. 

Feb.  26,  Chrysler  an- 
nced  that  1991  will  be  the 

year  for  the  four-wheel- 
e  luxury  utility  vehicle, 
ch  has  changed  little  since 
introduction  in  the  1960s, 
goneer  buyers,  whose 
2,000  average  incomes 
<e  them  Chrysler's  richest 
tomers,  are  turning  to 
'fier  competitors,  such  as 

Eddie  Bauer  version  of 

Ford  Explorer.  Chrysler's 
!  top-of-the-line  Jeep,  code- 
led  ZJ,  won't  be  ready  un- 
ate  1992. 


DAWN  STARTING  TO 
EAK  AT  MACY'S? 


..  H.  Macy  may  be  turning 
corner.  On  Feb.  25,  the 
liler  announced  that  even 
ugh  sales  fell  9.4';f  from  a 
r  earlier  for  the  quarter 
ed  Feb.  2.  losses  amounted 


to  only  $7.3  million  before  an 
extraordinary  gain  of  $85.3 
million.  For  the  same  quarter 
last  year,  the  company  lost 
$39  million.  This  quarter's  ex- 
traordinary gain  came  from 
retiring  what  company 
sources  say  was  roughly  $200 
million  worth  of  junk  bonds. 
Including  the  gain,  Macy's 
second-quarter  net  income 
was  $78  million. 

Macy's  also  announced 
plans  to  spend  at  least  $150 
million  on  television  advertis- 
ing in  1992 — five  times  what 
it  spent  in  1990.  And  it  ex- 
pects to  reduce  its  $5.4  billion 
debt  load  by  $2  billion  by 
vearend. 


SCRAMBLING  FOR  CASH 
AT  MGM-PATHE 


►  Italian  financier  Giancarlo 
Parretti  has  been  Hollywood's 
mystery  man  since  arriving 
nearly  three  years  ago.  Now, 
the  mystery  is  how  long  he'll 
be  able  to  hold  on  to  the  mgm 
studio  he  acquired  in  Novem- 
ber for  $1.3  billion.  Suffering 
from  mounting  cash-flow 
problems,  Parretti's  MGM- 
Pathe  Communications  is  hus- 
tling to  line  up  about  $300  mil- 
lion in  added  capital  to  start 
work  on  four  new  movies  and 
release  others  it  has  already 
completed. 

The  company  has  already 
postponed  the  Mar.  8  release 
of  Delirious,  starring  John 
Candy,  for  lack  of  promotion 
and  advertising  funds,  and  it 
has  been  plagued  by  rumors 
of  unpaid  bills  to  vendors  and 


'OF  COURSE,  SIR,  SIT  WHEREVER  YOU  LIKE' 


Remember  your  last  miserable 
airplane  flight?  Remember 
grumbling  that  animals  are 
treated  better  than  the  average 
air  traveler?  You  don't  know 
how  right  you  were. 

The  six  Western  Lowland  go- 
rillas that  recently  flew '  Emery 
Worldwide  from  Cincinnati  to 
San  Diego  enjoyed  creature  com- 
forts that  most  frequent  fliers 
would  envy.  They  had  a  big 
plane  almost  to  themselves — a  veterinarian  or  two  tagged 
along — and  plenty  of  fresh  fruit.  No  movie,  but  no  tedious 
lectures  on  what  to  do  "in  the  unlikely  event  of  loss  of  cabin 
pressure,"  either.  Of  course,  the  royal  treatment  isn't  cheap: 
Emery's  fee  was  $40,000  or  so — banana  daiquiris  not  included. 

Actually,  Emery  seems  to  be  the  animal  kingdom's  airline  of 
choice.  The  freight  carrier  regularly  hauls  livestock  to  Hawaii, 
where  the  animals  do  their  part  to  freshen  up  the  state's  gene 
pool.  Hawaiian  honeymoons  are  so  romantic. 


the  possible  resignation  of 
film  chief  Alan  Ladd  Jr.  MGM- 
Pathe  will  say  only  that  it's 
paying  its  suppliers  "rapidly." 
Ladd  had  no  comment. 


WHAT  THE  KEATING 
FIVE  WILL  FACE 


►  On  Feb.  27,  after  14  months 
of  investigations  and  hear- 
ings, the  Senate  Ethics  Com- 
mittee made  recommenda- 
tions in  the  case  of  the 
Keating  Five.  At  issue  was 
whether  five  senators  improp- 
erly interceded  with  regula- 
tors on  behalf  of  Lincoln  Sav- 
ings &  Loan  owner  Charles 
Keating. 

Alan  Cranston  (D-Calif.), 
who  says  he'll  resign  next 


portfolio's  veRy 
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year,  will  face  a  trial-like  pro- 
ceeding that  could  result  in  a 
Senate  vote  to  censure  his 
conduct.  Two  others,  Banking 
Committee  Chairman  Donald 
Riegle  (D-Mich.)  and  Dennis 
DeConcini  (D-Ariz.h  will  re- 
ceive strongly  worded  letters 
calling  their  action  improper 
but  not  unlawful.  John  Glenn 
(D-Ohio)  and  John  McCain  (R- 
Ariz.)  will  be  chided  for  their 
poor  judgment. 


A  MASSIVE  WRITE-OFF 
AT  WESTINGHOUSE 


►  The  debt  binge  of  the  1980s 
has  produced  another  hang- 
over. Bad  junk  bonds  and 
soured  loans  for  hotels  and 
office  buildings  have  Westing- 
house  Electric  executives 
reaching  for  aspirin.  On  Feb. 
27,  the  company  announced  a 
drastic  restructuring  of  its  fi- 
nancial-services unit,  result- 
ing in  a  $975  million  fourth- 
quarter  write-off.  As  a  result, 
last  year's  net  income  was  cut 
from  $1  billion  to  $268  million. 

Rather  than  ride  out  the 
current  slump,  Westinghouse 
has  decided  to  dump  $2.3  bil- 
lion in  real  estate  assets.  In 
total,  the  financial-services  op- 
eration is  looking  to  shed 
holdings  totaling  $3  billion,  or 
aboout  a  third  of  its  $10  bil- 
lion in  assets. 
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Rick  Urso  is  the  Plant  Manager  at  Budd  Canada.  Rick  Lawton,  the 
Program  Manager  of  Digital's  systems  integration  team.  Together,  they  did 
what  neither  could  do  alone.  They  put  Budd  Canada  a  step  ahead  of  other 
automotive  underbody  assembly  suppliers. 

"When  it  came  time  to  replace  our  aging  production  tracking  system,  we 
saw  an  opportunity  to  implement  a  production  control  system  that  would  give 
us  a  real  competitive  edge,"  Urso  explains.  "But  internally,  we  didn't  have  the 
expertise,  or  experience,  to  take  on  such  a  big  project.  So  we  turned  to  Digital." 


Lawton  replies,  "We  immediately  sent  a  team  to  Budd  Canada,  one 
accustomed  to  the  challenges  of  integrating  a  multi-vendor  manufacturing 
environment.  And  then  we  immersed  ourselves  in  every  aspect  of  their  business 
until  we  understood  their  needs  across  the  board." 

After  thoroughly  studying  Budd  Canada's  operation,  Digital  proposed  a 
solution:  A  Production  Management  Information  System  based  on  Digital's 
Network  Application  Support  (NAS).  This  system  lets  managers  know  who's 
working  where,  on  what;  who's  producing  how  much.  Giving  Budd  Canada 
better  control  of  their  entire  manufacturing  process,  while  helping  to  reduce  costs. 

The  key  to  the  project's  success? 

"Digital  made  sure  our  front-line  foremen  who'd  be  running  the  system 
every  day  understood  and  could  use  the  system  properly,"  says  Urso.  "Our  guys 
couldn't  help  but  relate  to  the  Digital  training  team  -  they  were  with  us  every 
step  of  the  way." 

"We  made  sure  of  it,"  Lawton  adds.  "And  not  only  did  we  help  design 
and  implement  the  system.  We  helped  with  its  transition  and  acceptance." 

After  a  three-year  partnership,  Budd  Canada's  reaping  the  rewards  of 
working  with  Digital. 

"Digital's  helping  us  do  the  things  today  that  will  let  us  remain  a  world-class 


Y)ure  looking  at 
two  integral  parts  of 

Budd  Canada's 
manufacturing  success. 


automotive  parts  supplier  of  tomorrow,"  concludes  Urso. 


Rick  Lawton,  Digital 
Rick  Urso,  Budd  Canada 
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FRANCE  I 


LA  REPUBUQUE  ISN'T  FEELING  SO 
GRAND  ANYMORE 


As  its  economy  slides  into  recession,  France's  vision  o 


European  unity  is  dimming 
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At  the  end  of  the  day,  Michel  Ro- 
card  sinks  into  a  sofa  in  his  gild- 
ed 18th  century  Paris  office  and 
sums  up  his  long-term  aims  as  France's 
Prime  Minister.  "Europe,"  says  the  spar- 
row-framed Rocard,  as  he  sips  Scotch 
and  puffs  a  pungent  Gauloise.  "That's 
my  goal.  Everything  else  follows." 

But  these  days,  Rocard's  dream  of  a 
united  Europe  is  dimming.  German 
Chancellor  Helmut  Kohl  is  going  it  alone 
in  economic  policy  and  is  cooling  toward 
European  monetary  union,  a  key  French 
goal.  Europe's  schizophrenia  toward  the 
gulf  war — from  hawkish  Britain  to  con- 
ciliatory Italy — has  shown  that  political 
union  is  a  complex  issue  that  may  prove 
to  be  a  pipe  dream.  And  now,  French 
hopes  are  hitting  another  sobering  reali- 


ty: Their  economic  miracle  of  recent 
years  is  suddenly  in  tatters  (chart). 

The  economy  already  was  slowing  be- 
fore gulf  war  jitters  began  last  summer. 
But  then,  in  the  fourth  quarter,  gross 
national  product  shrank  0.4%.  The  first 
quarter  may  be  even  worse.  Auto  sales 
plunged  20?'  in  January  as  war  got  un- 
der way.  Clearly,  France  is  following 
Britain  into  recession — the  first  Conti- 
nental power  to  do  so. 

Recession  is  hitting  France  at  an  un- 
comfortable moment:  a  time  of  social 
malaise  at  home  and  uncertainty  about 
France's  place  in  Europe — concerns  that 
have  been  building  for  months.  Workers 
and  students  have  been  demanding  the 
fruits  of  a  restructured  economy.  Ger- 
many's reunification  has  aroused  old 


fears.  And  the  gulf  war  has  produced 
uneasiness  over  Erance's  world  role.  The 
French  see  their  special  relationship 
with  Arab  nations  endangered  and  fear 
a  backlash  from  the  5  million  North  Af- 
rican Moslems  living  in  France. 
power  check.  But  it  is  the  new  econom- 
ic vulnerability  that  most  threatens 
France's  goals  for  Europe,  especially  if 
it  jerks  French  Socialist  leaders  back 
into  their  old  dirigiste  ways.  As  the 
economy  cools,  latent  French  protection- 
ist feelings  may  become  more  overt, 
touching  off  a  hot  dispute  within  the 
European  Community.  Although  the 
EC's  deadline  for  scrapping  trade  barri- 
ers is  less  than  two  years  away,  pres- 
sure is  already  growing  for  more  aid  to 
sagging  French  state-owned  companies. 


1 
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France's  new  discontent  may  have 
■<>ad  I'amit'icatinns.  France  w  ould  like  a 
urope  that  is  tightly  knit  economically, 
eluding  a  common  monetary  policy.  It 
so  favors  common  defense  and  foreign 
)licies.  The  French  believe  such 
:hievements  will  serve  as  a  check  on 
rowing  German  power,  and  they  con- 
der  their  economic  revitalization  of  the 
)80s  as  the  vehicle  enabling  them  to 
tach  their  goals.  But  after  a  decade  of 
dustrial  restructuring,  cost- 
g  the  state  tens  of  billions 
:  francs  and  its  companies 
lousands  of  jobs,  France  is 
)ing  little  better  than  strug- 
ling  along,  while  Germany 
earns  ahead.  Already,  Ger- 
any  leads  France  in  autos, 
achinery,  electronics,  and 
lemicals.  It  soon  may  over- 
tke  the  French  in  aerospace. 

It's  unlikely  France  will  be 
3le  to  make  a  major,  perma- 
jnt  shift  back  into  its  old 
ibits  to  get  its  industries 
jing  again.  For  one  thing,  it 
is  limited  resources.  Reces- 
on  means  tax  revenues  are 
unging,  but  spending  is  ris- 
ig  because  of  the  war.  In 
ict,  government  capital  in- 
isions  for  state-owned  in- 
ustrial  companies  peaked  at 
1.2  billion  in  1986.  This  year, 
le  government  is  expected 
)  pump  in  $1.4  billion. 
alms  out.  Nonetheless, 
ressure  is  building  to  increase  equity 
ifusions,  particularly  as  debt  builds  at 
ationalized  companies,  which  account 
>r  25%  of  GNP,  vs.  11%  for  Germany 
nd  3.5%  for  Britain.  Many  state  compa- 
ies  are  seeking  special  research  and  de- 
slopment  grants.  Groupe  Bull,  for  ex- 
mple,  hopes  the  state  will  finance  at 
iast  20%  of  a  $2.2  billion  computer  de- 
elopment  program.  And  despite  fiscal 
anstraints,  Socialists  will  have  a  hard 
me  resisting  the  mount- 
ig  aid  requests  if  the 
conomic  crunch  gets 
aally  bad — even  if  doling 
ut  cash  in  a  free-market 
C  creates  a  political 
torm  among  its  allies. 

For  free-marketers,  an 
minous  sign  of  possible 
'rench  intentions  was 
'ebruary's  grant  of  some 
400  million  in  govern- 
lent  equity  to  Air 
'ranee,  an  ailing  carrier 
nth  a  war-induced  traf- 
ic  slump.  Officially,  the 
andout  was  to  finance 
lanned  airplane  pur- 
hases,  but  skeptics  con- 
ider  it  a  simple  bailout. 

Other  state-owned 


French  companies  also  have  their  hands 
out.  Thomson  (page  66),  the  struggling 
electronics  giant,  needs  cash  to  pay 
down  debt  and  develop  high-definition 
television.  And  Aerospatiale  wants  help 
because  the  weak  dollar  is  hurting 
income  from  the  Airbus  jetliners  it 
assembles. 

Government  officials  insist  these  are 
investments  they  would  make  even  in 
good  times.  So  far,  Prime  Minister  Ro- 


WHAT'S  AILING  FRANCE 
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...AND  THE  ECONOMY 
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card  is  blocking  pressure  for  even  heavi- 
er aid  from  Industry  Minister  Roger 
Fauroux.  A  former  left-wing  militant 
turned  pragmatist,  Rocard  vows  to 
maintain  his  tightfisted  management 
style  during  recession.  He  has  ordered 
cuts  of  $2.5  billion  in  government  bud- 
gets to  offset  gulf  war  costs.  He  says  he 
will  resist  big  deficits  just  as  he  resisted 
pressures  for  wage  hikes  that  alienated 
him  from  fellow  Socialists  last  year. 

"Our  economy  is  still  too 
fragile,"  says  Rocard. 

Recession  is  showing 
that  France's  corporate 
restructuring  still  has  a 
long  way  to  go.  French 
acquirers  that  have  gone 
global  with  a  vengeance 
are  now  being  forced  to 
retrench.  Chemical  giant 
Rhone-Poulenc,  which 
bought  U.  S.  pharmaceu- 
tical maker  Rorer  last 
year,  saw  1990  earnings 
plunge  52'^  and  plans 
spending  cuts.  Profits 
also  fell  by  half  at  giant 
steel  producer  Usinor  Sa- 
cilor,  which  bought  U.  S. 
steelmaker  J&L  Specialty 
Products  Corp.  last  year. 


ROCARD:  IS  HE  A  SUPPLY 
SIDER  OR  A  SOCIALIST? 


And  ailing  Michelin  is  cutting  capital 
spending  by  607',  one  result  of  its  $715 
million  buyout  last  May  of  Uniroyal 
Goodrich  Tire  Co. 

In  sharp  contrast  to  France's  econom- 
ic malaise  is  its  newfound  enthusiasm 
for  the  U.  S.-led  campaign  against  Sad- 
dam Hussein.  Some  of  that  stems  from 
sheer  self-interest.  With  Bonn  taking 
only  a  limited  role  in  the  gulf  war, 
"France  wants  to  be  on  the  right  side,  to 
show  it  has  some  of  the  [Eu- 
ropean] assets  the  Germans 
don't,"  says  Helen  Wallace 
of  London's  Royal  Institute 
of  International  Affairs. 

If  President  Francois  Mit- 
terrand had  not  supported 
Operation  Desert  Storm,  he 
might  have  been  cut  out  of 
the  postwar  Mideast  political 
order.  He  also  might  have 
been  kept  from  playing  a 
central  role  in  future  security 
strategies  for  Europe  and 
NATO.  With  the  power  of  So- 
viet hardliners  on  the  rise, 
Mitterrand  wants  U.  S. 
troops  kept  in  Europe  as  a 
deterrent. 

acute  anemia.  But  even  as 
France  strengthens  its  secu- 
rity role,  Germany  is  gaining 
economic  power.  Germany's 
$1.8  trillion  economy  is  sud- 
denly 407  bigger  than 
France's.  A  year  ago,  it  was 
just  2595  bigger.  The  gap  will 
only  widen  as  eastern  Germany  rebuilds. 

Rocard  has  been  trying  to  fortify 
French  business  against  a  German  blitz 
through  a  curious  mix  of  Reaganomics 
and  state  direction.  As  a  supply  sider,  he 
cut.  taxes  on  reinvested  corporate  prof- 
its. Yet  he  has  subsidized  corporate  re- 
search and  prodded  state  companies  to 
expand  abroad. 

Until  the  French  economy  faltered, 
Rocard's  economic  program  was  hard  to 
challenge.  But  recession  now  poses  a 
major  test  of  France's  economic  orienta- 
tion and  of  the  "miracle"  that  suddenly 
seems  a  bit  of  a  sham.  At  the  same  time, 
the  growing  muscle  of  its  mighty  east- 
ern neighbor  is  starting  to  crowd  France 
as  it  tries  to  preserve  the  influence  it 
has  wielded  in  Europe  since  the  end  of 
World  War  II. 

It's  a  difficult  time  for  the  Continent's 
second  power.  Not  even  the  nuclear 
strike  force  constructed  by  Charles  De- 
Gaulle  matters  anymore.  With  Germany 
united  and  the  cold  war  over,  "France  is 
the  big  loser,"  says  a  U.  S.  diplomat. 
Michel  Rocard  and  his  Socialist  col- 
leagues will  be  taxing  all  of  their  Gallic 
ingenuity  over  the  months  ahead  to 
prove  him  wrong. 

By  Stewart  Toy,  with  Blanca  Riemer,  in 
Paris  and  Richard  A.  Melcher  in  London 
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JAPAN  I 


THE  'MOMMY  TRACK,' 
JAPANESE-STYLE 


A  tight  labor  market  means  new  status  for  women  workers 


SAISON  GROUP  WORKERS' 
CHILDREN  PLAY  AT  THE 
COMPANY  DAY  CARE  CENTER 


Naomi  Watanabe  is  one  of  the 
lucky  ones.  Saison  Group,  where 
she  is  an  insurance  agent,  gave 
her  a  year  off  after  her  son  was  born. 
Now,  each  day,  she  packs  up  16-month- 
old  Shohei  for  the  commute  to  the  day 
care  center  in  the  Saison  building.  For 
$350  per  month,  including  meals,  he  can 
stay  until  he's  three.  "I'd  have  to  quit 
without  this,"  Watanabe  says. 

Companies  such  as  Saison,  which  runs 
department  stores  and  supermarkets, 
are  out  front  on  a  major  shift  in  Japa- 
nese life.  Until  recently,  women  were 
expected  to  stay  home  and  tend  to  fam- 
ily matters.  If  they  worked  at  all,  mostly 

SWEDEN  ■MHBBBHMHUimiHBIIIHBl 


WALLENBERG'S 
NEW  WALLS 

The  $2.3  billion  Saab  buyout  gives 
him  a  shield  from  EC  raiders 

At  noon  sharp  on  Feb.  25,  the 
Saab-Scania  board  meeting  began 
in  the  conference  room  in  Stock- 
holm's elegant  Grand  Hotel.  Barely  an 
hour  later,  the  company's  chief  execu- 
tive was  out,  and  Sweden's  mighty  Wal- 
lenberg group  weighed  in  with  the  larg- 
est leveraged  buyout  in  Swedish  history: 


as  retail  or  office  clerks,  it  was  only 
until  they  married  or  had  kids.  Now  a 
severe  labor  shortage  is  pulling  women 
in  record  numbers  into  jobs  from  gas 
station  attendants  to  managers.  Fully 
407c  of  the  work  force  is  female,  and  the 
number  of  women  entering  it  hit  a  rec- 
ord high  of  2.44  million  last  year. 

With  unemployment  at  a  tight  2.1%, 
even  Japan's  most  traditional  companies 
are  forced  to  find  ways  to  attract  and 
keep  women  workers.  "To  formally  ad- 
dress the  problems  of  working  women  is 
a  radical  change  for  Japan,"  says  Kazue 
Sakamoto,  a  sociologist  at  Japan  Wom- 
en's University. 


a  $2.3  billion  plan  to  acquire  the  blue- 
chip  automotive  and  aerospace  group. 

In  one  move,  64-year-old  industrialist 
Peter  Wallenberg  is  dramatically  reshap- 
ing his  empire.  For  years,  Sweden's  pro- 
tective climate  enabled  him  to  use  a  web 
of  minority  interests  to  control  many  top 
companies,  from  appliance  maker  Elec- 
trolux  Corp.  to  telecommunications  giant 
Ericsson.  But  when  Sweden  enters  the 
European  Community,  its  barriers  will 
fall,  leaving  Wallenberg  open  to  take- 
overs. To  counter  that  threat,  he  is  mak- 
ing Saab-Scania  his  centerpiece,  giving 
him  a  strong  base  from  which  to  com- 
pete in  the  new  single  market. 

Through  his  holding  companies,  Inves- 
tor and  Providentia,  Wallenberg  already 


The  "mommy  track"  has  become  such 
a  hot  topic  that  it  tops  the  agenda  for 
Japan's  annual  March  bargaining  ses- 
sion that  covers  12  million  workers,  287 
of  them  women.  The  unions  are  pushing 
for  a  revolutionary  one-year  leave  for 
new  parents,  as  well  as  for  higher 
wages  and  shorter  working  hours.  So 
far,  only  about  207  of  companies,  includ- 
ing Toyota  Motor  Corp.,  offer  leaves. 
tax  breaks.  The  Labor  Ministry  is  also 
drafting  a  child-care-leave  bill  for  debate 
in  the  March  Diet  session.  Opposition 
parties  failed  three  times  to  enact  such  a 
law,  but  now  the  ruling  Liberal  Demo- 
cratic Party,  sympathetic  to  big  busi- 
ness, is  on  board.  "They're  finally  realiz- 
ing it's  a  waste  to  throw  women  away 
when  they  have  children,"  says  Ryuko 
Fujii,  director  of  women's  welfare  at  the 
Labor  Ministry.  One  reason  for  the  Es- 
tablishment's support  is  a  spreading 
panic  over  Japan's  birthrate,  now  at  1.57 
per  woman  and  falling.  To  encourage 
women  to  mix  motherhood  and  work, 
lawmakers  may  raise  the  level  of  non- 
taxable part-time  income  by  507,  to 
$11,500,  and  give  tax  breaks  for  children. 

Many  of  the  brightest  women  still  flee 
to  foreign  companies  for  better  treat- 
ment. But  some  Japanese  companies  are 
catching  up.  Last  year,  Nissan  Motor 
Co.  adopted  a  generous  child-care  policy, 
including  a  five-year  leave.  New  female 
graduates  also  praise  Japan  Airlines, 
Asahi  Breweries,  and  Suntory.  And  a 
government  study  shows  that  from  1979 
to  1989,  the  number  of  female  middle 
managers  in  companies  with  more  than 
100  employees  doubled,  to  55,710. 

Still,  Japan  remains  very  much  a 
man's  world.  Despite  a  1986  equal  em- 
ployment opportunity  law,  Japanese 
women  make  only  57<f  for  every  dollar 
men  take  home.  Now,  thanks  to  a  little 
economic  shock,  companies  are  realizing 
they  can't  compete  without  women  and 
are  starting  to  do  something  about  it. 

By  Karen  Lowry  Miller  in  Tokyo 


owns  nearly  half  of  Saab-Scania.  With 
full  ownership,  the  two  holding  compa- 
nies will  become  an  industrial  group 
with  assets  of  $12.3  billion,  up  from  $7.3 
billion  now. 

Wallenberg  also  gains  access  to  Saab- 
Scania's  $1  billion  cash  flow.  The  group 
is  now  eligible  for  the  favorable  tax 
treatment  offered  to  Swedish  manufac- 
turers. Above  all,  the  sheer  size  of  the 
empire  makes  it  much  harder  to  raid. 
the  wrohg  hands.  To  finance  the 
buyout,  Wallenberg  has  launched  an 
equally  ambitious  program  to  dump  as- 
sets. In  January,  he  sold  off  one  of  his 
gems,  the  food-engineering  group  Alfa- 
Laval  for  $3  billion.  Another  candidate 
targeted  for  possible  disposal  is  his  157> 
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LAPTOPS... WE  STARTED  IT  ALL 


I  li 

nrf.-.T.Trrrnn    In  1983,  we  introduced 


the  world's  first  laptop  computer.  We  went  on  to  engineer  built' in  software, 


easy-tO'read  screens 


and  hard  drives  in  notebook' size  PCs. 


AND  HOW... 

THE  NEW 
TANDY  2810  HD 
NOTEBOOK  PC. 


286  Power 

The  80C286  micro- 
processor runs  af 
/6  MH:  for  speed- 
intensive  applications 
like  Microsoft® 
Windows. 


VGA  Graphics 

Brilliant  clarity  with 
640  x  480  graphics  and 
a  sharp  16/32-gray  scale 


Built-in  Hard  Drive 

20  megabytes  of  internal 
storage  tor  rapid  access,  plus 
a  3.5"  1.44MB  floppy  drive. 


MS-DOS™  4.01 

The  latest  version  of 
MS-DOS  (4-01)  comes 
already  installed  on 
the  built-in  hard  drive 


DeskMate"  Interface 

The  DeskMate  Graphical 
User  Interlace  with  ten 
applications  is  installed  on 
the  hard  drive  tor  instant' 
on  ease  ot  use. 


Resume  Mode 

Lets  you  shut  oft  and 
a»me  back  right  where 
you  left  oft— also  shuts 
down  automatically  to 
save  battery'  lite. 


External  Support 

Attach  a  101  -key  key- 
txiard.  a  VGA  o  >li  ir 
monitor,  a  printet,  an 
external  tl  ipp)  drive 
and  more 

1  MB  Memory 

Expandable  t<< 
live  megabytes 
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DESKTOP  I^B 
PERFORMANCE  IN  A  6.7-lb.  PORTABLE 

Continuing  our  tradition  of  innovation,  the  Tandy  2810  HD  is  a  lightweight  laptop  for  heavy 
at  the  office,  at  home,  or  on  the  road.  With  extremely  durable  construction,  it's  built  for 

-Radio /hack 

AMERICA'S 
TECHNOLOGY 


use 

travel— but  it  can  also  support  a  full -size  keyboard  and 
monitor  for  true  desktop  power.  AT®  compatibility, 
stunning  VGA  graphics  and  DeskMate®  productiv- 
ity software.  Only  at  Radio  Shack.  Again. 

Radio  Shack  is  a  division  of  Tandy  Corporation  Microsoft  and  MS-DOS/licensed  from  Microsoft  Corp  AT/Reg  TM  IBM  Corp 
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With  A  Strong  Wforkers  Compensation  Syster  t 


Suffenng  an  on-the-job  injury  that  keeps 
someone  away  from  work— and  away  from  a 
paycheck— is  difficult  enough. 

Waiting  weeks,  or  even  months,  for  fair 
income  replacement  is  nothing  short  of 
inexcusable. 

:i  • 

sation  System  was  created. 

It  s  a  system  that  for  ~5  years,  has  been  ded- 
icated to  getting  injured  workers  their  income 
benefits  in  a  fast  no-fault  no-hassle  way. 
The  Bad  News 

Unfortunately,  there  are  problems  with 
Workers  Compensation  in  some  states.  Serious 
problems  that  are  spreading  to  other  states. 

Unnecessary  litigation  and  underfunded, 
understaffed,  state-administered  agencies  are 


slowing  down  the  entire  process.  On  top  of 
that  in  some  states  minor  injuries  are  over- 
compensated  and  major  injuries  are  under- 
compensated. 

The  Good  News 

In  some  states.  Workers  Compensation 
works  without  a  hitch.  Workers  are  oompensa: 
quickly,  and  fairh: 

But  to  bring  that  same  quickness  and  fair- 
ness to  the  troubled  states  today,  and  to 
strengthen  all  svstems  for  tomorrc v.  we  have  rc 
promote  change.  A  few  examples: 

Simpler  procedures  b  ettsei  c :  mmunicatiai 
of  rights  and  benefits,  plus  teamwork  between 
doctors,  employers  and  state  regulatorr  agerciefr 
would  do  wonders  for  the  individual  systems, 

S:  wzS.z  :  z-:  r  cv-src-rsrrei  toll-free  num.-  • 


Help  Strengthen  Workers  Compensation 


jured  Workers  Don't  Have  To  Rely  On  This* 


for  injured  workers  to  inquire  about  their 
ime  benefits.  And  consumer  brochures  out- 
ig  specific  workers' rights. 

Ideally,  alternative  methods  for  resolving 
:imate  disputes  should  be  adopted  — short  of 
lg  to  court.  This  would  allow  for  quicker 
lution  of  those  disputes  and  faster  income 
sfits. 

It's  Up  To  All  Of  Us 

lb  charge  ahead  and  implement  ideas  like 
\e,  you  can  do  one  of  two  things  to  help. 

One:  Be  aware.  Find  out  what's  happening 
our  state,  how  you're  affected,  and  what  you 
do.  Talk  to  your  insurance  company  or  busi- 
>  trade  association. 

Or  two:  Share  your  views  by  writing  to 
y  Countryman,  President  and  CEO  of 


Liberty  Mutual,  175  Berkeley  Street,  Boston,  MA 
02117.  We'll  help  you  get  in  touch  with  people  in 
your  state  who  can  help. 

Workers  Compensation  is  too  valuable 
to  neglect.  It  provides  quality  medical  and  re- 
habilitative care.  Delivers  income  benefits  with 
fairness  and  swiftness.  And  offers  cost  stability 
to  employers. 

Remember,  Workers  Compensation  was  de- 
signed to  give  American  workers  a  solid  system 
they  could  rely  on. 

Let's  make  sure  they  always  can. 


LIBERTY 
MUTUAL 


cause  When  A  Worker  Has  An  Accident,  Everybody  Gets  Hurt. 


I 


nternational  Business 


holding  in  pharmaceutical  maker  Astra. 

With  access  to  more  cash,  Wallenberg 
can  better  support  Saab  Automobile, 
Saab-Scania's  joint  venture  with  General 
Motors  Corp.  The  venture  lost  $848  mil- 
lion last  year — a  loss  of  $9,200  on  each 
car  sold.  The  other  branches  of  Saab- 
Scan  ia  more  than  made  up  for  the 
losses.  Overall,  the  company  earned  $375 
million  on  sales  of  $5.4  billion  in  1990. 

For  the  past  year,  Wallenberg  says  he 
had  "clear  indications  that  [Saab-Scania] 


shares  might  have  landed  in  the  hands 
of  foreign  competitors."  Last  summer, 
property  developer  Sven-Olof  Johansson 
acquired  a  22%  interest.  Wallenberg  laid 
out  $700  million  to  buy  those  shares, 
leaving  his  holding  companies  with  $312 
million  in  losses  after  the  stock  market 
collapsed  last  year.  When  he  learned 
that  outsiders  were  again  planning  to 
buy  10%,  he  decided  to  purchase  all  of 
Saab-Scania. 
To  secure  the  deal,  he  paid  some  40% 


above  the  closing  price  of  Saab-Scania's 
shares  on  the  Stockholm  Stock  Ex- 
change. It  also  cost  him  Georg  Karn- 
sund,  58,  Saab-Scania's  longtime  CEO, 
who,  associates  say,  took  early  retire- 
ment to  escape  the  grueling  pace.  In  his 
place,  Wallenberg  tapped  Lars  V.  Kyl- 
berg,  51,  an  engineer  with  finance  expe- 
rience. With  all  these  changes,  Wallen- 
berg aims  to  enter  1992  as  a  formidable 
player. 

By  Jonathan  Kapstein  in  Brussels 


SOUTH  KOREA  I 


ZENITH  WISHES 

ON  A  LUCKY-GOLDSTAR 


The  last  big  American  TV  maker  isn't  so  American  anymore — or  so  weak 


MAKING  TUBES  IN  ILLINOIS:  THE  KOREANS  MAY  HELP  HAWK  ZENITHS  IN  ASIA 


Chairman  Jerry  K.  Pearlman  spent 
much  of  the  1980s  futilely  combat- 
ing the  cutthroat  pricing  by  Japa- 
nese and  South  Korean  manufacturers 
that  helped  push  Zenith  Electronics 
Corp.  deeply  into  the  red.  But  on  Feb. 
25,  Pearlman  finally  conceded  that  if  he 
couldn't  beat  'em,  he  would  join  'em:  For 
$15  million,  Korea's  Lucky-Goldstar 
Group  agreed  to  buy  just  under  5'<  of 
Zenith,  the  last  major  U.  S.  TV  maker. 

The  deal  could  turn  out  to  be  just 
what's  needed  for  both  companies. 
These  days,  says  Goldstar's  director  for 
strategic  planning,  Cho  Ki-Song,  "no- 
body can  stand  alone."  Goldstar  certain- 
ly has  the  global  reach  and  financial  re- 
sources to  help  Zenith.  As  one  of 
Korea's  largest  conglomerates,  Goldstar 
has  annual  sales  of  $25  billion,  nearly  a 
third  of  them  in  consumer  and  industrial 
'ectronics.  Zenith  can  offer  technology 


and  marketing  expertise 
in  the  U.  S. 

Right  off,  the  new 
partnership  undercuts 
dissident  Zenith  share- 
holder Nycor  Inc.,  which 
has  launched  a  proxy 
fight  to  oust  current 
management  from  the 
company's  board.  And  al- 
though Goldstar  has  com- 
mitted only  to  licensing  a 
key  Zenith  display  tech- 
nology and  collaborating 
on  high-definition  products,  the  accord 
could  lead  to  much  closer  ties. 

For  starters,  Zenith  expects  to  sell 
more  picture  tubes  to  Goldstar,  which 
doesn't  make  its  own  in  the  U.  S.  It  also 
plans  to  buy  more  components  from 
Goldstar,  which  already  supplies  the 
company  with  VCRs.  The  deal  will  bring 


TROUBLED  ZENITH 

19  9  0 

SALES 

LOSS* 

M.4 

-552.3 

BILLION 

MILLION 

-CONTINUING  OPERATIONS  1 

WEALTHY 

19  9  0 

SALES 

PROFITS 

$25 

$380 

BILLION 

MILLION 

DATA:  COMPANY  REPORTS  1 

in  "tens  of  millions  of  dollars"  for  both 
companies,  says  a  Zenith  official.  Zenith 
could  use  help:  In  1990,  it  posted  a  $52.3 
million  loss  on  continuing  operations  and 
a  7%  drop  in  sales,  to  $1.4  billion. 

Zenith  and  Goldstar  task  forces  are 
exploring  other  options.  The  companies 
could  share  distribution  networks  or  ra- 
tionalize manufacturing:  Goldstar  might 
make  Zenith's  smallest  TV  sets  at  low- 
cost  Korean  operations,  and  Zenith  could 
build  bigger-screen  TVs  for  Goldstar  at 
its  Missouri  plant. 

'A  toe  in.'  Goldstar  may  also  see  a  way 
to  improve  its  image.  It  is  now  at  the 
low  end  of  the  U.  S.  color  TV  market 
with  a  2%  share,  according  to  Television 
Digest.  "They  don't  have  the  reputation 
with  the  high-end  consumer,"  says  Jerry 
Throgmartin,  president  of  the  14-store 
H.  H.  Gregg  chain  in  Indianapolis.  But 
Zenith,  with  its  11.6%  share,  does. 

For  years,  Goldstar  has  been  rumored 
as  a  possible  Zenith  buyer.  But  industry 
sources  say  fear  of  an  anti-Korean  back- 
lash in  Washington  has 
deterred  the  company 
from  making  an  outright 
bid.  "This  could  be  a 
smart  move  for  Goldstar. 
Put  a  toe  in,  and  see  how 
it  feels,"  says  Joseph 
Clayton,  who  runs  Thom- 
son Consumer  Electron- 
ics' North  American  TV 
unit.  Goldstar  has  agreed 
to  limit  its  stake  in  Zenith 
to  15%  until  1993. 

Any  big  gains  for  Ze- 
nith and  its  shareholders 
are  still  years  away.  Af- 
ter the  initial  cash  infu- 
sion and  a  payment  for 
the  right  to  use  Zenith's 
flat  screen  in  Korea,  Ze- 
nith must  wait  until  at 
least  1993,  when  Goldstar 
begins  selling  the  TV  sets,  to  collect  roy- 
alties. But  the  Goldstar  deal  seems  to  be 
a  turning  point  for  Pearlman.  It  may 
have  blunted  Nycor's  claim  that  he 
doesn't  have  a  sound  strategy  to  make 
Zenith  profitable. 

By  Lois  Therrien  in  Chicago,  with  Laxmi 
Nakarmi  in  Seoul 
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INTERNATIONAL  BUSINES: 


WithCompuServe,  it'sallatyour  fingertips. 


When  you  become  a  member  of 
CompuServe,  you  join  a  vital, 
active  community  of  over  750,000 
friends  and  neighbors  from  all  over 
the  world. 

Small-town  friendly.  We 
keep  in  touch  with  electronic  mail 
and  faxes,  and  by  posting  messages 
on  our  bulletin  boards.  We  even  meet 
in  forums  to  discuss  everything 
from  science  fiction  to  sharing 
software,  and  to  get  invaluable 
personal  computer  software 
and  hardware  support.  And  that's 
one  of  the  best  things  about  small 
towns:  people  helping  people. 

Big-city  opportunities.  But 
we  can  also  shop  coast-to-coast 
at  hundreds  of  nationally  known 
stores,  and  take  advantage  of  a 
world-class  library  We  have 


access  to  the  latest 
national  and  interna- 
tional news.  And  our 
special  financial  files 
offer  complete  statistics 
on  over  10,000 
NYSE, 


AMEX,  and  OTC  securities. 

We  can  even  trade  online  with 
our  local  discount  brokers. 

And,  just  for  fun .  .  .  We've 
also  got  games  -  everything  from 
trivia  to  TV-style  game  shows  with 


live  entertainment  to  interactive 
space  and  fantasy  adventures. 

We've  got  airline  schedules, 
so  you  can  check  out  the  bargains 
and  book  your  own  flights  online. 
We  even  have  listings  from  over 
35,000  hotels. 

It's  not  hard  to  get  here.  To 
get  to  CompuServe,  all  you  need 
is  a  computer  and  a  modem.  We'll 
send  you  everything  else,  includ- 
ing a  $25.00  Usage  Credit.  In  most 
places  you'll  be  able  to  go  online 
with  a  local  phone  call. 

To  buy  a  CompuServe  Mem- 
bership Kit,  see  your  nearest 
computer  dealer.  To  receive  our 
informative  brochure  or  to  order 
direct,  call  today. 

CompuServe 

800848-8199 
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EDITED  BY  JOHN  PEARSON 


THE  MELEE  IN  MOSCOW:  FOR  NOW, 
GORBY  HAS  YELTSIN  ON  THE  ROPES 


E 


Ichoing  off  the  Kremlin's  walls,  voices  of  100,000  Musco- 
vites chanted:  "Yeltsin,  president — Gorbachev,  leave." 
Supporters  of  Boris  N.  Yeltsin,  the  combative  President 
of  the  Russian  Republic,  turned  out  for  the  Feb.  24  rally  to 
back  his  demand  a  few  days  earlier  that  Soviet  President 
Mikhail  Gorbachev  resign  and  hand  over  power  to  the  leaders 
of  the  15  Soviet  republics. 

Yeltsin's  challenge  raises  the  stakes  in  the  increasingly  bit- 
ter rivalry  between  the  two  leaders.  Gorbachev,  the  originator 
of  perestroika,  is  now  tenaciously  defending  the  central  gov- 
ernment's continued  tight  control  over  the  economy  and  over 
the  restless  Soviet  federation.  Like  Gorbachev,  Yeltsin  began 
as  a  Communist  apparatchik.  But  he  has 
become  a  champion  of  economic  and  po- 
litical reform  and  of  the  republics'  de- 
mands for  greater  freedom  to  manage 
their  own  affairs.  For  the  U.  S.,  the  out- 
come of  this  struggle  to  reshape  the  oth- 
er superpower  may  be  far  more  impor- 
tant in  the  long  run  than  the  outcome  of 
the  current  crisis  in  the  Persian  Gulf. 
'losing  hope.'  Right  now,  Yeltsin  is  in 
trouble.  Although  he  is  still  the  coun- 
try's most  popular  politician,  his  support 
is  eroding  as  citizens  see  few  results 


YELTSIN 
IS  RAISING 
THE  STAKES 


from  his  promised  reforms.  After  Gorbachev  rejected  the  "500 
Days"  plan  for  radical  market  reform  last  fall,  Yeltsin  vowed 
to  push  forward  with  the  scheme  in  the  Russian  Republic.  But 
his  efforts  to  privatize  have  been  stymied  by  Communist  Party 
bureaucrats  and  state  enterprise  managers  who  back  Gorba- 
chev. Said  a  school  teacher  attending  the  Feb.  24  rally:  "People 
are  losing  hope."  Gorbachev's  party-controlled  press  has  also 
been  aiming  thunderous  criticism  at  Yeltsin  associates,  includ- 
ing charges  of  shady  currency  deals  that  last  month  forced 
Russian  Deputy  Prime  Minister  Gennady  I.  Filshin  to  resign. 
Prime  Minister  Ivan  S.  Silaev  may  be  next. 

By  counterattacking,  Yeltsin  is  gambling  that  he  can  galva- 
nize democratic  resistance  against  Gorbachev's  turn  to  the 


right.  He  is  also  hoping  to  force  Gorbachev  to  accept  last 
year's  declarations  of  sovereignty  by  all  15  republics.  Most  of 
them,  led  by  the  Russian  Republic,  are  pushing  for  a  new 
"treaty  of  the  union"  that  would  give  them  control  over  their 
own  economies  in  a  looser  Soviet  confederation.  But  Yeltsin's 
challenge  may  be  backfiring.  Leaders  of  the  Ukraine  and 
Kazakhstan,  although  they  strongly  back  the  campaign  for  a 
confederation,  rebuked  Yeltsin  for  urging  Gorbachev  to  quit. 
no  discussion.  A  turning  point  could  be  Gorbachev's  Mar.  17 
referendum  on  preserving  the  Soviet  Union  as  a  "federation  of 
republics."  Its  vague  wording  seems  sure  to  win  a  "yes"  vote 
that  he  will  interpret  as  backing  for  his  version  of  the  pro- 
posed union  treaty.  Gorbachev's  scheme 
would  keep  power  centralized  in  Moscow 
through  control  over  hard-currency  earn- 
ings and  key  resources.  Gorbachev  could 
also  use  the  results  of  the  vote  to  justify 
imposing  martial  law  or  presidential  rule 
in  renegade  territories.  The  Baltics,  Ar- 
menia, Georgia,  and  Moldavia  are  refus- 
ing to  hold  the  referendum  or  even  to 
discuss  the  treaty. 

To  counter  Gorbachev,  Yeltsin  is  add 
ing  a  question  to  the  referendum  ballot 
in  the  Russian  Republic,  asking  citizens 
if  they  favor  election  of  the  republic's  president  by  direct  vote 
rather  than  by  Parliament.  A  massive  "yes"  will  be  seen  as 
popular  support  for  Yeltsin.  That  would  help  blunt  an  attack 
by  conservative  legislators  who  have  called  a  Mar.  28  session 
of  the  Congress  of  People's  Deputies,  the  republic's  senior 
legislative  body,  to  assess  Yeltsin's  performance.  And  when 
Gorbachev  decrees  607<  price  hikes,  probably  in  March,  Yeltsin 
is  likely  to  mobilize  popular  resentment  against  the  measure. 

Sooner  or  later,  the  republics'  demands  for  more  indepen- 
dence seem  bound  to  result  in  a  looser  Soviet  federation.  But 
Yeltsin's  showdown  with  Gorbachev  may  determine  whether 
that  happens  peacefully  now — or  later,  after  much  turmoil. 

By  Rose  Brady  in  Moscou 


GLOBAL  WRAPUPI 


GERMANY 


Chancellor  Helmut  Kohl  never  told 
voters  to  read  his  lips.  But  his  deci- 
sion to  hike  taxes  steeply,  reneging  on 
a  campaign  pledge,  could  cost  him  po- 
litically. On  Feb.  26,  Kohl  announced 
$30  billion  in  personal  and  corporate 
income  taxes  designed  to  narrow  the 
$100  billion  budget  deficit  caused  by 
the  high  cost  of  German  unification. 

Business  is  warning  that  Kohl's  7.5'' 
corporate  tax  surcharge  will  crimp  in- 
vestment and  economic  growth  just  as 
the  rest  of  Europe  slides  into  recession 
and  eastern  Germany's  economy  is  vir- 
tually imploding.  And  labor  unions  are 
threatening  higher  wage  demands  to 


recoup  the  extra  bite  out  of  income. 

The  tax  hike  comes  just  as  Kohl  is 
facing  criticism  on  other  fronts.  His 
image  as  a  bold  statesman,  earned  by 
his  handling  of  German  unification,  is 
under  fire  as  he  seems  increasingly  un- 
able to  make  it  work.  He's  also  blamed 
for  ducking  tough  ways  to  cut  the  defi- 
cit, such  as  slashing  subsidies  to  indus- 
tries and  regions.  With  that,  observers 
say,  Kohl  has  brought  the  "wimp  fac- 
tor" to  German  politics. 

EUROPE  

Worried  that  they  will  be  frozen 
out  of  the  European  Communi- 
ty's unified  market,  members  of  the 
six-nation  European  Free  Trade  Assn. 


are  negotiating  closer  ties  with  the  12- 
nation  EC.  The  two  blocs  plan  to  sign  a 
treaty  in  June  allowing  the  free  flow  of 
people,  nonagricultural  goods,  services, 
and  capital  between  them. 

Talks  got  a  fresh  impetus  in  recent 
months  from  a  new  Labor  Party  gov- 
ernment in  Norway,  formerly  a  foot- 
dragger  on  links  with  the  EC,  and  a 
pact  among  Swedish  parties  to  seek 
full  EC  membership.  Other  EFTA  mem- 
bers are  Austria,  Switzerland,  Finland, 
and  Iceland.  Tying  in  to  the  EC  will 
require  all  of  them  to  accept  major 
changes  in  their  economies.  For  exam- 
ple, the  EC  is  insisting  that  EFTA  coun- 
tries allow  free  entry  of  70  farm  prod- 
ucts from  each  EC  member. 
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Catching  UpTo  Lower 
Cost  Computing 

Oracle  database  software  lets  businesses  take  advantage  of  each  new  generation  of  low  cost  computing. 


Whatever  types  of  computer  a 
business  buys  today,  there's  sure  to 
be  something  significantly  better 
and  cheaper  tomorrow. 

Yet  companies  continue  to  sink 
money  into  software  that  runs  on 
only  one  kind  of  computer. 
Locking  themselves  out  of  newer, 
more  cost-efficient  computers. 

This  trap  is  avoidable  for  most 
companies.  All  they  need  is  the 


The  room-sized  computers 
in  1958  had  an  average  cost 
per  MIP  over  $20  million. 


right  software.  Software  that 
works  with  virtually  every 
computer  and  network.  Present  or 
future. 

Oracle  has  become  the  world's 
largest  database  software  company 
by  providing  just  that.  Software 
that  runs  on  virtually  every  type 
of  mainframe,  minicomputer, 
workstation  and  PC. 

And  every  time  a  newer,  faster, 
more  cost  efficient  computer  has 
come  along,  Oracle  has  provided 


By  1968,  minicomputers 
lowered  the  costs  to  a 
more  accessable  $3.7 
million  per  MIP. 


the  database  software  not  only  to 
run  on  it,  but  allow  it  to  share  data 
with  existing  computers  as  well. 

Call  1-800-633-1061  Ext.  8313 
for  more  information. 

Fortunately,  you  no  longer  have 
to  predict  the  future  to  take 
advantage  of  it. 

ORACLG 

Software  that  runs  on  all  your  computers. 


By  1978,  personal  computers 
began  appearing.  Crude,  but 
relatively  affordable  at 
$46,000  per  MIP. 


1988.  Microcomputers 
revolutionize  business. 
Largely  because  the  average 
per  MIP  dropped  to 
under  $1,300. 


What  state  is  your  capital  in  today? 


In  a  lean  economy,  you  need  to  maximize 
capital.  Which  is  why  many  companies  -  who 
had  owned  their  vehicles  -  are  now  taking 
advantage  of  a  Ryder  Full  Service  Lease. 

We  provide  custom-specified  vehicles  and  a 
preventive  maintenance  program  that  keeps 
them  running  in  top  condition. 

And  if  you  ever  need  extra  trucks,  we  have 
a  full  backup  fleet.  We  even  handle  the  admin- 


istrative headaches  of  licensing  and  permitting. 
All  of  which  frees  up  time  and  money  you  can 
apply  to  your  core  business. 

Call  us  at  1-800-446-5511,  extension  105,  for 
a  free  "Lease  Versus  Own  Analysis."  Using 
your  numbers,  we'll  compare  the  true  cost  of 
ownership  to  Full  Service  Leasing  with  Ryder. 

We  could  put  your  cap- 
ital in  a  much  better  state. 

1-800-446-5511 
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RETAILING 


TRYING  ON  REEBOKS  IN  MUNICH:  AMERICAN  GOODS  HAVE  CACHET  ON  THE  CONTINENT 


WHERE  NIKE  AND  REEBOK  HAVE 
PLENTY  OF  RUNNING  ROOM 


As  the  U.S.  market  crests,  they're  chasing  growth  in  Europe 


■  n  a  vast  hypermarket  in  the  south 
I  German  town  of  Neutraubling,  Horst 
■  Rumpel,  13,  is  cheeking  out  sneakers. 
Dressed  in  a  plum-colored  Adidas  sweat- 
suit and  Adidas  running  shoes,  Rumpel 
checks  out  a  pair  of  Nike  tennis  shoes, 
lingers  over  some  Reebok  Pumps,  and 
finally  settles  for  Bank  Shot  Hi  basket- 
ball shoes,  Adidas'  newest  product. 

A  decade  ago,  Rumpel  wouldn't  have 
had  so  much  choice.  Back  then,  most 
models  were  made  by  Adidas  or  its 
somewhat  smaller  rival,  Puma.  For 
years,  the  two  German  companies  con- 
trolled about  75$  of  Europe's  athletic 
shoe  and  apparel  market,  and  they  were 
also  strong  in  the  U.  S.  But  no  more. 
Today,  two  U.  S.  companies,  Oregon- 
based  Nike  Inc.  and  Massachusetts- 
based  Reebok  International  Ltd.,  com- 
mand over  507'  of  the  U.  S.  market.  And 
now  Reebok  and  Nike  are  making  spec- 
tacular inroads  in  Europe. 

Exact  share  figures  are  hard  to  come 
by,  but  the  consensus  among  consul- 
tants and  industry  executives  is  that 
Adidas  is  still  on  top  in  Europe,  with 
about  $1.6  billion  in  revenues,  $870  mil- 
lion of  it  coming  from  footwear.  But  it's 
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estimated  that  Nike  and  Reebok  now 
rank  second  and  third  for  Europe  in  run- 
ning and  cross-training  shoes.  Puma  has 
slid  to  fourth  in  many  categories. 

Far  from  slowing  down,  Nike  and 
Reebok  see  their  European  sales  acceler- 
ating (chart).  "Europe  has  an  incredible 
potential  for  us,"  says  David  Kottkamp, 
general  manager  of  Nike  Europe.  Nike's 
European  sales  for  1990  were  roughly 
$500  million,  and  orders  for  Nike  in  Eu- 


►  BILLIONS  OF  DOLLARS      DATA  COMPANY  REPORTS.  KIDDER  PtABODY  &  CO 


rope  are  currently  up  100%  from  last 
year.  As  for  Reebok,  its  European  reve- 
nues rose  sharply  to  an  estimated  $380 
million — a  figure  that  would  be  $200  mil- 
lion higher  if  one  included  the  value  of 
Reebok  wares  sold  under  license  by  in- 
dependent distributors. 

Nike  and  Reebok  consider  Europe  cru- 
cial to  their  growth.  Xikr  had  fallen  be- 
hind Reebok  several  years  ago.  Recent- 
ly, it  has  been  enjoying  U.  S.  revenue 
gains  of  307  or  more,  passing  Reebok 
over  the  past  two  years  with  its  Visible 
Air  series  of  sports  shoes.  For  the  12 
months  ended  Nov.  30,  Nike's  U.  S.  reve- 
nues hit  $2  billion.  "The  kind  of  meteoric 
growth  we've  had  in  the  U.  S.  can  stay 
at  that  level  for  only  so  long,"  says  Tim 
O'Kennedy,  Nike's  international  market- 
ing director.  And  Reebok,  with  $1.6  bil- 
lion in  U.  S.  revenues,  saw  its  1990  do- 
mestic sales  growth  flatten  to  2%. 

In  Europe,  the  $5  billion  retail  sneaker 
market  is  also  maturing,  but  Nike  and 
Reebok  figure  that  as  newcomers  they 
have  ample  room  for  growth.  Nike  esti- 
mates that  European  consumers  spend 
only  $3  per  capita  on  Nike  products,  as 
opposed  to  $10  per  capita  in  the  U.  S. 
slam  dunk.  Reebok  and  Nike  have  a 
strong  appeal  to  Europeans  fascinated 
with  things  American.  Reebok  and  Nike 
basketball  shoes,  for  example,  sell  brisk- 
ly both  to  Europeans  drawn  by  U.  S. 
street  fashion  and  to  amateur  athletes 
who  have  caught  basketball  fever. 
"We've  capitalized  on  offering  a  new 
product  that's  all  the  rage  in  America," 
explains  Reebok  Deutschland  Chairman 
Richard  Litzel  of  the  Pump,  which  ac- 
counts for  5%  of  Reebok  sales  in  Germa- 
ny. As  for  Nike,  it  promoted  its  Air  bas- 
ketball shoes  in  Europe  last  fall  with  a 
touring  slam-dunk  exhibition  featuring 
the  Chicago  Bulls'  Michael  Jordan.  Jor- 
dan was  mobbed  in  every  city  he  visited. 

Nike  is  also  signing  up  European  ce- 
lebrities as  sponsors — a  tough  task, 
since  Adidas  has  promotion  contracts 
with  most  athletes  in  Western  Europe. 
When  Eastern  Europe's  sports  machines 
crumbled,  though,  Nike  leaped  into  ac- 
tion. Last  year,  it  signed  up  a  well- 
known  East  German  athletic  club  in 
Neubrandenburg  that  boasts  several 
Olympic  medalists  and  track  star  Katrin 
Krabbe,  a  media  darling  in  Germany.  To 
crack  Adidas'  market  in  soccer  and  rug- 
by shoes,  Nike  has  lined  up  one  major 
German  soccer  team,  the  Dortmund 
club,  and  it  has  signed  on  top  soccer 
player  Andreas  Moller. 

Both  Nike  and  Reebok  have  profited 
from  long-term  problems  at  Adidas  and 
Puma.  In  the  past  half  decade,  both  Ger- 
man companies  reported  steady  streams 
of  losses  because  of  unfocused  market- 
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WE  MAY  FLY  THE  WORLD'S  YOUNGEST, 
MOST  MODERN  FLEET  TO  57  CITIES  ACROSS 
FIVE  CONTINENTS. 

BUT  WHERE  IN  THE  WORLD 
WOULD  WE  BE  WITHOUT  HER? 


Singapore  Airlines  flies  the  world's  youngest,  most  modern  fleet  to  all  four  corners  of  the 
Earth.  Enjoy  inflight  service  even  other  airlines  talk  about.  SinGAPORE  AIRLIPIES 


A  great  way  to  fly 


In  household  after  household.  In 
every  town  regardless  of  its  size. 
In  every  city  regardless  of  its  eco- 
nomic condition.  And  in  every  state 
regardless  of  how  its  region  is 
faring— the  presence  of  Fannie  Mae 
ensures  that  there  is  a  constant 
flow  of  mortgage  money  at  the  lowest 
possible  cost. 

Average  American  families  - 
in  decent,  affordable  housing.  That's 
the  reality  of  Fannie  Mae-a  reality 
shared  by  millions  of  households 
across  the  country. 

As  a  congressionally  chartered, 
shareholder-owned  corporation, 
Fannie  Mae  raises  billions  of  dollars 
in  mortgage  capital  more  efficiently 
and  at  a  lower  cost  than  would  be 
otherwise  possible. 

We  then  pass  that  savings  on  in 
the  form  of  a  lower  interest  rate  to 
any  family  whose  mortgage  we  buy. 
And  Fannie  Mae  does  that  at  no  cost 
to  the  American  taxpayer. 

Fannie  Mae,  a  household  word  to 
seven  million  families.  Many  of  whom 
have  never  heard  our  name. 

FannieMae 

The  USA's  Housing  Partner 


Can  you  guess  who's  eligible 
for  Social  Security? 

They  all  are. 

Because  Social  Security  isn't  just  for  retirement;  it's  for 
people  of  all  ages. 

If  your  life  is  somehow  cut  short,  it  will  pay  survivors 
benefits  to  your  family,  even  if  you're  years  from  retirement. 

If  a  serious  illness  or  injury  prevents  you  from  working, 
it  can  provide  disability  payments. 

Now  you  can  find  out  what  your  benefits  might  be  with 
a  free  Personal  Earnings  and  Benefit  Estimate  Statement 
from  Social  Security.  Using  our  records  of  your  — 
Social  Security  earnings  and  the  future  income 
information  you  provide  us,  we'll  give  you 
an  estimate  of  what  you  can  expect— not 
only  for  retirement,  but  in  disability  and 
survivors  benefits  as  well. 

Write  to  Dept.  74,  Pueblo,  Colorado 
81009,  and  we'll  send  you  a  simple 
form  you  can  complete  to  get  your  own 
Personal  Earnings  and  Benefit  Estimate  Statement. 

(  J  Social  Security  Efn 

v!ii<?    Ifsn    just  for  retirement.  It's  for  life.  (jOUICM 
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and  a  glut  of  products, 
confusion  was  especially 


ing,  high  costs, 
At  Adidas,  the 

acute:  In  footwear  alone,  it  had  1,200 
different  variations  and  styles.  "We  had 
everything,"  says  Michel  Perraudin,  Adi- 
das' manager  for  logistics,  "even  shoes 
for  left-handed  bowlers."  Adidas'  poorly 
coordinated  marketing  angered  many 
distributors,  who  started  to  desert  to 
Reebok  and  Nike.  And  in  the  U.  S., 
where  Adidas  was  once  No.  1  in  athletic 
shoes,  chronic  delivery  problems  and  a 
failure  to  spot  the  trend  to  more  com- 
fortable shoes  led  to  huge  losses  and  a 
dramatic  drop  in  market  share  to  7%. 

Nike  and  Reebok,  however,  now  have 
to  confront  the  possibility  that  Adidas 
and  Puma  can  fight  back.  The  Aritmos 
Group,  a  Swedish  concern  that  has  just 
taken  full  control  of  Puma,  plans  to 
pump  cash  into  the  strapped  company. 
At  Adidas,  a  new  owner,  French  entre- 
preneur Bernard  Tapie,  has  slashed  its 
product  range  in  shoes  and  apparel  to 
several  hundred  from  several  thousand, 
retired  hundreds  of  employees,  and 
started  a  network  of  more  efficient  pur- 
chasing and  production  facilities  in  Asia. 
no  frills.  Adidas  is  launching  a  new 
line,  Equipment,  featuring  no-frills  shoes 
for  such  sports  as  soccer,  tennis,  and 
track.  There's  also  a  new  and  acclaimed 
Adidas  series  of  hiking  and  outdoors 
shoes.  The  improved  management,  aided 
by  a  booming  British  market  and  a  rush 
of  new  orders  from  Eastern  Europe  and 
east  Germany,  boosted  1990  European 
footwear  sales  24%,  to  $870  million,  re- 
versing a  drop  in  1989.  And  in  America, 
a  new  management  team  assembled  by 
Peter  V.  Ueberroth,  who  has  invested  in 
Adidas  USA,  shuttered  unneeded  opera- 
tions and  managed  to  eke  out  a  small 
operating  profit  for  1990. 

After  years  of  losses,  and  with  plenty 
of  debt,  Adidas  and  Puma  lack  the  deep 
pockets  of  Reebok  and  Nike.  "There's  no 
way  in  the  world  Adidas  can  spend  as 
much  on  advertising  in  Europe  as  Nike," 
says  Robert  Carr,  editor  of  Inside 
Sporting  Goods.  Nike  has  boosted  its 
1991  European  ad  budget  44%,  to  $39 
million.  It  already  has  penned  an  agree- 
ment to  advertise  on  EuroSport,  a  pan- 
European  cable  channel. 

Reebok,  which  has  staged  European 
sports  promotions  but  used  little  con- 
sumer advertising,  has  hired  the  London 
office  of  Chiat/Day/Mojo  Inc.  to  launch 
a  Continent-wide  campaign  this  year.  As 
Nike  and  Reebok  put  on  speed,  Adidas 
and  Puma  will  have  to  respond  with  ag- 
gressive marketing  to  protect  their 
home  turf.  In  this  now-global  business, 
the  marathon  never  stops. 

By  Igor  Reichlin  in  Munich,  with  Dori 
Jones  Yang  in  Seattle,  Keith  H.  Hammonds 
in  Boston,  and  bureau  reports 
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Brad  McClew  Knows  A  Little  French  Caee 
Where  The  Food  Is  Magnifique, 
But  The  Bill  Isnt 


Now  Where  Do  You  Suppose 
He'd  Rent  A  Car? 


Obviously  a  man  as  astute  as  Brad  McClew  would  rent  a  eat- 
where  it  takes  less  than  three  minutes  to  make  a  res- 
ervation. Where  he  finds  the  most  luxury  Lincolns. 
Locations  that  number  over  ^00  worldwide. 
And  very  tasteful  prices.  Budget.  1-800-^27-0700. 

The  Smart  Money  Is  On  Budget  sm 


We  feature  Lincoln-Mercury  ,inil  other  line  cars 


"Software  for  mahogany  dealer 
doesrft  grow  on  trees." 


"I  sell  exotic  hardwoods,  so  I  need  software  that's  pretty  un- 
usual. I  spent  two  years  trying  to  find  the  right  thing,  without  any  luck. 

'T  was  ahout  to  give  up  and  hire  a  programmer  when  I  called 
IBM.  In  one  day,  they  found  what  Id  been  looking  for. 

tw\bu  know  what  amazes  me  most  ahout  that? That  I  hadnt 
called  them  sooner." 

The  Solution.  Over  13,000  software  applications  (from  IBM 
and  others)  are  listed  in  the  data  base  at  IBM  s  National  Solution 
Center.  Along  with  over  14.000  customer  references. 

So  not  onlv  can  we  find  software  for  all  types  of  IBM  systems, 
and  virtually  any  kind  of  business,  we're  likely  to  find  you  another 
person  who's  already  using  it. 

To  put  IBM's  National  Solution  Center  to 
work  for  you.  call  us  at  1-800-1 BM- 6676,  ext.  97.5.    =    ==  E^E 
We'll  arrange  for  an  IBM  marketing  rep  to  call  you.    '  ~  7  ~ 
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PIGEON  POINT  LIGHTHOUSE  SAN  MATEO  COUNTY  CA 

PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a 
house,  saving  a  landmark, 
reviving  your  neighborhood? 

Gain  a  wealth  of 
experience  and  help 
preserve  our  historic  and 
architectural  heritage.  Join 
the  National  Trust  for 
Historic  Preservation. 

Make  preservation  a 
blueprint  for  the  future. 

Write: 

National  Trust 

for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 
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EDUCATORS  BBiHBBHI^^HBHHi^^HI 

THE  CRACKS  IN 
STANFORD'S  IVORY  TOWER 


Did  President  Donald  Kennedy  and  the  school  over/bill  Uncle  Sam? 


KENNEDY  ADMITS 
SOME  BILLS  MAT 
SEEM  IMPROPER 


For  Donald  Kennedy,  last  year's  Big 
Game  was  one  to  remember.  As 
the  annual  football  contest  with 
archrival  University  of  California  at 
Berkeley  neared  the  end,  Stanford  Uni- 
versity's president  could  no  longer  bear 
to  watch  from  the  stands.  Kennedy 
raced  down  to  the  sidelines,  where  he 
watched  with  elation  as  Stanford  scored 
to  narrow  Cal's  lead  to  25-24  in  the  final 
minutes.  When  Stanford  kicked  a  game- 
winning  field  goal  with  no  time  remain- 
ing, Kennedy  rushed  onto  the  field  to 
celebrate  amid  the  jubilant  Stanford 
players  and  fans.  Says  senior  Cameron 
Macky,  a  sportswriter  for  the  Stanford 
Daily  :  "He's  even 
more  enthusiastic 
than  I  am." 

But  Kennedy,  59, 
hasn't  had  much  else 
to  cheer  about  lately. 
Stanford  gets  some 
$175  million  a  year  in 
direct  research  fund- 
ing from  the  federal 
government.  Like 
other  schools  that  re- 
ceive these  grants,  it 
also  gets  reimbursed 
by  Uncle  Sam  for 
overhead  or  indirect 
costs  associated  with 
the  research.  In 
Stanford's  case, 
that's  an  additional 
$85  million  or  so  a 
year,  or  roughly  207' 
of  its  operating  budget.  Last  year,  how- 
ever, U.  S.  Navy  accountant  Paul  Biddle 
took  a  close  look  at  Stanford's  books  and 
alleged  that  the  university  may  have 
overstated  costs  by  as  much  as  $200  mil- 
lion in  the  1980s.  Worse,  Biddle  discov- 
ered on  the  government's  tab  a  long  list 
of  expenses  related  to  Kennedy's  univer- 
sity-owned home,  such  as  $3,000  for  a 
cedar-lined  closet,  as  well  as  about 
$4,000  for  a  trustees'  party  following 
Kennedy's  1987  wedding. 

Representative  John  D.  Dingell  (D- 
Mich.)  has  started  a  probe  of  how  Stan- 
ford spends  its  research  money,  in  con- 
junction with  Congress'  General 
Accounting  Office,  and  may  suggest 


tightening  research  funding.  Plus,  the 
Naval  Investigative  Service  Command  is 
conducting  a  criminal  investigation. 
"How  is  the  cost  of  putting  cedar  in  a 
closet  remotely  relevant  to  organized  re- 
search?" asks  Biddle.  "They  were  gild- 
ing the  lily."  Stanford  officials  say  they 
know  of  no  criminal  wrongdoing,  and  no 
charges  have  been  filed. 
humiliating.  No  one  is  claiming  that 
Kennedy  tried  to  profit  from  Stanford's 
billing  practices.  But  the  episode  has 
been  humiliating  for  him — and  could 
jeopardize  millions  of  research  dollars 
The  timing  couldn't  be  much  worse:  Al- 
though Kennedy  has  led  a  successful 


five-year  fund-raising  drive  that  is  ex- 
pected to  raise  $1.1  billion  by  February, 
1992,  a  tight  operating  budget  is  forcing 
Stanford  to  cut  $22  million  in  annual 
spending  and  eliminate  300  jobs.  Fund- 
raisers are  worried  that  angry  alumni 
will  begin  to  shut  their  wallets.  'Any- 
thing that  plants  a  crisis  of  confidence 
in  people  doesn't  help  you,"  declares 
Elizabeth  Sloan,  a  Stanford  development 
officer. 

Initially  defensive,  Kennedy  now  con- 
cedes that  many  of  Stanford's  bills  don't 
stand  up  under  public  scrutiny.  But  he 
maintains  that  the  charges  are  more  rel- 
evant to  research  work  than  they  may 
seem.  Functions  at  the  president's  house 


PEOPL 


hat  involve  faculty,  including  the  party 
'introducing"  his  new  wife,  have  legiti- 
nate  business  purposes,  he  argues. 
'They  are  in  my  judgment  allowable," 
ays  Kennedy,  who  makes  around 
1200,000  a  year.  "They  just  don't  appear 
easonable  to  most  people." 

Kennedy,  a  biologist  by  training,  has 
lad  an  intimate  understanding  of  how 
government  research 
unding  works.  The  son 
if  a  U.  S.  Army  officer, 
le  earned  bachelor's, 
naster's,  and  doctoral 
legrees  from  Harvard 
Jniversity,  coaching  the 
ki  team  on  the  side. 
ifter  four  years  on  the 
Syracuse  University 
acuity,  he  shot  up 
Stanford's  ladder,  becoming  chairman  of 
he  biology  department  at  34. 

In  1977,  Kennedy  left  for  Washington, 
vhere  he  became  commissioner  of  the 
''ood  &  Drug  Administration  under  Jim- 
ny  Carter.  He  was  regarded  as  an  activ- 
3t  regulator,  plunging  into  public  de- 
>ates  over  saccharin,  sodium  nitrites, 
md  laetrile,  and  often  butted  heads  with 
ndustry.  He  tried  unsuccessfully  to  ban 
.accharin  and  nitrites  and  refused  to  le- 


Kennedy  has 
ordered  Stanford 
to  pay  back  almost 
$700,000 


QUESTIONABLE  OVERHEAD 

lid  Kennedy  and  Stanford  have  come  under  fire 
^gressive  accounting  practices.  Among  the  items 
fed  to  the  government  as  overhead  for  research: 

,000  a  month  in  floral  arrangements 

,500  to  refurbish  a  grand  piano 

,000  for  a  cedar-lined  closet 

,000  for  Kennedy's  1987  wedding  reception 

,000  in  bedsheets  and  table  linens 

84,000  in  depreciation  on  a  yacht  donated  to 
ford's  sailing  program 


jalize  laetrile,  the  controversial  cancer 
reatment  that  remains  unapproved  for 
ise  in  the  U.  S.  He  returned  to  Stanford 
is  vice-president  in  1979  and  became 
resident  the  following  year. 
BEST  job.'  Friendly  and  unimposing  in 
person,  Kennedy  makes  a  point  of  being 
iccessible  to  students.  He  invites  all 
vomers  to  jog  with  him  twice  a  week, 
ind  he  makes  cameo  appearances  in  an 
innual  student-written  musical  comedy. 
But  he  has  also  stirred  up  a  few  contro- 
/ersies.  He  stepped  into  a  heated  nation- 
\\  debate  a  few  years  ago,  when  he  ad- 
vocated changing  Stanford's  Western 
Civilization  course  requirements  for  un- 
dergraduates to  include  more  non-West- 


ern studies.  More  recently,  his  public  call 
for  a  renewed  emphasis  on  teaching  an- 
gered some  professors,  who  took  it  as  a 
slap  at  research.  And  he  raised  eye- 
brows in  1987,  when  he  divorced  his  wife 
of  34  years  and  two  months  later  wed 
Robin  Hamill,  a  university  lawyer. 

The  research-funding  mess  is  certainly 
the  most  embarrassing  episode  on  his 
watch.  In  mid-March,  he 
will  have  to  face  Din- 
gell  in  congressional 
hearings.  The  Naval  In- 
vestigative Service 
won't  comment,  but 
other  investigators  say 
it's  looking  into  wheth- 
er Stanford  administra- 
tors knowingly  over- 
stated claims  and  if 
government  overseers  collaborated.  Oth- 
er colleges  are  watching  carefully.  Says 
David  L.  Goodstein,  vice-provost  of  the 
California  Institute  of  Technology:  "The 
fear  is  that  the  partnership  between 
government  and  universities  is  eroding 
and  could  fall  apart  on  this  issue." 

Interviews  with  trustees  suggest  that 
Kennedy's  job  is  not  in  jeopardy,  and  he 
says  he  has  no  plans  to  leave.  "It's  the 
best  job  in  the  world,"  he  declares.  But 
the  pressure  is  certain  to 
make  some  changes.  Ken- 
nedy has  already  ordered 
Stanford  to  pay  back  the 
government  almost 
$700,000,  including  the  tab 
for  his  residence  and  for 
his  post-wedding  party. 
"We're  not  developing  a 
bunker  mentality  about 
this,"  he  says.  To  propose 
reforms  in  Stanford's  ac- 
counting system,  he  has 
hired  Arthur  Andersen  & 
Co.  and  formed  a  commis- 
sion headed  by  retired  Ad- 
miral Bobby  Inman,  for- 
mer deputy  director  of  the 
Central  Intelligence  Agen- 
cy. He  also  hired  Frank 
Mankiewicz,  vice-chairman 
of  Hill  &  Knowlton,  to  give 
him  public-relations  advice. 

But  the  damage  may  already  be  done. 
The  government  recently  declared  that 
Stanford  can  only  recover  70<t  in  indirect 
costs  for  every  $1  of  direct  grant  money 
it  receives — down  from  74$.  That  would 
eliminate  $5  million  from  its  $409  million 
operating  budget.  Because  of  the  scan- 
dal, on  Feb.  19  a  Defense  Dept.  auditing 
agency  recommended  canceling  125  spe- 
cial agreements  that  let  Stanford  liberal- 
ly define  overhead  costs.  That  could  cost 
the  university  about  $19  million  a  year. 
To  Kennedy,  running  Stanford  may  still 
be  "the  best  job  in  the  world,"  but  it 
isn't  going  to  get  any  easier  for  a  while. 
By  Maria  Shao  in  Palo  Alto,  Calif. 
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STRATEGIES  I 


THE  HEAT 

ON  ALAIN  GOMEZ 


Thomson's  CEO  must  revive  his  defense  and  electronics  units 


B! 


liant  timing  it  wasn't.  With  war 
raging  and  economies  worldwide 
owing  fuses,  French  electronics 
colossus  Thomson  recently  threw  a  gala 
affair  in  Paris  to  unveil  its  new  Space 
System  television.  It's  a  34-inch  stereo- 
phonic marvel  offering  the  panoramic  di- 
mensions of  cinema — for  a  lofty  $7,000. 
That's  an  expensive  toy  these  days.  Yet 
Thomson  has  precious  little  choice.  The 
Space  System  is  a  forerunner  to  futuris- 
tic high-definition  television.  And  Thom- 
son, a  laggard  in  new  consumer  technol- 
ogies, wanted  to  get  out  in  front  of  the 
pack  for  once. 

Playing  it  close  to  the  edge,  though,  is 
nothing  new  to  Thomson's  feisty  chair- 
man, Alain  Gomez.  Since  assuming  con- 
trol of  the  ailing  state-owned  electronics 
group  in  1982,  the  former  paratrooper 
has  pulled  off  an  impressive  transforma- 
tion. He  has  sold  off  20  divisions  and  cut 
thousands  of  jobs  to  refashion  Thomson 
around  defense  and  consumer  electron- 
ics. In  1987,  Gomez'  acquisition  of  Gen- 
eral Electric  Co.'s  GE  and  RCA  consumer 
electronics  business  raised  hopes  that 
Thomson  might  check  Japanese  rivals 
such  as  Sony  Corp.  and  Sharp  Corp. 
from  making  big  inroads  into  Europe's 
consumer  electronics  market. 

Now,  however,  Gomez'  two-prong 
strategy  faces  a  major  test.  Shrinking 
military  budgets  are  curbing  Thomson's 
defense  profits.  Its  debt-heavy  Thomson 
Consumer  Electronics  unit  is  fighting  an 
already  bloody  price  battle  with  low-cost 
Asian  competitors — while  it's  investing 
billions  in  HDTV  research.  Worse,  the 
U.  S.  recession  has  also  hit  Thomson's 
GE  and  RCA  lines,  representing  roughly 
50'  <  of  the  company's  $6.6  billion  in  con- 
sumer electronics  sales. 
'dangerous  mistakes.'  In  fact,  Thom- 
son announced  a  $365  million  write-off 
on  Feb.  26  to  consolidate  its  consumer 
electronics  operations  in  Europe  and  the 
U.  S.  That's  expected  to  leave  the  parent 
with  a  heavy  1990  ioss  on  flat  sales  of 
about  $15  billion.  "Thomson  is  under 
pressure  on  all  fronts,"  says  analyst 
Christophe  Cherblanc  at  Paris  brokerage 
Cholet-Dupont. 

Some  French  observers  wonder 
whether  the  write-off  was  politically  mo- 
tivated. As  the  head  of  a  nationalized 
company,  Gomez,  52,  is  an  appointee 
whose  three-year  term  comes  up  in  mid- 
1992.  The  write-off,  though  painful, 
should  bolster  profits  this  year,  just  as 
Gomez  starts  to  campaign  for  a  fourth 
reappointment  to  his  Thomson  post.  He 
needs  the  edge.  Some  are  critical  of  Go- 
mez' focus  on  the  risky  defense  and  con- 
sumer electronics  fields.  So  he's  already 
planning  moves  back  into  consumer 
phone  equipment  and  other  areas.  Says 
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le  director:  "Gomez 
ade  some  dangerous 
istakes." 

Gomez,  for  one,  isn't 
inching.  Despite  the 
ffects  of  the  gulf  war 
1  defense  orders,  Go- 
ez  says,  "we're  in  con- 
ol  of  most  factors  that 
jtermine  our  future." 
nd  to  his  credit,  Go- 
ez  foresaw  declining 
ilitary  spending  as 
irly  as  1986.  Since 
len,  he  has  slashed 
),000  defense  jobs, 
'ith  Thomson's  de- 
mse  sales  of  $7.3  bil- 
)n  expected  to  fall  20'/' 
1993,  Gomez  plans  to 
it  by  10%  the  company's  payroll  costs 
arting  this  year.  Analysts  hope  the 
ivings  will  mean  a  5%  boost  in  earn- 
gs,  to  $451  million  in  1991. 
That  helps.  But  investors  remain  mi- 
spressed. Thomson's  publicly  traded 
ifense  unit  selis  at  about  $26 — a  third 
:  its  1986  high.  No  wonder.  For  one 
ling,  a  key  $4  billion  air-defense  system 
mtract  from  Saudi  Arabia  runs  out  this 
jar.  And  the  benefits  from  a  recent 
;quisition  spree  have  been  undercut  by 
le  easing  of  the  cold  war. 
eligious  crusade.  If  the  defense  busi- 
;ss  looks  tough,  consumer  electronics 
s  like  a  rollerball  match,"  Gomez  con- 
ides.  To  prevail,  Gomez  has  tethered 
homson's  future  firmly  to  HDTV.  It's 
.cky  that  its  partner,  the  Mitterrand 
avernment,  views  fighting  Japanese 
msumer  electronics  powerhouses  as 
>mething  akin  to  a  religious  crusade, 
he  French  government  has  promised  to 
ind  a  third  of  Thomson's  $1.8  billion 
DTV  development  costs  over  the  next 
ve  years — and  another  $1.2  billion  in 
•esh  equity  may  be  on  the  way.  "We'll 
mtinue  to  support  Thomson,"  says  a 
inking  government  official.  "If  not, 
lere's  nothing  left  but  the  Japanese." 
With  friends  like  that,  Thomson  may 
itch  up  with  Japan.  Only  five  years 
jo,  the  Japanese  seemed  certain  to  im- 
ase  their  HDTV  stan- 
ird  on  Europe.  But 
itecomers  Thomson 
id  Dutch  rival  Philips 
jaxed  the  European 
ommission  in  1986  to 
iopt  their  own  signal- 
•ansmission  standard, 
ubbed  MAC. 
Sure,  there  was  more 
lan  a  measure  of  pro- 
?ctionism  at  play.  Yet 
le  MAC  standard  offers 
lore  flexibility  than  the 
ipanese  plan,  allowing 
Revision  sets  to  re- 
ave both  today's  pic- 


tures and  future  HDTV  signals.  It  also 
bought  Thomson  some  valuable  time  by 
allowing  it  to  start  selling  pricey  fea- 
tures such  as  the  Space  System's  extra- 
wide  screen  years  before  HDTV  would  be 
ready  to  market.  By  creating  enthusi- 
asm among  consumers  for  a  high-tech 
gizmo  such  as  Space  System,  Thomson 
hopes  to  raise  its  image — and  sales — of 
its  entire  product  line.  Longer  term,  it 
wants  to  field  a  base  of  sets  that  can 
pick  up  HDTV  signals — and  create  de- 
mand for  real  HDTV's  in  the  mid-1990s. 

Thomson  could  use  a  boost.  The  1990 
operating  margin  of  Thomson's  consum- 
er electronics  unit  is  2.2%,  far  shy  of 
leader  Sony's  7%.  The  problem  lies  chief- 
ly in  the  U.  S.  After  turning  a  small 
operating  profit  in  1989,  a  recessionary 
drop  in  TV  unit  sales  of  5'- — the  first 
since  1982 — pushed  the  U.  S.  division 
into  the  red.  And  heavy  debt  payments 
forced  the  1990  unit-wide  losses  to  $136 
million  before  restructuring  costs.  Debt 
payments  on  capital  spending  of  more 
than  $300  million  since  1987  to  automate 
GE/RCA  plants  aren't  helping  matters. 

True,  productivity  and  quality  are  up, 
while  a  completely  refurbished  product 
line  from  boom  boxes  to  large-screen 
"home-theater  centers"  is  winning  praise 
from  dealers.  Even  so,  Thomson  faces  a 
bruising  from  relentless  price  discount- 
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THOMSON'S  BIGGEST  BUSINESSES  ARE  SLIDING 


DEFENSE  ELECTRONICS, 
MISSILES,  RADAR 


CONSUMER 
ELECTRONICS 
Includes  RCA 
and  GE  brands 


ing  by  Japanese  com- 
petitors. Thomson's 
bold  stab  at  raising 
prices  by  3'a  on  TVs  and 
camcorders  this  year  is 
being  undercut  by  Sony 
and  Matsushita  Electric 
Industrial  Co. 

Thomson  doesn't  ex- 
pect any  miracles  from 
Space  System.  Still, 
cashing  in  on  its  lead 
will  be  tough.  Of  20  mil- 
lion color  TV  sets  sold 
annually  in  Europe, 
only  1%  are  in  the  34- 
inch  category,  and 
Thomson's  widescreen 
model  TV  is  priced  2-7 ! 
higher  than  standard 
sets  of  comparable  size.  Trouble  is,  the 
bulk  of  programming  available  for 
broadcast  in  a  wide  format  is  limited  to 
feature  films.  It  does,  however,  boast 
plenty  of  whiz-bang  technology.  A 
"zoom"  feature  lets  viewers  blow  up 
standard  programs  to  fill  the  screen, 
though  the  picture's  top  and  bottom  are 
slightly  cut  off.  Will  it  be  enough?  Jack 
Schmuckli,  president  of  Sony  Europe, 
says,  "We  don't  see  much  demand." 

To  expand  the  appeal,  Thomson  des- 
perately needs  cooperation  from  produc- 
ers to  shoot  new  programs  in  wide  ver- 
sions and  for  broadcasters  to  make 
investments  to  transmit  them  over  satel- 
lites— the  only  means  of  carrying  the 
wide  mac  signals.  But  a  series  of  disas- 
ters with  European  satellites  will  limit 
mac  channels  until  after  1993.  It's  also 
uncertain  whether  studios  and  stations 
will  want  to  invest  in  MAC  equipment, 
when  they  face  investments  for  HDTV  in 
the  mid-1990s. 

long  ride.  A  crucial  test  is  coming  up: 
The  European  Commission  must  decide 
soon  whether  to  extend  its  expiring  1986 
order  that  mandates  mac  as  the  exclu- 
sive standard  for  all  TV  broadcast  satel- 
lites. Many  broadcasters  want  to  keep 
satellites  open  for  today's  popular  stan- 
dards. And  if  they  prevail,  Thomson 
would  suffer  a  severe  blow. 

In  any  case,  Thomson 
is  in  for  a  long  ride.  Re- 
member that  it  took 
RCA  10  years  before  it 
turned  a  profit  on  one 
of  the  biggest  TV  inno- 
vations— color — in  1954. 
Gomez  is  settling  in: 
"There  will  be  a  day  of 
judgment,  and  we  won't 
let  the  Japanese  be 
there  alone,"  he  says. 
Thomson's  future  de- 
pends on  it. 

By  Jonathan  B.  Levine 
in  Paris,  with  Lois  Ther- 
rien  in  Chicago 
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If  it's  true  that  all 
the  world's  a  stage 
then  Toronto  has  what  it  takes  to 
be  an  act  all  its  own. 

Scene  opens  with  a  cast  of 
thousands  —  some  sixty  different 
cultures,  dressed  in  their  best, 
alive  and  in  colour  at  the  heart  of 
the  city. 

Take  Caravan,  by  way  of 
example.  A  city-wide  festival 
celebrating  nearly  every  kind  of 
folk  dance,  foreign  food  and 
fashion  that's  forever  a  part  of  life 
as  we  know  it. 

And  try  to  imagine,  if  you  can, 
over  a  million  people  dancing  in 
the  streets.  We  call  it  Canbana, 
a  tradition  carried  on  in  glorious 
pageantry,  flowing  from  the  streets 
down  to  the  waterfront  and,  of 
course,  out  onto  the  islands. 

Scene  change.  Costume  change. 
The  setting:  Uptown  at  a  table 
for  two  in  an  open-air  cafe. 

Small  wonder  then  that  ward- 
robe plays  a  key  role.  And  in  a 
section  of  town  —  actually  known 
as  the  'Fashion  District' — it's  quite 
easy  to  fit  in. 
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Or  our  shopping  thoroughfares 
—  including  a  complex  that  spans 
five  city  blocks  —  are 
all  within  reach. 

Just 
browsing? 

Then  it's  hard 
to  overlook  the  art  that 
graces  our  public  spaces.  The 
bohemian  bent  of  private  galleries. 
And  the  Art  Gallery  of  Ontario 
for  still  another  perspective. 

You  can  visit  a  centre  dedicated 


op  ai 


solely  to  science.  And  a 
where  (though,  understanda 
Je5*^  the  subject  matter  is  se  stay 
ir^JS    new)  the  exhibits  ai 
different. 

To  take  it  one  stt 
further. . . 
Dim  lights. 
Cue  orchestra.  Make 
Spotlight. 

Into  the  night  where  step 
out  is  just  that.  Where  you 
see  how  intimate  our  city  is 


s 


As 


laying  in  a  city  near  you 


ow  friendly.  How  nice. 
Ofttimes,  a  selection  of  five-star 
staurants  is  but  a  short  stroll 
mi  your  hotel.  The  symphony  a 
>p  and  a  skip  from  the  ballet, 
nd  yes,  first-run  theatres  are  all 
>out  town. 

But  it  really  is  one  of  those 
ings  where  you  have  to  be  there 
appreciate  it. 

As  for  famous  last  words? 
lad  you  asked.  Let's  just  say 
iu'11  love  the  reviews. 
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BEEF-FAT  FLAVOR  MAY  NOT 
SOUND  GLAMOROUS,  BUT 
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for  $3. 


The  first  ever  Official  Traveller's 
Guide  to  Canada  is  available  now. 

This  guide  gives  you  everything  you 
want  to  know.  Cities.  Tours.  Outdoor 
adventures.  Events.  Shopping.  Major 
tourist  attractions.  Plus  a  complete  listing 
of  the  toll-free  telephone  numbers  to  get 
free  literature  on  the  type  of  vacation 
you  choose. 

Just  call  1-900-773^2300  for  only  $3. 
Hear  about  fabulous  Canadian  vacation 
ideas,  plus  receive  free  this  beautiful  travel 
book  (a  $5  value) . 

Call  now  to  get  the  information  you 
need  to  plan  a  great  trip  to  Canada. 

Call  today. 

1-900-773-2300 


,4  flat  $3.  charge  will  be  applied  to  your  phone  bill. 
Only  18  years  and  older  may  call. 
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NEC  helps  the  Chicago  Police  solve 
a  fifteen-year-old  murder  mystery. 


An  unresolved  murder  baffled  the  Chicago 
Police.  It  sat  in  their  files  year  after  year  with  only  a 
single  clue:  fingerprints  lifted  from  the  victim's  car. 

The  prints  proved  useless  —  until  detectives 
put  NEC's  revolutionary  Automated  Fingerprint 
Identification  System  (AFIS)  on  the  case. 
Within  20  minutes,  a  suspect  who  had  gotten 
away  with  murder  for  15  years  was  identified. 
He  was  later  arrested. 

The  quality  and  reliability  of  NEC's  around-the-clock  system 
is  currently  at  work  in  police  departments  all  across  America. 
In  fact,  since  its  introduction,  the  system  has  been  instrumental  in 
identifying  over  16,000  suspects  throughout  the  U.S. 

For  years,  NEC  quality  has  reached  far  beyond  law  enforcement, 
into  every  corner  of  America.  You'll  find  the  quality  products  of  NEC 
in  corporations  large  and  small.  In  public  and  private  institutions. 
And  in  homes  across  the  country.  Everywhere  you  look,  NEC  quality 
is  proving  itself.  Every  minute  of  every  day. 

For  more  proof,  call  1-800-338-9549. 
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MANAGEMENT  I 


CAN  TENNESSEE  PUT 

ITS  B-SCHOOL  ON  THE  MAP? 


Its  maverick  approach:  Making  the  pursuit  of  quality  a  top  priority 


When  it  comes  to  teaching  busi- 
ness, most  MBA  programs 
come  in  one  of  two  flavors. 
There's  Harvard  and  schools  similar  to  it 
that  champion  the  case-study  method. 
Or  there  are  those  led  by  Massachusetts 
Institute  of  Technology  that  stress 
quantitative  analysis.  And  then,  there's 
the  University  of  Tennessee. 

Who?  The  innovative  B- 
school  is  trying  to  make  a 
name  for  itself  by  em- 
bracing one  of  the  most 
influential  movements  in 
contemporary  business: 
quality  management.  C. 
Warren  Neel,  i  t's  maver- 
ick dean,  hopes  to  build 
on  i  t's  popular  execu- 
tive education  program, 
among  the  first  to  empha- 
size the  quality  movement 
pioneered  by  W.  Edwards 
Deming.  Neel  is  faced 
with  the  challenge  of  du- 
plicating that  success  in 
his  graduate  and  under- 
graduate programs.  "For 
too  long,  business  schools 
have  been  part  of  the 
problem,"  says  Neel. 
"Now,  we  want  to  be  part 
of  the  solution." 

That  sounds  a  bit  gran- 
diose, coming  from  the 
dean  of  a  B-school  that 
graduates  just  100  MBAs  a 
year  and  failed  to  make 
BUSINESS  week's  Top  40 
rankings.  Rival  deans,  moreover,  doubt 
that  Neel  can  gain  national  recognition 
for  the  school.  "It  makes  sense  for  UT  to 
leverage  the  strength  of  its  executive 
education  program,"  says  the  dean  of 
one  top  school.  "But  that's  not  necessar- 
ily going  to  put  them  in  the  major 
leagues." 

under  pressure.  Still,  as  U.  S.  compa- 
nies struggle  to  regain  their  competitive 
edge,  many  are  focusing  on  quality  and 
customer  satisfaction.  Ford  Motor  Co. 
and  Xerox  Corp.,  among  others,  have 
made  it  their  mission.  Deming  and  his 
disciples  say  improving  quality  isn't  sim- 
ply a  matter  of  deciding  to  focus  on  it 
but  requires  using  statistical  tools  to  ac- 


tually measure  improvements  at  all  lev- 
els of  a  business. 

It's  an  approach  few  other  B-schools 
take.  Neel  wants  to  fill  the  educational 
void,  but  it  won't  be  easy.  Academic  in- 
stitutions typically  are  lumbering  bu- 
reaucracies that  are  slow  to  change.  And 
not  everyone  at  the  university  is  a  quali- 
ty junkie.  "Some  of  this  stuff  smacks  of 


sorts,  Neel  gets  his  ideas  while  takin 
hikes  in  the  nearby  Smoky  Mountair 
and  puttering  at  the  potter's  wheel  e 
ery  chance  he  gets. 

Neel's  vision  calls  for  professors  t 
team  up  to  provide  "just-in-time"  lean 
ing.  A  case  study  might  be  presented  b 
profs  from  marketing,  accounting,  an 
management.  Financial  tools  such 
cost  accounting  and  spreadsheet  manipi 
lation  would  be  taught  as  the  studer 
needs  them,  instead  of  at  the  beginnin: 
of  the  program. 
raking  IT  in.  The  most  revolutionar 
part  of  Neel's  plan  is  his  desire  to  elim 
nate  arcane  research.  Instead  of  promo 
ing  professors  for  getting  published  i 
esoteric  journals,  he  wants  to  rewar 
teaching  performance  and  practical  n 
search.  But  some  UT  profs  are  skeptics 
because  most  schools  stress  theoretics 
research.  "What  if  som< 
one  wants  to  move  to  ar 
other  university?"  ask 
UT  accounting  professo 
Norman  E.  Dittrich. 

In  his  crusade  t< 
change  the  B-school  cui 
riculum,  Neel  is  sure  u 
draw  on  the  university', 
enormously  successful  ex 
ecutive  education  pro 
gram.  Ranked  third  base* 
on  program  hours  in  tb 
U.  S.,  after  University  o 
Michigan  and  Harvard 
UT's  management  devel 
opment  institute  taugh 
2,025  executives  an( 
raked  in  $6  million  las 


Dean  Neel  putters  at  pottery  but  plans  to 
mold  UT's  program  by  applying  'principles 
of  total  quality  to  the  school  itself 


being  a  cult,"  says  one  faculty  member. 

Whatever  the  outcome,  Neel  has  plen- 
ty to  gain  from  reform.  With  demand 
dwindling  in  financial  services  for  MBAs, 
B-schools  are  under  pressure  to  place 
grads  in  manufacturing  concerns — the 
traditional  users  of  quality-management 
techniques.  Yet  these  companies  have 
long  complained  that  many  MBAs  are 
more  interested  in  making  money  than 
producing  quality  products. 

Neel,  a  54-year-old  former  Internation- 
al Paper  Co.  executive  who  joined  UT  in 
1969,  agrees  that  major  changes  are 
sorely  needed.  "We  want  to  apply  the 
principles  of  total  quality  to  the  school 
itself,"  he  says.  A  Renaissance  man  of 


year. 

The  executive  progran 
took  off  a  decade  ag( 
when  it  began  teaching 
statistical  process  control 
a  formula  developed  bj 
Deming  that  measures 
improvements  in  quality 
Since  then,  executives 
from  Procter  &  Gamble 
Exxon,  GM,  and  Georgit 
Pacific  have  flocked  to  the  program. 

Some  of  this  enthusiasm  for  Tennes 
see's  executive  seminars  has  rubbed  of! 
on  its  business  school.  While  many  com 
panies  are  not  recruiting  at  top  B 
schools  because  of  the  economy,  Xerox 
added  UT  to  its  roster  last  year  because 
of  its  emphasis  on  quality.  And  Richarc 
Davis,  manager  of  customer  research  at 
P&G,  was  so  impressed  with  his  stint  in 
the  executive  program  that  he  persuad 
ed  his  son  to  attend  the  business  school 
"I  figure  he  should  get  this  quality  stuff 
down  right  the  first  time,"  says  Davis 
That  kind  of  recognition  could  be  the 
highest  mark  UT  can  earn. 

By  Walecia  Konrad  in  Knoxville,  Tenn. 
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Van  Kampen  Merritt  ® 


VAN  KAMPEN  MERRITT  US.  GOVERNMENT  FUND 

NOT  JUST  % 
BUT  #1  FOR 
SIX  YEARS. 

The  Van  Kampen  Merritt  U.S.  Government  Fund  is  ranked  the  number 
one  performing  U.S.  Mortgage  Fund  for  the  six-year  period  ended 
December  31, 1990. 

What  does  this  mean  to  you?  The  potential  for  a  rewarding  long-term 
opportunity— especially  if  you  seek: 

•  High  current  income 

•  Safety  of  principal 

•  Outstanding  total  return  over  time. 

It's  one  thing  to  be  number  one  for  a  given  one-year  period,  but  it  takes 
something  more  to  do  it  over  a  six  year  period.  Find  out  about  this 
consistently  winning  performer.  Past  performance  is  no  guarantee  of 
future  results.  Ask  your  investment  representative  for  a  prospectus 
containing  more  complete  information,  including  charges  and  expenses. 
Please  read  it  carefully  before  you  invest  or  send  money.  Or  call  us  direct. 
Call  1-800-DIAL-VKM  ext.  1103. 

*Lipper  Analytical  Services  ranks  the  Fund  among  8  funds  in  the  category  for  the  six-year  period  12/31/84-12/31/90  and  uses 
total  return  figures  based  on  the  assumption  that  all  distributions  are  reinvested  and  that  Fund  shares  are  purchased  without  a 
sales  charge.  Over  the  time  period  measured,  the  net  asset  value  of  the  U.S.  Government  Fund  was  $15.10  on  12/31/84  and  $15.25 
on  12/31/90.  Investment  performance  and  net  asset  value  will  fluctuate  with  market  conditions.  Past  performance  is  no 
guarantee  of  future  results.  *  denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 

Van  Kampen  Merritt 

A  XEROX  Financial  Services  Company 

Investing  with  a  sense  of  direction® 


Commentary  bv  Christopher  Fan-ell 


THE  MILITARY  IS  PRETTY  GOOD  AT  FIGHTING  RACISM,  TOO 
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ton.  U. 
iraVirc 


cyilz  have  ar.  e-:ua..y  irr.rxr: 
on  one  of  America's  most  p 
rr.es:::  issue;:  race  reiariors 
The  .  -     :  fcr.hr: 
"...  .  ..-  ;•  v.eh  •  Persia: 

aruru  r.r  r::s:  sueuessbuii 
ed  institutions  in  Amer- 
ican society.  That's  a 
b  rich:  hch:  for  bieai-: 
rir.es  Jus:  vher.  raar.y 
Americans  have  come 
to  believe  that  the  push 
far  crearer  iruerrahor 
has  stalled,  the  mili- 
tary's example — amply 
-  _•'  _••  ".•  :  by  are  end- 
less TV  coverage  of  the 


savs  CI 
,-  N  - 


.   .*.  ^.  _r.c  ruu.arv  as  a  rru-re. 

for  integration  and  try  to  replicate  it 
eisev/rere." 

To  a  large  extent,  the  military  s  suc- 
cess stems  from  its  unique  nature.  The 
institution  is  a  clear-cut  hierarchy,  and 
orders  must  be  obeyed.  Moreover,  the 
advent  of  the  all-volunteer  military  in 
1973  allowed  the  armed  services  to  be- 
come more  choosy  about  who  can  put 
on  a  uniform.  Hence,  about  96%  of 
blacks  in  the  army  have  high  school 
diplomas,  and  some  89%  of  whites 


... 


:s  :'— 


Lonversely,  it  also 
shows  aha:  r::  er.euch 
:r:  cress  ras  beer, 
rr.ade  eisevrhere.  "The 
ruhhary  reT.reser.as  :re 
one  institution  in  the 
U.  S.  that  has  equal  op- 
aorruruhy  ir.  the  rrea:- 
ment  of  its  peor  ie."  says  Benjamin  ( 
Davis  Jr..  a  retired  Air  Force  three-sts 

_ •  •  •  •  -.  :  '  'U  -''  ■  -  ■•  ■  ■  ':■£■.' 
cer.erai.  "I:  a-  far  sure 
spect  to  the  civilian  sector  of  the  U.  S.. 
which  is  shot  through  with  racism." 
huge  strides  7"  -  :  r.e  reason  vrhy 
blacks,  who  account  for  just  12%  of  the 
U.S.  roruiahor.  r:v  rr.ai-ie  up  21%  of 
the  armed  forces  overall  and  25 "  of 
the  men  and  women  who  are  serving  in 

-.  Persiar.  Gu'.f.  "7:  •  bar.  br.a: 
racial  proportion  in  the  armed  forces  is 
disproportionately  black  reflects  the 
inhere'.:  :•:.:■:  raaruues  ::  r.aa.es  a:.: 
whites  in  the  larger  society.''  says  Bart 
Landry,  sociologist  at  the  University  of 
Maryiar. : 

Indeed,  the  military's  record  in  race 
relations  looks  good  only  when  it  is 
compared  with  that  of  the  rest  of 
America.  Blacks  make  up  just  7%  of 
the  officer  corps  compared  with  23%  of 


urse.  is 


s  are  not 
the  same 
iiitary  is — 
louldn't  be. 
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Powell  stuck  in  the 
laggards.  To  begin 


r  on  a  sus- 
;nta  "It  takes 
>m  the  top,  a 
rh.  and  real 


spark  a  change.  "A  war  that  shows 
black  Americans  fighting  well  and  in 
iarje  numbers  ras  ::■  irrrrave  vrhhe 

race  relations."  says  Isabel  V.  Sawhul 
senior  fellow  at  the  Urban  Institute. 
A: as  N:r:h".ves:em's  Vsas:  "?e::.e 


Corporate  America  can 
learn  from  the  military — 
or  risk  leaving  a  Colin 
Powell  in  the  mailroom 


eU 
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vancement,  especially  for 

lave  a  powerful,  transfor- 
i  on  society.  Armed  con- 
JL  demands  extraordinary 
traordinary  circumstances, 
ghout  history,  changes 
war  have  reshaped  society 
followed.  Now. 
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The  486  PC. 


Never  before  has  this  much 
power  been  plugged  into  a 
business  PC. 


Presenting  the  Intel  486  micro- 
processor—  a  veritable  powerhouse  that's 
been  harnessed  for  business. 


It  may  be  a  little 

A  486  microprocessor-based  PC  has 
everything  it  takes  to  run  today's  high- 
powered  applications.  And  run  them  the 
way  you  need  to— simultaneously  and  at 
lightning  speed. 

Plus,  it's  compatible  with  the  hard- 


©1990  Intel  Corporation 


aore  power  than  you're  used  to. 


ware  and  business  applications  you  already 
own,  so  you  won't  spend  any  extra  time  or 
money  on  training. 

The  486  PC.  Plug  it  in  and  start  shock- 
ing the  corporate  world. 

For  additional  information,  call 


1-800-548-4725  and  ask  for  "The  486  Micro 
processor  Means  Business"  brochure. 

The  Computer  Inside.™ 


486  is  a  trademark  of  Intel  Corporation. 
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LABOR I 


THE  PROTECTOR  OF  PENSIONS 
DEVELOPS  ITS  BICEPS 


New  clout  lets  the  federal  PBGC  muscle  in  at  bankruptcy  court 


As  agencies  go,  the  Pension  Bene- 
fit Guaranty  Corp.  used  to  be  the 
federal  government's  Rodney 
Dangerfield.  In  the  1980s,  dozens  of 
companies  failed  to  inject  promised  mon- 
ey into  pension  plans  the  PBGC  insures. 
Some  even  declared  bankruptcy  so  they 
could  dump  their  pension  liabilities  on 
the  agency.  The  unhappy  result:  On  Feb. 
27,  the  PBGC  announced  a  deficit  of  SI. 8 
billion,  nearly  double  1989's  figure. 

But  suddenly,  the  PBGC  is  getting  re- 
spect. With  new  powers  from  Congress, 
it  is  displaying  fresh  aggressiveness  in 
recouping  money  from  failed  companies. 
And  that's  fine  with  other  firms,  who 
hate  seeing  competitors  gain 
an  advantage  by  off-loading 
their  pension  obligations.  "We 
will  be  looking  to  the  PBGC  to 
go  after  them,"  says  Armco 
Inc.  lobbyist  John  L.  Bauer. 

The  PBGC's  switch  from 
wimp  to  bully,  though,  is  infu- 
riating creditors  of  bankrupt 
companies,  who  allege  that 
the  PBGC's  hardball  tactics 
can  wreak  havoc  with 
reorganization  plans.  They 
also  charge  that  money  the 
PBGC  snags  will  slash  the 
funds  available  for  bondhold- 
ers, suppliers,  and  retirees  for 
health  benefits.  Says  Los  An- 
geles bankruptcy  lawyer  Ken 
Klee:  "If  priority  creditors  in- 
sist on  taking  everything, 
businesses  will  liquidate  rath- 
er than  be  rehabilitated." 

PREMIUM  SHOCK. 

created  the  PBGC  in  1974  to 
insure  private  defined-benefit 
pension  plans,  which  promise 
retirees  specified  monthly 
payments.  The  agency  is  : 
nanced  by  premiums  paid  b> 
employers.  But  PBGC  Execu- 
tive Director  James  B.  Lock 
hart  III  says  those  aren't 
enough  to  keep  the  fund 
healthy.  The  recent  bankrupt- 
cies of  Pan  Am,  Eastern,  and 
steelmaker  CF&l  have  added 
to  the  agency's  woes.  And  27 
other  ailing  companies  have 


$8  billion  in  unfunded  pension  liabilities. 

The  PBGC  won't  run  out  of  cash  for  a 
decade,  but  Lockhart  fears  that  if  he 
doesn't  go  after  corporate  assets,  he'll 
have  to  raise  annual  premiums,  which 
have  reached  S72  per  employee  in  some 
cases  vs.  SI  in  1974.  "We're  trying  to 
maximize  our  recoveries  to  minimize  the 
hits  to  our  premium  payers,"  he  says. 

The  PBGC's  hand  was  strengthened 
last  June  when  it  won  a  Supreme  Court 
victory  over  lty  Corp.  The  agency  had 
assumed  responsibility  for  four  of  the 
bankrupt  company's  pension  plans, 
which  were  underfunded  by  about  S2  bil- 
lion. This  threat  to  the  PBGC's  solvency 
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THE  PBGC'S  BIG  WORRIES 

The  Pension  Benefit  Guaranty  Corp.'s  deficit,  currently  $1.8  bil- 
lion, could  swell  by  billions  more  if  the  agency  has  to  take  over 
these  unfunded  pension  liabilities 

Millions  Millions 

$3,100     WESTERN  UNION  $400 


LTV 

PAN  AM 


800     CF&l  STEEL 


ASTERN 


700  TWA 


DATA:  PENSION  BENEFIT  GUARANTY  CORP 


ended  when  the  high  court  ruled  LTV' 
should  take  back  three  of  the  plans.  Af- 
ter months  of  haggling  that  held  up 
ltv's  reorganization  plan,  the  company 
has  tentatively  agreed  to  pump  S3  billior 
into  its  plans  over  30  years,  and  talks 
have  started  on  a  payment  schedule,  lty 
may  have  to  pony  up  an  initial  payment 
of  $400  million,  which  could  force  an  as- 
set sale,  possibly  of  its  aerospace  unit. 
clipped  WINGS.  LTV  isn't  the  only  target. 
In  1987,  Congress  empowered  the  func 
to  hold  corporate  affiliates  responsible 
for  each  other's  pension  liabilities.  Tht 
tactic  was  one  factor  in  Continental  Air- 
lines Holdings  Inc.'s  bankruptcy  filing 
When  Eastern  Air  Lines  Inc.  couldn't 
make  good  on  S700  million  in  pension 
promises,  the  PBGC  pursued  claims  on  it 
parent,  Continental.  To  keep  liabilities 
from  rising,  the  agency  terminated  th< 
pension  plan  and  got  S30  million  from 
Eastern  and  S80  million  from  Continen 
tal.  But  Continental  couldn't  come  up 
with  collateral  for  the  rest  and  entered 
Chapter  11  in  December. 

While  Congress  has  given  the  PBGC 
new  clout,  lawmakers  didn't  guarantee  it 
success  at  getting  its  money 
To  increase  its  chances,  agen 
cy  lawyers  argue  that  the 
PBGC  should  have  priority 
over  other  creditors  for  some 
claims.  But  last  May,  a  judge 
in  the  LTV  bankruptcy  pro- 
ceedings ruled  that  the  agen 
cy  shouldn't  be  treated  as 
more  equal  than  other  credi 
tors.  In  the  Continental  case 
creditors  are  fuming  at  simi 
lar  PBGC  demands — partly  be 
cause  the  agency's  claims 
were  against  Eastern,  not 
Continental.  Continenta 
lenders  are  fighting  the 
PBGC's  attempt  to  sit  on  their 
creditors'  committee. 

The  PBGC  now  plans  to  ask 
Congress  for  legislation  to  el 
evate  its  status  in  bankruptcy 
court.  If  it  prevails,  creditors 
and  attorneys  worry  that 
banks  would  balk  at  making 
unsecured  loans  to  healthy 
companies  with  underfunded 
pension  plans.  In  turn,  they 
say,  that  could  keep  compa 
nies  from  creating  pension 
plans.  None  of  this  fazes 
Lockhart.  though.  His  goal  is 
simple:  to  avoid  taxpayer  bail 
outs.  With  the  PBGC's  new 
clout,  he  may  have  a  start. 

By  Susan  B.  Garland  in 
Washington,  with  Gail  De 
George  in  Miami  and  Michael 
Schroeder  in  Pittsburgh 


200 


130 


GOVERNMEf 


PKtiL  1N*UKMAT1UN 

FOR  READERS  OF 

BusinessWeek 


Want  more  information  about  advertisers  in  this  issue? 
If  so... 

1  •  Review  the  list  of  advertisers  below. 

2*  Circle  the  corresponding  number  on  the  postage-paid 

reader  service  card,  complete  the  necessary  information 

and  drop  in  the  mail. 
3.  Or,  call  toll-free  Monday— Friday  8AM— 5PM  MST: 
1-800-345-3550 

When  prompted,  use  keypad  to  enter  this  control  number  8299600* 


FINANCIAL  PRODUCTS 
AND  SERVICES 

1.  Century  21 
Commercial/Investment 
Services 

2.  Van  Kampen  Merritt 

3.  Wausau  Insurance 
Companies 

PRODUCTS/SERVICES 

4.  Amoco  Chemical 
Company 

5.  Anritsu  Corporation 

6.  Canon  Custom  Series 
Typewriters 

7.  Chatwal  Hotels 

8.  Compaq 

9.  Danfoss 

10.  Eastman  Kodak  Printer 
Products 

11.  Fujitsu  Imaging 
Systems  of  America, 
Inc. 

12.  Intel  Corporation 


13.  Jeep®  Cherokee  Limited 

14.  NEC  America 

15.  Residence  Inn  by 
Marriott 

16.  Ryder  Transportation 
Resources 

17.  Savin  Corporation 

18.  Siemens  Corporation 

19.  Tandy/Radio  Shack 

20.  Volvo  Cars  of  North 
America 

AREA  DEVELOPMENT 

21.  Arizona  Department  of 
Commerce 

22.  Iowa  Department  of 
Economic  Development 

COMPUTER  SOFTWARE 
Special  Editorial  Report 

31.  Ashton-Tate 

32.  CompuServe 

33.  Mitel  Corporation 

34.  Oracle  Corporation 

35.  Universal  Data  Systems 
(UDS) 


inance 


NEW  JERSEY  CADILLAC  DEALER  ROSENSTEIN:  "I'VE  BEEN  IN  THE  BUSINESS  FOR  46  YEARS,  AND  THIS  IS  THE  WORST  I'VE  SEEN  IT 


THE  FED  MAY  NEED  A  CROWBAR 
FOR  THIS  CREDIT  CRUNCH 


if 


Despite  easier  money,  banks  are  getting  tough  on  consumer  loans 


■  nterest  rates  are  falling.  The  stock 
I  market  is  rising.  And  peace  is  break- 
B  ing  out  in  the  Middle  East.  At  last, 
things  seem  to  be  coming  together  for 
the  economy.  But  there's  one  big  prob- 
lem: Consumers,  the  driving  force  in  the 
economic  expansion  of  the  1980s,  may 
not  provide  the  wellspring  of  spending 
that  has  rescued  the  country  from  previ- 
ous recessions.  And  that  could  put  a  se- 
rious damper  on  the  recovery. 

While  much  has  been  said  about  the 
credit  crunch  affecting  business,  con- 
sumers are  involved  in  a  huge  credit 
crunch  of  their  own.  The  crunch  has 
both  supply  and  demand  facets.  Bur- 
dened by  debt  and  with  their  incomes 
falling,  consumers  are  less  interested  in 
making  purchases.  Just  ask  Norman  Ro- 


senstein.  In  previous  recessions,  the  gen- 
eral manager  of  Joseph  F.  Stein  Inc.,  a 
tiny  Cadillac  dealership  in  Asbury  Park, 
N.  J.,  always  managed  to  sell  a  fair  num- 
ber of  cars.  But  the  weekend  crowds 
that  once  browsed  through  his  show- 
room have  vanished,  and  sales  have  been 
cut  in  half.  Says  Rosenstein:  "I've  been 
in  the  business  for  46  years,  and  this  is 
the  worst  I've  seen  it." 
long  cure.  Consumers  who  want  to  buy 
but  need  credit  are  facing  chary  bankers 
who  are  tightening  loan  standards  con- 
siderably. In  an  extreme  case,  First 
Chicago  Corp.  has  begun  reducing  credit 
lines  and  canceling  the  credit  cards  of 
New  England  consumers  who  have  had 
trouble  servicing  their  debt.  Even  the 
strongest  banks,  where  loan  volume  con- 


tinues to  rise,  are  cautious.  "There's  a 
lot  of  money  available,"  says  John  B 
McCoy,  chairman  of  Banc  One  Corp 
in  Columbus,  Ohio.  "It's  just  finding 
the  creditworthy  borrower  you  want  to 
lend  to." 

That  means  the  Federal  Reserve 
Board's  usual  curative  measures  to 
pump  up  the  economy  may  take  longer 
to  work  this  time.  True,  there  is  always 
a  lag  between  lower  market  rates  and 
cuts  in  bank-lending  rates,  as  there  is 
between  Fed  easing  and  the  economy's 
rebound.  And  peace  in  the  gulf  should 
buoy  consumer  confidence.  Still,  "the 
Fed  will  have  to  do  more  than  has  often 
been  the  case  to  get  life  back  into  the 
economy,"  says  Allen  Sinai,  chief  econo- 
mist at  Boston  Co. 
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So  far,  the  crunch  has  been  most  ap- 
arent  among  businesses.  Many  compa- 
ies  that  took  on  heavy  debt  loads  dur- 
lg  the  '80s  are  trying  to  reduce  their 
urden,  not  increase  it.  And  companies 
lat  want  to  borrow  are  encountering 
ery  skeptical  lending  officers.  In  the 
ed's  most  recent  survey  of  senior  bank- 
;nding  officers,  a  third  of  U.  S.-based 
anks — and  89%  of  foreign  banks  in  the 
P  S. — reported  raising  their  standards 
>r  commercial  loans. 

To  help  ease  the  crunch  and  spur  the 
;onomy,  the  Fed  has  relied  heavily  on 
»wer  interest  rates.  The  central  bank 
as  cut  the  discount  rate  twice  in  less 
lan  two  months.  The  latest  reduction 
ime  on  Feb.  1,  when  it  lowered  the  rate 
y  another  half-percentage  point,  to  67. 
he  federal  funds  rate — the  rate  banks 
harge  each  other  for  overnight  loans — 
j  down  to  6.257  from  an  average  of 
.31%  last  December. 
itill  tight.*  The  Fed  also  has  tried  to 
nd  the  drought  in  bank  lending  by  re- 
ucing  the  reserves  banks  and  thrifts 
ave  to  hold  against  certain  deposits, 
hat  freed  up  $13.6  billion  for  new  loans, 
till,  even  Fed  Chairman  Alan  Green- 
pan  concedes  the  credit  crunch  facing 


consumer  debt  is  so  high  and  buyers  so 
skittish,  lower  rates  won't  help.  This  is 
most  apparent  in  the  auto  industry. 
Though  Chrysler  Financial  Corp.  low- 
ered its  rate  on  a  three-year  car  loan  to 
7.97  in  early  February,  vehicle  sales  re- 
main slow. 

Many  banks  may  keep  rates  high  be- 
cause they  are  more  worried  about  con- 
sumers' ability  to  pay  their  debts  and 

Nonbusiness  bankruptcies 
rose  15%  in  1990,  to  more 
than  1  million  individuals 


want  to  compensate  for  default  risk.  For 
instance,  about  4%  of  credit-card  receiv- 
ables were  90  days  past  due  at  the  end 
of  the  third  quarter.  At  the  same  time, 
bankers  are  under  pressure  from  regula- 
tors to  boost  their  capital.  And  that 
means  bankers  need  higher  profits — 
much  higher.  "There  are  a  lot  of  bank- 
ers out  there  trying  to  rethink  whether 
the  historical  spreads  are  right  in  this 
environment,"  says  John  W.  Westman, 


Home  sales  remain  sluggish,  and  hous- 
ing starts  are  plummeting.  In  the  week 
ended  Feb.  15,  about  a  third  of  applica- 
tions were  for  refinancing  existing 
loans,  according  to  the  Mortgage  Bank- 
ers Assn.  Mortgage  refinancings  help 
burnish  household  balance  sheets  during 
a  recession,  but  the  sad  state  of  the 
housing  market  suggests  a  slow  pickup 
at  best. 

more  bankruptcies.  Even  if  the  bank- 
ing system  regains  its  health  and  starts 
putting  out  the  welcome  mat  for  borrow- 
ers, in  other  words,  there's  no  guarantee 
that  consumers  will  return  to  their 
spendthrift  ways.  More  individuals  are 
having  trouble  coping  with  their  existing 
debt  payments.  Nonbusiness  bankrupt- 
cies rose  157  in  1990,  to  some  710,000 
filings,  or  more  than  1  million  individ- 
uals, according  to  Regional  Financial  As- 
sociates Inc.  The  economic  consulting 
firm  says  bankruptcy  filings  could  hit 
800,000  this  year.  Even  more  telling,  a 
recent  survey  by  Brittain  Associates 
Inc.,  an  Atlanta  consultant,  found  that 
one  in  five  U.  S.  households  has  stopped 
or  will  stop  using  at  least  one  of  their 
credit  cards. 
To  crack  the  credit  crunch  nut,  some 
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usiness  has  proved  tough  to  crack.  "It's 
till  there.  It's  still  tight,"  he  told  the 
enate  Banking  Committee  on  Feb.  20. 
[The  crunch]  continues  to  require  unre- 
mting  effort  until  it's  resolved." 

But  it  is  the  crunch  on  consumers  that 
oses  the  worst  threat  to  the  economy's 
ecovery.  Some  consumer-credit  rates 
ave  been  slow  to  come  down.  And  some 
ates  may  never  change.  Credit-card 
ompanies  have  learned  that  consumers 
re  almost  oblivious  to  the  interest  rates 
hey  pay.  Notes  M.  Douglas  Crisp,  a 
enior  vice-president  of  consumer  lend- 
ig  at  First  Union  National  Bank  in 
Jorth  Carolina:  "There  are  still  lenders 
ut  there  issuing  cards  at  19.8%,  and 
ieople  are  still  paying  it." 

Other  lenders  contend  that,  because 


chief  financial  officer  at  Banc  One. 
"Most  bankers  are  saying:  'I'm  not  sure 
what  I  should  be  making,  except  what  I 
made  before  isn't  enough.'  " 

Banks  are  also  boosting  consumer 
credit  standards.  Consider  Shawmut  Na- 
tional Corp.  The  Boston-based  bank  has 
cut  back  on  no-downpayment  loans  for 
cars.  Some  borrowers  now  have  to  put 
up  as  much  as  207  of  the  purchase 
price.  Shawmut  has  also  reduced  the  av- 
erage term  of  a  new-car  loan  to  53 
months  from  60  months.  What's  more, 
loan  officers  are  paying  closer  attention 
to  applicants'  credit  histories  and  job  sta- 
bility, too. 

Even  where  rates  have  fallen  steadily, 
such  as  those  on  home  mortgages,  the 
economic  kick  has  been  slow  in  coming. 


economists  believe  the  Fed  will  have  to 
get  a  lot  more  aggressive.  Despite  a 
two-percentage-point  drop  in  the  federal- 
funds  rate  since  July,  the  M2  money 
supply  grew  at  a  bare  17  annual  rate 
from  October  through  January — well  be- 
low the  Fed's  target  range  of  37  to  77. 
Only  in  February  did  M2  rise  to  a  3.37> 
growth  rate. 

Eventually,  loose  money  and  low  rates 
will  work.  But  rates  may  have  to  go 
much  lower  to  cajole  debt-weary  con- 
sumers into  spending  again.  Only  when 
that  happens  will  the  economy  break  out 
of  the  doldrums. 

By  John  Meehan  and  Christopher  Far- 
rell  in  .\'eu'  York,  with  Mike  McNamee  in 
Washington,  Zachary  Schiller  in  Colum- 
bus, Ohio,  and  bureau  reports 
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LEASING  I 


ALL  THE  TROUBLE 
ISN'T  IN  THE  SKY 

Companies  that  lease  planes  are  reeling,  too 


R 


lyder  Chairman  M.  Anthony  Burns 
doesn't  talk  much  about  aircraft 
leasing  these  days.  Who  can 
blame  him?  When  Ryder  System  Inc. 
plunged  into  the  business  in  1984,  Bums 
thought  it  was  a  sure  bet.  Leasing  com- 
panies were  soaring,  and  Ryder  eagerly 
bought  a  fleet  of  narrowbody  aircraft, 
including  aging  Boeing  727s  and  McDon- 
nell Douglas  DC-9s.  By  1989,  Ryder  had 
leased  47  planes  to  such  expansion-mind- 
ed carriers  as  Continental,  Midway,  and 
America  West.  Business  was  booming. 

Then  the  airline  industry  crashed. 
Ravaged  by  recession  and  high  fuel 
prices,  Midway  Airlines  Inc.  and  bank- 
rupt Continental  Airlines  Inc.  stopped 


lease  payments  to  Ryder.  Its  leasing 
unit  began  losing  $1  million  a  month, 
while  an  aircraft  glut,  caused  partly  by 
the  demise  of  Eastern  Air  Lines  Inc., 
eroded  resale  values.  In  February, 
Burns  wrote  off  the  business,  which 
handed  Ryder  a  $25  million  loss  for 
1990's  fourth  quarter. 
staggering  LOSSES.  Burns  may  have 
stubbed  his  toe,  but  he  certainly  isn't 
alone.  With  the  airline  industry  in  a  seri- 
ous slump,  the  aircraft  finance  business 
faces  a  major  shakeout.  "The  market  at 
this  point  for  virtually  any  aircraft  is 
depressed,"  says  Kenneth  A.  Raff,  man- 
aging director  of  fleet  planning  at  Amer- 
ican Airlines  Inc.  Most  at  risk  is  anyone 


with  money  in  older  narrowbody  craft, 
which  are  less  economical  than  newer 
widebody  planes.  That's  particularly 
true  of  lessors  with  old  planes  at  the 
growing  roster  of  shaky  airlines. 
•  Losses  from  leasing  transactions 
could  be  staggering.  More  than  700 
planes  are  leased  to  the  most  troubled 
airlines  by  scores  of  leasing  firms.  The 
biggest  names  in  the  business — Ire- 
land's GPA  Group  and  International 
Lease  Finance  Corp.  (ILFC),  a  unit  of 
American  International  Group — aren't 
that  involved  in  the  market  for  aging, 
narrowbody  planes.  But  some  other 
heavyweights  are.  Polaris  Aircraft  Leas- 
ing Corp.,  a  unit  of  General  Electric  Cap- 
ital Corp.  and  the  syndicator  of  six  pub- 
lic aircraft  limited  partnerships,  has 
broad  exposure.  Smaller  syndicators 
such  as  Pegasus  Capital  Corp.  and  Inte- 
grated Resources  Inc.  also  have  portfo- 
lios of  planes  at  troubled  airlines  (table). 

Some  individual  investors  are  exposed, 
too.  They  poured  $1.8  billion  into  17  pub- 
lic limited  partnerships  syndicated  by 
leasing  companies,  and  millions  more 
into  private  deals.  During  the  go-go  '80s, 
some  of  these  partnerships  leased  planes 
to  airlines  of  dubious  credit  quality  in 
order  to  generate  junk-bond  type  yields. 
Many  partnerships  "invested  in  a  lot  of 
old,  crappy  planes,"  says  Scott  Hamil- 
ton, editor  of  industry  newsletter  Com- 
mercial Aviation  Report.  "Most  inves- 
tors won't  get  their  money  out." 
gold  mine.  Then  there  are  the  banks.  As 
leasing  companies  hit  hard  times,  banks 
that  lent  to  them  risk  not  being  able  to 
recover  their  money.  Falling  plane  prices 
are  reducing  the  value  of  their  collateral. 
ILFC  President  Steven  Udvar-Hazy  esti- 
mates that  as  much  as  $4  billion  worth 
of  bank  loans  are  at  risk. 

Just  a  few  years  ago,  such  a  slump 
seemed  impossible.  In  the  mid-1980s 
leasing  was  like  mining  gold.  With  fuel 
prices  low  and  new  planes  in  short  sup- 
ply, older  jets  were  rising  in  value.  Les- 
sors and  banks  rushed  in  to  buy  the 
planes  and  lease  them  back  to  airlines. 

But  last  year,  manufacturing  capacity 
caught  up  with  demand.  Passenger  traf- 
fic began  to  slow.  And  as  planes  flooded 
the  market  from  the  bankruptcies  of 
Braniff  and  Eastern,  a  glut  developed, 
cutting  prices  of  older  727s  and  DC-9s.  It 
didn't  help  that  a  new  national  noise 
standard  limited  the  useful  life  of  old, 
noisy  planes — unless  the  owners  added 
pricey  kits  to  quiet  the  engines. 

Then  war  and  recession  battered  the 
industry  and  aircraft  values.  Airlines 
with  $2  billion  in  fourth-quarter  losses 
trimmed  schedules  and  grounded  planes. 
Used  aircraft  on  the  market  shot  to  837 
by  Feb.  1,  up  from  200  in  1989.  The 
price  of  a  727-200  has  fallen  20%  since 


is 
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ist  summer,  to  $3.5  million  (chart). 
If  all  this  weren't  enough,  leasing 
ampanies  got  another  jolt  in  January, 
lis  time  from  the  judge  in  the  Continen- 
il  bankruptcy.  Until  now,  an  airline  in 
lhapter  11  has  had  to  resume  lease  pay- 
lents  within  60  days  of  filing.  But  Con- 
nental  persuaded  Bankruptcy  Judge 
[elen  S.  Balick  to  distinguish  between 
ivo  kinds  of  leases:  those  used  by  air- 
nes  to  expand  fleets  and  those  used  by 
irlines  to  raise  cash  by  selling  planes 
ley  already  owned  and  leasing  the 
lanes  back.  The  judge  ruled  that  the 
econd  type  of  lease  isn't  protected  by 
le  60-day  rule.  Continental,  which  has 
lany  of  these  leases,  doesn't  have  to 
ay  the  rentals.  The  ruling  also  prevents 
;asing  companies  from  repossessing 
leir  airplanes. 

Lessors,  who  thrived  on  such  sale  and 
;aseback  deals,  are  now  shaking  in 
leir  boots.  The  ruling  has  been  ap- 
ealed.  But  in  the  meantime,  Pan  Am 
lorp.  has  asked  the  judge 
l  its  bankruptcy  case  for 
imilar  treatment,  hoping 
i  avoid  $33  million  in 
lissed  lease  payments. 
ulnerable.  Despite  the 
jrmoil,  lessors  have  to 
e  viewed  selectively. 
pa,  ILFC,  and  GE's  Polar- 
;  unit  are  the  industry's 
ominant  players.  But  un- 
ke  the  other  two,  Polaris 
as  specialized  in  old 
lanes.  It  has  103  aircraft 
t  the  nation's  most  trou- 
led  airlines  and  64%  of 
s  jets  don't  meet  current 
oise  standards.  Polaris 
'resident  Marc  P.  Desau- 
sls  insists  GE's  return  on 
'olaris  assets  hasn't  de- 
lined.  But  as  part  of  an 
ttempt  to  limit  its  expo- 
ure  to  the  aircraft  indus- 
ry,  GE  is  trying  to  sell 
alf  its  stake  in  Polaris. 

Still,  Polaris  has  plenty 
f  resources.  Though 
alted  lease  payments 
ave  cut  into  cash  flow,  Desautels  says 
ick  of  debt  and  a  strong  marketing 
earn  will  shield  it  from  the  downturn. 
Vith  future  access  to  capital  limited,  De- 
autels  figures  airlines  will  salivate  over 
lis  inexpensive  planes.  "Low  cost  capital 
ssets  have  a  great  deal  of  merit  in  a 
apital-starved  industry,"  he  says. 

But  smaller  companies  with  older 
leets  can  unravel  quickly.  Pegasus  Cap- 
tal  Corp.  was  formed  in  1988,  just  as  jet 
alues  were  soaring.  The  company  built 
.  portfolio  of  41  aircraft  and  syndicated 
wo  limited  partnerships.  Its  formula 
vas  simple:  Pegasus  would  buy  an  air- 
ilane  with  100%  financing  from  a  bank, 
t  then  sold  the  jet  to  a  limited  partner- 


ship of  individual  inves- 
tors and  repaid  the  lend- 
ers. It  collected  fees 
from  the  partnership,  in- 
cluding an  up-front 
management  fee.  Inves- 
tors were  promised  a 
12%  return,  based  on 
lease  payments  and  esti- 
mates of  the  jets'  resid- 
ual values. 

Pegasus  made  lots  of 
money.  But  unfortu- 
nately, it  invested  heavily  in  Continental 
planes.  When  Continental  filed  for  Chap- 
ter 11,  Pegasus  got  nailed.  Sources  close 
to  the  company  say  Pegasus,  with  $400 
million  in  debt  and  only  $25  million  in 
equity,  had  leased  to  Continental  a  num- 
ber of  planes  it  had  bought  with  bank 
bridge  loans.  But  it  had  not  yet  been 
able  to  raise  money  from  a  new  partner- 
ship it  was  forming  to  pay  the  banks 
back.  The  sources  say  Continental 
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sautels  by  saying  that 
cheaper  planes  will  be 
even  more  attractive  to 
airlines  that  can't  fi- 
nance new  jets.  Some 
experts,  however,  think 
that  hundreds  of  planes 
may  be  getting  so  old 
that  they  are  simply  un- 
economical. United  Air- 
lines Inc.  Vice-Chairman 
John  C.  Pope  says  that 
older  727s  and '  DC-9s 
can  still  fly  safely,  but  "the  maintenance 
cost  is  what  gets  you." 
few  choices.  Even  if  the  market  re- 
bounds, the  industry's  capital  crunch 
promises  to  slow  activity.  And  until  the 
question  of  lease  security  in  bankruptcy 
court  is  resolved,  don't  look  for  many 
sale-leasebacks.  In  the  1980s,  buyers  of 
old  jets  had  their  choice  of  eager  lend- 
ers. But  now,  says  GPA  President  Mau- 
rice A.  Foley,  "the  withdrawal  of  the 


CAUGHT  IN  A  DOWNDRAFT 

With  values  for  the  oldest  commercial  jets  plummeting,  many  aircraft 
lessors  are  feeling  the  heat.  Some  have  significant  numbers  of  planes 
at  the  nation's  most  troubled  airlines:  Eastern  (in  liquidation),  Conti- 
nental and  Pan  Am  (in  Chapter  11),  Trans  World  Airlines  and  Midway 
(in  arrears  on  lease  payments).  Several  carriers  have  stopped  making 
lease  payments.  Here  are  some  exposed  lessors  and  the  number  of 
jets  they've  placed  at  carriers  with  financial  problems 
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POLARIS  AIRCRAFT  LEASING: 
Polaris  is  king  of  the  used  aircraft 
lessors.  With  103  planes  at  trou- 
bled airlines,  it  has  heavy  expo- 
sure. But  that's  offset  by  low 
debt  and  strong  marketing 
GE  CAPITAL  CORP.:  Usually  a 
long-term  lessor  of  newer  planes, 
GECC  has  37  jets  at  stricken  car- 
riers. It  is  stuck  with  several  East- 
ern 727s.  Pan  Am  has  returned 
two  747s 
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Leasing  unit  of  bankrupt  finance 
company  has  lots  of  narrowbod- 
ies,  which  are  less  valuable  than 
larger  planes,  at  Continental 

PEGASUS  CAPITAL 


18 

PLANES 


Broad  exposure  with  old  planes. 
Sold  out  to  International  Air 
Leases,  a  Florida  lessor,  just  as 
market  tanked 


McDonnell  douglas 
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Helps  finance  the  sale  of  Douglas 
planes.  Holds  leases  on  many  old 
Midway  and  Eastern  aircraft 

ELECTRA  AVIATION 


19 

PLANES 


British  lessor  with  long-term  fi- 
nance leases.  Lots  of  planes  at 
Eastern  and  Continental,  but 
mostly  widebodies 

POTOMAC  CAPITAL 


15 

PLANES 


Unit  of  Potomac  Electric.  Ex- 
posed to  Continental  and  TWA. 
Like  Electra,  emphasis  on  more 
valuable  widebodies  helps 


stopped  payment  on  its  leases  and  Pega- 
sus couldn't  meet  loan  demands.  Last 
fall,  two  of  Pegasus'  three  principals  un- 
loaded much  of  the  company  to  Interna- 
tional Air  Leases  Inc.,  a  Florida  lessor, 
for  $2.5  million.  Pegasus'  banks  are  still 
working  out  over  $100  million  in  loans. 

Following  a  lengthy  interview  with 
Pegasus  President  Richard  S.  Wiley, 
BUSINESS  WEEK  received  a  letter  from 
the  company's  general  counsel  claiming 
that  the  magazine's  information  about 
Pegasus  was  incorrect.  The  letter  did 
not  challenge  any  specific  statements. 

Most  leasing  executives  are  hoping 
that  aircraft  values  will  recover  as  the 
airline  industry  mends.  Others  echo  De- 


Japanese  and  the  poor  health  of  many 
U.  S.  banks  is  having  a  major  impact." 

In  short,  the  leasing  bonanza  is  over 
for  now.  Many  old  planes  could  simply 
end  up  in  junkyards  such  as  that  run  by 
Memphis  Group  Inc.,  a  firm  that  buys 
planes  for  scrap.  Even  that  may  not  pay, 
though.  Memphis  Group's  Steve  Manley 
notes  that  "there  are  so  many  planes 
available,  the  parts  market  is  being 
filled  by  existing  inventories."  That's 
just  one  more  piece  of  bad  news  for 
leasing  companies  desperate  to  find  a 
final  resting  place  for  tired,  old  aircraft. 

By  Kevin  Kelly  in  Chicago  and  Michael 
Oneal  in  New  York,  with  Gail  DeGeorge  in 
Miami  and  Todd  Vogel  in  Connecticut 
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BILL  FARLEY  COULD  LOSE  HIS 
SHIRT — AND  HIS  UNDERWEAR 


To  avoid  Chapter  11,  he  may  yield  Fruit  of  the  Loom 


Like  so  many  other  bootstrap  entre- 
preneurs of  the  Eighties,  William 
F.  Farley  was  a  creature  of  Drex- 
el's  mighty  junk-bond  juggernaut.  He 
began  the  decade  as  a  little-known  Chi- 
cago financier,  head  of  Farley  Industries 
Inc.,  with  a  mere  $19.6  million  in  annual 
sales.  Aided  by  Drexel  Burnham  Lam- 
bert Inc.,  Farley  burst  into  the  big  time 
in  1985.  He  sold  enough  junk  to  finance 
such  deals  as  the  $2  billion  purchase  of 
Northwest  Industries,  parent  of  under- 
wear maker  Fruit  of  the  Loom,  and  a  $3 
billion  takeover  bid  for  West  Point-Pep- 
perell,  the  large  apparel  concern.  At  the 
height  of  his  glory  in  1988,  Farley  even 
toyed  with  running  for  President. 

Now,  Farley  has  nothing  to  run  for 
but  help.  Drexel  is  in  Chapter  11,  and 
the  junk  market  is  in  the  doldrums.  Far- 
ley's big  debt  problems  are  well  known. 
What  isn't  well  known  is  that  he  may 
end  up  losing  most  or  all  of  his  empire. 

On  Feb.  15,  Farley  defaulted  on  an 
estimated  $13  million  interest  payment 
on  Farley  Inc.  bonds.  And  he  hasn't  paid 
principal  or  interest  on  more  than  $1.6 
billion  in  debt  for  the  yet-to-be-completed 
West  Point  deal.  What's  more,  his  grip 
on  Fruit  of  the  Loom  is  slipping — per- 
haps into  the  hands  of  his  onetime  take- 
over adviser,  former  Drexel  investment 
banker  Leon  Black. 

The  must  immediate  crisis  is  the  debt 
for  Farley  Inc.,  now  his 
holding  company.  The 
bondholders  can  force  it 
into  bankruptcy  court 
30  days  after  the 
missed  Feb.  15  pay- 
ment. The  48-year-old 
Farley,  who  is  currently 
conducting  marathon 
restructuring  negotia- 
tions with  bondholders, 
is  expected  to  ask  them 
to  swap  their  Farley 
Inc.  paper  for  payment- 
in-kind  bonds,  which 
would  ease  his  interest 
problems  by  paying  out 
in  additional  bonds  in- 
stead of  cash.  He 
may  pledge  them  a 
in  proceeds  from 
asset  sales. 
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Odds  are,  though, 
that  the  bondholders 
won't  go  for  the  swap. 
To  pay  them  off  and 
keep  Farley  Inc.  out  of 
Chapter  11,  he  may 
have  to  sell  a  chunk  of 
his  prized  and  most 
valuable  asset:  Fruit  of 
the  Loom,  whose  T- 
shirts  the  fit-looking 
Farley  has  modeled  in 
ads.  "He's  up  against 
the  wall  on  this  one," 
says  a  source  close  to 
the  talks. 

cash  poor.  Farley's  ba- 
sic problem,  not  surpris- 
ingly, is  cash.  In  the 
first  half  of  1990,  the 
last  time  Farley  Inc.  re- 
ported its  results,  earn- 
ings covered  only  70% 
of  its  interest  expenses. 
Cash  flow  was  a  nega- 
tive $51  million,  which 
would  have  been  much 
worse  if  not  for  asset  sales  of  $575  mil- 
lion. The  situation  hasn't  improved  since 
then,  according  to  sources  close  to  him. 
The  market  has  reacted  by  sending  Far- 
ley Inc.  bonds  into  a  free-fall  (chart). 

Farley's  cash  dearth  is  behind  his  in- 
ability to  complete  the  West  Point  deal. 

He  has  95%  of  the 
stock,  but  he  can't  get 
access  to  the  company's 
cash  flow  to  pay  inter- 
est until  he  gets  100%. 
Yet  he  hasn't  been  able 
to  raise  the  $83  million 
needed  to  pick  up  the 
last  5%.  Meanwhile,  the 
accumulated  unpaid 
principal  and  interest 
tab  on  his  $1.6  billion 
acquisition  debt  now 
tops  $200  million.  Al- 
though Farley  has  le- 
gally insulated  Farley 
Inc.  from  West  Point's 
liabilities,  West  Point 
creditors  might  eventu- 
ally go  after  Farley's 
stake.  But  they  have 
taken  no  action  so  far. 


I 

"AGAINST  THE  WALL":  FARLEY  IS 
SWIMMING  IN  DEBT 

THE  FREE  FALL 
IN  FARLEY  BONDS 
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It's  an  exquisite  irony  that  the  biggest 
beneficiary  of  Farley's  troubles  may  be 
the  man  who  helped  get  him  into  this 
fix:  Leon  Black.  In  1988,  Black,  then  at 
Drexel,  helped  create  the  plan  to  float 
$500  million  of  Farley  Inc.  bonds  for  an 
acquisition  war  chest.  Black  is  now  sit- 
ting on  his  own  buyout  cache  of  some 
$800  million,  half  of  it  from  French 
banking  giant  Credit  Lyonnais. 

Black  clearly  sees 
Fruit  as  a  ripe  opportu- 
nity. Last  August, 
when  Farley  needed 
money  to  make  an  inter- 
est payment,  Black 
bought  3.75  million 
shares,  a  6%  stake  in 
Fruit,  from  Farley  for 
$43  million.  Both  deal 
mavens  declined  inter- 
view requests  with 
BUSINESS  WEEK. 

Black's  agreement 
with  Farley  puts  him  in 
a  propitious  position. 
Farley  may  be  forced  to 
sell  shares  to  raise  the 
money  to  appease  Far- 
ley Inc.  bondholders — 
and  this  could  conceiv- 
ably permit  Black  to 
wrest  control  of  Fruit, 
49.5%  of  whose  voting 
control  is  now  in  public 
hands.  The  ex-Drexelite 
has  the  right  of  first  re- 
fusal on  any  Fruit  stock 
Farley  seeks  to  part 
with.  Further,  without  spending  a  pen- 
ny, Black  stands  to  watch  his  Fruit  hold- 
ings rise  to  10%  in  coming  months.  Rea- 
son: Farley  promised  to  buy  back 
Black's  Fruit  shares  for  $58  million  in 
June  or,  if  he  can't  make  that  date,  $72 
million  by  December.  Few  people  close 
to  the  deal  believe  Farley  will  be  able  to 
come  up  with  the  money  on  either  date. 
If  he  can't,  according  to  the  agreement, 
Farley  will  have  to  give  Black  2.5  million 
more  Fruit  shares,  which  Farley  put  up 
as  collateral  in  August. 

Another  irony  for  Farley  is  that  this 
crunch  is  coming  just  as  Fruit  is  hitting 
its  post-takeover  stride.  The  apparel 
maker's  earnings  per  share  in  1990  were 
up  8$,  to  $1.25.  Making  a  surprise  ap- 
pearance before  a  textile  analysts'  meet- 
ing at  historic  Fraunces  Tavern  Restau- 
rant in  New  York  in  January,  Farlev 
boasted  that  Fruit's  performance  will 
speed  the  day  when  it  will  pay  a  divi- 
dend. Fraunces  Tavern  is  where  George 
Washington  bade  farewell  to  his  faithful 
troops.  Farley  can  only  hope  that  he 
soon  doesn't  have  to  do  the  same  to  his 
beleaguered  empire. 

By  David  Greising  in  Chicago 
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DID  A  PARAGON  OF  THE  RIGHT 
DO  INVESTORS  WRONG? 


^x-congressman  George  Hansen  is  charged  in  a  Ponzi  scheme 


ro  Frank  J.  Murdoch,  an  unabashed 
disciple  of  right-wing  crusader 
George  Hansen,  it  was  an  offer  he 
ouldn't  refuse.  According  to  Murdoch, 
lansen,  a  former  Republican  congress- 
nan,  promised  the  Idaho  Falls  accoun- 
ant  a  whopping  5%-a-month  return  on 
lis  $7,000  stake.  The  money  would  be 
ised  to  invest  in  such  projects  by 
iansen's  super-patriotic  Free 
America  Foundation  as  minting 
ilver  George  Bush  commemora- 
ive  coins. 

The  credo  of  Hansen's  founda- 
ion  is  "Eternal  vigilance  is  the 
irice  of  liberty."  But  for  Murdoch, 
he  price  of  helping  Hansen  has 
ieen  eternal  regret.  On  Feb.  25, 
daho  securities  regulators 
harged  Hansen  with  defrauding 
/lurdoch  and  over  180  investors  of 
learly  $20  million.  The  case  ex- 
iosed  what  regulators  say  was  a 
ast-growing  investment  scheme 
hat  at  its  peak  last  fall  netted  $16 
nillion  in  one  month — and  that 
iusiness  week  has  learned  is  the 
arget  of  an  FBI  criminal  probe. 
Neither  Hansen,  who  admitted  vi- 
ilating  Idaho  security  laws,  nor 
lis  attorney  returned  phone  calls. 
5ut  investors  are  less  reticent.  "I 
.lways  liked  his  politics,"  says 
/lurdoch,  "but  it  seems  he  never 
»ut  it  together  financially." 
(lack  eye.  The  case  could  have 
epercussions  far  beyond  the 
lose-knit,  archconservative  Idaho 
owns  that  were  the  backbone  of 
Iansen's  political  and  financial 
upport.  In  Washington,  the  affair 
s  a  black  eye  for  conservative 
eaders,  including  lawmakers  who  lent 
heir  names  and  support  to  Hansen's 
auses.  One  was  Rep.  Robert  K.  Dornan 
R-Calif.),  who  joined  the  foundation's 
xeeutive  council.  He  says  he  recently 
esigned  after  learning  Hansen  was 
iverstating  his  involvement,  "making 
laims  about  me  that  weren't  true." 

If  the  Idaho  case  leads  to  criminal 
harges,  it  could  ring  down  the  curtain 
m  one  of  the  right's  most  colorful  fig- 
ires.  A  self-styled  populist  known  as 
'George  the  Dragon  Slayer"  who  served 
even  terms  in  the  House  until  his  de- 
eat  in  1984,  Hansen  was  a  persistent 
ritic  of  government  agencies,  especially 


the  Internal  Revenue  Service,  which  he 
accused  of  gestapo  tactics.  His  attacks 
struck  a  chord  among  Idaho's  radical 
antitax  and  survivalist  groups. 

Hansen  was  able  to  tap  this  ground- 
swell  of  support  for  his  ventures  even 
though  he  had  served  12  months  in  jail 
for  filing  false  financial  statements 


LEAVING  JAIL  IN  '87:  12  MONTHS  FOR  LYING  TO  CONGRESS 


with  the  House  of  Representatives.  He 
failed  to  disclose  his  family's  substan- 
tial dealings  with  erstwhile  Texas  billion- 
aire Nelson  Bunker  Hunt.  Since  his  re- 
lease in  October,  1987,  the  six-foot-six, 
60-year-old  Hansen  has  been  promoting 
a  raft  of  causes,  including  a  taxpayers' 
revolt  group  known  as  Victims  of  Gov- 


'I  always  liked  his  politics, 

but  it  seems  he  never 
put  it  together  financially' 


ernment  United  Everywhere,  or  VOGUE. 

To  underwrite  his  projects,  Hansen 
hawked  promissory  notes,  which  he 
called  "Liberty  Loans."  Although  he 
promised  investors  returns  ranging  from 
207'  annually  to  as  high  as  107'  a  month, 
he  was  usually  vague  about  the  nature 
of  the  business  ventures  that  would  gen- 
erate these  profits.  According  to  the 
state  charges,  he  often  gave  investors  a 
personal  guarantee  that  he  would  meet 
his  obligations.  Court  papers  indicate 
that,  in  classic  Ponzi  fashion,  he  funded 
interest  paid  out  to  current  noteholders 
by  selling  new  investors  Liberty  Loans. 

Idaho  regulators  say  that  Hansen 
kept  the  loan  program  operating  in  1990 
by  kiting  checks  between  Virginia  and 
Idaho  banks.  The  regulators  also  say 
Hansen  and  an  aide  regularly  rented  a 
plane  that  ferried  them  between 
the  Idaho  Falls  Bank  of  Com- 
merce and  other  institutions  in 
Idaho  and  Virginia.  Because  of 
the  lag  in  clearing  checks  written 
on  these  accounts,  Hansen  could 
inflate  the  balance  in  his  Bank  of 
Commerce  account,  according  to 
the  suit.  One  month,  he  deposited 
more  than  $16  million  into  his 
Bank  of  Commerce  account  while 
writing  more  than  $18  million  in 
checks,  regulators  charged. 
•live  and  learn.'  The  scheme  col- 
lapsed last  fall  when  regulators 
received  tips  about  Hansen's  cre- 
ative financing  arrangements. 
They  contacted  Hansen,  who 
agreed  to  pay  off  the  investors. 
The  state  gave  him  until  Nov.  1  to 
submit  a  repayment  schedule,  but 
he  unexpectedly  filed  for  bank- 
ruptcy protection  on  Oct.  31.  Reg- 
ulators say  there  are  no  indica- 
tions that  Hansen  personally 
profited  from  his  escapades.  He 
filed  for  bankruptcy  listing  assets 
of  $91,615.  That  is  dwarfed  by  his 
possible  $20  million  liability  to 
investors. 

If  Hansen  has  his  way,  say  as- 
sociates, Murdoch  and  other  inves- 
tors won't  be  left  in  the  lurch. 
Ever  willing  to  wrap  himself  in 
the  flag,  Hansen  launched  a  last-ditch 
effort  to  raise  money  by  running  TV 
spots  urging  viewers  to  phone  a  900 
number,  at  several  dollars  a  call,  to  reg- 
ister their  support  for  the  troops  in  the 
Persian  Gulf.  With  the  war  winding 
down,  that  now  seems  a  nonstarter.  His 
investors  doubt  they'll  ever  see  any  of 
their  money.  "We  trusted  him,"  says 
Idaho  Falls  small  businessman  Jerry 
Pasley,  in  a  tone  that  suggests  less  out- 
rage at  than  disappointment  in  a  fallen 
hero.  "You  live  and  learn."  So  have  Han- 
sen's other  admirers. 

By  Dean  Foust  with  Tim  Smart  in 
Washington 
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Your  personal  computer  networks  are  growing.  In  size,  in  number  and  in  importance  to  your  company. 

Downsizing-allocating  the  w  orkload  of  a  mini  or  mainframe  to  a  personal  computer  server-has  become  an 
attractive  way  of  making  information  processing  more  efficient.  In  cost.  And  in  resource  management. 

All  this  makes  the  choice  of  PC  servers  more  critical.  .All  the  more  reason  to  take  a  look  at  Compaq. 

At  Compaq,  we  approach  connected  computing  from  your  point  of  view.  Not  ours.  That's  why  all  our 
hardware  solutions  are  designed  to  meet 
your  needs.  For  optimized  performance. 
Seamless  compatibility.  Flexible  multi- 
vendor  solutions.  Unquestionable  relia- 
bility. .And  complete  technical  support. 

The  COMPAQ  SYSTEMPRO 
Family  of  PC  Systems  is  just  a  single 
powerful  example.  Since  its  introduction, 
it  has  literally  defined  a  new  class  of 
server  personal  computers. 

Inside,  it  offers  you  a  series  of 
unprecedented  innovations,  including 
the  power  to  use  multiple  Intel  486  and 
386  microprocessors.  A  512-Kbyte 

expansion  bus.  Drive  array  technology 
that  lets  multiple  users  access  data  simultaneously.  And  a  wide  range  of  data  security  features. 

It  also  expands  to  meet  the  needs  of  your  network  or  multiuser  system.  You  can  use  up  to  11  expansion 
slots,  store  up  to  4.28  gigabytes  of  data  and  add  up  to  256  megabytes  of  memory. 

.All  this  gives  the  COMPAQ  SYSTEMPRO  the  technical  muscle  to  excel  in  a  range  of  server  functions. 
From  resource  sharing  to  departmental  database  management  and  client-server  applications. 

The  COMPAQ  SYSTEMPRO  also  represents  a  price  performance  breakthrough  for  companies  that 
are  migrating  applications  from  their  minicomputer  or  mainframe  to  a  personal  computer  server. 


Serves 
right 


At  Compaq,  network  performance  also  means  delivering  the  highest  possible  levels  of  reliability  and 
compatibility.  We  ensure  this  through  exhaustive  compatibility  and  reliability  testing.  And  through  unique  part- 
nerships with  industry  leaders  like  Banyan,  Microsoft,  Novell  and  The  Santa  Cruz  Operation  (SCO). 

These  partnerships  allow  for  joint  product  development,  testing  and  support,  creating  solutions  that  are 
Dptimized  to  work  together  now  and  in  the  future.  So  your  company  can  work  together.  Faster.  And  better. 

Our  commitment  to  connected 
computing  hasn't  gone  unnoticed. 

Systems  Integration  magazine 
readers  named  Compaq  the  1990 
Hardware  Manufacturer  of  the  Year, 
awarding  the  COMPAQ  SYSTEMPRO 
winner  in  both  file  server  and  multiuser 
PC  categories.  PC  Magazine  also  gave 
it  top  marks  for  technical  excellence  in 
the  PC  category 

You'll  find  the  same  attention  to 
detail  in  the  COMPAQ  DESKPRO  486/33L 
and  COMPAQ  DESKPRO  386/33L  Personal 
Computers..  These  powerhouses  are  ideal 
servers  for  your  smaller  networks  or  for 
less  demanding  applications. 
To  see  which  COMPAQ  server  is  right  for  you,  call  your  Authorized  COMPAQ  Computer  Dealer.  Our  dealers 
are  trained  to  build  integrated  multivendor  solutions  using  the  best  connectivity  hardware  and  software.  And  since 
each  offers  different  levels  and  areas  of  expertise,  you  can  choose  the  one  that  best  fits  your  needs.  The  result: 
a  multivendor  solution  that  will  serve  you  right.  For  the  location  of  your  nearest  Authorized  COMPAQ  Computer 
Dealer,  call  1-800-231-0900,  Operator  142.  In  Canada,  1-800-263-5868,  Operator  142. 


COMPAQ. 


It  simply  works  better. 
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BY  GARY  WEISS 


BRITISH  STEEL:  RICH, 
DEBT-FREE,  AHD 
BUYING  AMERICAN 


As  investors  look  ahead  to  a  re- 
vival of  consumer  demand  and 
capital  spending,  they  have  bid 
up  the  shares  of  cyclical  stocks — chem- 
ical, auto,  and  steel  companies.  Is  it  too 
late  to  join  the  festivities?  Not  if 
you're  considering  a  deceptively 
unglamorous-looking  multinational 
steel  producer,  British  Steel. 

It's  the  largest  steel  company  in 
Britain,  where  it  was  under  the  wing 
of  the  government  until  its  privatiza- 
tion in  December,  1988.  In  1990,  its  Big 
Board-traded  American  Depositary  Re- 
ceipts (ADRs)  treaded  water  as  the  Brit- 
ish economy  slumbered.  Recently,  they 
have  accelerated  along  with  the  market 
surge — without  exactly  burning  rubber 
(chart).  Dullsville?  Not  in  the  view  of 
one  noted  value  investor,  Charles  Bran- 
des,  president  of  Brandes  Investment 
Management  in  San  Diego.  Brandes 
sees  slow-but-steady  British  Steel  as 
the  market's  most  tempting  stock  from 
a  value  perspective.  "The  company  has 
very,  very  low  debt,"  he  notes,  "and  a 
book  value  of  $37  a  share."  That's  $12 
above  its  current  price. 

British  Steel  has  an  enviable  fran- 
chise. In  Britain,  it  accounts  for  three- 
quarters  of  all  crude-steel  production, 
and  it's  the  second-largest  steel  produc- 
er in  Europe,  with  distribution  chan- 
nels in  17  countries  throughout  the 
Continent  and  Asia.  For  the  fiscal  year 
ending  Mar.  31,  analysts  expect  reve- 
nues approaching  $9.8  billion.  But  de- 
spite British  Steel's  formidable  size 
and  the  brisk  trading  of  its  ADRs  here, 
the  company  has  only  a  sparse  follow- 
ing on  Wall  Street. 

cash  hoard.  True,  weak  prices  and  re- 
duced demand  in  Britain  cut  into  sales 
and  earnings  over  the  past  year.  But 
few  steelmakers  are  in  stronger  finan- 
cial shape:  The  company  has  $1.7  bil- 
lion in  cash.  Indeed,  British  Steel  has 
deployed  some  of  that  cash  hoard  into 
American  steel  ventures.  It  recently 
agreed  to  acquire  Alabama's  Tuscaloo- 
sa Steel,  and  in  January  it  announced 
the  signing  of  a  letter  of  intent  with 
Bethlehem  Steel.  British  Steel  is  ex- 
ploring a  joint  venture  with  Bethlehem 
to  produce  and  market  structural  and 
rail  products.  The  company  has  also 
purchased  a  45%  stake  in  Spain's  Aris- 
train  Group  and  is  well-positioned  to 
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engage  in  similar  ventures  worldwide. 

Brandes  expects  British  Steel's  earn- 
ings to  weigh  in  at  $2.75  a  share  in  the 
soon-to-end  fiscal  year,  vs.  $3.53  a  year 
ago  (adjusted  for  U.  S.  accounting  prin- 
ciples). Despite  the  decline,  Brandes  is 
buying  the  stock  on  the  theory  that  the 
market  will  begin  to  recognize  the  ben- 
efit the  company  will  soon  reap  from 
improved  worldwide  steel  demand  and 
a  mending  British  economy. 

Britain  has  been  in  a  recession  long- 
er than  the  U.  S.  has  and  might  well 
emerge  from  it  sooner,  he  notes.  Mean- 
while, investors  can  enjoy  a  high  and 
easily  sustainable  dividend  yield  of 
8V2%.  So  even  if  British  Steel  doesn't 
generate  the  heat  of  a  blast  furnace,  it 
should  continue  to  warm  investors' 
hearts. 


MOTOROLA  IS  DOING 
THE  RIGHT  THING 


One  chronic  complaint  about 
U.  S.  manufacturers  is  that 
they  spend  too  much  time  wor- 
rying about  quarterly  earnings  and  not 
enough  on  research  and  development. 
Well,  you  can't  say  that  about  Motor- 
ola. It  spent  heavily  on  R&D  for  cellu- 
lar-communications equipment  in  the 
fourth  quarter  of  1990,  even  as  de- 
mand turned  sour.  But  Wall  Street 
didn't  applaud.  When  the  first  inkling 
surfaced  that  earnings  would  come  in 
below  expectations,  the  stock  plunged. 
It  ended  the  year  at  52 — down  40% 
from  its  midyear  high  of  87  V2 . 

Now,  the  stock  has  climbed  above 
60,  and  some  savvy  high-tech  watchers 
believe  it  has  only  begun  to  move. 
"Motorola  will  be  one  of  the  great 


growth  stories  of  the  1990s,"  says  An- 
drew Kessler,  who  follows  high-tech 
stocks  for  Morgan  Stanley.  "It's  going 
to  get  a  nice  piece  of  the  communica- 
tions pie." 

The  company  is  a  pioneer  in  a  num- 
ber of  cutting-edge  innovations,  includ- 
ing its  CT-2  limited-range  phone  sys- 
tem and  a  satellite-based  phone  system 
that's  under  development.  Motorola  is 
also  a  major  manufacturer  of  semicon- 
ductors. With  capital  spending  on  an 
uptrend,  demand  for  computer  chips 
should  rise. 

As  Motorola's  innovations  begin  to 
bear  fruit  on  the  bottom  line,  Kessler 
sees  1991  earnings  reaching  $4.25  a 
share,  vs.  $3.80  in  1990.  He  thinks  earn- 
ings should  advance  at  a  pace  of  16% 
to  18%  a  year — with  the  share  price 
hitting  $75  to  $80  over  the  next  12  to  18 
months. 


A  BETTER 
BREAST  IMPLANT 


In  the  biotechnology  sector,  small 
niche  companies  are  the  norm.  And 
they  don't  get  much  smaller  or 
more  specialized  than  Bioplasty.  This 
19-year-old  manufacturer,  which  is 
based  in  St.  Paul,  Minn.,  specializes  in 
plastic-surgery  products.  One  of  them 
is  an  improved  breast  implant  called 
Misti  Gold.  The  product  has  a  major 
advantage  over  other  implants  because 
it  doesn't  obstruct  X-rays.  That  makes 
it  easier  for  doctors  to  diagnose  tumors 
that  may  be  growing  behind  them. 
About  150,000  women  have  breast  im- 
plants each  year,  with  a  large  and 
growing  number  doing  so  after  mas- 
tectomies. And  the  number  of  breast- 
implant  operations  is  increasing  at  the 
rate  of  15%  a  year,  notes  veteran 
small-cap  stock-picker  David  Alger,  the 
manager  of  the  Alger  Small-Capitaliza- 
tion Portfolio  mutual  fund.  The  new 
implant,  approved  by  the  Food  &  Drug 
Administration  in  October,  has  a  good 
chance  of  snaring  a  generous  share  of 
this  market.  Bioplasty  also  has  high 
hopes  for  another  biotech  product — an 
injectable  substance  that  combats  uri- 
nary incontinence. 

Bioplasty's  shares  aren't  cheap. 
They're  trading  around  12,  or  32  times 
projected  earnings  of  38$  a  share  for 
the  fiscal  year  ending  July  31.  But  Al- 
ger thinks  1992  earnings  should  top  $1 
a  share.  Assuming  a  p-e  of  25,  such 
earnings  would  mean  the  stock  should 
double.  That's  the  kind  of  rags-to- 
riches  story  another  Alger — Horatio — 
would  have  loved. 


90  BUSINESS  WEEK/MARCH  11.  1991 


FINANC 


mmw 


r 


How  to  close 
an  eight-person  deal 


AT&T  Teleconference  I 
Services 

1800225-0233 


with  a  single  call. 


AT&T  Teleconference  Services  let  you 
connect  any  number  of  key  players  just 
by  dialing  1800  225-0233. 

When  turning  a  deal  into  a  done  deal 
takes  input  from  three  people  or  more, 
AT&T  Teleconference  Services  can  save  you 
precious  time. 

It's  a  simple  matter  of  dialing  toll-free 
1 800  225-0233.  After  that,you  can  leave  it 
to  an  AT&T  conference  specialist  to  set  up 
an  on-the-spot  or  reserved  phone  meeting 
with  a  whole  Rolodexful  of  people,  if  that's 
what  you  need. 


You  can  even  get  viewpoints  from  people 
overseas.  And  whether  you're  in  your  office,  a 
hotel  or  a  phone  booth, you  always  have  the 
option  of  charging  your  conference  calls  to 
your  AT&T  Calling  Card. 

So  the  next  time  you're  dealing  with  a  lot 
of  players,  deal  us  in,  too.  We'll  help  take  the 
legwork  out  of  getting  to  the  handshake  stage. 

Productivity.  Another  AT&T  advantage. 

To  make  your  AT&T  Teleconference 
call  or  for  additional  information,  just  call 
1800  225-0233. 


AT&T 

The  right  choic* 


©  1991  AT&T  Rolodex  brand  Is  a  registered  trademark  of  INSLCO 
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Maybe  you've  drawn  the  conclusion  that  there's  only 
one  choice  for  office  typewriters... 


think  again. 


Think  Canon.  Our  sturdy  and  reliable  new  Canon  AP800-ID  Custom  Series  typewriters 
are  the  only  ones  with  ACCUBEAM  A  time-saving  beam  of  light  pinpointing  a  loca- 
tion on  a  page  for  easy  corrections  and  perfect  forms  every  time. 

And  the  Canon  Custom  Series  AP  850- III  model  includes  a  9-inch  CRT  display  with 
a  new  memorandum  feature.  An  indispensable  tool  for  on-screen  reminders  of  proj- 
ects, events  and  schedules. 

Also,  we  offer  over  700  fully  trained  dealers  nationwide. 

So  before  you  choose  a  business  typewriter,  talk  to  your  Canon  dealer  and  get  the 
complete  picture.  For  more  information,  call  1-800-OK-CANON.  Then  draw  your 
own  conclusions. 
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evelopments  to  Watc 


DITED  BY  NAOMI  FREUNDLICH 

ORGET  'STRONG  AS  STEEL.' 
IERE  COMES  SPIDER  SILK 


Someday,  the  fibers 
that  a  spider  uses  to 
spin  its  web  could  find 
their  way  into  a  sol- 
dier's flak  vest.  Accord- 
ing to  Christopher 
Viney,  an  assistant  pro- 
fessor of  bioengineering 
at  the  University  of 
Washington  in  Seattle, 
spider  silk  is  stronger 
than  steel  and  10  times 
tougher  than  any  other 
material.  If  researchers 
could  synthesize  spider 
lk,  it  could  help  fashion  suspension  bridges  or  flak  helmets. 
Viney's  goal  is  to  duplicate  the  spider's  silkmaking  process 
ir  industrial  use.  Spiders  make  silk  from  a  protein  solution 
ssolved  in  water  inside  their  bodies.  So  far,  the  gene  for  the 
•otein  has  been  isolated  and  spliced  into  bacteria  that  churn 
it  vats  of  the  stuff.  But  humans  must  use  caustic  chemicals 
id  high  temperatures  to  spin  their  silk.  And  the  resulting 
bers  are  still  weaker  than  natural  silk.  Viney  recently  found 
le  key  to  silk's  strength:  The  protein  solution  temporarily 
?comes  a  liquid  crystal  after  it  is  secreted  by  spiders.  Still,  he 
tys,  it  could  take  five  years  to  match  nature's  best  weavers. 


HIS  CHIP  CAN  MAKE  ALMOST 
iNYTHING  TALK 


Computers  throb  to  a  digital  beat.  People,  though,  live  in  an 
analog  world:  The  sights  and  sounds  we  sense  are  continu- 
js  signals,  not  discrete  pulses.  Computers  can  process  images 
■  sounds,  but  first  these  wavelike  signals  must  be  digitized, 
hat  takes  extra  circuits,  and  lots  more  storage  space. 
Enter  Information  Storage  Devices  Inc.,  a  four-year-old 
artup  in  San  Jose,  Calif.  ISD  has  just  unveiled  the  first 
emory  chip  that  stores  analog  data.  That  eliminates  the 
(tra  electronics  to  convert  it  into  digital  form:  Hook,  up  a 
ittery,  microphone,  and  speaker  directly  to  a  chip  and  you 
ive  an  ultraminiature  sound  recorder.  Each  $20  chip  now 
aids  20  seconds  of  sound — and  will  preserve  it  for  10  years  or 
t  you  re-record  it  more  than  100,000  times.  A  version  that 
;ores  up  to  a  minute  of  sound  will  be  out  later  this  year,  and 
"ices  will  drop  rapidly,  the  company  says.  Since  the  chips  can 
s  easily  and  cheaply  added  to  common  electronic  products, 
D  predicts  a  proliferation  of  talking  or  recording  devices, 
■om  cellular  phones  that  record  messages  to  talking  toys. 


OMPUTER  EXECS 

0  UNCLE  SAM:  'HELP!' 


Computer  companies  in  the  U.  S.  are  so  competitive  that 
they  usually  won't  give  each  other  the  time  of  day.  But 
iced  with  a  foreign  threat,  CEOs  of  11  top  companies — from 
pple  Computer  Inc.  to  Unisys  Corp. — got  together  in  the  fall 
f  1989  to  plot  a  defense.  Their  first  report,  in  July  1990, 
arned  that  the  U.  S.  was  sliding  in  all  the  major  technologies 
lat  are  crucial  to  world  leadership  in  computers. 
Now,  the  computer  makers  are  telling  Washington  what 


should  be  done  to  halt  this  decline.  In  a  two-part  report,  issued 
on  Feb.  26,  the  CEOs  argue  that  the  government  doesn't  know 
how  its  investment  of  some  $70  billion  in  research  and  develop- 
ment is  being  spent — and  that  critical  areas,  such  as  computer 
technology,  are  getting  short  shrift.  That's  why  the  group 
wants  more  industry  input  in  the  federal  budget  process, 
increased  spending  on  high-performance  computing,  and  a  re- 
direction of  the  national  laboratories  from  designing  bombs  to 
perfecting  chips  and  software.  "There's  no  magic  pill,"  says 
Marshall  C.  Phelps  Jr.,  director  of  government  programs  at 
IBM.  "But  if  the  public  and  private  sector  can  identify  the  right 
projects  to  work  on,  we'd  all  be  better  off." 


MAKING  METAL 

WITHOUT  MAKING  AN  AWFUL  MESS 


Producing  metal  is  a  dirty  business.  Noxious  sulfur,  chlo- 
rine, or  carbon  gases  spew  from  metalmaking  furnaces. 
The  air  pollution  comes  from  the  way  the  metal  is  extracted: 
Ironmaking  consumes  a  ton  of  carbon  per  ton  of  metal.  And 
titanium  is  extracted  using  chloride  salts  and  another  metal, 
manganese.  Now,  a  Massachusetts  Institute  of  Technology 
researcher  has  a  process  to  yield  high-quality  metals,  with  just 
oxygen  as  its  chief  byproduct. 

The  idea,  called  pyroelectrolysis,  superheats  the  metal  ores 
at  temperatures  as  high  as  1.700C.  The  heat  shatters  the 
chemical  bonds  without  the  use  of  sulfur  or  chloride  salts.  The 
new  process  also  saves  nearly  two-thirds  of  the  energy  con- 
sumed during  titanium  processing,  says  Donald  R.  Sadoway, 
MIT  materials  science  professor. 

While  he  is  optimistic  about  the  new  approach,  Sadoway 
concedes  that  some  hurdles  remain.  For  one  thing,  carbon  is 
still  a  key  component  of  the  electrodes  used  to  heat  some  ores. 
He's  hopeful  that  an  advanced  ceramic  will  be  found  to  replace 
it.  Faradaics  Inc.,  a  venture-capital  backed  company,  has  al- 
ready been  formed  to  raise  financing  for  Sadoway's  research. 


THE  FIRE  DOWN  BELOW 
MAY  SOON  PRODUCE  POWER 


For  20  years,  Los  Ala- 
mos National  Lab- 
oratory researchers 
have  wanted  to  tap  the 
Earth's  heat.  Known  as 
"hot  dry  rock"  heat  min- 
ing, the  strategy  in- 
volves drilling  two 
holes,  forging  a  connec- 
tion between  them  thou- 
sands of  feet  deep  in 
the  earth,  then  pumping 
water  down  one  hole. 
Water  coming  back  up 
the  other  hole  should  be 
hot  enough  to  generate  large  amounts  of  electricity.  The 
scheme  avoids  the  pitfalls  of  other  geothermal  plants,  which 
use  limited  or  caustic  underground  water  reserves. 

In  mid-February,  the  California  Energy  Commission  handed 
Los  Alamos  its  first  contract,  for  $230,000,  to  test  the  idea  in  a 
region  of  hot  underground  rocks  near  Clearlake,  Calif.  The 
goal  is  to  have  a  commercial-size  plant  operating  in  Clearlake 
by  the  end  of  the  decade.  The  study  will  help  answer  two  big 
questions:  Whether  enough  water  will  travel  back  to  the  sur- 
face, instead  of  leaking  away  underground,  and  whether  the 
water  will  be  hot  enough  to  generate  sufficient  power. 
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BIOTECHNOLOGY  I 


CAN  AMGEN  FOLLOW 
ITS  OWN  TOUGH  ACT? 


The  biotech  star's  new  drug  is  a  doozy,  but  there  aren't  enough  products  in  the  wings 


For  years,  Amgen  Inc.  wallowed  in 
anonymity,  one  of  dozens  of  bio- 
technology startups  laboring  in  the 
shadows  of  the  fledgling  industry's  Big 
Four.  Early  on.  superstar  Genentech  had 
cloned  all  the  impressive  genes,  Biogen 
and  Cetus  boasted  rosters  of  eminent 
international  scientists,  and  Genex  had 
won  coveted  contracts  to  manufacture 
NutraSweet  for  G.  D.  Searle  &  Co.  Near- 
ly all  of  them  seemed  to  have  a  better 
chance  than  Amgen  to 
grow  into  huge,  indepen- 
dent drug  machines. 

But  today,  it  is  Amgen 
that  has  emerged  as  the 
world's  premier  indepen- 
dent biotech  company. 
Following  the  Food  & 
Drug  Administration's 
approval  on  Feb.  21  of  its 
second  gene-spliced  drug, 
which  stimulates  the  pro- 
duction of  white  blood 
cells  to  fight  the  infec- 
tions that  often  accompa- 
ny chemotherapy.  Anti- 
gen's stock  surged  to  an 
all-time  high  of  105%. 
That  gave  the  company  a 
market  value  of  more 
than  $4.5  billion,  507' 
above  that  of  its  nearest 
rival,  Genentech  Inc., 
which  last  year  became  a 
unit  of  Swiss  drug  giant 
Roche  Holdings  Ltd. 
protein  rush.  Amgen's 
operations  are  already 
more  profitable  than 
Genentech's,  and  ana- 
lysts expect  the  Thou- 
sand Oaks  (Calif.)  company  to  earn  S20 
million  on  revenues  of  $350  million  for 
the  fiscal  year  ending  Mar.  30.  That  will 
nearly  all  be  from  .-ales  of  its  first  prod- 
uct, anemia-fighter  Epogen,  which  was 
launched  20  months  ago.  Next  year, 
sales  of  the  new  drug,  Neupogen,  could 
reach  $200  million,  nudging  Amgen  over 
the  $500  million  mark  and  ahead  of  Gen- 
entech in  sales.  "Genentech  was  always 
the  darling,"  says  James  L.  Vincent, 
chairman  of  Biogen  Inc  in  Cambridge, 
Mass.  "But  when  vou  as:-  ".ho  has  done 


the  best  job  in  building  a  long-lasting 
success.  Amgen  takes  the  award." 

Now  comes  the  hard  part:  sustaining 
its  growth.  The  trick  is  to  build  a 
large  enough  revenue  base  to  fund  the 
$100  million  and  up  in  research  and  de- 
velopment it  takes  to  bring  each  new 
drug  to  market.  The  problem,  Amgen 
executives  concede,  is  that  they  don't 
have  enough  promising  new  products  al- 
ready in  the  pipeline  to  propel  the 


CEO  BINDER  SAYS  AMGEN  CAN  BE  A  $  1  BILLION  COMPANY  WITHIN  FIVE  YEARS 


company  ahead  during  the  late  1990s. 

Still,  that  doesn't  keep  them  from 
basking  in  some  momentary  glory.  Am- 
gen's two  winners  are  genetically  engi- 
neered copies  of  naturally  occurring  pro- 
teins that  induce  the  bone  marrow  to 
produce  more  blood  cells.  Erythropoie- 
tin, or  EPO,  which  is  Epogen's  technical 
name,  is  used  instead  of  the  blood  trans- 
fusions often  needed  by  kidney  dialysis 
patients.  The  FDA  granted  EPO  monopoly 
status  for  dialysis  under  the  Orphan 
Drug  bill,  a  law  that  guarantees  compa- 


nies exclusivity7  in  small  drug  markets.  | 
So,  Amgen  treats  more  than  90cc  of  the 
estimated  90,000  eligible  patients. 

Neupogen  will  have  broader  appeal. 
Formally  called  G-CSF,  for  granulocyte! 
colony  stimulating  factor,  it  stimulates] 
the  production  of  certain  infection-fight- 
ing white  blood  cells,  called  neutrophils, 
to  replace  those  killed  by  chemotherapy. 
Analyst  Denise  M.  Gilbert  of  County 
Nat  West  Securities  USA,  a  London-based 
brokerage,  estimates  that 
annual  sales  for  Neupo- 
gen and  similar  drugs 
could  reach  $750  million  | 
in  the  next  two  years. 
Amgen  will  compete  with 
a  drug  called  Leukine, 
for  which  Seattle-based 
Immunex  Corp.  is  soon 
expected  to  win  FDA  ap- 
proval. But  the  go-ahead 
will  only  be  for  use  with 
bone-marrow  transplants, 
a  narrow  market.  So, 
says  Gilbert,  Neupogen 
will  be  "enough  to  sus-| 
tain  Amgen's  growth  un- 
til the  mid-1990s." 

TIGHT  TARGETS.  That  will 

be  especially  true  if  Am- 
gen can  give  the  drug  | 
new  uses.  "Each  will 
have  the  same  effect  on 
sales  as  a  new  product," 
says  Amgen  Chairman 
Gordon  M.  Binder.  For  in- 
stance, the  company  has 
started  trials  of  G-CSF  for 
burn  cases,  where  pa- 
tients have  a  normal  level 
of  neutrophils  but  are  in 
danger  of  getting  a  bacterial  infection. 
Amgen  will  also  explore  whether  Neupo- 
gen can  help  patients  after  they  have 
contracted  infections  such  as  pneumonia. 

Serendipity  generally  plays  a  big  role 
in  drug  discovery,  but  Amgen's  success  1 
is  no  accident.  Originally  called  Applied 
Molecular  Genetics,  the  company  was 
founded  11  years  ago  by  scientists  and 
venture  capitalists  who  put  at  the  helm 
George  B.  Rathmann.  a  business-minded 
scientist  who  ran  R&D  with  strict  timeta- 
bles and  goals.  While  some  biotech  com- 
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janies  spent  millions  to  iden- 
ify  and  develop  many  new 
:ompounds,  sometimes  with 
ittle  regard  for  their  market 
btential,  Rathmann  targeted 
ust  a  few. 

Rathmann  also  raised 
mough  early  funding  so  that 
Vmgen  wouldn't  have  to  li- 
:ense  off  its  best  discoveries 
o  keep  going.  And  he  invest- 
;d  early  and  heavily  in  manu- 
acturing  and  marketing,  bet- 
ing the  company  on  a  S20 
nillion  factory  three  years 
>efore  EPO  was  approved  so 
is  to  be  able  to  launch  it 
[uickly.  "Amgen  demonstrat- 
sd  that  it's  not  how  many 
Irugs  you  come  up  with  that 
ounts,  but  how  many  you 
jet  through  clinical  trials, 
he  FDA,  and  onto  the  mar- 
;et,"  says  Michael  Gordon, 
nanager  of  Fidelity  Select 
biotechnology  Fund,  a  big  in- 
restor  in  Amgen. 

Rathmann  signed  on  al- 
nost  by  accident.  In  1980, 
vhile  vice-president  of  R&D  at 
Abbott  Labs,  he  was  plan- 
ling  a  sabbatical  to  study 
nolecular  genetics  in  the  lab 
if  molecular  biologist  Win- 
ton  Salser  at  the  University 
if  California  at  Los  Angeles, 
salser,  it  turned  out,  was  lin- 
ng  up  scientists  for  Amgen's 
icientific  advisory  board,  and 
le  recruited  Rathmann  as 
:hief  executive.  Right  off  the 
>at,  Rathmann  raised  $19 
nillion,  the  largest  first-round  financing 
'or  any  biotech  venture  until  last  year, 
vhen  he  retired  as  chairman  to  raise  $33 
nillion  at  ICOS,  another  startup.  The  Am- 
jen  investors  were  amply  rewarded:  On 
reb.  6,  Abbott  cashed  out  its  $5  million 
nvestment  for  $210  million,  a  4oc'  com- 
jound  annual  growth  rate  over  10  years. 
l&J  JINX.  Such  results  weren't  produced 
vithout  struggle,  though.  During  the 
'irst  three  years,  with  no  products  in 
sight,  the  kitty  grew  perilously  low  and 
liscouragement  set  in.  Binder,  then 
:hief  financial  officer,  estimated  that 
^mgen  would  be  broke  by  September, 
.983.  In  search  of  investors,  Rathmann 
ipproached  a  score  of  Japanese  compa- 
lies,  scoured  Europe,  and  tried  to  inter- 
;st  the  big  U.  S.  aerospace  and  engineer- 
ng  companies  that  had  put  money  in 
)ther  biotech  ventures.  Every  major 
Irugmaker  turned  him  down,  even  John- 
ion  &  Johnson,  which  later  bought  some 
narketing  rights  for  EPO.  Amgen's  pre- 
station fell  on  the  second  day  of  the 
IVlenol  disaster,  which  killed  seven  peo- 
)le.  Recalls  Rathmann:  "The  executives 
ust  sat  there  glassy-eyed."  Reluctantly, 


Amgen  readied  a  public  offering.  On 
June  17,  1983,  it  raised  $41  million  by 
selling  2.3  million  shares  at  18.  The  stock 
price  didn't  see  18  again  for  three  years. 

In  the  meantime,  though,  big  things 
were  happening.  In  October,  1983,  Am- 
gen scientist  Fu-Kuen  Lin  cloned  EPO. 
perhaps  the  first  time  any  company  Inn 
Genentech  had  cloned  a  human  protein. 
Sweeter  still,  both  Genentech  and  Bio- 
gen  had  abandoned  the  search  for  EPO. 
"Suddenly,  we  felt  there  was  no  problem 
we  couldn't  solve."  says  Philip  J.  Whit- 
come,  former  director  of  strategic  plan- 
ning at  Amgen  and  now  president  of 
Neurogen  Corp.,  a  Branford  (Conn.)  neu- 
robiology startup.  Just  as  suddenly, 
partners  appeared.  One  of  the  first  was 


Binder  must  find  a  way  to 
finance  development  while 
meeting  his  goal  of  keeping 

the  company  independent 


Japan's  Kirin  Brewery  Co., 
which  sketched  out  a  joint 
venture  with  Amgen  over  an 
April  weekend  in  1984. 

Kirin  ran  the  animal  tests 
on  EPO.  And  it  made  a  critical 
contribution  to  Amgen's 
manufacturing  technology, 
which  uses  so-called  roller 
bottles  to  swish  nutrients 
over  the  living,  gene-spliced 
cells  that  produce  the  pro- 
teins for  the  drug.  Experts 
had  contended  that  Amgen 
would  never  be  able  to  scale 
up  roller  bottles  into  a  pro- 
duction technology.  But,  says 
Rathmann,  "Kirin  knows  bot- 
tles." It  came  up  with  an 
automated  roller-bottle  han- 
dling machine.  For  a  $12  mil- 
lion initial  investment,  it  end- 
ed up  with  50rf  of  the  joint 
venture  that  receives  world- 
wide royalties  on  EPO  sales. 
The  collaboration  has  contin- 
ued: Kirin-Amgen  Inc.  also 
owns  the  patents  for  G-CSF. 
r&d  pinch.  Other  Amgen 
deals  haven't  gone  as 
smoothly.  In  1989,  it  was 
sued  by  J&J's  Ortho  Pharma- 
ceutical Corp.,  the  U.  S.  mar- 
keting partner  for  EPO,  over 
allegations  that  Amgen 
wasn't  helping  to  get  FDA  ap- 
proval for  nondialysis  uses. 
The  case  is  in  arbitration, 
and  once  it  is  decided,  ana- 
lysts expect  the  damages 
owed  by  both  sides  to  offset 
each  other. 
Amgen  also  is  embroiled  in  a  patent- 
infringement  dispute  over  EPO  with  Ge- 
netics Institute  Inc.  In  the  worst-case 
scenario,  Amgen  could  lose  its  exclusive 
patent  and  face  competition  from  GI  in 
the  dialysis  market.  But  it  would 
likely  end  up  with  royalty-free  cross 
licenses,  so  "there  would  be  no  dollar 
impact,"  concludes  County  NatWest's 
Gilbert. 

Amgen's  far  more  pressing  dilemma 
is:  What  next?  While  the  company  con- 
centrated its  resources  on  back-to-back 
blockbusters,  many  observers  think  that 
other  R&D  got  short  shrift.  '"Amgen  is 
now  living  on  George  Rathmann's  lega- 
cy: two  wonderful  products,"  says  Gen- 
entech President  G.  Kirk  Raab.  "Unlike 
Genentech,  it  does  not  have  a  lot  of 
products  behind  those  two." 

Even  Amgen  executives  are  hard- 
pressed  to  point  to  major  new  products 
for  the  last  half  of  the  '90s.  Amgen  is 
working  on  tissue-growth  factors,  which 
could  speed  up  healing  of  bedsores  and 
wounds.  But  neither  Amgen  nor  Chiron 
Corp..  which  is  looking  into  the  same 
class  of  drugs,  can  yet  show  dramatic 
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^ains  in  clinical  trials.  Amgen  also  hopes 
to  start  trials  this  year  on  a  "stem-cell 
factor"  protein  that  treats  bone  marrow 
damaged  by  radiation  or  chemotherapy. 
It  would  be  similar  to  Neupogen,  but 
stimulate  production  of  a  broader  array 
of  blood  cells. 

To  fill  its  pipeline,  Amgen  is  licensing 
products  from  smaller  biotech 
companies.  Last  September,  it 
agreed  to  invest  $26  million  in  Re- 
generon  Pharmaceuticals  Inc.,  a 
neurobiology  startup  in  Tarry- 
town,  N.  Y.,  in  part  to  fund  R&D 
on  two  nerve-growth  factors, 
chemicals  that  influence  the 
growth  of  brain  cells.  The  two 
companies  set  up  a  joint  venture 
to  develop  any  resulting  drugs, 
which  might  help  treat  such  disor- 
ders as  Alzheimer's  and  Parkin- 
son's diseases. 

few  obstacles.  But  products 
from  that  collaboration  are  at  least  a 
decade  away.  In  the  meantime,  Binder 
must  find  a  way  to  finance  development 
work  while  still  meeting  his  goal  of 
keeping  Amgen  independent.  "We  aren't 
looking  to  sell  to  a  big  pharmaceutical 
company,"  he  says.  "We  have  to  be  one 
of  them."  One  problem  is  that  he  must 


achieve  this  without  Rathmann,  who 
built  and  motivated,  Amgen's  research 
team  and  focused  the  company  on  its 
early  targets.  He  must  also  do  it  without 
Harry  F.  Hixson  Jr.,  the  veteran  Abbott 
general  manager  who  matched  Amgen's 
drug  development  to  market  needs.  Hix- 
son abruptly  resigned  as  president  on 


Feb.  8.  He  had  hoped  to  run  the  compa- 
ny but  was  passed  over  when  Binder 
was  made  CEO  in  October,  1988.  Critics 
think  Amgen  will  need  to  import  top  tal- 
ent from  other  drug  companies  if  it  is  to 
become  a  major  player  in  the  industry. 

Nevertheless,  with  two  star  products 
on  the  market,  Binder,  a  former  Ford 


Motor  Co.  financial  manager,  sees  few 
obstacles  that  Amgen  can't  overcome.  In 
fact,  he  figures  that  it  can  easily  be  a  $1 
billion  company  within  five  years.  To 
help  reach  that  goal,  he  is  tripling  capi- 
tal spending  this  year,  to  $210  million, 
and  expanding  R&D  to  keep  spending  at 
26%  of  annual  revenues.  Binder  also  ex- 
pects to  keep  making  investments 
in  other  small  companies,  with  a 
total  of  $90  million  earmarked  for 
that  purpose  over  the  next  four 
years. 

Amgen  is  trying  to  buck  some 
long  odds.  Since  World  War  II, 
only  one  major  drug  company, 
Syntex  Lab  Inc.,  has  eluded  suit- 
ors. Genentech  was  forced  to 
seek  a  merger  with  Roche  be- 
cause its  clot-busting  drug,  tpa, 
didn't  live  up  to  expectations,  so  it 
couldn't  afford  to  bring  to  market 
the  drugs  it  had  in  development. 
Huge  drug-development  costs  have  even 
forced  companies  with  revenues  of  $5 
billion  and  up  into  mergers.  It  could  turn 
out  that  winning  the  title  of  biotech's 
No.  1  independent  was  far  easier  than  it 
will  be  to  keep  it. 

By  Larry  Armstrong  in  Thousand  Oaks, 
Calif. 
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K If  your  company  is  not  growing  globally  in  the  '90% 
it  may  not  grow  at  all!**  KRight!  But  where  do  growing 
companies  find  International  trading  partners?** 


Introducin 


Global  Business  Links 


Finally,  a.  service  that  will  provide  your  company  with 
the  marketing  tools  necessary  to  find  partners  who- 
ironically- are  trying  to  find  you!  Using  a  combination 
of  print  advertising,  on-line  information  listings,  and  a 
unique  partnering  database.  Global  Business  Links  will 
bring  you  together. 

How  Global  Business  Links  Works 


FOCUSED  PRINT  ADVERTISING 


Your  company's  advertisement  in  a  GBL  page  inserted 
in  BUSINESS  WEEK'S  International  edition  read  by  over 
110,000  management  subscribers  in  Europe,  Asia,  Africa 
and  Latin  America. 


COMPUTER  NETWORKING 


•  Your  company's  product  and  services  on-line  for  one  full 
year  in  COUNTERPART,  an  international  database  service 
with  over  a  quarter  million  over-seas  companies.  These 
subscriber  companies  constantly  use  this  global  network  to 
obtain  specific  trade  leads  and  trading  partner  information. 
Finding  partners  or  selling  products  internationally  doesn't 
have  to  be  expensive  to  be  effective.  GBL's  combination  of 
print  and  on-line  access  provides  the  impact  of  BUSINESS 
WEEK  INTERNATIONAL  and  the  longevity  of  COUNTERPART- 
24  hours  a  day,  everyday- at  a  price  you  can  afford. 
If  your  company  is  looking  for  international  partners,  global 
distribution,  buyers  for  your  goods  and  services,  opportunities 
for  real  estate  investment,  think  of  Global  Business  Links  as  your 
international  marketing  partner. 

What  To  Do  Next 

Call,  write  or  fax  for  issue  dates  and  prices: 

GLOBAL  BUSINESS  ILNKS/ISDC 

7609  Standish  Place,  Suite  100 
Rockville,  Maryland  20855 
Tel:  1-800-888-4732 
Fax:  1-301-309-2358 


Global  Business  Links  will  provide  customized  services  including 
software  development,  private  consulting  and  market  studies. 
Distribution  and  licensing  arrangements  available  worldwide. 
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SOFTWARE  SPECIAL  REPORT 


CAN  THE  U.S.  STAY 
AHEAD  IN  SOFTWARE? 

AMERICA  STILL  DOMINATES  THE  MARKET,  BUT  FOREIGN  RIVALS  THREATEN 


■  n  early  19S2.  Philippe  Kahn  was  liv- 
I  ing  on  the  French  Riviera,  teaching 
H  mathematics  by  day  and  playing  jazz 
saxophone  by  night.  But  a  new  passion 
was  beginning  to  take  over  his  life:  the 
Apple  II  computer.  He  began  spending 
hours  creating  programs  for  it  and  soon 
was  hectoring  his  American-born  saxo- 
phone teacher  to  translate  articles  from 
U.  S.  computer  magazines.  After  months 
of  watching  Kahn's  obsession  grow,  the 
teacher  said:  "People  like  you  don't  live 
here.  They  live  in  California."  By  sum- 
mer. Kahn  had  arrived  in  Silicon  Val- 
ley— with  his  Apple  and  his  sax — and 
was  planning  his  own  software 
startup.  Borland  International 
Inc.  "You  have  to  be  where 
the  action  is,"  he  savs. 


6% 

$6.6  BILLION 

Other  countries  in  Europe 
and  Asia  together  supply 
6  ° c  of  the  world's 
software.  India  is  o  low- 
cost  programming  site. 
Asian  governments  help 
fund  startups 


It  was  true  then  and  is  still  true  to- 
day: When  it  comes  to  computer  soft- 
ware, the  U.  S.  is  unquestionably  where 
the  action  is.  While  the  U.  S.  has  seen  its 
lead  in  microchips,  consumer  electronics, 
and  many  kinds  of  computer  hardware 
slip  away,  it  has  maintained  a  huge  ad- 
vantage in  software.  American  compa- 
nies command  nearly  60^  of  the  world's 
Si  10  billion  market  for  software  and  re- 
lated services,  according  to  International 
Data  Corp.  All  told,  more  than  1.2  mil- 
lion programmers  and  software  engi- 
neers work  in  the  U.  S.?  plus 
nearly  200.000 
more  people 
employed  in 


related  jobs  at  thousands  of  software} 
companies,  according  to  the  U.  S.  La-j 
bor  Dept. 

The  software  lead  does  far  more  than! 
create  a  vibrant  domestic  industryJ 
High-quality  software  is  key  to  running! 
everything  from  personal  computers  tol 
Patriot  missiles.  In  automated  factories! 
stock  exchanges,  banks,  airlines,  and! 
just  about  every  other  business,  Ameri-I 
ca's  software  edge  is  helping.  "It's  aj 
bright  spot  for  the  U.  $.."  says  Daniel  F.I 
Burton  Jr..  executive  vice-president  ofi 
the  Council  on  Competitiveness,  a  think! 
tank  of  chief  executives  from  major! 
U.  S.  corporations.  "Our  strength  in  soft-l 
ware  is  compensating  for  our  weakness! 
in  other  areas."  That  strength  will  beJ 


3% 

$3.3  BILLION 

Canadian  software 
makers  benefit  from 
proximity  to  the  huge  U 
market.  Startups  can  g 
government  funding  in 
return  for  future  produi 
royalties 


13% 

$14.3  BILLION 

Remains  weak  in 
pac*  ged  programs,  such 
as  those  used  in  personal 
comput-  rs.  But  Japan's 
computer  giants  are 
streamlinirD  development 
n  high-quai  ty  "software 
actories" 


ven  more  important  as  computers  begin 
o  administer  the  world's  electronically 
inked  economy. 

Little  wonder  that  wherever  you  go, 
rom  Japan  to  Germany,  from  Canada  to 
lingapore,  America's  rivals  are  invest- 
tig  billions  to  build  up  their  own  soft- 
rare  capabilities.  Mostly,  those  efforts 
lave  been  focused  internally  and  haven't 
ven  slowed  U.  S.  software  exports.  But 
here's  no  reason  to  be  complacent,  say 
adustry  experts,  some  of  whom  are  be- 
ginning to  sound  the  alarm:  "I'm  becom- 
ng  a  fanatic  on  the  topic,"  says  Brad 
"ox,  co-founder  of  Stepstone  Corp.,  a 
iandy  Hook  (Conn.)  supplier  of  ad- 
ranced  software  for  workstations.  "The 
iUto  industry  is  gone,  and  the  computer 
ndustry  is  almost  gone.  The  only  indus- 
ry  we  have  a  leadership  position  in  is 
oftware.  And  I  think  we're  losing  that 
ike  all  the  others." 

iampus  apathy.  To  many  observers, 
hat  dire  prediction  is  premature,  per- 
laps  by  decades.  Yet  there  are  signs  of 
veakness  in  the  U.  S.  industry.  For  ex- 
imple,  Japanese  rivals  see  U.  S.  inatten- 
ion  to  quality  as  a  key  opportunity.  As 
hey  did  in  automobiles  and  electronics, 
bey  are  pushing  constantly  to  improve 
;heir  software.  Already, 
Japanese 


'software 


BRITAIN 


6% 

$6.6  BILLION 

Programming  in  English 
has  made  it  easier  for 
British  companies  to  crack 
the  U.S.  market.  Britain  is 
also  strong  in  Unix  and 
other  "open  systems" 
software 


factories"  churn  out  programs  with  half 
as  many  defects  as  comparable  Ameri- 
can products,  according  to  a  study  by 
the  Massachusetts  Institute  of  Technol- 
ogy. And,  in  an  effort  to  create  a  strong, 
pan-European  software  industry,  mem- 
bers of  the  European  Community  are 
trying  to  build  Japanese-style  program- 
ming factories  (page  104). 

Another  potential  problem  for  the 
U.  S.  industry  is  the  growing  shortage 
of  top-notch  programmers.  That  has 
been  a  perennial  headache  for  big  corpo- 
rations that  write  their  own  software. 
Now,  with  fewer  college  students  train- 
ing for  the  field  (chart,  page  105),  Ameri- 
can software  expertise  could  begin  to 
slip.  Because  of  the  dearth  of  program- 
mers, many  American  businesses  al- 
ready farm  out  software  work  overseas. 

In  .part,  the  U.  S.  lead  may  simply  be 
fate:  America  was  the  first  big  computer 
market.  The  business  of  packaged  soft- 
ware— prefabricated  programs,  rather 
than  custom  ones — got  its  start  in  1968 
when  IBM  was  forced  to  stop  providing 
software  free  with  hardware.  That  gave 
American  software  entrepreneurs  their 
start.  The  industry  really  took  off  with 
the  advent  of  the  PC,  which  created  a 
mass  market.  "The  soft- 
ware business  just  got 
started  in  the  U.  S.  soon- 
er," says  Roger  Heinen, 
a  vice-presi- 


dent at  Apple  Computer  Inc.  "I  don't 
think  we  ought  to  take  that  to  the 
bank." 

Indeed,  computers  such  as  Apple's 
Macintosh  and  the  IBM  PC  have  made  it 
far  easier  for  the  rest  of  the  world  to 
catch  up.  With  a  relatively  tiny  capital 
investment  in  personal  computers  and 
some  knowhow,  just  about  anybody  can 
set  up  shop  as  a  software  maker.  "Soft- 
ware can  be  done  anywhere  there  is  an 
individual  with  electricity  and  a  comput- 
er," says  David  W.  Smith,  engineering 
vice-president  at  Beaverton  (Ore.)  soft- 
ware startup  Analogy  Inc. 
feet  up.  All  over  the  world,  starry-eyed 
entrepreneurs  dream  of  duplicating  Phi- 
lippe Kahn's  success.  Starting  with  a 
personal  loan,  he  began  selling  program- 
ming language  packages  for  PCs.  Today, 
Borland  International  is  a  $190  million 
company  with  spreadsheets,  data  bases, 
and  word  processing  programs.  Even 
William  H.  Gates  III,  the  billionaire 
chairman  of  Microsoft  Corp.  and  argu- 
ably the  most  influential  figure  in  the 
computer  industry,  was  once  just  a  col- 
lege dropout  with  a  knack  for  Basic,  the 
simplest  of  programming  languages. 

Such  entrepreneurs  have  kept  the 
U.  S.  far  ahead.  With  a  penchant  for 
risk-taking  and  access  to  venture  capital, 
they  have  nurtured  the  creative  spark 
that  leads  to  advancement  in  technology. 
At  dozens  of 


$62.7  BILLION 

The  software  industry 
grew  up  in  the  U.S.,  the 
world's  largest  single 
market,  in  part  because 
American  companies  set 
the  key  standards.  But  will 
its  huge  lead  be 
challenged? 


GERMANY 


7% 

$7.7  BILLION 

Germans  are  especially 
strong  in  large  mainframe 
programs  for  accounting 
and  data  management. 
They  also  are  poised  to 
tap  a  potentially  large 
market  in  what  was  East 
Germany 


$8.8  BILLION 

Especially  strong  in 
professional  services,  such 
as  developing  custom 
programs.  Through 
aggressive  acquisitions, 
CAP  Gemini  Sogeti  has 
become  one  of  the  world's 
largest  in  that  field 
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of  large  ones,  programmers  continue  to 
dream  up  new  software  for  evolving 
computer  hardware.  Thrse  .iays.  they'rr 
targeting  "multimedia"  computers,  net- 
works, and  palm-top  PCs  that  "read"" 
handwriting. 

To  get  the  most  creative  software,  in- 
dustry executives  say.  programmers 
have  to  be  free  to  work  as  they  please, 
beyond  the  confines  of  normal  business 

routines.  And  individ-   

uals  or  small  teams, 
rather  than  big  organi- 
zations, seem  to  get  the 
best  results.  "Software 
today  is  best  practiced 
slightly  out  of  control." 
says  Eric  E.  Schmidt, 
president  of  Sun  Micro- 
systems' r.ew  software 
subsidiary.  Sun  Tech- 
nology Enterprises  Inc. 

But  there  arc  signs 
that  a  stronger  hand 
may  be  needed  in  the 
future.  As  desktop  com- 
puters get  more  and 
more  powerful,  and  as 
they  are  '.inked  together 
in  networks  with  larger 
machines,  software  be- 
comes  far  more  com- 
plex. Creating  a  pro- 
gram that  handles 
multiple  media  and 
works  with  hundreds  of 
other  PCs  requires  disci- 
plined efforts  by  pro- 
grammers. "As  the 
packaged  software  or- 
garftatic  r.s  start  build- 
ing larger  and  more 
complex  programs,  they 
start  running  into  the 
problems  that  the  big 
defense  [contractors] 
ar.d  systems  integrators 
have  had  for  15  years. " 
says  Peter  D.  Gross, 
vice-president  for  ad- 
vanced technology  at 

!  Computer  Sciences 
Corp..  an  El  Segundo  < Calif. (  company 
that  helps  design  complex  government 
computer  systems.  "That's  why  recent 
products  have  come  out  late  and  not  of 
the  quality  expected." 
horror  stories.  1  ere's  . 
horror  stories,  When  Lo  tus  Development 
Corp.  set  out  a  few  years  ago  to  create  a 
major  upgrade  of  its  1-2-3  spreadsheet, 
for  example,  it  missed  its  original  com- 

i  pletion  target  by  a  year,  and  even  then 
some  new  features  had  to  be  left  out.  At 

I  one  point,  more  than  100  programmers 
were  assigned  to  the  job.  making  it  a 
nightmare  to  manage.  Data-base  maker 
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from  the  disastrous  delay  of  its  dBase 
IV  data-base  program.  The  first  version 
was  riddled  with  bugs.  And  Oracle 
Corp.'s  accounting  software  for  mini- 
computers had  so  many  flaws  that  some 
customers  refused  to  pay  for  it.  Even 
the  biggest  names  in  computers  have 
problems  ccmpleting  big  software  proj- 
ects. :3Ms  ambitious  OfficeYision  of- 
::ce-aut;  :r.at:.-r.  tac.-tace.  tor  examine. 


JAPANESE  INVESTORS  IN  U.S.  SOFTWARE 
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is  runnmg  more  than  a  year  behind 
schedule. 

Quality  could  be  the  Achilles"  heel  of 
the  U.S.  software  ir..ius:ry — ar.i  indus- 
try executives  know  it.  "In  the  U.  S..  we 
have  a  history  of  shipping  the  product 
ar.o.  getting  the  ietails  right  later."  con- 
cedes David  Reed,  chief  scientist  at  Lo- 
tus. "The  Japanese  seem  focused  on  get- 
ting every  detail  right." 

Japan's  quality  push  has  ominous  im- 
plications for  U.  S.  software  makers, 
concludes  Watts  S.  Humphrey,  director 
of  the  Software  Process  Program  at 
Carr.ecie-Mellor.  Univeritv's  Software 


techniques  such  as  statistical  qualit 
control,  which  helped  Japanese  comps 
nies  score  in  other  industries,  can  mak 
the  difference  in  software  as  well.  "Ex 
actly  the  same  things  apply  to  so 
as  to  semiconductors."  he  says. 

For  more  than  a  decade,  electro; 
giants  such  as  Fujitsu  Ltd.  and  Hita* 
Ltd.  have  been  practicing  quality-manu 
facturing  techniques  in  their  software! 

  factories.  While  soft-] 

ware-development  la 
oratories  in  the  U.  S 
stress  individual  cre- 
ativity, the  Japanese 
software  factory  is  like 
an  auto  plant.  "The  pro- 
cess is  fixed.  You  put 
your  requirement  on  a 
sheet  of  paper.  You  put 
the  instruction  on  the 
page,  and  you  hand  it  to 
people.""  says  Kaoru 
Hayashi.  manager  of 
the  software  engineer- 
ing laboratory  at  Soft- 
ware Research  Asso- 
ciates. Inc..  a  Japanese 
software  maker.  "Peo- 
ple writing  the  code 
don't  even  know  what 
they're  working  on.'" 
The  result,  he  notes, 
may  be  short  on  cre- 
ative genius,  but  it's 
free  of  bugs,  on  time, 
and  within  budget 

The  proof  of  Japan's 
software  prowess  so  far 
has  been  in  its  high- 
quality    exports.  Its 
cars.  vcrs.  and  telecom- 
munications equipment 
all  come  fitted  with 
:  .:  g-frec       s :  ft  ware. 
Glitzy  video  games  that 
America's  children  play 
on  Nintendo  Entertain- 
ment Systems  mostly 
come  from  Japan,  too. 
"The  reason  the  U.  S.  is 
ahead  is  not  because 
the  Japanese  can't  write  good  software." 
says  Microsoft's  Gates,  who  includes 
several  Japanese  in  his  list  of  the 
world's  top  prograr.tr.ters. 

Still.  Japanese  programmers  have  had 
almost  no  impact  on  the  commercial 
software  business  itself.  Europe's  soft- 1 
ware  makers  have  also  done  little  in 
packaged  software.  But  as  big  corpora- 
tions reorient  themselves  for  global  op- 
erations. European  suppliers  may  be- 
come far  more  competitive  with  U.  S. 
s.-ftware  makers  5a?  it.  ".'allftrf.  Ger- 
mans; for  example,  has  grown  into  one 
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HERE  IT'S  AT:  PHILIPPE  KAHN  LEFT  A  TEACHING  JOB  IN  FRANCE,  PACKED  HIS  SAX,  AND  BUILT  A  SUCCESSFUL  SOFTWARE  COMPANY  IN  CALIFORNIA 


)mpanies,  with  $350  million  in  sales,  be- 
luse  it  appeals  to  such  multinational 
istomers.  Its  accounting  and  manufac- 
iring  software  offers  a  choice  of  seven 
nguages,  handles  numerous  curren- 
es,  and  observes  accounting  rules  for 
irious  nations. 

Many  European  software  makers  are 
laking  the  U.  S.  market  their  top  priori- 
r.  Micro  Focus  Group  PLC,  which  sells 
rogramming  "tools"  for  software  writ- 
's, now  gets  half  of  its  $85  million  in 
nnual  sales  from  the  U.  S.  The  British 
)mpany  did  this  by  moving  many  of  its 
mior  executives  to  the  U.  S.  "The  only 
ay  to  build  a  successful  software  com- 
any  is  to  immerse  yourself  in  the 
.  S.,"  says  Chairman  Paul  A.  O'Grady, 
ho  owns  homes  on  both  continents. 
hird-world  work.  Where  the  Europe- 
ns  stand  out  is  in  custom  programming 
ad  professional  services.  Several  com- 
anies,  including  Britain's  Logica  PLC 
nd  France's  CAP  Gemini  Sogeti,  are  try- 
ig  to  become  global  competitors  in  sys- 
;ms  integration,  the  business  of  putting 
)gether  complete  computer  systems 
)r,  say,  a  bank.  These  setups  typically 
iclude  many  kinds  of  computers  and  a 
reat  deal  of  custom  software.  "Europe- 
ns  are  as  good  at  systems  integration 
5  anyone  in  the  world,"  says  Michael  G. 
orrus,  co-director  of  the  Berkeley 
.oundtable  on  the  International  Econo- 
ly.  And  systems  integration  is  increas- 
igly  important  in  the  U.  S.,  where  cor- 
orations  are  struggling  to  link  differ- 


ent systems  and  software  into  networks. 

Developing  nations  are  pushing  their 
own  software  agendas.  In  India,  the 
government  has  lowered  import  duties 
on  foreign  hardware  and  encouraged 
schools  and  universities  to  train  more 
programmers.  The  country  now  has 
about  100,000  software  professionals. 
The  result  is  a  burgeoning  local  indus- 
try, including  a  substantial  business  in 
contract  programming. 
U.  S.  banks  such  as  Citi- 
corp and  computer  mak- 
ers including  Digital 
Equipment  and  Hewlett- 
Packard  are  shipping 
work  to  India,  where  pro- 


Japan 


ese 


grammers  earn  30%  to 


software  makers 
see  U.S. 


60%  of  what  American 
programmers  are  paid. 
"There  is  an  almost  limit- 
less supply  of  people  get- 
ting trained  in  computer 
science  there,"  says  Ed- 
ward J.  Selleck,  dec's  In- 
dia export  development 
manager. 

Singapore's  government  is  trying  to 
establish  similar  setups.  Its  National 
Computer  Board  (KCBt  provides  research 
and  development  grants  and  low-cost  of- 
fice space  to  software  startups.  Soft- 
ware is  an  attractive  business  for  coun- 
tries that  have  a  well-educated  work 
force  but  lack  funds  or  have  limited  nat- 
ural resources.  "That  is  the  beauty  of 
software  work,"  says  Lim  Joo-Hong, 


inattention  to 
quality  as  a  key 
opportunity 


deputy  directory  of  research  at  Singa- 
pore's NCB.  "Software  only  needs  people. 
There  is  little  need  for  a  lot  of  other 
resources." 

If  the  U.  S.  can't  increase  the  produc- 
tivity of  its  programmers,  it  could  begin 
to  feel  serious  competitive  pressure 
from  such  countries  in  the  1990s.  "In 
China,  a  programmer  will  cost  one-third 
per  .man-year  of  the  cost  in  the  U.  S.  for 
equivalent  talent."  says 
fj  Luis  Rodriguez,  director 
of  manufacturing  and 
business  development  at 
IBM's  China-Hong  Kong 
subsidiary.  Competing 
with  that  could  be  an  in- 
creasingly serious  chal- 
lenge for  U.  S.  software 
makers.  The  Labor  Dept. 
expects  the  demand  for 
software  professionals  to 
double  by  the  year  2000. 
But  interest  in  software- 
related  careers  at  Ameri- 
can colleges  is  waning. 
"It's  part  of  the  overall 
decline  in  the  sciences,"  says  Kenneth  C. 
Green,  a  senior  research  associate  at  the 
University  of  Southern  California. 

As  wages  continue  to  rise  in  the  U.  S. 
and  as  programming  skills  continue  to 
improve  overseas,  some  observers  see  a 
dangerous  trend.  Cheap  labor  abroad 
could  begin  to  make  low-level  program- 
ming jobs  in  the  U.  S.  obsolete,  warns 
Edward  Yourdon,  publisher  of  the 
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AIG  Issues  Forum 


Why  reforming  our  liab 
America  is  to  succeet 


Excessive  liability  awards  make  it  tough 
for  u.s.  companies  to  compete. 

We  are  a  compassionate  society.  We  want  to 
compensate  those  who  have  suffered. 

But  when  our  courts  expand  the  traditional 
concepts  of  liability,  causing  defendants  to  pay 
excessive  compensation,  we  add  to  the  costs  we 
all  pay  for  goods  and  services.  We  encourage 
companies  to  stop  research  and  development  on 
new  products.  And  we  even  make  it  harder  for 
American  companies  to  compete  overseas. 

Paying  a  hidden  tax. 

In  reality,  the  American  system  of  liability  has 
become  the  source  of  a  hidden  tax  on  our 
economy— a  tax  that  can  account  for  as  much  as 
50%  of  the  price  paid  for  a  product. 

What's  worse,  it  has  been  estimated  that  this 
hidden  tax  amounts  to  $80  billion  a  year-a  sum 
equal  to  the  combined  profits  of  the  nation's  200 
largest  corporations. 

Our  economic  competitors'  legal  systems  do  not 
encourage  litigation  to  the  extent  we  do.  Consider, 
for  example,  that  there  are  30  times  more  lawsuits 
per  capita  in  the  U.S.  than  in  Japan. 

Is  it  any  wonder  that  America  is  having  a  tough 
time  competing  in  overseas  markets? 

Uncertainty  stifles  enterprise. 

The  unpredictability  of  our  liability  system  is 
also  enormously  costly  to  American  competitiveness. 
For  example,  in  a  recent  survey  of  CEOs,  the 
Conference  Board  found  that  worry  about 
potential  liabilit)  lawsuits  caused  47%  of  firms 
sun  eyed  to  discontinue  one  or  more  product  lines. 
What's  more,  25%  stopped  certain  product 
research  and  development,  and  39%  decided 


against  coming  out  with  a  new  product. 
Meanwhile,  our  overseas  competitors  continue  to 
research  and  develop  new  products  at  an  ever- 
increasing  pace. 

Are  we  controlling  risks 
or  increasing  them? 

When  we  give  a  drunk  driver  the  right  to  sue 
an  automaker  or  highway  engineer  for  a  million 
dollars  after  a  crash,  are  we  controlling  risk? 

Or  just  encouraging  risky  and  careless 
behavior? 

If  you  are  a  manufacturer,  you  can  be  sued  even 
if  your  product  has  state-of-the-art  safety 
features.  Even  if  your  customer  misused  it  against 
your  instructions.  Even  if  the  risks  of  misuse 
were  obvious. 

When  fear  of  lawsuits  causes  physicians  to  limit 


ty  system  is  essential  if 
i  overseas  markets. 


services  to  patients— or  worse,  to  abandon  their 
practice  altogether— lack  of  adequate  treatment 
means  greater  risks  for  everyone. 

Is  this  controlling  risk  or  increasing  it? 

It's  an  unhealthy  and  dangerous  situation  that 
needs  correcting. 

We  must  reform  our  "deep  pockets" 
approach  to  liability. 

Specifically,  we  need  to  change  our  approach 
and  base  liability  suits  on  fault. 

Our  current  system  often  encourages  the 
frivolous  suing  of  those  with  the  ability  to  pay— in 
other  words,  those  with  "deep  pockets."  But  does 
it  make  sense  to  hold  such  parties  entirely  liable, 
even  if  they  were  only  minimally  at  fault? 

A  MORE  RATIONAL  APPROACH. 

Those  who  suffer  economic  losses  because  of 
another's  negligence  should  be  fairly  reimbursed. 
No  one  could  argue  with  this  principle.  There 
should  also  be  just  compensation  for  pain  and 
suffering  resulting  from  real  and  severe  injuries. 

But  can  we  afford  to  continue  a  system  that 
encourages  litigation  and  financial  judgments 
bearing  little  direct  relationship  to  fault  or  to  the 
actual  cost  of  injuries  suffered? 

Clearly,  a  better  approach  is  needed. 

Congress  has  a  role. 

Legislation  providing  a  uniform  product  liability 
standard  would  allow  American  companies  to 
compete  without  the  burdens  of  excessive  liability 
risks.  And  this  would  unclog  the  courts  and  put 
American  business  in  a  stronger  position  as 
barriers  to  international  trade  and  investment  fall. 

There  is  proposed  legislation  before  Congress 


dealing  with  these  issues.  A  solution  to  the  liability 
crisis  is  vital  to  American  competitiveness,  and 
Congress  can  play  a  role  in  restoring  the  right 
balance. 

SO  DO  THE  COURTS. 

When  all  is  said  and  done,  our  courts  are  the 
interpreters  of  our  laws  and  our  values.  It's 
our  values  as  a  society  that  count,  especially  as 
reflected  in  the  courts  and  individual  jury 
decisions. 

Together  our  legislative  and  judicial  branches 
must  recognize  the  damage  being  done  to 
American  competitiveness  from  the  current 
liability  system.  And  help  America  restore  the 
proper  balance. 

Why  is  AIG  running  ads  like  this? 

AIG  (American  International  Group)  is  the 
largest  underwriter  oj  commercial  and  industrial 
insurance  in  America,  and  the  leading  U.S. -based 
international  insurance  organization. 

Since  we  deal  every  day  with  issues  affecting  the 
future  of  the  world  economy,  it's  understandable  that 
we  champion  reform  designed  to  strengthen  the 
competitive  stance  oj  American  business  in  global 
markets. 

Perhaps  you'll  want  to  keep  the  ball  rolling  by 
contacting  your  elected  officials-judges  and 
legislators-with  your  own  views. 

Or  ij you  prefer;  write  Mr.  M.R.  Greenberg, 
Chairman,  AIG,  70  Pine  Street,  New  York,  NY  10270. 


AIG 


World  leaders  in  insurance 
and  financial  services. 
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monthly  newsletter  American  Pro- 
grammer in  New  York.  "The  only  thing 
that  has  prevented  it  from  being  a  crisis 
so  far  is  that  the  software  industry  is 
growing  so  fast  that  we  haven't  seen 
many  jobs  being  taken  away."  Without 
such  entry-level  jobs,  the  U.  S.  won't  be 
able  to  employ  large  numbers  of  com- 
puter-science graduates, 
further  discouraging  ca- 
reers in  the  field. 
building  blocks.  Ameri- 
can software  developers 
are  working  on  solutions 
to  these  long-term  prob- 
lems. American  compa- 
nies continue  to  lead 
the  world  in  creating 
so-called  programming 
tools,  special  programs 
that  make  software-writ- 
ing less  tedious.  For 
years,  the  industry  bet  on 
computer-aided  software 
engineering  (CASE)  tools 
to  automate  development.  But  a  recent 
survey  by  case  Research  Corp.  shows 
that  fewer  than  359'  of  CASE  customers 
say  such  tools  have  improved  program- 
mer productivity  or  quality.  "There  are  a 
lot  of  people  who  haven't  made  it  work 
yet,"  concedes  Mike  Waters,  general 
manager  of  Texas  Instruments  Inc.'s 
CASE  division. 
These  days,  a  technique  called  object- 


forum  on 
competitiveness 
concluded  that 
the  U.S.  software 
lead  'is  rapidly 
eroding' 


oriented  programming  is  getting  more 
attention.  Instead  of  writing  each  pro- 
gram from  scratch  every  time,  software 
can  be  pieced  together  like  building 
blocks  from  preprogrammed  chunks  of 
code  called  objects.  Since  bugs  tend  to 
show  up  mostly  in  new  code,  building 
programs  out  of  pretested  objects  may 
improve  quality.  And  by 
recycling  tried-and-true 
computer  code,  more 
software  can  be  written 
by  fewer  programmers. 

But  most  software  ex- 
perts warn  against  rely- 
ing too  heavily  on  such 
"silver  bullet"  technol- 
ogies. "Programming  will 
always  be  a  human  and 
intellectually  intensive 
job,  regardless  of  prog- 
ress in  tools,"  says  Abra- 
ham Peled,  an  IBM  vice- 
president  and  director  of 
computer  science  re- 
search at  the  Thomas  J.  Watson  Re- 
search Center.  Peled  runs  IBM's  70- 
employee  Experimental  Software  Devel- 
opment Center.  Its  mission  is  to  explore 
new  ways  for  Big  Blue  to  produce  high- 
quality  software  faster. 

IBM's  approach  is  to  get  high-level  soft- 
ware engineers  to  work  closely  with  or- 
dinary programmers.  Traditionally,  the 
engineers  have  created  the  designs,  the 


specifications  that  describe  exactly  what 
a  program  should  do.  Then,  the  actual 
writing  would  be  doled  out  to  the  pro- 
grammers. "That  doesn't  work  because 
software  is  just  too  complex,"  says 
Peled.  Instead  of  designing  the  whole 
thing  and  then  building  the  whole  thing, 
it  may  be  better  to  do  both  concurrently, 
as  if  architects  were  handed  hammers 
and  nails.  "This  way,  everybody  pro-f 
grams,"  says  Peled.  He  reports  that  ear-j> 
ly  results  look  encouraging,  and  if  ibm:| 
deems  the  project  a  success,  the  new! 
technique  may  be  adopted  throughoutl 
the  company. 

While  they  work  on  long-term  solu-| 
tions  to  programming  and  quality  prob-i 
lems,  U.  S.  software  makers  are  pushing, 
overseas.  That's  producing  double-digit 
revenue  growth  and  helping  preempt  the, 
rise  of  offshore  competition.  Microsoft! 
now  gets  60%  of  its  revenues  from  out-s 
side  the  U.  S.,  Lotus  gets  49%,  and  Bor-i 
land,  34%.  Of  the  top  50  suppliers  ofj 
commercial  software  and  services  in  Eu-j 
rope,  13  are  U.  S.  companies.  After! 
France,  which  has  16  companies  in  thej 
top  50,  "the  most  Europeanized  are  thej 
Americans,"  says  Morgan  David,  an  ana-i 
lyst  at  IDC  in  Paris. 

The  drive  into  Japan  has  been  moret 
difficult.  About  50  U.  S.  software  mak-» 
ers  have  offices  there,  but  it  is  difficult 
to  get  proper  distribution  and  costly  to] 
have  programs  rewritten  to  handle  the 


EUREKA  MAY  BE  EUROPE'S  TICKET 
TO  SOFTWARE  SOVEREIGNTY 


E 


luropeans  may  be  known  for  their 
national  rivalries.  But  when  it 
I  comes  to  developing  software,  the 
Old  World  is  looking  pretty  harmonious. 
In  a  little-known  project  called  the  Eure- 
ka Software  Factory  (ESF),  14  companies 
and  institutes  from  five  countries  are 
nearly  halfway  through  a  10-year  ef- 
fort to  automate  the  black  art  of  com- 
puter programming.  The  $400  million 
project  aims  to  overcome  the  same 
hurdles  faced  by  U.  S.  and  Japanese 
companies:  huge  backlogs  of  unwritten 
corporate  and  government  software, 
long  development  times  for  new  pro- 
grams, and  a  shortage  of  program- 
ming talent. 

The  project  could  give  the  Europe- 
ans a  strong  defense  against  encroach- 
ing Americans  in  their  software  and 
services  market.  Taking  the  program- 
ming "factory"  concept  from  Japan, 
the  consortium  aims  to  create  a  pan- 
European  approach  to  software  auto- 
mation. But  while  Japan  has  focused 


on  rigid  procedures  meant  to  wring  more 
bug-free  code  out  of  each  programmer, 
ESF  wants  to  boost  productivity  without 
stifling  the  creativity  of  hotshot  software 
designers  and  programmers. 

The  core  of  the  project  is  a  special 
layer  of  software  that  would  work  on 
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almost  any  type  of  computer.  This  lr 
mon  software  now  runs  on  Sun  Micr<jy 
terns  Inc.  workstations,  with  other  »e 
sions  coming.  With  it,  programmers^ 
use  different  software-writing  "t(|i 
without  worrying  whether  such  tooha: 
incompatible  with  each  other.  This  It 
scores  of  programmers  can  work  tojft 
er  on  the  same  project. 

In  addition,  "we're  pushing  very  ai 
to  maximize  the  reuse  of  code,"  saysB-: 
bert  Tardieu,  corporate  technology  c$e 
tor  for  Sema  Group,  an  ESF  mente 
That  way,  existing  chunks  of  codp 
computer  commands,  can  be  rec}h 
and  freely  shared  among  workers  E 
also  sets  rules  for  patching  tog«< 
those  chunks.  The  bottom-line  goafe 
10%  to  15%  productivity  gain  ep 
year  programmers  use  these  me  til 
high  hopes.  Last  year,  ESF,  headdV 
tered  in  Berlin,  demonstrated  its  r 
prototypes.  By  1992,  participants  *' 
Britain,  France,  Germany,  Norfc 
and  Sweden  hope  to  have  up  and  u 
ning  three  software  systems,  tailift 
to  specific  telecommunications,  ipr 
space,  and  general  business  apjl 
tions.  If  the  project  stays  on  scheflt 
consortium  members  say  that  by  98 
they  will  be  selling  computer-de 
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jumbersome  kanji  characters.  Recently, 
;he  Commerce  Dept.  has  started  to  sup- 
port the  U.  S.  software  marketing  effort 
n  Japan.  In  March,  1990,  Commerce  Sec- 
retary Robert  A.  Mosbacher  signed  an 
igreement  known  as  the  Joint  Trade  Ex- 
)ansion  Program  with  Japan's  Ministry 
)f  International  Trade  &  Industry  (MITI). 

It's  a  relatively  minor  trade  agree- 
nent,  but  it  offers  a  framework  for 
jetting  Japan  to  import  more  American 
software  packages.  Under  it,  Commerce 
sponsors  an  annual  trade  show  in  Tokyo 
'or  U.  S.  software  makers  to  demon- 
strate their  wares.  Although  Japanese 
>usinesses  tend  to  rely  on  custom  pro- 
grams, such  packages  should  have  more 
ippeal  in  the  mid-1990s.  By  1995,  esti- 
nates  MITI,  Japan  will  have  1  million 
'ewer  programmers  than  it  will  need. 
Chat  should  create  demand  for  packaged 
software. 

culture  clash.  For  a  different  set  of 
•easons,  Japanese  suppliers  have  also 
'ound  the  U.  S.  market  nearly  impene- 
rable.  "We  can't  ship  our  product  to  the 
J.  S.  because  software  is  culture,"  says 
iazuhiko  Nishi,  president  of  ASCII  Corp., 
fapan's  biggest  PC  software  maker  and 
Microsoft's  former  marketing  agent  in 
fapan.  "Our  only  choice  is  to  take 
i  stake  in  established  companies." 
last  year,  ASCII  bought  a  10%  stake  in 
nformix  Software  Inc.,  a  maker  of  data- 
>ase  packages  in  Menlo  Park,  Calif. 

It's  all  part  of  a  growing  trend.  Com- 
)anies  such  as  CSK  Corp.,  Japan's  larg- 


WHILE  SOFTWARE  JOBS 
ARE  STILL  GROWING... 


U.S.  employment  of 
programmers  and  software 
engineers/analysts 


77  78  79  80  '81  '82  '83  84  '85  '86  '87  '88  '89 '90 
A  MILLIONS  EMPLOYED  (AVERAGE)  EST. 

...FEWER  STUDENTS  ARE 
TAKING  UP  PROGRAMMING 


Bachelors'  degrees  in 
computer  science  granted 
by  U.S.  colleges 
and  universities 


77  78  79  '80  '81  '82  '83  '84  '85  '86  '87  '88  '89 '90 
A  THOUSANDS  EST. 
DATA:  BUREAU  OF  LABOR  STATISTICS,  EDUCATION  DEPT.,  BW 


est  software  and  services  firm,  are  buy- 
ing all  or  part  of  U.  S.  packaged- 
software  companies.  "If  you  wait,  you'll 
see  some  very  good  Japanese  products," 
says  Junkyo  Fujieda,  managing  director 
for  global  business  at  CSK.  But  to  get 


into  the  U.  S.  market  now,  he  adds,  "I 
decided  it  was  better  to  do  mergers  and 
acquisitions."  Last  year,  CSK  bought  Mi- 
crognosis,  a  Control  Data  Corp.  subsid- 
iary that  makes  software  for  financial 
trading,  and  took  an  equity  stake  in 
Wavefront  Technologies  Inc.,  makers  of 
graphics  software. 

It  will  take  years  for  such  investments 
to  pay  off.  But  Japanese  companies  are 
patient,  and  they  understand  that  soft- 
ware is  essential.  "[American]  software 
capability  is  outstanding,"  notes  Tada- 
hiro  Sekimoto,  president  of  NEC  Corp. 
"Companies  like  NEC  have  to  catch  up." 

To  some,  such  remarks  serve  as  an 
early  warning.  William  E.  Stackhouse,  a 
U.  S.  Air  Force  colonel,  last  year  con- 
vened the  Critical  Software  Meeting,  a 
gathering  of  U.  S.  business,  government, 
and  academic  leaders  to  assess  foreign 
competition  in  software.  The  conclusion: 
"Whatever  lead  we  may  have  is  rapidly 
eroding,"  says  Stackhouse.  It's  time,  he 
says,  for  the  U.  S.  to  begin  paying  care- 
ful attention  to  how  it  invests  in  soft- 
ware technology  and  education.  If  not, 
the  Silicon  Valley  and  other  American 
high-tech  havens  won't  remain  the 
places  to  be  if  you're  hip  to  software. 

By  Richard  Brandt  in  San  Francisco, 
with  Evan  I.  Schwartz  in  New  York,  Neil 
Gross  in  Tokyo,  and  bureau  reports 


For  Information  on  reprints  of  this  Special  Report, 
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are  engineering  (CASE)  programs 
ervices  tailored  to  the  ESF  model. 
:h  technology  would  be  invaluable, 
.verage  corporation  takes  33  months 
sign,  write,  and  install  a  major  new 
ess  program,  says  Sentry  Market 
irch.  Slashing  that  time  span  could 
entire  industries  a  big  competitive 
.  "The  group  that  can  do  it  the  best 
lave  a  tremendous  economic  advan- 
by  the  year  2000,"  says  Leon  Oster- 

chairman  of  the  information  and 
uter  science  department  at  the  Uni- 
;y  of  California  at  Irvine. 
i  Eureka  group  also  expects  its 
ology  to  reduce  another  huge  ex- 
I  software  maintenance,  the  chore 
eping  existing  programs  up-to-date 
•unning  smoothly.  That's  vital,  for 
iple,  for  Hermes,  Europe's  first 
;ed  space  shuttle,  due  to  take  off  in 

The  to  for  maintain  the  tens  of 
ns  of  lines  of  computer  code  for 
les  may  reach  3,500  man-years.  If 
Dols  are  ready  in  time — and  work  as 
•tised — that  toil  can  be  reduced  by 
according  to  Bernard  Hurt,  informa- 
echnology  director  at  Matra,  an  ESF 
er  from  France.  "We  hope  to  see  a 
enefit,"  he  says. 

's  biggest  potential  benefit  for  Eu- 


ropean businesses  may  be  a  standardized 
way  to  develop  software  across  the  Con- 
tinent, an  important  development  for  a 
unified  European  market.  The  project's 
250  programmers  are  working  on  a  sys- 
tem that  would  let  software  writers  in 
different  nations  work  on 
cross-border  projects 
without  language  and 
style  variations  getting  in 
the  way. 

It's  too  soon  to  tell 
whether  Eureka  can  suc- 
ceed where  similar  ef- 
forts have  stumbled.  "Ev- 
eryone wants  to  build  the 
same  flexible  system"  for 
managing  large  software 
projects,  says  Osterweil. 
"But  no  one  knows  how." 
Other  efforts,  such  as  the 


SEMA  GROUP'S  TARDIEU 


U.  S.  Defense  Dept.'s  10-year-old  STARS 
plan  and  Japan's  Ministry  of  Internation- 
al Trade  &  Industry-sponsored  Sigma 
project,  have  not  lived  up  to  expectations. 
hurdles.  Even  if  its  technology  does 
what  its  backers  say,  ESF  will  face  a  mar- 
keting challenge.  The  group  has  to  per- 
suade companies  outside  the  consortium 
to  take  up  the  flag.  Its  14  members  in- 
clude some  of  Europe's  biggest  program- 


ming operations  such  as  British  Telecom- 
munications PLC  and  France's  CAP  Gemini 
Sogeti.  But  they  account  for  only  10%  of 
the  Continent's  software  professionals. 

And  there's  one  other  group  to  win 
over:  programmers  themselves.  Since 
they  are  often  accus- 
tomed to  freewheeling  in- 
dependence, no  one  yet 
knows  how  they'll  take  to 
the  discipline  that  ESF  re- 
quires. Under  the  sys- 
tem, workers  must  ad- 
here to  strict  production 
schedules.  What's  more, 
special  monitoring  fea- 
tures will  automatically 
compile  productivity  re- 
ports for  management. 
"Our  big  concern  now  is 
the  Big  Brother  aspect- 


how  to  keep  people  motivated  and  pro- 
ductive without  too  much  pressure,"  says 
Maurice  Schlumberger,  scientific  director 
of  CAP  Gemini's  Innovation  research  unit. 
If  a  unified  Europe  can  strike  the  right 
balance  between  Japanese-style  discipline 
and  American-style  freedom,  it  could 
rank  up  there  with  the  U.  S.  as  a  top 
software  power. 

By  Jonathan  B.  Levine  in  Paris 
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Franchising 


Franchise 

your  business! 


A  Seminar  for  business  owners  and  C.E.O.s 

More  and  more  businesses,  large  and 
small,  are  expanding  through  franchis- 
ing II  your  successful  business  system 
can  be  taught  to  others,  you  should 
consider  the  franchise  alternative  At- 
tend this  all-day  seminar  conducted  by 
the  only  management  consulting  firm 
that  has  helped  500  businesses  be- 
come franchisors. 

 Seminar  Locations 


Topics  include 

•  Franchise  criteria  •  Earnings  potential 

•  Marketing  methods  •  Growth  potential 

•  Legal  requirements  •  Development  costs 

Tuition  $145  •  Group  rates  available 
Call  for  reservations 


Atlanta    May  8 

Boston    May  10 

Chicago  Mar  21 

Dallas     Mar  20 


Houston  Mar 
Los  Angeles  Apr 
Miami  May 


New  York  May  9 

Orlando  May  7 

San  Francisco  Apr.  10 

Seattle  Apr  9 


Can't  attend?  Call  or  write  tor  information  on  franchising  your  business 

1-800-877-1103 

Frcincorp* 

New  York:  237  Par*  Avenue  •  New  York,  New  York  10017  •  (212)  922-3600 
Chicago:  20200  Governors  Drive  •  Olympia  Fields,  IL  60461  •  (708)  481-2900 
^Los  Angeles:  6033  W  Century  Blvd  •  Los  Angeles,  CA  90045  •  (213)  336-0600^ 


Corporate  Gifts 


IMAGE 
BUILDERS 


WINTER  SAVINGS! 


CUSTOM 
EMBROIDERED 
CAPS  AS  LOW 
AS  $3.99 

CUSTOM 
IMPRINTED 
CAPS  AS 
✓    LOW  AS 
$2.69 


The  Corporate  Choice 

Telephone  415-786-1100 
Fax  415-786-1111 
3952  Point  Eden  Way 
Hayward,  California  94545 


THE  POKE  BOAT" 

ITS  EVERYTHING 
A  CANOE 


rt  weighs  only  28 
pounds  For  less 
than  $800  you 

can  buy 
more  than 
a  canoe. 


ISN'T 
Call  toll-free 
1  -800- 
354- 
0190. 


Authentic 


PHOTOGRAPHS 

as  seen  on  PBS 


CIVIL  WAR 

"^"X^^     Museum-quality  photographs 
from  Matthew  Brady  negatives 
COLLECTOR'S  PORTFOLIO:  lour  1 1  x  14-nch  images 
ot  Generals  Grant  Lee.  Sherman  and  Jackson  $295 
CerWeate  of  Authenticity  included  Shipped  free 

VISA/MC  accepted  Illustrated  brochure  availabte 

SATISFACTION  GUARANTEED 

DIADEM,  INC.    ENGLEW000  CUFFS.  MJ  07632 
CALL  201  871-1440  FAX  201  871-3395 


Corporate 
Ties 


(150  pc  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 
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Barnard  Maine  ltd. 

33  Mead  Ave.  •  Cos  Cob 
CT  06807  •  U.S.A. 
Dept.  BW  (205)  869  3006 


Inventories  Purchased 


FREE  FOR  THE  ASKING! 

Turn  your  excess  inventory  into  a  cash 
cow.  This  free  book  covers  a  wide  range 
ot  money  making  options,  tax  benefits  and 
pitfalls  Call  or  write  Gary  Lawrence.  Learn 
how  to  skim  the  cream  Irom  your  excess 
electronic  and  electromechanical 
inventories. 

Jl^American 
jp^kDesign 

Dept  301-120 
815  Fairview  Ave..  P.O.  Box  520 
Falrvlew.  NJ  07022 
1-800-776-3800 


Corporate  Gifts 


MAKE  A  GREAT  IMPRESSION 
WITH  UNIONWIDE  WATCHES! 

Just  Send  Us 
Your  Color  Logo 

Your  full  color  company  logo  is  the  dial  of 
an  elegant  watch  Precision  QTZ  move 
ment.  gold-tone  case,  genuine  leather 
band  1  yr  warranty  Remarkably  inexpen- 
sive even  in  small  quantities 

Send  $16  50  and  any  size  logo  on  letter- 
head, photo  or  artwork  We'll  rush  you  a 
personalized  quartz  watch  sample  Ideal 
for  incentives,  premiums,  gifts, 
awards,  etc. 

UNIONWIDE  WATCHES,  INC. 

671  Brea  Canyon  Rd  ,  Suite  3 
Walnut.  CA  91 789 
(714)598-7299 
ATTN;  Mr  Yale 

Money  Back  Guarantee 


Hobbies/Collectibles 


BUILD  A  MEMORY 


Now: 1  w  ■'  voti  can 

the  fun  and  challenge-  of  o 
fashioned  Balsa  model  plane 
and  ship  building  again. 
The  memories  are  FREE, 
and  so  is  our  catalog. 

Call  toll  free  800-444-8066 

Build  a  memory  today 
with  a  mode]  project  from: 
Charles  River  Landing,  Ltd,, 
33  Fourth  Ave.,  Box  775, 
Needham  Heights.  MA  02194 


Business  Services  == 


RESEARCH  REPORTS 

19,278  academic  topics  available! 
Send  $2  00  for  the  306-page  ca- 
talog. Custom-written  reports  also 
available  Research  Assistance, 
1 1322  Idaho  Ave  #206BF,  Los  An- 
geles, CA  90025,  Toil-Free  Hotline: 
800-351-0222  (California  213- 
477-8226) 


MAKE  592%  PROFIT! 


MIRACLE  POLISHING  CLOTH 

Cleans/polishes  ANY  surface  like  magic 
Instantly'  Terrific  10  second  demonstration'  Fast 
$3  49  seller  pays  $2  90  profit1  Big  volume  Chain 
Store  item  Exclusive  territory 


FREE  SAMPLE 


and  Fast  Start 
Profit  Kill 

OS  Q  1312"  Bvv  WASHINGTON  AVENUE 
n0(O    ST  LOUIS.  MO  63103-1989  USA 

Phone  or  write:  314-241-8464 


Business  Opportunities 


INTERNATIONAL  SOCIETY 
OF  FINANCIERS 

Professional  Membership 
Network  For  Major  Players 
Ask  For  FREE  6-Page  Report 
ISF,  PO  Box  18508,  Asheville,  NC 

28814  USA 
800-777-5907  FAX  704-251-5061 


IT  PAYS  TO  ADVERTISE 
IN  THE  BUSINESS  WEEK 
MARKET-PLACE 

The  Business  Week  Market- 
Place  Section  is  a  special  ad- 
vertising feature  appearing  in 
the  first  issue  of  each  month. 
The  Market-Place  provides 
an  ideal  Showcase'  for  ad- 
vertisers who  have  products 
or  services  that  appeal  to 
Business  Week's  more  than 
6.2  million  responsive 
readers. 

For  rates  and  information  write: 
BUSINESSWEEK 
MARKET-PLACE 
100  East  Ohio  St.,  Suite  632 
Chicago,  IL.  60611 
or  call  (31 2)  337-3090 
or  FAX  (31 2)  337-5633 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
1  -800-424-3090 
(312)  337-3090 
OR  WRITE: 


uuaiiNcaa  wee*. 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (31 2)  337-5633 


Menswear/Fashion 


MEN:  Hard  to  fit? 


Jail  for  our  catalog  full  of  great 
DOking  brand  name  clothes 
luaranteed  to  fit! 

Tall  to  4XL  HP* 
Big  to  8XL 
Shoes 
12-16 
AAA-EEE 

:all  Toil-Free 
I00-456-4334 


LjlnG 


Dept. 21 55  •  P0  9115  •  Hingham  MA  02043 


MEN  'S  WIDE  SHOES 


EE-EEEEEE,  SIZES  5-13 

Ixtra  width  for  men  who  need  it. 
Ixcellent  variety,  stylir.gand quality. 
>end  for  FREE 
SATAL0G 


he  Widest  Selection  ol  lite  Widest  Shoes  Anywhere! 


HITCHCOCK  SHOES.  INC 

Dept  55C  Hingham,  MA  02043 


Financial  Services 

IIG-NAME  STOCKS 
0  UNLOAD  NOW: 

ly  new  Performance  i 
atings  of  all  NYSE 
tocks  show  200  ex- 
■emely  vulnerable 
tocks  (rated  8  or  9) 
•including  some  very 
imous  names  — 
hich  I  believe  could 
:akea  bath."  I'll  rush 
du  the  Performance 
atings  ($39  value)  as  a  bonus  with 
5ur  subscription  to  The Zweig  Fore- 
jsf  Time  is  crucial. 

Three-Month  Trial  $50.  One  Year 
245.  Visa  or  MC  1-800-633-2252 
xt.  9024. 

THE  ZWEIG  FORECAST 

'.0.  Box  360,  Bellmore,  N.Y.  11710 


MARTIN  ZWEIG 


$5,000  CASH  AVAILABLE 


to  start  or  expand  your 
Business.  Guaranteed. 
FREE  revealing  details. 
Write:  AMERICAN  BUSINESS 
CLUB,  301-BB  Plymouth 
Drive,  Dalton,  GA  30721  -9983 


Investment  Opportunities 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious  Gem- 
stones  Free  wholesale  catalog  since  1967! 
Member  Jewelers  Board  of  Trade  &  Chamber  of 
Commerce 

HOUSE  OF  ONYX 

One  Main  Street 
Greenville,  Kentucky  42J45 
TOLL  FREE  1-800-626-8352 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthoped 
support  to  prevent 
and  relieve  back  pain 


'  Built-in  adjustable 
lumbar  support 

■  Adjustable 
neck  rest 

•  Forward-tilt 
feature 


tW-L-^rom;   FREE  Color  Otilog 

pacKjaver  1.800.251222501  writ. 

25  Jeffrey  Ave..  Dept.  F)WF.  Holliston,  MA  01746 


Capital  Available 


CAPITAL  AVAILABLE 


For  viable  expansion  projects  and  excit- 
ing start-ups.  $250,000.  USD  and  up. 
Brokers  Welcome 

BARCLAY  CONSULTANTS  ^=1 


(407)  788-6267 


Wine  Cellars 


WlNECELLARS- USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Cost 


Visa/MC/AmEx/Discovet 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models 

Not  Handmade 

40  Bottle  Glass  Door 

$  599 

$  499 

60  Bottle  Glass  Door 

749 

659 

FurVault  holds  about  8  Furs  $3495       $  1895 


Custom  Cellars  &  Racking  Systems  -  Call  For  Catalog 

134  W  131s'  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


Export/Import 


EXPORT/IMPORT  DIRECTORIES 
GUIDES  &  PUBLICATIONS 


EAST  &  WEST  EUROPE 
U.S.S.R.,  CANADA  &  U.S. 


800-359-6031 ,  fax:  (41 5)  495-4394 
International  Trade  press 

2  Townsend  St.,  #  2-304,  San  Francisco,  CA  94107 


Computers/Office  Equipment 


HffmflRYmflC 


N0USTRIESINC 


Our  14th  year  of  DISCOUNTS 
Tandy*  Computers 
Radio  Shack  •  Products 
Toll  Free  800-23 1-3680 
2251 1  Katy  Fwy  Kaly  (Houston)  TX  77450 
1-71 3-392-0747  Fax  (7 1 3)  574-4567 


Computers/Software 


How  to  succeed  in  business  today: 


Getting  ahead  in  today's 
competitive  business  world 
means  you  have  to  know  how 
to  set  up  systems  that  will 
increase  efficiency,  produc- 
tivity, and  profits.  What's 
more,  you  have  to  know  how 
to  use  a  computer  to  make 
those  systems  really 
perform. 

Now,  NRI's  at-home  train- 
ing in  PC  Systems  Analysis 
gives  you  the  computer,  the 
software,  and  the  analytical 
skills  you  need  to  succeed. 

Step  by  step,  you  learn  the 
art  of  systems  analysis:  how 
to  define  and  break  down  the 
problem,  interview  users, 
interpret  and  model  data, 
prepare  proposals— every 
skill  you  need  to  map  out  the 
optimal  system  solution. 
But  that's  just  the  beginning. 

Training  Includes  a  powerful 
computer  system  and  software  you  keep 

NRI  gives  you  hands-on  experience  with  an 
AT-compatible  computer  system— complete 
with  1.2  meg  floppy  drive,  monitor,  modem, 
and  a  full  meg  of  RAM  —  all  yours  to  train 
with  and  keep! 

You  begin  by  learning  BASIC,  today's  most 
popular  PC  programming  language.  Then,  using 
the  Microsoft®  Works  software  also  included  in 
your  training,  you  master  four  essential  PC  appli- 
cations: word  processing,  spreadsheets,  data- 
base management,  and  data  communications. 

Soon  your  computer  becomes  your  most 
important  analysis  tool,  allowing  you  to  pro- 
duce cost-benefit  analyses,  feasibility  studies, 
long-range  projections,  complex  databases, 


Learn  the  art  of 
systems  analysis. 


and  more.  Before  you  know 
it,  with  a  real-world  under- 
standing of  PC  hardware 
and  software  systems, 
you're  ready  to  create  the 
kind  of  computer  solutions 
that  will  make  you  a  key 
player  on  any  business  team. 

Send  today  for  your 
FREE  catalog 

Move  up,  make  more 
money,  even  start  your 
own  business.  If  the  coupon 
is  missing,  write  to  NRI 
Schools,  McGraw-Hill 
Continuing  Education 
Center,  4401  Connecticut 
Avenue,  NW,  Washington, 
DC,  20008. 

AT  is  a  registered  trademark 
of  IBM  Corp. 


[~Afw9f  Schools 

1 

1    McGraw-Hill  Continuing  Education  C 

inter 

1    4401  Connecticut  Avenue,  NW 

SSI  1 

Washington,  DC  20008 

1    2  Check  one  FREE  catalog  only: 

\   _|  PC  Systems  Analysis 

1    _J  Computer  Programming 

□  PC  Software  Engineering  Using  C 

1    NAME                      (please  print) 

AGE  1 

.  ADDRESS 

|     CITY/STATE/ZIP                                                4562-031  | 

TAKING  THE  FANGS  OUT  OF 
THIS  YEAR'S  TAX  BITE 


J had  fmaThr  adjusted  to 
the  tax  reforms  passed  in 
19S€ — along  come  more 
changes,  wrought  by  the  Om- 
nibus Budget  Reconciliation 
Act  of  1990.  While  the  act  has 
little  effect  on  the  1040  Form 
touH  be  filing  for  1990  in- 
come (page  110).  it  requires  a 
rethinking  of  strategies  for 
1991  and  beyond. 

In  one  sense,  the  new  provi- 
sions  simplify  life:  There's  no 
more  33*2  "hubble"  covering 
income  between  two  28% 
brackets.  For  1991  income, 
the  lowest  rate  is  still  15%. 
The  next  is  28%,  and  once  the 
to:  rate  ::'  11"  starts  ::  :  r  ■  - 

:      =•-  E  i  -  E  5  : 

ways,  things  become  more  * 
complex  for  the  sis-figure- 
income  set.  If  you're  likely 
to  make  in  the  neighbor- 
hood of  $100,000  in  1991. 
•tax  t  ia'.r.i-g  :<ecc  mes  a  mat- 
ter of  trying  to  reduce  adjust- 
ed gross  income  if  you  can." 
says  Michael  Borsuk  of  ac- 
countants Coopers  &  Lybrand 
in  New  York. 

Next  year,  when  doing  the 
return  for  1991,  you  I  figure 
your  itemized  deductions, 
such  as  mortgage  interest 
and  state  and  local  taxes,  as 
usual  But  then  youH  reduce 
their  total  by  3%  for  every 
dollar  of  adjusted  gross  in- 

ab(  -  8 
ihoth  for  married  couples  fil- 
ing jointly  and  singles  i.  The 
deductions  can't  be  reduced  to 
sero — the  law  lets  you  keep  at 
least  20^  of  them.  Medical  in- 
vestment interest,  and  casual- 
ty-and-theft  deductions 
aren't  touched  but  are  stfl] 
subject  to  their  own  limits. 

Many  people  think  they  can 
avoid  the  extra  tax  bite  by 
shririkirig  their  deductions,  no- 
tably by  skimping  on  gifts  to 


\ 


x 


silk..  .Because  tne  loss  ol  dj 
durability  is  based  on  ag 
"once  you  fall  victim  to  i 
ir  doesn't  matter  how  hid 
or  low  your  deductions  are] 
For  instance,  with  AGl  d 
$150,000.  affeeted  deduction! 
of  $10,000  would  beeo 
$B,500  (3%  of  $50,000  bein 
$1.5001.  Say  you  boosted  yot 
total  contributions  to  $20.00 
You'd  deduct  $18,500,  becaus 
vou'd  still  lose  onlv  that  sani 
$L500. 

The  attack  on  personal 
emprions  (each  is  $2,150 
1991)  is  similar,  but  you  hi 
to  be  especially  alert  due  t 
the  step-like  way  in  which 
ombs.  cautions  F2i  Waraeh. 
enior  vice-president  at  tai 
book  publishers  Maxwe 
Macmillan.  The  exemj" 
;    - ,       tion  amount  is  nicked  h 

^ // Jxlk:   -  s~2'50 

~~  '        *     Ji=-     chunk  of  AG]  "'or  fist 
tion  thereof"  over  tn 
thresholds  ($100.00 
for  singles 
for  joint  filers).  So 
sirs  -  with  ... :-:  d 
$102,500  would  suffe 
a  2%  exemption  loss 
while  moving  up  a  d( 
lar.  to  $102,501.  tri 
gers  a  4%  loss. 
W  C  =  E   ;  s  =  a  -  e 
there's  talk  in  Congress  • 
simplifying  the  new  law.  per 
haps  by  replacing  hs  de 
tion  and  exemption  limits  i  . . 
a  straightforward  increase- 
such  as  raising  the  31  ^  to; 
rate  by  a  point  or  so.  Whetha 
Congress  will  actually  t 
much  this  year  is  uneles 
however:  The  recession  ha 
lawmakers  wary  of  raisin; 
taxes,  while  White  Hons 
ideas  for  expanding  tras  an 
cutting'  the  carnal-gains  ta 


$150.00  \ 


further  remain  controversial 
Nevertheless,  changes  i 
the  law  continue  to  be  pre 
posed  and  debated.  So  th 
taxpayer  should  assume  it' 

3— SD\A_  3J3INE 


se-it-or-lose-it  time  for  tax 
Teaks:  The  current  tax  law 
may  be  as  good  as  it's  going 
o  get,"  declares  John  Regan, 

Hofstra  University  profes- 
or  and  Bender's  Federal  Tax 
iervice  specialist. 

Now,  interest  on  home-equi- 
y  loans  is  deductible,  and 
ome-sellers  over  55  have  a 
ne-time  ability  to  exclude  a 
ain  of  up  to  $125,000  without 
uying  another  house.  Both 
reaks  are  at  risk,  some 
Vashington-watchers  add, 
long  with  bargain  "special 
veraging"  rates  on  lump- 
um  pension  payouts.  There's 
o  assurance  that  the  new 
8%  rate  on  the  capital-gains 
ax  will  remain,  either,  so 
on't  postpone  taking  a  capi- 
al  gain  without 
;ood  reason. 

To  come  out 
iest  under  current 
iw,  "think  of  in- 
reasing  your  tax- 
xempt  income," 
ays  Bob  Coplan 
f  accountants 
prnst  &  Young, 
'hat  may  mean 
elling  some  tax- 
hie  corporate  and 
'reasury  bonds 
,nd  replacing 
hem  with  munici- 
pal bonds  that  pay 
ax-free  interest. 

Often,  limiting  AGI  involves 
leferring  income — and  thus 
he  tax  on  it.  If  a  yearend 
•onus  is  customary,  "ask 
rour  employer  now  to  defer  it 
mtil  Jan.  2,"  suggests  Coo- 
lers &  Lybrand's  Borsuk;  the 
RS  can  disallow  a  deferral  if 
t's  agreed  upon  after  the 
vork  is  done.  Also,  you  can 
imit  AGI  by  buying  a  one-year 
treasury  bill  or  a  certificate 
if  deposit  designed  to  delay 
laying  out  interest  until  1992. 
.ate  rent.  Owners  of  rental 
iroperty  might  let  a  tenant 
mow  that  they'd  cheerfully 
vait  until  January  to  get  the 
December  rent  check.  If 
rou're  not  a  landlord,  this 
nay  be  the  year  to  become 
me.  Lose  money  on  the  place, 
ind  if  you're  managing  to 
ceep  agi  under  $100,000  any- 
iow,  you  get  to  deduct  in  full 
osses  of  up  to  $25,000  a  year. 

Salary  you  shelter  in  retire- 
nent  plans  comes  out  of  your 


Consider 
feeding 
your  401(k) 
to  the  max 


AGI  stream,  too.  So  if  you 
aren't  already  doing  so,  con- 
sider feeding  your  company's 
401(k)  plan  to  the  max;  that's 
$8,475  this  year,  according  to 
the  Research  Institute  of 
America.  The  money  in  a 
401(k),  a  Keogh,  or  similar  de- 
fined-benefits  plan  grows 
without  taxes  until  you  take  it 
out  after  age  59  V%. 

If  you  have  incentive  stock 
options,  think  about  exercis- 
ing them  now  instead  of  wait- 
ing to  make  a  bigger  killing, 
suggests  John  Erb,  an  execu- 
tive financial  counselor  at  De 
Teffe  Capital  Management  in 
Alexandria,  Va.  The  differ- 
ence between  the  option  price 
you  pay  and  the  market  price 
isn't  subject  to  regular  tax 
now.  But  this 
"bargain  element" 
is  subject  to  the  al- 
ternative minimum 
tax.  The  AMT 
works  by  adding 
back  tax-favored 
income  such  as 
that  "bargain  ele- 
ment" as  well  as 
certain  deductions. 
Then,  if  the  total 
is  greater  than 
your  regular  rate, 
it  is  taxed  at  24%. 
"A  small  bargain 
element  is  less 
likely  to  trigger 
the  AMT,"  Erb  notes. 

Because  Congress  in- 
creased the  AMT  proportion- 
ately more  than  regular  rates, 
more  people  are  vulnerable  to 
the  AMT.  So  it's  more  impor- 
tant than  ever  to  "do  your  tax 
planning  in  two-year  chunks," 
urges  Erb.  If  it's  already 
clear  that  you'll  be  in  the  AMT 
this  year  and  not  next,  you 
might  take  capital  gains  while 
they  can  be  taxed  at  the  rela- 
tive bargain  rate  of  24%. 

Whatever  other  strategies 
you  explore,  don't  try  the 
most  common  money-wast- 
er— being  overwithheld.  While 
it's  nice  to  have  a  fat  refund 
coming,  "the  IRS  isn't  going  to 
pay  you  interest"  on  that 
money,  says  Eileen  O'Connor 
at  accountants  Grant  Thorn- 
ton. As  long  as  Uncle  Sam 
lets  you  keep  a  dollar,  you 
may  as  well  do  something 
more  rewarding  with  it  in  the 
meantime.  Dick  Janssen 


SIZING  UP  YOUR  TAX  BUI 

Here's  a  rough-and-ready  preview  of  your  Form  1040.  While 
personal  exemption  amounts  are  scaled  up  yearly,  the  new 
law  pares  them  back  at  higher  levels  of  adjusted  gross  income 


Salary 

Dividends  and  interest 
Business  income  (loss) 
Capital  gains  (loss) 
Other 

TOTAL  INCOME 


Keogh,  deductible  IRA 

Alimony,  other 

LESS  TOTAL  ADJUSTMENTS 

ADJUSTED  GROSS  INCOME  (AGI) . 
Medical  and  dental 

(in  excess  of  7.5%  of  AGI) 

State  and  local  taxes 
Mortgage  interest 

1 0%  of  personal  interest 

(1990  only) 

Gifts  to  charity* 
Casualty  and  theft  losses 

(when  overl  0%  of  AGI) 

Moving  expenses* 
Job,  other  misc. 

(in  excess  of  2%  of  AGI) 

LESS  TOTAL  DEDUCTIONS 
LESS  PERSONAL  EXEMPTIONS 

TAXABLE  INCOME 


Then  you'll  pay  these  rates  on  these  amounts  of  taxable  income: 


MARRIED  FILING  JOINTLY** 

$0  to  $32,450        15%     $0  to  $34,000  15% 
32,450  to  78,400    28        34,000  to  82,1 50  28 
78,400  to  1 85,730  33        Over  82, 150  31 
Over  1 85,730  28 

SINGLE** 

$0  to  $19,450        15%     $0  to  $20,350  15% 
1 9,450  to  47,050    28        20,35010  49,300  28 
47,050  to  109,100  33        Over  49,300  31 
Over  109,100  28 

TOTAL  TAX     


For  1 990,  subtract  withheld  and  estimated  tax  payments  and 
credits  to  learn  if  you  owe  money  or  have  a  refund  coming 

For  1991 ,  check  your  current  withholding  and  estimated 
payments  to  see  if  you  should  raise  or  lower  the  amount 

"Subject  to  some  percentage  and  other  limits  "With  no  dependents 

DATA:  COOPERS  S  LYBRAND,  BW 
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Sure,  you  could  almost 
do  your  taxes  in  your 
sleep.  Gather  the  pa- 
pers, fill  out  your  accoun- 
tant's tax  organizer,  and  then 
all  you  have  to  do  is  sign  the 
1040  Form.  Nevertheless,  it's 
better  to  get  ready  for  Apr. 
15  with  your  eyes  open. 

For  those  with  self-employ- 
ment income,  there's  still  time 
to  do  some  maneuvering  with 
retirement  plans.  If  you 
opened  a  Keogh  before  Jan.  1, 
you  can  feed  in  up  to  25%  of 
your  self-employment  earn- 
ings and  get  a  1990  deduction. 

Individual  retirement  ac- 
counts also  deserve  some  at- 
tention. True,  there's  no  de-  // 
duction  anymore  if  you're  a 
joint  filer  covered  by  a  com- 
pany pension  plan,  with 
adjusted  gross  income  j 
(AGD  of  $50,000  or  more.  ( 
But  it  might  be  time  to  >  \ 
remind  a  dependent  4\\ 
offspring  about  the  \ 
benefits.  "Say  your 
daughter  is  in  college  and 
made  $5,250  from  a  part- 
time  job,"  posits  Eli  Warach, 
a  senior  officer  of  tax-book 
publisher  Maxwell  Macmillan. 
Your  daughter  gets  a  $3,250 
standard  deduction  for  1990 
and  would  pay  tax  on  the  re- 
maining $2,000.  Warach  sug- 
gests that  "she  put  the  $2,000 
in  an  ira."  She  would  pay  no 
tax.  And  as  long  as  she's  un- 
der 24,  and  you're  contribut- 
ing more  than  half  her  sup- 
port, you  still  get  her  $2,050 
personal  exemption  on  your 
return. 

travel  LOG.  While  the  1040 
Form  went  to  press  too  early 
to  include  this  info,  the  exclu- 
sions for  employer-paid  educa- 
tion and  group  legal  benefits 
will  continue  through  1991, 
notes  the  U.  S.  Master  Tax 
Guide  from  Commerce  Clear- 
ing House.  (The  exclusions 
were  originally  set  to  expire 
last  Sept.  30.)  Congress  also 
has  extended  the  business  de- 
duction for  25%  of  a  self-em- 
ployed's  health-insurance  pre- 
miums. And  for  the  first  time, 
half  of  self-employment  tax  is 
deductible  in  arriving  at  AGI. 

The  Internal  Revenue  Ser- 
vice isn't  quite  as  rigid  about 
commuting  costs  as  it  once 
was.  If  a  taxpayer  has  at 
least  one  regular  place  of 


Preparation 


LAST-MINUTE  HINTS 
mtt  TAXPAYERS 
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A  num 
of  deductions 
that  have  been 
there  all  along  are  easy  to: 
overlook.  Say  you  or  your 
spouse  did  volunteer  work  for 
a  charity.  The  law  lets  you 
tack  12<t  a  mile,  plus  tolls'  and 
parking  fees,  onto  your  item- 
ized deduction  for  charitable 
contributions.  Documentation 
of  the  volunteer  activity 
itself  might  be  enough 
backup,  but  it's 
best  to  keep  a  mile- 
age log,  advises  Eileen 
O'Connor  of  ac- 
countants Grant 


business,  then  daily  transpor- 
tation expenses  for  commut- 
ing between  home  and  a 
"temporary  work  location" 
can  be  deducted — even  if  it's 
in  the  same  metropolitan 
area,  according  to  the  Arthur 
Young  Tax  Guide  1991.  Busi- 
ness mileage  deductions  no 
longer  drop  to  a  lower  rate 
after  15,000  miles;  the  1990 


rate  is  a  straight  26$  a  mile. 

Other  venerable  deductions 
are  all  but  dead  for  1990,  how- 
ever. Only  10$  of  the  person- 
al interest  on  credit-card  bills 
is  deductible.  Similarly,  if  you 
paid  more  interest  financing 
the  purchase  of  securities 
than  they  earned  you,  only 
$1,000  of  the  excess  remains 
deductible  on  1990  returns. 


TAKE  A  PEEK  AT 
YOUR  PEERS'  DEDUCTIONS 


Here  are  average  itemized  deductions  by  income  range.  Larger 
ones  are  more  apt  to  catch  the  eye  of  the  IRS.  (Note:  Only  returns 
claiming  such  deductions  count  toward  the  averages) 


Income  range* 

Medical** 

Taxes 

Charity 

Interest 

$40,000  — 

$50,000 

$3,079 

$2,844 

$1,282 

$5,153 

50,000  - 

-  75,000 

4,281 

3,853 

1,524 

6,129 

75,000  — 

100,000 

5,580 

5,659 

2,083 

8,562 

100,000  — 

200,000 

12,967 

8,725 

3,402 

11,507 

200,000  — 

500,000 

39,542 

18,432 

6,913 

17,538 

*  Based  on  adjusted  gross  income  for  1988,  when  consumer  interest  was  40%  deductible 
vs.  only  10%  deductible  for  1990 
**Can  include  related  items  such  as  transportation,  nursing-home  care  for  parents,  physi- 
cian-ordered installation  and  upkeep  of  a  swimming  pool,  elevator,  and  the  like 

DATA:  U  S  MASTER  TAX  GUIDE.  INTERNAL  REVENUE  SERVICE 


Thornton:  "The  key  is  wheth- 
er an  examining  revenue 
agent  will  believe  you." 

To  be  sure  that  your  car 
delivers  all  that's  coming  to 
you  in  the  way  of  write-offs, 
O'Connor  suggests  keeping 
track  of  auto-mileage  ex- 
penses that  the  family  runs 
up  for  medical  care,  too. 
They're  deductible  at  9$  a 
mile,  but  only  when  you  can 
add  them  to  total  uninsured 
medical  bills  that  exceed  the 
deductibility  threshold,  7.5% 
of  AGI. 

close  watch.  Taking  care 
with  each  1099  Form  is  in- 
creasingly critical  to  avoiding 
future  hassles  with  the  IRS, 
cautions  Gerald  Portney  of 
accountants  kpmg  Peat  Mar 
wick.  Although  "it  will  take 
over  a  year"  for  the  IRS  to  get 
to  it,  the  agency  now  is  com- 
puter-matching nearly  all  divi- 
dend and  interest  reports 
from  banks,  brokers,  and 
companies  with  the  amounts 
and  names  entered  on  1040s. 
Forgetting  one  of  those  flim- 
sy forms  can  subject  you  to 
much  stiffer  penalties  than  a 
few  years  ago,  he  adds. 

Don't  leave  out  any  Social 
Security  numbers,  either. 
Even  your  two-year-old's 
number  must  show  on  a  1990 
return,  or  the  IRS  could  fine 
you  $50.  So  far,  it  has  limited 
itself  to  gentle  letters,  says 
spokesman  Henry  Holmes, 
but  the  option  of  getting 
tough  is  still  open.  And  close- 
ly review  what  your  preparer 
produces  before  you  sign.  The 
IRS  holds  the  taxpayer  respon- 
sible for  his  or  her  return — 
even  if  it  was  a  busy  pro  who 
made  an  error.  D.  J. 
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I  LEARNED  TO  TALK 
AGAIN. 
♦ 


AGAIN. 
♦ 


Jim  Brady,  former  White  House  Press  Secretary, 
Vice  Chairman,  N.O.D 


But  I  won't  succeed 

IN  MY  NEXT  CHALLENGE 
WITHOUT  YOUR  HELP. 


The  National  Organization  on  Disability 
and  Business  Week  salute  the  CEOs  on 
the  Disability  2000 -CEO  Council. 


That  challenge  is  to  increase  the 
acceptance,  dignity  and  participa- 
tion of  America's  largest  minority, 
more  than  40  million  fellow  citizens 
with  disabilities.  A  group  whose 
number  I  never  expected  to  be 
among,  but  a  bullet  meant  for 
President  Reagan  changed  that  in 
one  second.  Now,  as  Vice  Chairman 
of  N  O  D.,  I'm  calling  on  America 
to  increase  the  participation  of  all 
disabled  persons,  especially  in  the 
work  force.  I'm  being  helped  by 
America's  top  CEOs,  the  members 
of  the  Disability  2000 -CEO 
Council  (see  below)   Their  goal: 
employment  of  4  million  more 
disabled  persons  by  the  year  2000. 

For  additional  information,  contact 
Frank  Rocco,  Executive  Director, 
Disability  2000-  CEO  Council, 
c/o  The  National  Organization  on 
Disability,  910  16th  Street,  N.W., 
Washington,  D  C.  20006. 
Telephone:  (202)  293-5960. 


Russell  G.  Redenbaugh  •  Action  Technologies,  Inc. 

William  J.  Alley  •  American  Brands,  Inc. 

Willis  White,  Jr.  •  American  Electric  Power  Service  Corp. 

James  D  Robinson  111  •  American  Express  Company 

Maurice  R  Greenberg  •  American  International  Group  Inc. 

William  L.  Weiss  •  Ameritech 

H.  A.  Mclnnes  *  AMP  incorporated 

Richard  M.  DeVos  •  Amway  Corporation 

August  A  Busch  III  •  Anheuser-Busch  Companies,  Inc. 

Dwayne  O.  Andreas  •  Archer  Daniels  Midland  Co. 

Thomas  F.  McLarty  III  •  ARKLA,  Inc. 

Thomas  Marshall  •  Aristech  Chemical  Corporation 

Alan  D.  Weinberger  ♦  The  ASCII  Group,  Inc. 

Robert  E.  Allen  •  AT&T 

Raymond  W.  Smith  •  Bell  Atlantic 

John  W.  Patten  •  Business  Week 

George  Chall  •  The  Chall  Group  Inc. 

Walter  R.  Young,  jr.  •  Champion  Enterprises,  Inc. 

lames  A.  Hagen  •  CONRAIL 

Walter  J  Zable  •  Cubic  Corporation 

Peter  H,  Forster  •  Dayton  Power  and  Light  Company 

William  W  Berry  •  Dominion  Resources,  Inc. 

John  R.  Walter  •  R.  R.  Donnelly  &  Sons  Company 

Stephen  L.  Feinberg  •  Dorsar  Industries 

Randall  L  Clark  •  Dunlop  Tire  Corporation 

Kay  R.Whitmore  •  Eastman  Kodak  Company 

Dennis  J.  Gormley  •  Federal-Mogul  Corporation 

Ronald  W  Haddock  •  Fina  Oil  &  Chemical  Company 

A.  Robert  Abboud  •  First  City  Bancorp  of  Texas 

Edward  M  Carson  •  First  Interstate  Bancorp 

E.  Dean  Werries  •  Fleming  Companies,  Inc. 

A.  L.  Ueltschi  •  Flight  Safety  International 

G  Kirk  Raab  •  Genentech,  Inc. 


Standley  H.  Hoch  •  General  Public  Utilities 

Ernest  Mario,  Ph.D.  •  Glaxo,  Inc. 

David  W  Grainger  •  W.  W.  Grainger 

David  H  Watts  •  Granite  Construction  Company 

Russell  Banks  •  Grow  Group,  Inc. 

John  Hartley  •  Harris  Corporation 

Jerrv  L  Morgensen  •  Hensel  Phelps  Construction  Co. 

Philip  E.  Beekman  •  Hook-SupeRx,  Inc. 

Ted  Black  •  Ingersoll-Rand 

[ohn  A  Georges  •  International  Paper 

John  E  Hayes  •  KPL  Gas  Service 

Robert  W  Murdoch  •  Lafarge  Corporation 

Ian  M  Rolland  •  Lincoln  National  Corporation 

Harry  A  Merlo  •  Louisiana-Pacific 

Raymond  A  Hay  •  The  LTV  Corporation 

John  F.  McGillicuddy  •  Manufacturers  Hanover  Corp. 

Norman  R.  Augustine  •  Martin  Marietta  Corporation 

Joseph  L  Dionne  •  McGraw-Hill,  Inc. 

William  J.  McGowan  •  MCI  Corporation 

Joseph  D  Mathewson  *  Mid-America  National  Bank 

Richard  K.  Earner  •  National  Medical  Enterprises 

James  C.  Cotting  •  Navistar  International  Corporation 

Lowell  C  Anderson  •  N.  American  Life  and  Casualty  Co. 

Kent  Kresa  •  Northrop  Corporation 

Raymond  J  Noorda  •  Novell,  Inc. 

Alvin  N.  Lubetkin  •  Oshman's  Sporting  Goods 

Ray  W.  Judson  •  Parsons  Corporation 

William  R  Howell  •  J.  C.  Penney  Co.,  Inc. 

George  B  Harvey  •  Pitney  Bowes  Inc. 

Edward  F  Mitchell  •  Potomac  Electric  Power  Company 

Vincent  A  Sarin  •  PPG  Industries,  Inc. 

lohn  T.  Ackerman  •  Public  Service  Co.  of  New  Mexico 

Michael  I   Rosi  •  Michael  I   Rose  Companies 


Donald  W  Bnnckman  •  Safety-Kleen  Corporation 

Charles  R.  Schwab  •  Charles  Schwab  &  Co.,  Inc. 

Edgar  M  Bronfman  •  Joseph  E.  Seagram  &  Sons,  Inc. 

Mercedese  M.  Miller  •  SERD/BTS 

OttoSilha  •  Silha  Associates 

Ronald  L  Kuehn,  Jr  •  SONAT  Inc. 

Jerre  L.  Stead  •  Square  D  Company 

Martin  F.  C  Emmett  •  Tambrands  Inc. 

Beverly  F  Dolan  •  Textron  Inc. 

Thomas  D.  O'Malley  •  Tosco 

David  C  Carpenter  •  Transamerica  Occidental  Life 

George  S  Slocum  •  Transco  Energy  Company 

Edward  H  Budd  *  The  Travelers  Corporation 

John  H.  Tyson  •  Tyson  Foods  Vendor  Corporation 

Drew  Lewis  •  Union  Pacific  Corporation 

William  T  Esrey  •  United  Telecommunications  Corp. 

J.  Darrell  Kelley  •  United  Telephone  Company  of  Ohio 

Charles  A  Corry  •  USX  Corporation 

Joseph  D  Williams  •  Warner  Lambert  Company 


OTHER  COUNCIL  SUPPORTERS: 
AMAX,  Inc. 
AVNET,  Inc. 

The  Dun  &  Bradstreet  Corporation 

First  National  Bank  of  Clearwater 

The  Gillette  Company 

Mercantile  Stores  Company 

United  Research 

The  Upjohn  Company 

Time  Warner  Inc. 

Westinghouse  Electric  Corporation 


NATIONAL  ORGANIZATION  ON 

DISABILITY 


ersonal  Business 


Software 


TAX  EXPERTISE 
AT  YOUR 
FINGERTIPS 


The  ink  on  tax  attorney 
Daniel  Caine's  Harvard 
diploma  was  barely  dry 
when  he  decided,  five  years 
ago,  to  take  down  his  shingle 
and  concentrate  on  developing 
a  new  kind  of  computer  pro- 


gram. It  would  simplify  tax- 
time  chores  by  putting  a  tax 
adviser — in  the  form  of  a  so- 
called  expert  system  with 
built-in  tax  smarts — at  the 
beck  and  call  of  any  taxpayer 
with  an  IBM-type  PC. 

The  result  was  Ask  Dan 
About  Your  Taxes.  Unveiled 
in  early  1988,  Ask  Dan  set  a 
new  standard  in  tax-prepara- 
tion software.  Its  valuable  tax 
advice,  written  in  conversa- 
tional English,  made  tax  soft- 
ware more  than  just  a  series 
of  spreadsheets  resembling 
IRS  forms.  Several  rival  pro- 
grams are  striving  to  mea- 
sure up.  But  they  aren't  there 


yet.  Caine's  ongoing  work — 
called  TaxCut  since  Meca 
Software  licensed  the  market- 
ing rights  in  1989 — remains 
one  of  a  kind.  If  you're  shop- 
ping for  your  first  tax-prep 
software,  look  no  further. 


TaxCut's  only  major  draw- 
back is  a  paucity  of  optional 
companion  programs  that 
pluck  data  from  your  federal 
return  to  fill  out  a  state  tax 
return  automatically.  Meca  of- 
fers just  10  such  programs, 
covering  the  more  populous 
states.  If  you  live  in  some  oth- 
er state  and  must  have  a 
state  tax  program,  your  top 
choice  by  far  is  TurboTax,  the 
perennial  best-seller  from 
ChipSoft.  It  has  extra-cost 
software  for  every  state  that 
imposes  an  income  tax. 
catching  up.  While  TaxCut 
and  TurboTax  stand  out  over 
all  other  tax-prep  software, 
their  advantages  may  not  be 
so  clear-cut  next  year.  Sever- 
al other  programs  show  sub- 
stantial improvements:  Espe- 
cially notable  are  Sylvia 
Porter's  RapidTax  from  Dac- 
Easy,  and  for  extremely  bud- 
get-conscious taxpayers,  Par- 
sons Technology's  Personal 
Tax  Preparer.  Both  seem  to 
have  taken  a  lesson  from  the 
features  that  make  TaxCut  so 
easy  to  use. 

RapidTax  has  a  couple  of 
things  going  for  it.  One  is 
a  "regional"  state  tax 
module,  with  programs 
that  handle  returns 
for  several  adjacent 
states.  This  should 
be  handy  for  com- 
muters who  work 
in  one  state  and 
live  in  another. 
Also,  RapidTax 
will  take  a  joint  federal  return 
and  split  it  into  two  separate 
individual  returns  to  see  if 
that  will  save  a  few  bucks. 

Personal  Tax  Preparer  is 
much  cheaper  than  the  oth- 
ers—$50  list,  vs.  $75  for  Tur- 
boTax to  $90  for  TaxCut.  Dis- 
counters peddle  TaxCut  and 
TurboTax  for  around  $50,  the 
Parson's  program  for  about 
$30.  Parson's  program  neatly 
imports  data  from  Parson's 
MoneyCounts  home-finance 
program,  which  can  eliminate 
a  lot  of  keyboarding.  Its  only 
equal  in  this  regard  is  Tax- 
Cut,  which  can  extract  infor- 
mation wholesale  from  Meca's 
Managing  Your  Money.  Virtu- 
ally all  tax-prep  programs  will 
pluck  data  from  Quicken,  the 
most  popular  home-finance 
package,  but  the  process  can 


get  tedious:  Usually,  the  num- 
bers must  be  transferred  one 
at  a  time. 

MacInTax,  which  runs  un- 
der the  Windows  3.0  operat- 
ing environment 
and  offers 


true-to-life  on-screen  images 
of  IRS  forms,  also  has  been 
spiffed  up  by  Softview.  Last 
year's  molasses  pace  is  notice- 
ably quicker,  although  still 
sluggish  next  to  TaxCut  and 
TurboTax.  And  this  year's 
J.  K.  Lasser's  Your  Income 
Tax,  which  comes  with  a 
500-page  tax  guide  of  the 
same  name,  is  far  friendlier. 
When  you're  in  doubt  and 
press  the  "help"  key, 
not  only  does  an  ex- 
planatory window 
pop  up  but  there's 
also  often  a  cross-ref- 
erence to  the  book. 
As  improved  as  the 
second-tier  pro- 
grams are,  Turbo- 
Tax has  been  up- 
graded even  more. 
And  if  imitation  is 
the  highest  form  of  flattery, 
TaxCut  gets  high  praise  in- 
deed from  TurboTax:  The  pro- 
gram now  dispenses  plain-En- 
glish instructions  in  addition 
to  regurgitating  IRS  legalese. 
Conversely,  TaxCut  has  added 
the  IRS  instructions  for  those 
who  want  to  double-check  the 
expert  system's  advice. 
hotline.  TurboTax's  changes 
are  hardly  limited  to  TaxCut 
imitations.  For  example,  after 
you  polish  off  one  operation, 
the  screen  flashes  the  "logical 
next  step."  And  while  Turbo- 
Tax's  help  features  aren't  as 
friendly  and  comprehensive 
as  TaxCut's  or  RapidTax's, 
ChipSoft  makes  up  for  that 
via  its  customer-service  tele- 
phone reps.  The  company  has 
just  installed  a  million-dollar 
telephone  system  that  is  able 


to  handle 
more  than 
6,000   calls  a 
day.   During  tax  time,  it' 
even  staffed  on  weekends. 

For  deeper  insights  intl 
tax-prep  programs,  check  th< 
Feb.  26  and  Mar.  12  issue? 
of  PC  Magazine.  There 
Laura  Lou  Meadows'; 
a  Harvard-trained  tai 
attorney,  reports  on  some  oh 
scure  idiosyncrasies  she  ur| 
covered  while  testing  eigh 
programs.  One  example  cor* 
cerns  the  limits  on  tax-shelte 
deductions,  which  are  report 
ed  on  Form  8582.  J.  id' 
Lasser's  program  won't  calcu 
late  this  limit,  but  at  least  v 
tells  you  so.  Timeworks  Inc.'^i 
Swiftax,  on  the  other  hand 
tries  to  fill  out  Form  8582,  bu 
it  either  goofs  or  bombs. 

Overall,  the  big  news  i: 
that  Dan  Caine's  fresh  ap 
proach  is  catching  on.  Th 
major  contenders  are  converg 
ing  on  TaxCut,  narrowing 
what  was  once  a  wide  gap.  I 
you  learned  to  use  one  las 
year,  there's  probably  little  U 
gain  by  switching.  But  for  s 
first-time  user,  TaxCut  is  th<,i 
top  choice.  Otis  Po 


Worth  Noting 


■  MOONLIGHTING  TAX.  Fo 

1991  salaries  up  to  $125,000 
any  sideline  income  will  b 
subject  to  the  2.9%  medican 
part  of  the  Social  Security 
self-employment  tax,  warns 
Prentice-Hall's  Tax  Bulletin 
Until  now,  withholding  up  txj 
a  single  wage  base  ($51,30( 
for  1990)  spared  you  furthej 
Social  Security  tax. 

■  night  shift.  Filing  elec 
tronically  will  not  necessar 
ily  speed  up  your  refund — i: 
you  do  it  on  a  Wednesday 
The  IRS  batches  returns  foi 
refund  processing  only  a 
midnight  on  Tuesdays,  say; 
the  Research  Institute  o: 
America. 


■  Don't  follow  the  general 
tax  hints  in  this  or  any  oth- 
er publication  without  get- 
ting advice  from  a  profes- 
sional on  how  the  rules 
might  apply  to  your  specif- 
ic situation. 
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1  7  

27 
million 
Americans 
can't  read. 
And  guess 
who  pays 

the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back... by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 
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n  ideal  relationship  is  one 
that  is  mutually  rewarding. 

At  Mitel,  we  understand 
that  you  rely  on  us  to  take  care  of 
the  tools  of  communication, 
so  you  can  concentrate 
on  using  them. 

AN  IDEAL 
RELATIONSHIP 
BENEFITS  BOTH 
PARTIES. 

It's  a  philosophy  that 
has  won  us  the  highest  overall 
customer  satisfaction  rating 
in  Nonh  America. 

It's  good  business  for  us. 
Good  business  for  you. 


I 


«*• 


i 


© 


MITEL 


I 


For  more  Information  call 
1-800-MITEL  SX 
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nvestment  Figures  of  the  Wee 


IMMENTARY 

ctory  on  the  battlefield  did  not 
inslate  into  triumph  in  the  mar- 
ts until  Feb.  27,  when  the  Dow 
nes  industrial  average  gained 
i  points.  The  market  had  de- 
ned  during  the  previous  four 
iys,  as  investors  focused  instead 

the  economy.  Interest  rates 
>ved  higher.  However,  the  blue- 
ip  stocks  in  the  Dow  were  out- 
iced  by  broader  market  indexes, 
id  small-capitalization  stocks 
ntinued  to  gain.  Gold  mining 
ares,  and  the  mutual  funds  own- 
3  them,  trailed  badly. 


STOCKS 

Feb.       Aug.  Feb. 


500 

I  

52-week  change 
4  10.8% 


Feb.  21-27 


m 


i70 

367  74 


1  -week  change 
+  0.7% 


BONDS 

Feb.       Aug.        Feb.      Feb.  21-27 


Lehman  Brothers 
Treasury  Index 


52-week  change 
-3.5% 


1  -week  change 

-1.0% 


THE  DOLLAR 

Feb.       Aug.       Feb.      Feb.  21-27 


1300  80 


Jit 


J.  P.  Morgan 
Index 


52-week  change 
-8.4% 


1  -week  change 
+  0.7% 


MARKET  ANALYSIS 


%  change 


,  S.  STOCKS  Latest  Week  52-week 

)W  JONES  INDUSTRIALS                  2889.1             -0.3  10.0 

G  COMPANIES  (Russell  1000)           191.5             0.7  10.4 

AALL  COMPANIES  (Russell  2000)        158.4             19  0.5 

.L  COMPANIES  (Russell  3000)            203.0              0.7  9.8 

%  change  (local  currency) 

)REIGN  STOCKS  latest  Week  52-week 

IND0N  (FINANCIAL  TIMES  100)         2348.0              2.2  4.1 

>KY0  (NIKKEI  INDEX)                   26,094.3            -0.4  -24.6 

IR0NT0  (TSE  COMPOSITE)               3445.1            -14  -6.6 


FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

6.2% 

6. 1  % 

8.0% 

30-YEAR  TREASURY  BOND  YIELD 

8.1  % 

8.0% 

8.5% 

S&P  500  DIVIDEND  YIELD 

3.3% 

3.3% 

3.2% 

S&P  500  PRICE/EARNINGS  RATIO 

16.9 

16.8 

14.4 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

324.9 
77.9% 
0.37 
1.15 

323.0 
78.9% 
0.31 
1.12 

Positive 
Neutral 
Neutral 
Positive 

INDUSTRY  GROUPS 


BRIDGE  INFORMATION  SYSTEMS  INC. 


%  change  %  change 

>UR-WEEK  LEADERS  4-week        52-week  Strongest  stock  in  group  4-week        52-week  Price 


HOTELS  AND  MOTELS 

30.0 

-40.3 

MARRIOTT 

47.1 

-43.4 

16 

TOYS 

24.1 

25.3 

TONKA 

48.6 

-39.5 

6V2 

GAMING 

23.7 

15.1 

CIRCUS  CIRCUS  ENTERPRISES 

25.6 

33.3 

62V2 

ENGINEERING  AND  CONSTRUCTION 

22.6 

18.0 

MORRISON  KNUDSEN 

26.2 

2.8 

54  Va 

PERSONAL  LOANS 

21.7 

1.0 

HOUSEHOLD  INTERNATIONAL 

27.3 

-3.7 

45V2 

»UR-WEEK  LAGGARDS 

% 

4-week 

change 
52 

-week 

Weakest  stock  in  group 

% 

4- week 

change 
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U.  S.  stocks 
$11,090 

-1.78% 


llll 


Money  market  fund 
$10,661 

+  0.13% 


Foreign  stocks 
$9,666 

-0. 1 1  % 
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$8,639 

-1.48% 
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Editorials  1 

THE  PEACETIME  BATTLE  1 

IN  THE  GULF 

■i^resident  Bush  has  emerged  from  the  Persian  Gulf 
H^crisis  covered  with  glory.  He  deserves  warm  praise 
for  his  unwavering  insistence  that  Saddam  Hussein's 
aggression  posed  a  threat  to  world  peace  and  for  his  skill  in 
assembling  the  multinational  alliance  that  evicted  Saddam's 
army  from  Kuwait. 

With  this  personal  triumph,  George  Bush  steps  out  of  the 
shadow  of  Ronald  Reagan  and  becomes  an  international 
statesman  of  formidable  stature.  And  that  is  all  to  the  good, 
because  now  comes  the  hard  part.  The  President  will  need 
all  his  skill  to  convert  the  military  victory  into  a  just  and 
lasting  peace  (page  24). 

In  the  Mideast  itself,  the  war  has  unleashed  passion  and 
hatred.  The  Arab  masses  see  the  conflict  as  another  attempt 
by  the  colonial  West  to  impose  its  will  on  their  region — a 
view  widely  shared  by  followers  of  Islam  around  the  world. 

It  will  take  subtlety  to  stabilize  such  an  inflamed  situa- 
tion. It  is  probably  too  much  to  expect  the  Middle  East  to 
move  swiftly  toward  tranquility  and  some  semblance  of 
democracy.  But  those  must  be  our  goals.  Iraq  must  be 
neutralized  so  that  it  is  never  again  a  nuclear  or  chemical 
disaster  waiting  to  happen.  And  we  must  work  to  ensure 
that  another  Saddam  doesn't  emerge  in  Syria  or  Iran  to 
move  into  the  power  vacuum  created  by  Baghdad's  collapse. 

One  source  of  regional  disaffection  is  widespread  resent- 
ment of  the  fabulously  rich  monarchies  in  Saudi  Arabia  and 
Kuwait.  The  Arab  masses  detest  the  al-Sabah  family  princes 
in  Kuwait  and  the  al-Saud  royal  family  in  Saudi  Arabia. 
Having  just  bailed  these  families  out,  President  Bush  has 
the  clout  to  prod  them  toward  democracy. 

The  gulf  fighting  shows  the  self-destructiveness  of  the 
international  arms  trade.  Saddam  armed  Iraq  with  hardware 

purchased  from  the  West  as  well  as  from  the  Kremlin.  Anc 
it  is  an  ominous  sign  that  Moscow  is  beginning  arms  sales  to 
the  Iranians.  The  alliance  partners  need  to  thrash  out  arra 
agreement  to  curtail  arms  sales  in  the  region  and  must  fine1 
some  way  to  get  the  Kremlin  to  go  along. 

The  Soviet  sales  to  Tehran  are  disturbing  in  other  ways! 
The  alliance's  triumphs  would  have  been  impossible  without 
the  entente  that  Bush  forged  with  President  Gorbachev : 
And  it  was  only  by  getting  Gorbachev's  acquiescence  that 
Bush  was  able  to  assemble  some  550,000  troops  on  the 
Soviet  Union's  southern  flank.  The  ambiguous  Soviet  efforts 
to  broker  a  cease-fire  show  that  the  Kremlin  was  jumpy.  The 
U.  S.  should  close  the  rift  by  bringing  American  grounc 
troops  home  quickly,  leaving  peacekeeping  to  U.  N. -spon- 
sored forces. 

There  remains  the  stubborn  Palestinian  question.  The  Pal- 
estine Liberation  Organization,  by  its  zeal  for  Saddam,  has 
lost  its  credibility  as  the  sole  voice  for  Palestinian  aspira- 
tions. This  opens  up  fresh  avenues  for  coming  to  grips  witr 
the  valid  grievances  of  Palestine  Arabs.  The  Saudis  anc 
Kuwaitis,  as  well  as  the  Syrians  and  Egyptians,  must  be 
persuaded  to  help  restart  a  dialogue.  The  Israelis,  for  the 
same  reason,  must  do  their  part. 

Now,  with  the  war  winding  down  and  his  domestic  politij 
cal  prestige  sky-high,  George  Bush  has  a  challenge  at  home 
too.  There  are  all  sorts  of  things  wrong  in  this  country:  twir; 
deficits,  lack  of  competitiveness,  the  absence  of  a  cohesive 
energy  policy,  limited  opportunity  for  minorities.  We'd  love 
to  see  him  shake  free  from  the  challenges  of  the  internation 
al  arena  to  tackle  some  of  the  pressing  economic  and  social 
problems  facing  this  nation.  If  he  does  that,  he  can  be  a 
great  President. 

THE  FED  SHOULD  SHARPEN  ITS  AX 

■■■lie  Federal  Reserve  Board  has  been  nibbling  around 
H  the  edges  of  the  economy's  problems  long  enough.  The 
HI  country's  economic  troubles  run  much  deeper  than  the 
gulf  war's  downbeat  impact  on  consumer  psychology.  Peace 
will  do  little  to  relieve  the  financial  strains  on  consumers  and 
businesses  (page  32).  If  the  central  bank  is  serious  about 
economic  recovery,  it  must  cut  interest  rates  much  further 
or  take  more  direct  actions  to  stimulate  the  growth  of  bank 
reserves,  the  raw  material  of  money  and  credit. 

The  evidence  doesn't  support  the  popular  view  that  the 
Fed  has  eased  policy  aggressively.  During  the  past  four 
months,  the  Fed  has  cut  the  federal  funds  rate — the  cost  of 
interbank  funds — by  two  percentage  points,  a  drop  of  about 
25%.  In  the  previous  four  recessions,  the  rate  has  fallen  an 
average  of  55%.  Moreover,  the  recent  cuts  have  been  largely 
in  tandem  with  market  forces,  not  an  overt  effort  to  get 
interest  rates  lower.  The  Fed's  two  cuts  in  the  discount  rate, 

totaling  one  percentage  point,  have  been  meaningless  except 
to  keep  the  rate  in  line  with  that  for  federal  funds. 

These  moves,  including  the  Fed's  December  cut  in  the 
reserve  requirement,  have  not  boosted  overall  reserves.  Re 
serves  haven't  grown  since  1987,  which  explains  the  ongoing 
slowdown  in  the  money  supply.  Recent  weekly  gains  ir 
broad  money  measures  have  been  in  currency  and  money- 
market  funds.  These  components  have  little  to  do  with  cus- 1 
tomers'  desire  to  borrow  or  banks'  willingness  to  lend.  Sim- ; 
ply  put,  neither  the  economy  nor  the  banks  can  recover  until 
the  consumer-related  components  of  money  growth  pick  up 

Targeting  reserve  growth  directly  would  assure  a  pickup 
in  money  and  credit.  But  if  the  Fed  has  chosen  to  work  its 
policy  magic  through  the  federal  funds  rate,  then  further! 
cuts  are  needed  to  spur  bank  lending  and  consumer  borrow 
ing.  Moreover,  lower  oil  prices,  which  brighten  the  inflation 
outlook,  create  the  right  climate  for  the  Fed  to  cut  further 
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A  LOT  Of  TIRES  COST  I 

THAT'S  BECAUS 


To  everyone  out  there  looking  to  save  a  few 
dollars  on  a  set  of  tires,  let's  not  mince  words. 
You  buy  cheap,  you  get  cheap. 

There  may  be  a  lot  of  tires  out  there  that 
cost  less  than  a  Michelin. 

The  only  question  is,  what  do  you  have  to 
give  up  if  you  buy  one? 

Do  they  handle  like  a  Michelin? 

Do  they  last  like  a  Michelin? 

Are  they  as  reliable  as  a  Michelin? 

Then  ask  yourself  this:  Do  you  really  want 
to  find  out? 

At  Michelin,  we  make  only  one  kind  of  tire. 

The  very  best  we  know  how. 

Because  the  way  we  see  it,  the  last  place  a 
compromise  belongs  is  on  your  car. 

As  a  matter  of  fact,  we're  so  obsessed  with 
quality  we  make  the  steel  cables  that  go 
into  our  steel-belted  radials. 

We  even  make  many  of  the  machines 
that  make  and  test  Michelin  tires. 

And  our  quality  control  checks  are  so 


exhaustive  that  they  even  include  x-rays 

These  and  hundreds  of  other  details,  big  and 
small  (details  that  may  seem  inconsequential 
to  others),  make  sure  that  when  you  put  a  set  | 
of  Michelin  tires  on  your  car,  you  get  all  the 
mileage  Michelin  is  famous  for. 

True,  there  may  be  cheaper  tires.  But  if  they 
don't  last  like  a  Michelin,  are  they  really  less 
expensive? 

So  the  next  time  someone  tries  to  save 
you  a  few  dollars  on  a  tire,  tell  him 
this:  It's  not  how  much  you 
pay  that  counts.  It's  what 
you  get  for  your  money. 

And  then  he'll  know 
that  you  know  that  there's 
only  one  reason  a  tire 
costs  less  than  a  Michelin. 
It  deserves  to. 

MICHELIN 

BECAUSE  SO  MUCH  IS  RIDING 
ON  YOUR  TIRES.1 
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The  production  index  declined  a  bit  during  the  week  ended  Feb.  23.  On  a 
seasonally  adjusted  basis,  truck  and  auto  output  surged,  and  crude-oil  refining  and 
steel  production  increased  as  well.  Lumber,  rail -freight  traffic,  coal,  and  electric 
power  output  were  down.  Data  on  paper  and  paperboard  production  were  unavail- 
able for  the  latest  week.  Before  calculation  of  the  four-week  moving  average,  the 
index  was  unchanged  at  173.9. 

BW  production  index  copyright  1991  by  McGraw-Hill  Inc 


The  leading  index  dropped  slightly  for  the  week  ended  Feb.  23.  Only  a  pickup 
in  M2  growth  gave  a  positive  signal  for  future  economic  activity.  On  the  negative 
side  were  lower  stock  prices,  higher  bond  yields,  a  decline  in  materials  prices,  slower 
growth  in  real  estate  loans,  and  an  increase  in  the  number  of  business  failures. 
Before  calculation  of  the  four-week  moving  average,  the  index  was  unchanged  from 
215.3  in  the  previous  week. 

Leading  index  copyright  1991  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 

■ 

LEADING  INDICATORS 

Latest 
week 

Week 
ago 

X  Change 
year  ago 

STEEL  (3/2)  thous.  of  net  tons 

1,635 

1.603 

1  5  2 

AUTOS  (3/2)  units 

105,094 

1  19  909,  = 

-20.0 

TRUCKS  (3/2)  units 

54,254 

66,065r  = 

-34.0 

ELECTRIC  POWER  (3/2)  millions  of  kilowatt-hours 

54,462 

54,560  = 

1  2 

CRUDE-OIL  REFINING  (3/2)  thous.  of  bbl./doy 

13,193 

]  3   1  39.  :: 

0  9 

COAL  (2/23)  thous.  of  net  tons 

20,773  = 

20,555 

2  3 

PAPERBOARD  (2/23)  thous.  of  tons 

NAff 

776.2 

NA 

PAPER  (2/23)  thous.  of  tons 

NA# 

775.0 

NA 

LUMBER  (2/23)  millions  of  ft. 

482.9  = 

490.8 

-5.5 

RAIL  FREIGHT  (2/23)  billions  of  ton-miles 

19.4  = 

19.8 

0  0 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edi 
icon  Petroleum  Inst  ,  Energy  Dept.,  American  Paper  Inst,,  WWPA1, 
American  Railroods. 

on  Electric  Inst.,  Amer- 
SFPA2,  Association  of 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (3/6) 

1  36 

132 

151 

GERMAN  MARK  (3/6) 

1  55 

1.52 

1.70 

BRITISH  POUND  (3/6) 

1  88 

1.91 

1.63 

FRENCH  FRANC  (3/6) 

5.26 

5.18 

5  7  5 

CANADIAN  DOLLAR  (3/6) 

1.16 

1.15 

1.18 

SWISS  FRANC  (3/6) 

1.35 

1.32 

1.51 

MEXICAN  PESO  (3/6)3 

2,959 

2,958 

2,752 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U  S.  dollar,  except  for 
British  pound  expressed  in  dollars. 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (3/6)  $/troy  oz. 

366.200 

360.000 

-8.6 

STEEL  SCRAP  (3/5)  #  1  heavy,  $/ton 

102.00 

104  00 

1.5 

FOODSTUFFS  (3/4)  index,  1967:=  100 

211.1 

206.6 

-2.5 

COPPER  (3/2)  c/lb. 

1 18.3 

1 16.0 

-0  8 

ALUMINUM  (3/2)  o/lb. 

70.5 

69.1 

2.5 

WHEAT  (3/2)  #  2  hard,  $/bu. 

2.82 

2.77 

-31.6 

COTTON  (3/2)  strict  low  middling  1-1/16  in.,  c/lb 

80.49 

79  49 

21  7 

Sources:  London  Wed.  final  setting,  Chicago  mkt  , 
Week,  Kansas  City  mkt.,  Memphis  mkt. 

Commodity  Re 

search  Burea 

j,  Metals 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (3/1)  S&P  500 

367.07 

366.29 

10.6 

CORPORATE  BOND  YIELD,  Aaa  (3/1) 

8.85% 

8.81  % 

-4.4 

INDUSTRIAL  MATERIALS  PRICES  (3/1) 

95.8 

96.2 

-6.4 

BUSINESS  FAILURES  (2/22) 

494 

442 

121.5 

REAL  ESTATE  LOANS  (2/20)  billions 

$401.1 

$400.5 

10.0 

MONEY  SUPPLY,  M2  (2/18)  billions 

$3,366.1 

$3,355.6r 

3.4 

INITIAL  CLAIMS,  UNEMPLOYMENT  (2/16)  thous 

488 

489 

34.8 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun  & 
Bradstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  season- 
ally adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 

Month 
ago 

%  Change 
year  ago 

C0NSTR.  SPENDING  (Jan.)  annual  rate,  billions 

$396.6 

$407.  lr 

-11.1 

NEW  HOME  SALES  (Jan.)  annual  rate,  thous. 

408 

465 

-34.9 

MANUFAQURERS'  INVENTORIES  (Jan  )  billions 

$374.9 

$374.9 

0.2 

MANUFACTURING  SHIPMENTS  (Jan.)  billions 

$231.4 

$231.5 

2  i 

Sources:  Census  Bureau,  Commerce  Dept. 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (2/18) 

$839.0 

$836.5r 

4  8 

BANKS'  BUSINESS  LOANS  (2/20) 

320.6 

319.8r 

-1.5 

FREE  RESERVES  (2/20) 

l,632r 

2,565r 

NM 

N0NFINANCIAL  COMMERCIAL  PAPER  (2/20) 

145.4 

147.9 

6.5 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves, 
a  two-week  period  in  millions). 

which  are  expressed  for 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (3/5) 

6.31  % 

6. 1 2  % 

8.28% 

PRIME  (3/6) 

8.75-9.00  8 

7  5  9  00 

10.00 

COMMERCIAL  PAPER  3-MONTH  (3/5) 

6.65 

6.60 

8  21 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/6) 

6.66 

6  70 

8.25 

EURODOLLAR  3-MONTH  (3/2) 

6.79 

6  38 

8.26 

Sources:  Federal  Reserve  Board,  First  Boston 


^  Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment. 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value         NA  =  Not  available         r  — revised         NM  =  Not  meaningful 
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BUSINESS  ISN'T  ALL 

THAT  THRIVES 
IN  FAIRFAX  COUNTY. 


When  you  move  your  company 
to  Fairfax  County,  there's  an  enor- 
mous return  on  investment  you  won't 
see  in  the  annual  report 

But  youll  hear  about  it  every 
night  after  work  if  you  have  a  family. 
Your  children  will  flourish  here. 

Public  schools  here  are  among 
the  nation's  best  Equipment  and 
facilities  are  the  latest,  and  a  signifi- 
cant percentage  of  teachers  hold 
advanced  degrees. 

Little  wonder,  then,  that  more 
than  90%  of  high  school  students 
in  the  Fairfax  County  system  go 


on  to  some  form  of  higher  education. 

Children  get  as  much  out  of  life 
after  school  as  during,  with  31,000 
acres  of  parks  in  which  to  play.  And 
with  the  museums  and  concert  halls 
of  Washington,  D.C.  minutes  away, 
they'll  grow  up  knowing  there's 
more  to  life  than  video  games  and 
Saturday  morning  cartoons. 

For  more  information  about  the 
wonders  of  childhood  and  adulthood 
in  Fairfax  County,  send  us  the  coupon. 

What  the  County  does  for 
your  kids  will  make  you  feel  like 
one  yourself. 


FAIRFAX  COUNTY, 
VIRGINIA 

Please  send  me  more  information  on  the  business 
advantages  of  Fairfax  County. 


Name_ 
Title 


Company. 

Adrln-xs  

City  

Phone  


State 


_Zip_ 


L 


Fairfax  County  Economic  Development  Authority, 
8300  Boone  Boulevard,  Suite  450,  Vienna,  Virginia  22182 
Telephone  (703)  790-0600.  Fax  (703)  893-1269. 
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EX    E    CUTIVE       PR  OGRAMS 


STANFORD  MEANS 
BUSINESS 


Stanford  Program  on  Managing  Innovation 

March  19-21,  1991 

Stanford  Financial  Seminar  for  Non-Financial  Managers 

April  17-19  and  November  5-7,  1991 

Stanford  Engineering  Executive  Program 

June  2 3- July  3,  1991 

Stanford  Program  in  the  Humanities 

July  12-21,  1991 

Stanford  Advanced  Management  College 

September  15-20,  1991 

Stanford  Program  on  Market  Strategy  for 
Technology-Based  Companies 

October  15-17,  1991 

Stanford  Program  on  Managing  Change  in 
Health  Care  Organizations 

November  12-14,  1991 


Call  or  write  for  more  information: 

Kern-  Cody,  Marketing  Director 
Stanford  Continuing  Education  Executive  Programs 
Bowman  Alumni  House 
Stanford,  CA  94305-4005 
Telephone:  (415)  723-2027 
FAX:  (415)  723-3145 

These  programs  are  sponsored  by  the  Stanford  Alumni  Association  and 
are  open  to  all  qualified  candidates.  A  degree  from  Stanford  is  not  a  prerequisite  for  enrollment. 


Executive  programs  with  the  intellectual  edge 


20,000 PHDS 


THE  0NIY 
REASON 


COUNTY  IS  A 
SMART 

MOVE. 


It  takes  no  genius  to  figure  out  that 
well-educated  employees  are  critical  to 
success  in  business.  In  and  around  Fairfax 
bounty,  youU  find  a  greater  concentration 
jf  them  than  anywhere  else. 

But  the  quality  of  the  people  who 
will  work  for  your  company  is  only  part  of 
why  you  should  consider  moving  here. 

Washington,  D.C.  is  right  next  door. 
And  many  companies,  including  Mobil, 
AT&T,  TRW,  EDS  and  Rockwell  Internation- 
al, capitalize  on  the  government's  need 
for  information  and  analysis. 

Washington  Dulles  International  Air- 
port, located  in  the  County,  offers  1,897  flights 
per  week  to  76  domestic  markets.  And  108 


flights  per  week  to  14  international  locations. 

The  State  of  Virginia  is  another  com- 
pelling reason  to  move  to  Fairfax  County.  A 
sense  of  fiscal  responsibility  and  sound  man- 
agement dominates  both,  the  County's  AAA 
bond  rating  being  a  perfect  case  in  point. 

And  perhaps  most  critical  to  the 
people  who  work  here  is  the  way  of  life  the 
County  offers.The  neighborhoods  are 
beautiful.  Public  parks  are  many  and 
inviting.The  school  system  is  one  of 
the  nation's  best. 

For  more  information,  call  us  or  send 
us  the  coupon. 

You'll  find  that  a  move  to  Fairfax 
County  is  smart,  if  not  downright  brilliant. 


FAIRFAX  COUNTY, 
VIRGINIA 

Please  send  me  more  information  on  the  business 
advantages  of  Fairfax  County. 


Name. 
Title 


Company. 
Address 

City  

Phone  


State 


_Zip_ 


Fairfax  County  Economic  Development  Authority, 
8300  Boone  Boulevard,  Suite  450,  Vienna,  Virginia  22182 
Telephone  (703)  790-0600.  Fax  (703)  893-1269. 
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A  Short  Quiz  for 
America's  Executives 

1.  Would  you  like  to  help  disadvantaged  young  people  get  an  education — 
and  a  job?  □  YES  DNO 

2.  Does  your  company  have  excess  inventory,  services  or  assets  that  could  be 
used  by  colleges?  □  YES      □  NO 


Educational 
Assistance  Ltd. 

For  more  information, 
contact: 

Peter  Roskam 
Executive  Director 
(708)  690-0010 
P.O.  Box  3021 
Glen  Ellyn,  IL  60138 


3.  Could  your  company  use  a  tax  deduction  for  qualified 
inventory  donations?  □  YES      □  NO 

If  so,  EAL's  College  Opportunity  Program  may  be  for  you. 
EAL  targets  talented  youngsters  before  they  enter  their 
freshman  year  of  high  school,  then  mentors  them  for  four 
years  until  they  graduate. 

How  does  it  work?  EAL  trades  your  excess  goods  and 
services  to  a  college  for  tuition  scholarships  in  your 
name.  And  the  students  could  intern  with  you  in 
the  summer  as  part  of  the  package.  When  they 
graduate  from  college,  you  are  the  first  in  line 
to  recruit  them. 

The  result?  You  get  a  tax  write-off  for  the 
donations.  And  the  kids  get  a  leg  up  with 
their  education.  Not  bad! 

Many  of  America's  top  corporations  are 
already  committed  to  EAL. 

Why  not  join  them? 


FAIRFAX  COUNTY. 
FUELED  BY  AN  INEXHAUSTIBLE 
SUPPLY  OF  WOM  ANPOWER, 
MANPOWER  AND  BRAINPOWER. 


So  who  is  working  for  the 
ny  successful  companies  located  in 
rfax  County?  America's  best-edu- 
ed  work  force,  that's  who. 

Companies  here,  such  as 
:kweH  International.  EDS,  TRW  and 
&T  tap  the  largest  pool  of  PhDs  in 
;  country,  more  than  20,000  strong, 
d  96*-  of  all  adults  in  the  County 
ve  high  school  degrees,  while  55* 
re  graduated  from  college. 

Many  more  continue  their  edu- 
ion  at  George  Mason  University  or 
3  of  five  coTnmunity  college  campuses 
nearea. 


Importantly,  many  of  these 
minds  are  grown  right  here  in  one  of 
the  nation's  best  public  school  systems. 

Over  90'*  of  these  graduates 
chose  to  continue  their  education, 
with  over  5,000  of  them  doing  so  here 
in  Virginia. 

And  on  it  goes.  The  best  and 
brightest  thrive  and  find  it  impossible 
to  think  of  leaving. 

If  you  find  yourself  attracted 
by  this  type  of  environment,  send  us 
the  coupon.  And  well  do  eventhing 
in  our  power  to  convince  you  to  move 
your  company  here. 


FAIRFAX  COUNTY, 
VIRGINIA 

Please  send  me  more  information  on  the  business 
advantages  of  Fairfax  County. 


Name  

Title  

C  j— par.;. 

City  

Phone 


Fairfax  County  Economic  Deveopment  Authority, 
8300  Boone  Boulevard.  5ur.e  tV..  Tvxsjl  ■~:r;r_-ua 221*2. 
Telephone  Cl(&)  7904600.  Fax  f7CSj  *&3-126&.  ^,1 
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LONG  TERM  SUPPORT  FOR  YOUR  BUSINESS. 


The  Long-Term  Credit  Bank  of  Japan  offers 
advice  to  help  your  business  grow.  We'll 
give  you  constant  backing,  and,  when 
you're  ready,  we'll  show  you  how  to  branch 
into  new  areas,  too.  What's  more,  with  our 
support,  you'll  continue  to  flourish. 

We  were  established  in  1952  to  ensure  a 
steady  flow  of  long-term  funds  for  industrial 


growth.  Today  we're  one  of  the  world's  top 
20  wholesale  banks.  This  is  the  reward  for 
our  belief  in  following  our  client's  business 
through  from  start  to  finish;  for  making 
sure  your  plans  are  successfully  realized. 

We  specialize  in  Long-Term  Corporate 
Financing  and  Merchant  Banking  Services 
such  as  Project  Finance,  Mergers  and 


Acquisitions,  Leasing  and  Investment 
Advisory  Services,  as  well  as  a  full  range 
of  additional  Banking  Services.  We  also 
have  over  60  offices  worldwide,  which 
means  we  can  offer  you  both  global  and 
local  support. 

So,  if  you  want  to  see  your  business  grow 
bigger  and  stronger,  why  not  try  LTCB? 


©ITCB 

The  Long-Term  Credit  Bank  of  Japan,  Limited 

Branches  and  Agency:  New  York  (212)  335-4400,  Chicago  (312)  704-1700,  Los  Angeles  (213)  629-5777 
Representative  Office:  Toronto  (416)  865-0711,  Atlanta  (404)  659-7210,  Dallas  (214)  969-5352 
LTCB  Trust  Company  (212)  335-4900,  Greenwich  Capital  Markets,  Inc  (203)  625-2700,  Capstar  Partners,  Inc.  (212)  339-4200 
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The  #1  Business  Magazine 
...the  #1  Business  Book  dub 


"We're  proud  to  bring  our 
'eaders  a  new  way  to  keep 
oace  with  today's  rapidly 
changing  business  climate." 
-  John  W.  Patten,  Publisher 
Business  Week 


Move  up  with  the  help  of  those  who've  already 
made  it.  The  hands-on  experience  these  suc- 
cessful business  people  share  in  their  books  is 
the  knowledge  that  can  help  lead  you  toward  a 
richer  and  more  satisfying  career.  So  why  not 
order  your  first  three  books  today?  With  our 
guarantee  of  satisfaction,  you  have  nothing  to 
lose.  But  you  do  have  a  richer  and  more  satisfy- 
ing career  to  gain. 


Choose  any 
books 
for  just 


BusinessWeek 


BOOK  CLUB 


Your  Partner  for 
Career  Success 


4004  $59.95 
Counts  as  2 


•  How  ropT 
leave  S 
Your  job! 

Business  4i 

Cd.  PETERSON 


10028  $21.50 


Starting 
Your  On  ri 
BuMiievs 


3911  $22.95 


THr 

VkCRAVHll  I 
36H(AIR 

MANAUMIM 
COUtN 


15043  $39.95 
Counts  as  2 


M.iiiiujtn«| 
Service  asa 
Strategic 
mot  Uiflef 


■  The 
■  Vest 

Pocket 

mww 

■m 

BA 

■  m 

l.'iMD 

UKAT, 

IvflVVl'M 

■ 

3913  $21.50 


Marketing 
I^search 


10049  $44.95 
Counts  as  2 


4003  $22.50 


10025  $19.95 


You'll  save  time  and  money  by  having  your 
selections  delivered  right  to  your  door.  And 
the  satisfaction  of  knowing  that  every  book 
was  carefully  selected  to  meet  your  special 
needs.  In  today's  business  environment, 
information  is  power.  So  make  the  right 
decision.  Join  the  Business  Week  Book  Club 
for  the  books  you  need  to  get  ahead  .  . . 
and  stay  there. 

Quality  Books,  Dependable  Service 

As  a  Business  Week  Book  Club  member,  you'll  save  up  to  50%  off  the  publisher's 
prices  on  a  wide  selection  of  quality  books  carefully  chosen  to  meet  your  needs 
Every  3  or  4  weeks,  members  receive  the  Club  Bulletin,  together  with  a  dated 
Reply  Card  If  you  want  the  Mam  Selection,  do  nothing— it  will  be  shipped  to 
you  automatically  If  you  want  another  selection,  or  no  book  at  all,  just  indicate 
your  choice  on  the  Reply  Card  and  return  it  by  the  date  specified  You'll  always 
get  at  least  10  full  days  to  decide  II  the  Club  Bulletin  ever  comes  late  and  you 
receive  a  Main  Selection  you  don't  want,  return  it  for  credit  at  our  expense 
Big  Savings  and  Bonus  Books.  Discounts  can  run  as  high  as  50%  on  every 
book  you  buy,  and  you're  automatically  eligible  for  our  Bonus  Book  Plan,  which 
allows  you  savings  of  up  to  80%  off  the  publisher's  price 
Easy  Terms.  Your  only  obligation  is  to  buy  two  more  books  during  the  next 
12  months,  after  which  you  enpy  the  benefits  of  membership  with  no  further 
obligation 


Blue  Ridge  Summit,  PA  17294-0795 

YES!  Please  enroll  me  as  a  member  of  the  Business  Week  Book  Club  and 
send  me  the  following  titles  for  just  $3  95  plus  tax,  shipping,  and  handling 


Write  code  numbers 
of  selections  here 


I  agree  to  purchase  just  two  more  selections  during  my  first  year  of  membership 
outlined  under  the  Club  plan  described  in  this  ad.  A  shipping  and  handling 
charge,  and  local  tax  is  added  to  each  shipment  Membership  in  the  Club  may 
be  cancelled  by  the  Club  or  me  any  time  after  the  two  book  purchase  has  been 
fulfilled 

Name  

Address/Apt  #  

City   

State/Zip 


This  order  subject  to  acceptance  by  McGr; 
nusl  remil  in  U  S  currency 


i  Hill  All  books  hardcover  unless  otherwise  noled  Canadian  customers 
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THE  BIG  BATTLE  NOW  IS 
CONSERVING  ENERGY  . . .  

Bwish  the  President  showed  the  same 
■  courage  and  determination  with  which 
he  faced  down  Saddam  Hussein  when 
addressing  energy  issues  at  home 
("Wimping  out  on  energy?"  Top  of  the 
News,  Feb.  25).  However,  as  your  article 
states,  "he  will  shun  conservation  mea- 
sures, such  as  fuel  taxes,  that  could  in- 
flict the  slightest  pain  on  the  public." 
Yet  we  are  "fighting  a  war  that  is  large- 
ly about  oil."  We  indeed  shed  blood  for 
oil,  something  many  Americans  might 
ponder  as  they  fly  flags  and  yellow  rib- 
bons from  their  car  antennas. 

Paul  W.  Rosenberger 
Manhattan  Beach,  Calif. 

The  U.  S.  can  learn  a  great  deal  from 
our  European  friends.  To  begin  with, 
a  federal  tax  on  all  petroleum  products, 
at  the  equivalent  of  $1  per  gallon  of 
gasoline,  should  be  enacted  immediately. 
In  addition,  Congress  should  pass  a  blue 
law  shutting  down  the  country  on  Sun- 
days. If  we  are  to  have  an  energy  policy, 
the  individual  citizen  must  pay  the  price 
with  a  little  less  convenience  and  higher 
cost. 

Anthony  P.  DeLio 
New  Haven 

...  AND  BY  USING  ITS  RESOURCES, 
AMERICA  CAN  WINJT  

I read  "A  one-legged  energy  policy" 
(Editorials.  Feb.  25)  with  a  feeling  of 
deja  vu.  Did  we  not  visit  this  same  place 
in  1973  and  1979?  The  steps  we  needed 
to  take  back  then  remain  as  urgent  to- 
day. Although,  as  you  say,  our  center- 
piece for  a  successful  energy  future 
must  be  increased  efficiency — especially 
in  terms  of  oil  consumption — conserva- 
tion will  never  be  enough.  We  need  to 
once  again  build  nuclear  plants  to  contin- 
ue to  replace  oil  and  minimize  the  use  of 
fossil  fuels,  which  generate  greenhouse 
gases. 

Meanwhile,  expanded  research  and  de- 
velopment are  needed  to  bring  some  of 
the  most  promising  solar  and  renewable 
technologies  into  the  energy  mix.  Above 
all,  we  need  a  continuing,  decades-long 


commitment  to  achieving  the  goal  of  en- 
ergy self-sufficiency. 

Theodore  M.  Besmann 
Oak  Ridge  National  Laboratory 
Oak  Ridge,  Tenn. 

Some  conservation  programs  did  sur- 
vive. Typically,  the  proposals  that 
were  cut  depend  on  Washington  for 
laws  and  dollars  that  would  heavily  bias 
market  choices:  tax  exemptions  for  con- 
servation investments,  mandated  federal 
energy  standards  for  light  bulbs,  gas 
mileage  targets  that  are  neither  techno- 
logically nor  economically  responsible, 
another  federal  loan  program  for  effi- 
ciency investments,  and  a  revival  of  the 
subsidies  for  solar,  wind,  biomass,  and 
geothermal  energy  that  made  windfall 
profits  for  a  few,  but  not  much  energy 
for  us  all. 

The  nation  must  be  sure  it  has  enough 
energy  supply  in  case  conservation  pro- 
grams fall  short  of  expectations,  or  if 
more  international  surprises  come  along. 
The  risks  to  people  and  the  environment 
of  more  fuel  or  electricity  shortages  are 
far  more  frightening  than  the  costs  of 
being  prepared  for  them.  This  means  ac- 
cepting the  idea  that  we  will  have  to  drill 
for  oil  and  build  power  plants,  at  the 
same  time  that  we  invest  in  energy  con- 
servation. Hopefully,  Congress  will  keep 
this  in  mind. 

A.  David  Rossin 
Los  Altos  Hills,  Calif. 

A  SAMPLING  OF 

MARKET  RESEARCHERS  

Your  article  on  "The  'bloodbath'  in 
market  research"  (Marketing,  Feb. 
11)  gives  the  misleading  impression  that 
all  marketing  research  companies  are 
suffering  from  declining  revenues  and 
client  unrest  while  corporate  research 
departments  are  cutting  back  drastical- 
ly. It  is  a  fact  that  the  research  industry 
is  undergoing  substantial  change  be- 
cause of  technological  innovation,  but 
not  all  supplier  firms  are  struggling,  nor 
are  all  manufacturer  research  staffs  in 
disarray.  As  one  of  the  three  largest 
marketing  research  firms  in  the  country, 
with  annual  revenues  in  excess  of  $165 
million  in  the  year  just  past,  our  1990 
revenues  increased  some  217'  over  1989, 
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we  were:  doing  business  in  the  pacific  rim  when 

THE  FIGURING  WAS  DONE  ON  AN  ABACUS.    The  A1G  Companies 
have  been  doing  business  in  the  Asia/Pacific  region  for  over  70  years.  In  fact,  we  began  providing  insurance  in  llii 
Shanghai  in  1919.  and  our  network  has  now  grown  to  include  virtually  every  major  economy  you  may  do  business  i 


worldwide.  Our  experience  in  overseas  markets  and  our  understanding  of  local  business  practices  and 
surance  needs  give  A1G  people  a  unique  advantage  when  serving  multinational  businesses  around  the  world, 
hether  it's  computers,  steel  textiles  or  global  finance.  In  the  booming  Pacific  Rim  or  anywhere  else  in  the  world. 

j^Bfl  WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group.  Inc..  Dept.  A.  7()  Pine  Street.  New  York.  NY  10270. 


CAN  AMERICA 
AFFORD  TO  LOSE  ITS  LEAD 
IN  SCIENCE  &  TECHNOLOGY? 


American  leadership  in  science  and  technology  has 
never  been  as  evident  as  now.  But  within  this  decade, 
our  nation's  long-standing  competitive  edge  in  science 
could  be  lost. 

This  concern  is  not  the  idle  speculation  of  a  handful 
of  commentators,  but  felt  throughout  the  American 
scientific  community.  The  results  of  a  Gallup  survey 
recently  completed  among  our  scientific  leaders  show 
the  concern  to  be  widespread  and  based  on  emerging 
manpower  and  funding  problems. 

What  are  some  of  the  reasons  for  concern? 

•  Reduced  math  and  science  skills  of  our  secondary 
school  graduates. 

•  Established  scientific  investigators  needing  to 
spend  one-third  of  their  time  seeking  scant  grant 
opportunities  instead  of  doing  research. 

•  Young  investigators  abandoning  research  for  bet- 
ter-paying, more-secure  jobs. 

•  The  "graying"  of  our  scientific  community,  in  which 
attrition  seriously  depletes  our  senior 

scientific  manpower. 

•  Our  college-age  population  is  shrinking,  with  many 
talented  students  disinterested  in  pursuing  careers 
in  university-based  research. 

Throughout  the  20th  century,  America  has  led  the 
world  in  discovery  research.  Will  our  leadership  in  sci- 
ence and  technology  disappear  as  we  approach  the 
new  century?  The  answer  is  within  our  grasp  to  shape. 
But  complacency  in  the  face  of  current  success  will 
surely  shape  it  to  our  disfavor. 

The  symptoms  of  that  unfavorable  outcome  may  be 
obvious  in  the  form  of  numerous  job  vacancies.  Or  the 
symptoms  may  be  subtle.  Instead  of  unfilled  positions  in 
academic  or  industrial  laboratories,  we  might  see  a 
slowdown  in  the  pace  of  biomedical  research  or  a  grad- 
ual movement  of  American  biotechnology  firms  abroad. 
These  developments  would  be  the  result  of  the  market 
adjusting  to  a  U.S.  manpower  supply  insufficient  to 
meet  the  demand.  The  question  is  whether  we  take  the 


chance  that  things  will  work  out  for  the  best  or  act  now 
to  ensure  that  the  problem  does  not  arise.  The  nation 
can  ill  afford  this  kind  of  gamble. 

America  has  demonstrated  the  capacity  and  will  to 
be  a  world  leader,  from  societal  issues  to  scientific 
progress.  The  obstacles  to  fulfilling  our  scientific 
agenda  are  many  and  complex,  but  they  can  be  solved 
through  decisive  action  now. 

Nowhere  have  the  results  of  our  nation's  scientific 
agenda  been  more  apparent  than  in  the  life  sciences, 
and  nowhere  is  current  success  more  widely  cherished. 
Every  American  is  the  potential  beneficiary  of  medical 
progress.  Citizens  of  every  country  have  also  shared 
the  benefits  of  that  progress. 

The  research-based  pharmaceutical  companies  of 
the  United  States  are  proud  to  be  an  important  and 
integral  part  of  the  nation's  collaborative  research  pro- 
cess —  a  process  that  has  historically  been  supported 
by  the  ongoing  initiatives  of  the  federal  government. 
Advances  such  as  the  Salk  vaccine  and  antibiotics 
were  made  possible  by  the  support  of  the  National 
Science  Foundation  and  the  National  Institutes  of 
Health.  Supported  by  Congress,  both  have  underwrit- 
ten much  of  the  basic  research  that  has  led  to  success- 
ful clinical  applications,  which  in  turn  have  saved 
countless  lives. 

Help  America's  biomedical  research  community 
maintain  yet  another  point  of  light  that  shines  brightly 
throughout  the  world.  By  supporting  educational  and 
research  funding  that  will  attract  and  retain  the  high 
caliber  and  quantity  of  scientists  we  need,  you  will  help 
preserve  America's  leadership  in  medical  progress. 


Sheldon  G.  Gilgore,  M.D. 

Chairman,  PMA  Foundation 

Chairman,  President,  and  CEO,  G.D.  Searle  &  Co. 


Pharmaceutical 
Manufacturers 
Association 
Foundation,  Inc. 


This  message  has  been  underwritten  by  the  Pharmaceutical  Manufacturers  Association  Foundation, 
which  invites  you  to  support  continued  growth  of  federal  funding  of  scientific  research  by  writing 
your  Congressmen  and  other  legislative  representatives. 


ich  in  turn  was  up  16%  over  1988. 
tellingly,  neither  of  the  two  manufac- 
er  firms  cited  in  your  article  that 
ced  their  dissatisfaction  and  frustra- 
i  with  market  research  is  using  In- 
ican,  our  scanner-based  tracking  and 
Juation  system.  If  you  had  spoken 
h  such  leading-edge  firms  as  PepsiCo, 
lAgra,  RJR  Nabisco,  or  any  of  a  hun- 
d  other  leading  companies,  I'm  sure 
i  would  have  heard  a  different  story. 
;y  are  not  all  "bewildered  by  scanner 
hnology." 

Gian  M.  Fulgoni 
Chief  Executive  Officer 
Information  Resources  Inc. 

Chicago 

rour  article  on  market  research  was 
right  on  target.  Sophisticated  corn- 
er programs  and  similar  high-tech 
Is  and  whistles  are  gimmicks  de- 
ned  to  impress  clients;  they  do  noth- 
to  correct  the  underlying  problems 
lata  collection,  which  have  been  grow- 
.  At  the  same  time,  users  of  research 
reducing  budgets  and  looking  for 
'  bidders,  forcing  research  suppliers 
cut  corners.  Meanwhile,  the  profes- 
nal  publications  in  the  field  are  full  of 
icles  on  statistical  models  instead  of 
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THE  BEST  BUSINESS  MAGAZINE' 


AS  ii 


i  USINESS  week  has  won  many  edito- 
rial awards  over  the  years.  It  makes 
us  especially  proud  when  we  are  recog- 
nized by  our  peers  in  the  journalistic 
world — the  pros  who  know  the  ins  and 
outs  of  our  craft.  This  month,  we  are 
honored  to  receive  another  such  award. 
In  a  Washington  Journalism  Review 
poll  of  more  than  1,100  journalists, 
BUSINESS  WEEK  was  selected  as  the  best 
business  magazine.  No  other  magazine 
came  close. 

We  are  grateful  for  this  award.  But 
we  also  know  that  no  magazine  can  rest 
on  its  laurels.  We  must  continue  to  pur- 
sue our  journalistic  mission  of  reporting 
and  analyzing  the  news  fairly.  Praise 
from  our  peers  is  gratifying.  But  the 
ultimate  judge  of  editorial  quality  is  al- 
ways you,  the  reader. 

Editor-in-Chief 


At  Canon,weVe  built 
a  reputation  solving  your 

small  copying  problems. 


CL 


TO  MAKE  YOUR  INVESTMENTS  NOTEWORTHY, 
IT  PAYS  TO  KNOW  THE  SCORE. 

SWAPS,  interest  rate  and  currency  options,  and  all  derivatives... 
Credit  Lyonnais  is  an  established  player,  with  trading  capabilities  in  all 
capital  markets  products.  For  Capital  Markets  call  (212)  785-9224. 
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CORRECTIONS  &  CLARIFICATIONS 

In  a  box  accompanying  the  Mutual 
Fund  Scoreboard  (Cover  Story,  Feb. 
18),  we  misstated  the  performance  of 
Standard  &  Poor's  500-stock  index  for 
1990:  The  correct  number  is  -3.1%.  In 
Part  II  (Special  Report,  Feb.  25),  the 
rating  for  the  Premier  State  Municipal 
Ohio  Fund  was  incorrectly  represented 
as  three  downward-pointing  arrows. 
The  correct  rating  is  two  up-arrows. 

In  "Do  arms  makers  need  a  handout?" 
(Editorials,  Feb.  11),  we  erroneously 
implied  that  Northrop  may  seek  a  gov- 
ernment bailout  if  the  B-2  Stealth 


bomber  program  is  canceled.  Accord- 
ing to  the  company,  even  if  the  B-2 
were  eliminated,  standard  termination 
clauses  in  its  contract  should  compen- 
sate Northrop  for  much  of  its  invest- 
ment in  the  program.  We  did  not  mean 
to  suggest  Northrop  would  be  left  in  a 
financially  unsound  condition. 

In  a  table  in  "The  Baby  Bells  misbe- 
have" (Top  of  the  News,  Mar.  4),  a 
$4.86  million  payment  by  Southern  Bell 
was  incorrectly  described  as  a  fine.  As 
the  story  said,  the  payment  was  part  of 
a  settlement  of  charges  that  it  under- 
paid pay-telephone  commissions.  South- 
ern Bell  denied  any  wrongdoing. 


addressing  the  real  problem:  the  limita- 
tions of  the  question-and-answer  survey 
and  the  need  to  find  alternate  means  of 
studying  markets. 

Thomas  T.  Semon 
Fort  Lee,  N.  J. 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N  Y.  10020.  Fax:  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


OUT  OF  PRINT? 

DON'T  FORGET  THE  LIBRARY 

Your  list  of  books  in  '■Understanding 
the  mind  of  the  Middle  Fast" 
(Bonks,  Mar.  4)  included  The  Road  to 
Ramadan,  a  1975  book  that  you  noted 
was  out  of  print.  One  of  the  important 
things  public  libraries  do  is  to  keep  out- 
of-print  books  available.  If  a  public  li- 
brary does  not  have  a  book  in  stock, 


most  can  borrow  it  from  another  library. 

Although  public  libraries  are  usually 
the  most  heavily  used  of  all  locally  fund- 
ed discretionary  services,  it  might  not 
immediately  occur  to  your  readers  that 
they  should  ch<  ck  their  local  libraries  for 
out-of-print  books.  In  these  recessionary 
times,  it's  especially  important  that  li- 
braries get  all  tin  credit  they  deserve. 

Marvin  H.  Scilken 
Director 
t  )i  a.i;_e  Public  Library 
Orange,  N.  J. 


THAT  WAS 
THAT  WAS 

The  subli 
tion  i 
missed"  (  "1 
of  the  New 
Trident  clas 
is  actually  i 
member  oi 
submarine 
in  Tom  (  lai 
October. 


NO  TRIDENT, 
MY  tORMtR  SUB 


Fo 


larinc  pictured  above  the  cap- 
he  trident  wasn't  used — or 
,i  .  cms  from  the  front,"  Top 
.- .  Feb.  In  is  not  one  of  the 
ss  of  submarines.  The  picture 
of  the  i  ss  Dallas,  an  exalted 
the  Lo:  Angeles  class  attack 
toi ,  e,  w  Inch  was  championed 
ty's  novel  Tht  Hunt  for  Red 

Mark  A.  Htighes 
ei'  Lit  uti , i. nit  Commander 
I  ss  Dallas 
Portsmouth,  R.  I. 


Now  we  want  your  big  ones. 


America's  most  popular  copier  is  taking 
inewdirection.TheNP9800.  A  high-volume 
spying  system  with  walk-up  convenience. 

Consider  its  credentials.  83  copies  per  min- 
ute combined  with  a  5,100-sheet  paper  capacity, 
the  largest  in  the  industry.  As  well  as  fast 
document  handling,  finishing,  and  advanced 


copyi] 

All,  in  an  innovative  design  1 
makes  the  NP9800  remarkably  easy  to  use. 

If  your  copy  problems  are  big,  the  NP9800 
is  your  solution.To  find  out  more,  call  us  at 
1-800-OK-CANON. 


Canon  *vp*9&oo 


THE  WORK  OF  NATIONS:  PREPARING  OURSELVES  FOR  21ST-CENTURY  CAPITALISM 

By  Robert  B.  Reich 
Knopf  •  331pp  •  $24.00 

ROBERT  REICH'S 
FEEL-GOOD  GLOBALISM 


Picture  the  following:  You've  been 
laid  off  as  creative  director  of  a 
large  New  York  ad  agency.  After 
six  months  of  job-hunting,  you  join  the 
ranks  of  the  home-employed.  You  install 
a  computer  and  a  fax  on  the  sun  porch 
and  spend  your  days  seeking  free-lance 
work.  Right  now,  you  have  a  French 
client  and  a  couple  of  promising  leads. 

Al,  your  golfing  pal,  managed  to  hang 
on  when  his  employer,  a  multinational  in 
Stamford,  cut  10,000  jobs.  He  now  works 
for  one  of  100  small  business  units  the 
company  set  up.  Even  though  he's  on 
salary,  Al  hustles  every  day  to  create 
new  ventures.  If  he  can't  make  some- 
thing work,  his  group  may  be  cut,  too. 

Sandra,  an  old  friend  from  Detroit 
days,  seems  to  have  landed  best.  Fired 
by  Chrysler,  she  got  picked  up  by  Honda 
as  a  systems  specialist  for  its  new  Ohio 


engine  plant.  Since  Honda  is  doing  well, 
Sandra  thinks  her  job  is  secure  for  now 
and  maybe  even  permanent. 

One  day,  you  read  that  a  Harvard  Uni- 
versity economist,  Robert  B.  Reich,  has 
written  a  book  that  says  you  three  are 
models  for  the  next  century's  economy. 
You  think  it  must  be  about  a  new  kind 
of  impoverishment.  But  no.  Flexible,  cre- 
ative people  like  you,  says  Reich,  will 
skim  the  cream  from  the  global  economy 
by  applying  your  talents  anywhere  you 
choose.  In  fact,  Reich  is  worried  that 
success  will  make  you  so  smug  and  self- 
satisfied,  you'll  forget  your  responsibil- 
ities to  less  talented  Americans. 

A  decade  ago,  when  it  was  fashionable 
to  prescribe  cures  for  America's  indus- 
trial decline,  Reich  wrote  a  good  book, 
The  Next  American  Frontier,  which 
pointed  out  that  all  international  compa- 


nies are  not  alike.  He  distinguished  be- 
tween "national  multinationals,"  mainly 
Japanese,  that  act  for  the  good  of  their 
home  country,  and  "international  multi- 
nationals"— shareholder-driven  Ameri- 
can ones — that  work  the  globe  for  their 
own  interests.  Reich  argued  for  an  in- 
dustrial policy  that  would  help  American 
business  meet  foreign  competition  and 
strengthen  U.  S.  multinationals  at  home. 

Reich's  new  book,  The  Work  of  Na- 
tions: Preparing  Ourselves  for  21st- 
century  Capitalism,  flips  that  logic  on 
its  head.  Now,  he  argues  that  it's  foolish 
to  discuss  economic  policy  in  national 
terms,  or,  by  extension,  to  worry  about 
trade  balances,  investment  restrictions, 
or  national  economic  security.  What  hap- 
pened in  10  years?  Well,  for  one  thing, 
liberal  Democrats  such  as  Reich  found 
that  voters  aren't  interested  in  industrial 
policy  and  declining  competitiveness. 

But  his  efforts  to  disguise  those  is- 
sues with  feel-good  globalism  doesn't 
work,  either.  The  result  is  a  muddled, 
jargon-filled  book  in  which  Reich  puffs 
up  some  real  international  manufactur- 
ing trends  into  an  unsupportable  theory 
topped  by  a  long  wheeze  about  new  in- 
ternational elitists. 

These  clever  people,  whose  ranks  in- 


; 
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For  Bread 


At  BASF,  we  try  to  make  the  world  a  better  place,  at  home  or  on  the 
road.  We  don't  farm,  but  our  mold  inhibitors  guard  against  spoilage 
in  farmers'  crops.  We  don't  manufacture  cars,  but  our  automotive 
coatings  help  protect  your  vehicle  from  the  weather.  We  don't 
make  a  lot  of  the  products  you  buy.  We  make  a  lot  of  the  products 
you  buy  better. 


From  our  agricultural  products  that  help  assure  there  is  food  for  a 
growing  world  population,  to  our  products  that  shield  you  and  your 
possessions  against  the  forces  of  nature,  BASF  helps  make  lives 
more  productive  and  more  enjoyable. 

But  more  importantly,  at  BASF,  we  never  forget  the  effect  we  have 
on  the  world  we  live  in.  Our  employees  have  a  strong 
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de  planners,  coordina- 
s,  project  managers, 
jineers,  creative  direc- 
s,  and  researchers, 
:er  dirty  their  hands. 
iy  get  by  on  brains — 
i,  of  course,  on  past 
•porate  experience, 
sir  work  is  to  design, 
'elop,  and  direct  strate- 
s  for  employing  the 
rld's  vast  "enterprise 
b."  As  a  group,  more- 
zr,  they  are  antitax, 
mbers  of  exclusive 
bs,  and  tend  toward 
.issez-faire  cosmopoli- 
lism,"  which  supposed- 
makes  them  less  social- 
responsible, 
^eich  spews  out  all  kinds  of  data  to 
nv  how  business  crosses  borders, 
's  fascinated,  for  example,  with  off- 
>re  manufacturing.  General  Motors 
kes  the  Pontiac  LeMans  in  Korea  to 
1  here;  Honda  makes  cars  in  Ohio  that 
sxports  to  Japan;  Boeing  makes  see- 
as  of  its  planes  in  China,  Italy,  and 
nada  for  assembly  in  Seattle.  Reich's 
lclusion:  It's  not  where  a  product  is 
,de,  but  the  place  where  the  value  is 
led,  that  counts. 

Fapan's  Foreign  Ministry  couldn't  put 


aMLn  unsupportable 
theory  leads  into 
a  long  wheeze  about 
new  international 
elitists 


it  better.  The  problem  is,  Japanese  com- 
panies are  skilled  at  adding  value  where 
Japan  benefits— at  home.  What's  more, 
their  market  strategies  differ  sharply 
from  those  of  U.  S.  companies.  When  a 
Japanese  manufacturer  hands  a  sales 
budget  to  a  U.  S.  subsidiary,  it  expects 
the  target  to  be  hit  no  matter  what  it 
takes  in  losses.  U.  S.  companies,  by  con- 
trast, strive  to  avoid  red  ink.  Because 
they  continually  balance  growth  against 
profits,  they  often  lose  market  share. 
It's  true  that  more  foreign  companies 


are  exporting  from  the 
U.  S.  and  that  more  U.  S. 
companies  are  shipping 
finished  goods  back  from 
overseas,  but  it's  no  big 
deal.  Less  than  3.8%  of 
Honda's  U.  S.  output  goes 
abroad,  and  GM  sold  fewer 
than  40,000  of  its  Korean- 
made  Pontiac  LeMans 
models  here  last  year. 

Reich's  book  has  the 
same  disquieting  ring  as 
the  wave  of  1960s  books 
by  Brits  that  rationalized 
Britain's  industrial  decline 
by  finding  a  future  in 
that  nation's  service  econ- 
omy. Poor  folks  from 
Hong  Kong,  Taiwan,  and 
Southern  Europe  would  look  to  Britain 
for  sales,  advertising,  and  financial  ad- 
vice, and  nobody  would  have  to  make 
things  anymore.  What  those  books  left 
out  was  that  Britain's  services  wouldn't 
be  needed  once  these  outsiders  figured 
out  how  to  provide  them.  Reich's  book  is 
also  about  decline — this  time,  America's. 
Sandra,  Al,  and  I  would  have  liked  it 
more  if  he  just  had  the  guts  to  say  so. 

BY  ROBERT  J.  DOWLING 
Assistant  Managing  Editor  Dowling  over- 
sees BW's  internatiorial  coverage. 


and  Water 


sense  of  environmental  responsibility.  From  research  and  development  to  the  final  product  or 
application,  we  take  special  care  to  help  ensure  that  our  production  and  disposal  methods 
are  safe  and  environmentally  sound.  After  all.  we  all  share  the  same  planet 
It's  not  surprising  that  when  businesses  worldwide  look  to  the  future,  they  look  to  BASF 
Because  we  make  products  that  help  make  life  better  for  everyone.  And  everything. 

Even  bread  and  water. 


The  Spirit  of  Innovation 


BASF 
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It  was  impossible.  Until  they  called  Lockheed. 


Lockheed  leads. 


When  America  needs  to  break  technological  barriers,  it  comes 
to  Lockheed. 

Whether  it  is  the  first  sub-launched  ballistic  missile,  the  first 
Mach  3  jet,  the  first  stealth  fighter  or  the  first  jam-resistant  satellite, 


ockheed  gets  the  call.  It's  our  legacy. 

Technological  leadership  is  what  sets  America  apart  from  the  rest 
f  the  world.  Lockheed  is  committed  to  maintaining  that  leadership 

Dr  the  benefit  of  our  customers,  our  shareholders,  and  our  country  '  ^^LOCktieed 


Economic  Viewpoint 


WHATEVER  HAPPENED  TO 
BUSH'S  BUDGET  BONANZA? 


BY  PAUL  CRAIG  ROBERTS 


The  evaporation  of 
$500  billion  in  deficit 
cuts  goes  unheeded 
— and  for  their  faith 
in  the  plan, 
taxpayers  may  be 
rewarded  with  calls 
for  more  hikes 


R 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


emember  the  S500  billion  deficit-reduc- 
tion package  that  was  the  payoff  for 
George  Bush's  agreement  to  higher 
taxes?  The  ink  is  barely  dry  on  the  fiscal  year 
1992  budget,  and  the  savings  have  disap- 
peared. In  fact,  the  deficit  is  larger  than  ever. 

As  the  table  shows,  the  five-year  deficit  pro- 
jection in  the  1992  budget  is  $802.8  billion  high- 
er than  the  identical  projection  in  the  budget 
for  fiscal  year  1991.  In  place  of  a  promised 
$500  billion  decrease,  there  is  a  $800  billion 
increase. 

When  pressed  for  an  explanation.  Adminis- 
tration officials  claim  that  the  $500  billion  in 
promised  deficit  reduction  was  not  an  absolute 
decrease,  only  a  decrease  from  what  the  defi- 
cit would  have  been  otherwise.  This  raises  an 
even  more  puzzling  question,  because  it  means 
that  without  the  deficit-reduction  package,  the 
five-year  deficit  projection  would  have  jumped 
$1.3  trillion  in  just  one  year. 

What  happened  to  the  economy,  to  spending, 
and  to  revenues  from  January,  1990,  to  Janu- 
ary. 1991.  to  account  for  such  a  massive  in- 
crease in  the  budget  deficit?  This  mystery  has 
attracted  little  interest — which  is  a  mystery  in 
itself,  as  such  a  phenom- 
enal deficit  increase  is 
inconsistent  with  the  re- 
ports that  spending  in 
1992  is  projected  to  rise 
only  2.6''. 

back  to  basics.  Layers 
of  budget  deception 
must  be  stripped  away 
to  solve  the  mystery — 
and  even  then,  it  is  diffi- 
cult to  account  for  the 
full  increase  in  red  ink. 
Despite  claims  of  2.69; 
budget  growth,  there 
has  been  an  explosion  in 
spending — an  18r^  increase  in  1992  over  the 
amount  projected  in  last  year's  budget.  Part  of 
this  is  accounted  for  by  the  savings  and  loan 
deposit-insurance  bailout,  and  part  of  it  is  the 
rapid  increase  in  domestic  spending,  which 
grew  12r;  in  1991  over  1990  and  is  projected  to 
grow  7.4';  in  1992. 

On  Feb.  26,  the  Heritage  Foundation  report- 
ed that,  free  of  Ronald  Reagan.  Washington 
has  returned  to  its  main  business  of  feeding 
the  spending  constituencies  and  is  "heading 
for  the  record  books."  Through  fiscal  year 
1995,  "Bush  will  spend  a  cumulative  $667  bil- 
lion above  the  Reagan  growth  rate."  In  just 
two  years,  federal  spending  has  moved  from 
22('<  to  2oc"c  of  gross  national  product — the 
highest  level  since  World  War  II. 

Just  as  spending  is  way  up  despite  claims  of 


THE  MYSTERIOUS  GROWTH 
OF  PROJECTED  DEFICITS 


Year 

1991  Budget 

Issued  1/90* 

1992  Budget 

Issued  1/91* 

Increase* 

1991 

-S63.1 

-$318.1 

$255.0 

1992 

-25.1 

-280.9 

255  5 

1993 

+  5.7 

-201.5 

207.2 

1994 

-10.7 

-61.8 

72.5 

1995 

-  9.4 

-2.9 

12.3 

TOTAL 

-62.4 

-865.2 

802.8 

'Billions  of  dollars 

DATA 

U  S  BUDGET 

cuts,  revenues  are  down  despite  the  $166.5 
billion  Bush  tax  increase.  After  including  the 
tax  increase  and  the  Social  Security  surplus, 
the  1992  budget  still  projects  $297  billion  less 
in  revenue  over  the  1991-95  period  than  the 
1991  budget  predicted. 

The  actual  situation  may  be  even  worse.  In 
a  recent  Cato  Institute  report,  William  C.  Dun- 
kelberg.  dean  of  the  business  school  at  Temple 
University,  and  John  W.  Skorburg,  chief  econ- 
omist for  the  Chicago  Association  of  Com- 
merce and  Industry,  conclude  that  the  adverse 
effects  of  the  Bush  tax  increase  on  economic 
growth  and  employment  will  boost  the  deficit 
by  $341  billion  over  the  1991-95  period. 
no  siren  warnings.  Policymakers  as  well  as 
the  public  should  be  startled  that  the  Bush  tax 
increase  and  deficit-reduction  package  is  fol- 
lowed by  an  increase  in  the  deficit  that  is 
larger  than  the  $726.6  billion,  six-year,  static- 
revenue  cost  of  the  Economic  Recoverv  Tax 
Act  of  1981. 

Whatever  we  get  for  the  $802.8  billion  in 
additional  red  ink  in  the  1992  budget,  it  won't 
replicate  the  benefits  to  taxpayers  and  the 
economy  of  the  1981  tax  cut.  It  is  astonishing 
that  despite  this  run- 
away increase  in  the  def- 
icit, we  have  stopped 
hearing  the  siren  warn- 
ings of  the  Reagan 
years  that  the  unavoid- 
able consequences  of 
growing  deficits  are 
high  inflation,  high  inter- 
est rates,  and  dangerous 
dependence  on  foreign 
financing. 

It  was  only  two  years 
ago  that  the  1989  Rea- 
gan deficit  of  $153  billion 
was  deemed  by  many  to 
be  so  onerous  that  Bush  would  have  to  for- 
sake his  "no  new  taxes"  pledge.  In  1991,  with 
the  deficit  more  than  twice  that  size,  there  is 
scarcely  a  ripple  of  disquietude.  Now  that  the 
spending  machine  is  back  in  gear,  deficits  no 
longer  are  Washington's  concern. 

If  the  eight-year  Reagan  expansion  could 
only  bring  a  $220  billion  deficit  down  to  $150 
billion,  we  have  to  wonder  how  the  weaker 
economic  growth  forecast  for  the  1990s  is  go- 
ing to  bring  down  1991 's  $318  billion  deficit. 
There  are  plenty  of  politicians  and  their  media 
allies  who  will  call  for  still  more  tax  increases. 
Are  we  doomed  to  watch  taxes  chase  up 
spending  in  the  budgets  of  the  1990s? 

If  so,  normalcy  will  have  returned  to  Wash- 
ington, as  government  resumes  its  assault  on 
our  property  rights  to  our  own  incomes.  a 


18  BUSINESS  WEEK/MARCH  18.  1991 


ECONOMIC  VIEWPOINT 


New  York  Life  is 
arge,  conservative,  and  dull. 

Reassuring  in 
times  like  these,  isn't  it? 


Things  are  a  bit  shaky  these  days  in  the  financial  world. 
Investors  are  getting  a  lot  less  adventuresome.  And  words  like 
"stability"  and  "security"  are  coming  back  into  vogue. 

To  some,  of  course,  this  is  just  the  current  economic 
trend.  But  at  New  York  Life,  we've  had  a  conservative 
investment  policy  for  145  years. 

A  policy  that,  over  the  years,  has  allowed  New 
York  Life  to  amass  assets  under  management  of 
more  than  $50  billion.  And  why  95  percent 
of  the  bonds  in  our  portfolio  are  investment  grade* 
Does  that  make  us  large  and  conservative? 
We  should  say  so.  And  as  for  dull,  well,  we 
look  at  it  this  way:  If  being  exciting  means 
investing  heavily  in  junk  bonds  that  end  up  in 
default,  that's  the  kind  of  excitement  we  can 
all  do  without. 

For  information  on  any  of  our  full  range  of 


call  New  York  Life 
today. 


1 

a 

The  Company  You  Keep! 

©1990  New  York  Life  Insurance  Company,  51  Madison  Avenue,  New  York,  N  Y.  10010.  All  nghts  reserved 
New  York  Life  Insurance  and  Annuity  Corporation,  SI  Madison  Avenue,  New  York,  N  Y  10010. 
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conomic  Trends 


BY  GENE  KORETZ 


CRIME  MAY  NOT  BE  AS 
BAD  AS  THE  NUMBERS 
MAKE  IT  LOOK  . . . 


By  all  accounts,  violence  is  spinning 
out  of  control  in  the  U.  S.,  imposing 
a  huge  and  growing  economic  burden  on 
the  nation.  Since  1980,  for  example,  the 
American  prison  population  has  doubled 
to  more  than  1  million,  and  the  bill  for 
correctional  systems  has  tripled  to  well 
over  $22  billion. 

In  an  article  in  the  latest  issue  of  The 
America)/  Prospect,  however,  North- 
western University  sociologist  Christo- 
pher Jencks  contends  that  fears  of  an 
ever-escalating  wave  of  violence  are  ex- 


THE  U.S.  POPULATION 
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aggerated.  While  many  factors  lie  be- 
hind such  fears,  Jencks  believes  they 
have  been  inflamed  by  a  methodological 
distortion  in  the  crime  statistics  issued 
by  the  Federal  Bureau  of  Investigation. 

No  one  denies  that  violent  crime 
rates — crime  per  capita — at  least  dou- 
bled from  1963  to  1974.  But  since  then, 
annual  FBI  estimates  of  violent  crime 
(mainly  murder,  robbery,  and  aggravat- 
ed assault)  have  tended  to  move  ever 
higher,  whereas  reports  from  the  Bu- 
reau of  Justice  Statistics  (BJS)  have  al- 
most always  shown  the  crime  rate  as 
constant  or  declining.  The  BJS  data  are 
based  on  national  victimization  surveys 
of  the  public,  whereas  the  FBI  statistics 
are  based  on  crimes  reported  by  police 
departments  to  the  agency. 

Why  the  discrepancy?  When  the  first 
crime  victimization  surveys  were  con- 
ducted in  the  early  1970s,  notes  Jencks, 
it  became  clear  that  police  records  re- 
flected only  a  small  proportion  of  report- 
ed violent  crimes.  So  the  Justice  Dept. 
began  working  with  local  police  depart- 


ments to  improve  their  record  keeping. 

As  a  result  of  these  continuing  ef- 
forts, writes  Jencks,  police  reports  to  the 
FBI  have  included  crimes  that  tended  to 
be  unrecorded  in  the  past,  imparting  an 
upward  bias  to  the  FBI  crime  count.  By 
contrast,  the  BJS  victimization  data  show 
no  clear  trend  in  violent  crimes  from 
1973  to  1981,  an  actual  decline  in  crime 
rates  during  most  of  the  1980s,  and  an 
apparent  pickup  in  recent  years — but 
with  violence  still  below  the  levels  re- 
corded in  the  1970s. 

Jencks  also  notes  that  though  murder 
rates  rose  in  New  York,  Detroit,  and 
Washington  in  the  1980s,  they  declined 
in  Chicago,  Los  Angeles,  and  Houston. 
Murder  rates  among  blacks  fell  and  then 
rose  a  bit  in  the  1980s  but  at  last  count 
were  still  lower  than  in  the  1970s.  Rates 
of  aggravated  assault  and  robbery  com- 
mitted by  blacks  dropped  by  25%  to  30% 
from  1973  to  1987,  whereas  similar 
crimes  by  whites  declined  less  sharply. 

As  for  demographics,  Jencks  esti- 
mates that  the  level  of  violent  crime 
should  have  risen  about  8%  from  1960  to 
1975  and  then  fallen  by  7%  from  1976  to 
1988  if  it  were  determined  solely  by  the 
percentage  of  males  in  the  high-crime 
15-to-24-year  age  group.  In  actuality,  it 
doubled  in  the  first  period  and  then  de- 
clined by  about  15%  in  the  second.  In 
short,  says  Jencks,  "it's  premature  to 
conclude  that  violence  is  in  a  long-term 
upward  trend." 


...  BUT  THERE'S  NO 
MISTAKE  ABOUT 
EXPLODING  JAIL  COSTS 


The  crime  crisis  may  be  somewhat  ex- 
aggerated but  not  the  crisis  in 
spending  on  prisons  and  jails.  According 
to  economist  Steven  Gold  of  the  Center 
for  the  Study  of  the  States  at  the  State 
University  of  New  York  in  Albany,  state 
and  local  expenditures  on  correctional 
systems  exploded  by  229%,  to  $21.2  bil- 
lion, from  1980  to  1989.  By  one  estimate, 
each  addition  to  the  inmate  population, 
which  rose  by  80,000  in  fiscal  1990  alone, 
costs  the  states  some  $25,000  a  year. 

Behind  this  spending  surge  lies  a  new 
get-tough  attitude  on  the  part  of  state 
legislators  aimed  at  greater  certainty  of 
incarceration  and  longer  sentences. 
Some  35%'  of  all  felony  convictions  in 
California  now  lead  to  prison  terms,  for 
example,  compared  with  15%  in  1975. 

Has  getting  tough  reduced  the  inci- 
dence of  violent  crime?  The  evidence  is 
mixed,  though  criminals  are  obviously 
deterred  from  misbehaving  while  doing 
time.  What  is  clear,  however,  is  that  the 
trend  toward  greater  incarceration  is 


running  into  a  fiscal  stone  wall.  Convic 
tions,  many  based  on  drug-related  of 
fenses,  are  rising  faster  than  prison] 
cells,  and  some  40  states  are  now  unde 
court  orders  to  correct  overcrowding 
and  inadequate  conditions. 

One  promising  development  is  the  will 
ingness  of  many  hard-pressed  states  t 
examine  alternatives  to  traditional  incar- 
ceration for  nonviolent  criminals.  These 
include  pretrial  release,  fines,  halfway 
houses,  job  training,  community  service," 
drug  treatment,  and  work  release.  Since 
the  majority  of  U.  S.  prisoners  are  not 
violent  offenders,  such  reforms  could 
well  reduce  costs  without  endangering 
the  public,  and  advocates  say  they  could 
reduce  the  incidence  of  crime  as  well. 


MANUFACTURERS 
ARE  POISED  TO  MAKE 
A  REAL  KILLING 


If  the  economy  stages  a  rebound  soon 
as  the  stock  market  seems  to  be  an 
ticipating,  the  manufacturing  sector 
should  profit  big — almost  immediately. 
So  says  economist  Susan  Lakatos  of 
Kidder,  Peabody  &  Co.,  who  notes  that  a 
willingess  to  slash  jobs  over  the  past 
year  has  enabled  manufacturers  to  keep 
productivity  on  a  2.5%  to  4%  growth 
track  in  the  face  of  declining  volume.  As 
a  result,  unit  labor  costs  in  manufactur- 
ing last  quarter  were  up  only  1%  over 
their  year-earlier  level,  while  prices 
(helped  somewhat  by  strong  petroleum 
prices)  were  up  about  5%. 

"Last  quarter  was  the  first  recession 
quarter  ever,"  says  Lakatos,  "that  fac- 
tory margins  didn't  get  squeezed."  With 
inventory  costs  also  under  control,  com- 
modity prices  weak,  and  interest  costs 
falling,  she  predicts  that  "manufactur- 
ers could  make  a  lot  of  money  if  Fed 
easing  succeeds  in  stimulating  sales." 


MALE  COLLEGE  GRADS: 
THE  RACIAL  PAY 
GAP  IS  WIDENING 


The  number  of  college-educated  black 
men  in  the  labor  force  jumped  84%  in 
the  1980s,  compared  with  a  36%  rise  in 
the  ranks  of  white  male  college  gradu- 
ates, reports  the  Labor  Dept.  But  the 
gap  between  the  two  groups'  wages  wid- 
ened considerably.  In  1979,  white  male 
college  grads  age  25  to  34  earned  12% 
more  than  their  black  counterparts,  and 
the  median  earnings  of  whites  aged  25 
to  64  were  18%  higher.  By  1989,  howev- 
er, the  earnings  gaps  had  widened  to 
26%  and  32%,  respectively.  H 
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INK  OF  JAPAN 


IBJ  Aims  To  Be  The 
Best  Corporate  Bank 
In  The  World 

It  is  the  seventh  largest  financial  institution  in 
the  world,  with  assets  of  more  than  $300  billion. 
It  is  one  of  the  few  banks  that  continue  to  be 
sophisticated  global  players.  Overseas  its  deal  flow 
ranges  from  the  Eurotunnel  to  Tokyo  Disneyland. 

In  the  U.  S.  its  loan  asset  is  about  the  same  size 
as  that  of  J.  P.  Morgan  or  Bankers  Trust.  It  is  the 
Industrial  Bank  of  Japan,  and  before  the  '90s  are 
out,  it  aims  to  be  the  best  corporate  bank  in 
the  world. 

A  Unique  Bank. 

Anyone  who  knows  Japan  or  understands  why 
the  Japanese  economy  has  been  so  successful, 
knows  the  Industrial  Bank  of  Japan  —  or  IBJ  as  it 
is  usually  called.  IBJ  played  a  key  role  in  Japan's 
postwar  economic  miracle  and  occupies  a  unique 
place  at  the  center  of  Japanese  business. 

Independent,  IBJ  stands  apart  from  Japan's 
intensely  competitive  corporate  groups.  Yet,  the 
great  majority  of  large  Japanese  companies  — 
90%  of  the  top  200  —  count  IBJ  as  one  of  their 
principal  banks. 

A.  Global  Institution 

But  today's  IBJ  is  more  than  just  a  large  Japanese 
bank  offering  long-term  financing.  Over  the  last 
two  decades  it  has  become  a  truly  global  institu- 
tion. Specializing  in  wholesale  banking,  leasing, 
project  finance,  M  8  A  currency  dealing,  and 
securities,  IBJ  operates  in  Asia  and  Europe,  as  well 
as  North  America  and  South  America. 

IBJ  enters  the  '90s,  with  two  big  advantages 
over  would-be  competitors:  financial  strength  and 
respect  in  the  market.  "IBJ's  ultimate  objective," 
says  President  Yoh  Kurosawa,  "is  to  make  its 
position  as  the  prime  international  bank 
unassailable." 


fill 
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IBJ  participated  in 
the  Eurotunnel 
project  as  an  adviser 
for  technical  aspects 


Japan's  "Most 
Reliable"  Bank 

Founded  in  1902  to  support 
Japans  industrial  development, 
IBJ  came  into  its  own  after  the 
Second  World  War  when  it 
played  a  key  role  in  the 
economy's  reconstruction 
Chartered  under  the  Long- 
Term  Credit  Bank  Law  of 
Japan,  IBJ  mobilized  and 
allocated  affordable  finance 
to  industry. 

During  the  1950s  and  '60s, 
it  began  pioneering  new 
business  lines,  such  as  project 
finance  and  M  &  A.  It  played  a 
central  role,  for  example,  in 
the  mergers  that  created 
Nissan  Motor  and  Nippon 
Steel. 

More  recently,  IBJ  has 
looked  to  fostenng  the  next 
generation  of  Japanese  cor- 
porate success  stories.  Since 
1986  its  small  business  loans 
have  increased  by  over  70%. 

IBJ  s  independence  from 
Japan's  competing  corporate 
groups  made  it  an  ideal  inter- 
mediary within  Japanese 
business.  The  bank  has 
entrenched  its  position  by 
offering  superior  service. 

"We  think  not  only  of  the 
profits  of  IBJ  but  also  of  the 
profitsof  ourclients,  "Kurosawa 
told  the  Financial  Times  last  year. 

One  notable  result:  For  the 
fourth  consecutive  year, 
lapanese  businessmen  rated  IBJ 
as  the  "most  reliable  and  most 


useful  bank  in  Japan,"  in  a 
survey  conducted  by  the  Nihon 
Keizai  Shimbun,  Japan's  most 
prestigious  financial  daily. 

Building  A.n 

International 

Presence 

Although  a  pioneer  at  home, 
IBJ  moved  into  the  interna- 
tional arena  relatively  late, 
establishing  its  first  offshore 
branches  in  the  early  70s,  long 
after  other  major  Japanese 
banks  and  foreign  competitors 
had  gone  abroad- 
Even  so,  Deputy  President 
Hideo  lshihara  suggests  that 
IBJ  has  now  pulled  ahead  in 
international  capability:  "I 
think  our  international 
network  today  is  as  good  as 
anyone  else's,  despite  the  fact 
that  we  started  much  later." 

Commitment  To 
The  U.S.  Market 

Nowhere  is  this  more  true 
than  in  North  America,  where 
IBJ  has  established  a  signifi- 
cant presence.  With  opera- 
tions in  New  York, 
Los  Angeles,  Houston, 
Chicago,  Atlanta, 
San  Francisco,  Washington, 
D  C.  Toronto,  and  Vancover 
—  as  well  as  Mexico  City,  Rio 
de  Janeiro,  and  Panama  —  IBJ 
has  built  up  the  capability  to 
meet  virtually  any  client's 
requirements 

In  the  United  States,  IBJ  has 
more  than  1 ,300  employees 
and  assets  of  $40  billion  — 
making  it  one  of  the  largest 
U  S  banking  institutions. 
Because  of  its  strong  financial 
base,  IBJ  has  been  able  to 
continue  its  lending  program 
while  many  other  banks  — 
U.S.  and  foreign  —  have  had 
to  curtail  their  activities. 

Although  IBJ  first  came  to 
North  America  to  service  its 
Japanese  customers  in  the 


U.S.,  increasingly,  the  bank's 
clients  are  local  companies.  lr 
IBJ's  New  York  operations,  for 


Yoh  Kurosawa,  President 

example,  60%  of  all  lending 
is  to  non-Japanese  customers. 
"We  work  with  U.S.  compa- 
nies as  well  as  government 
agencies  and  municipalities," 
lshihara  observes 


More  Than  A. 
"Plain  Vanilla" 
Bank 

"In  the  U.S.,"  lshihara  notes, 
IBJ  is  trying  to  establish  itself 
in  each  field  where  allowed  by 
law."  IBJ  itself  operates  as  a 
wholesale  bank 

"Our  target,"  says  Isamu 
Koike,  Director  and  General 
Manger  of  IBJ's  New  York 
branch,  "is  to  be  first  rate."  He 
adds,  The  role  of  traditional 
plain  vanilla-type  lending  is 
fading  away  and  clients  are 
increasingly  in  need  of 
diversified,  sophisticated 
financial  products." 

IBJ  engages  in  corporate 
finance,  complex  project 
finance,  especially  involving 
energy  and  natural  resources- 
M&A,  as  well  as  acquisition- 
related  finance,  and  sophisti- 
cated treasury  operations.  It 
is  active  in  securities  and  in 
debt  securitization.  It  handles 
capital  market  products, 
including  bonds,  swaps,  and 
options,  and  provides 
advanced  investment  advisory 
services 

IBJ's  financial  strength  is  a 


:  . 
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:ular  advantage  to  its 
customers.  Because  of  its 
credit  rating,  Ishihara 
s  out,  the  bank  can  help 
iwers,  especially  munici- 
;s  and  government 
:ies,  achieve  credit 
icement.  It  can  provide 
up  lines  of  credit  and, 
gh  its  international 
ark,  introduce  borrowers 
w  capital  markets. 


Ishihara,  Deputy  President 


icialized 
jsidiaries 
-get  Client 
eds 

as  built  up  a  roster  of 
/-weight  U  S.  subsidiaries 
ing  specialized  services 
ted  to  particular  client 
s.  The  Industrial  Bank  of 
1  Trust  Company,  for 
iple,  handles  trust  banking 
less  and  lease  financing. 
!J  Schroder  Bank  &  Trust 
pany  does  commercial 
ing,  U.S.  trust  business, 
nvestment  management, 
lerly  known  as  J.  Henry 
oder  Bank  &  Trust,  IBJ 
oder  was  acquired  in  1985 
^ives  IBJ  a  role  in  both 
He  market  lending  and 
ite  banking. 

ubrey  G.  Lanston  &  Co.  is 
her  well-known  name  in 
J.S.  financial  industry  It 
lies  U.S.  government  and 
ral  agency  securities.  It  is 
a  clearing  member  of  the 
:ago  Mercantile  Exchange. 


IBJ's  Execution  Services, 
Inc.  provides  brokerage 
services  to  financial  institu- 
tions in  equity  products  and 
their  derivatives.  D'Accord, 
with  whom  IBJ  is  associated, 
creates  tax-oriented  financial 
structures  and  packages  big 
ticket  leases. 

CI  i  en  t- Driven 
IM  f  'j  A. 

The  Bridgeford  Group 
provides  financial  advisory 
services  for  domestic  and 
cross-border  M  &  A.  Newly 
created,  Bridgeford  builds  on 
IBJ's  broad  client  base  and 
substantial  M&A  track  record 
in  both  Japan  and  the  U.S. 

According  to  Koike,  IBJ 
decided  to  create  its  own 
M&A  specialty  team  instead 
of  linking  up  with  an  existing 
U.S.  boutique.  It  realized  there 
were  profound  philosophical 
differences  between  its 
approach  to  M  &  A  and  the 
approach  of  its  potential 
partners. 

"We  have  always  thought 
of  the  M&A  business  as  a 
response  to  our  customers' 
needs,"  Koike  continues.  "We 
found  our  client-driven 
approach  was  very  different 
from  the  money-driven 
approach  of  other  firms." 

A  Member  OF  The 
Community 

With  the  growth  and  success 
of  its  U.S.  operations,  IBJ  has 
sought  to  play  a  positive  role 
as  a  member  of  the  commu- 
nity. In  1989  it  established  the 
IBJ  Foundation  Inc  "We 
wanted  to  show  our  apprecia- 
tion for  the  host  community's 
support  during  our  30  years 
here,"  Koike  explains 

The  Foundation  focuses  on 
improving  global  education 
and  the  social  infrastructure  of 
urban  neighborhoods.  The 


Foundation's  initial  grants  went 
to  the  Fund  for  New  York  City 
Public  Education,  National 
Public  Radio,  and  Neighbor- 
hood Housing  Services  of 
New  York  City. 

Linking  The  U.S. 
To  The  World 

IBJ  began  as  a  Japanese  bank. 
Just  as  it  has  worked  hard  to 
build  its  presence  in  the  U.S. 
and  the  rest  of  North  America, 
it  has  also  established  itself  as  a 
significant  global  player.  In 
Europe,  it  can  help  clients  in 
virtually  every  major  economy 
or  capital  market  on  the 
continent.  In  Asia,  IBJ  has 
local  prestige  few  banks  — 
local  or  foreign  —  can  match. 

What  this  means  for  the 
U.S.  customer  is  that  IBJ  can 
provide  virtually  unbeatable 
international  access.  "In  the 
U.S.,  we  have  come  to  the 
point  of  being  regarded  as  a 
global  institution  with 
particular  strength  in  our 
formidable  ties  with  Japanese 
corporations,"  explains  Koike 

'These  strong  ties  are 
particularly  important  now, 
because  Japanese  companies 
are  flowing  into  the  U.S. 
market  in  industries  ranging 
from  manufacturing  to 
services,"  he  adds. 


lsamu  Koike,  Director  and  General 
Manager,  NY  Branch 

IBJ  again  has  played  a  key 
role  in  this  business  migration. 
Among  the  cross-border 


transactions  it  has  shepherded 
were  Nippon  Mining's 
acquisition  of  Could  and 
Nippon  Suisan  s  purchase  of 
Arctic  Alaska  Fisheries. 

But  IBI  also  takes  business 
the  other  way  Its  strengh  in 
Asia  —  and  in  Europe  —  can 
help  North  American  cus- 
tomers advance  abroad.  "We 
can  introduce  companies  into 
the  Japanese  market,  for  ex- 
ample," remarks  Ishihara  "We 
can  help  them  find  partners." 


IBJ's  Role  In 
The  '90s:  A 
Premier  Global 
Institution 

"IBJ's  strategy  for  the  '90s,  says 
Ishihara,  "is  to  build  on  what 
we  achieved  in  the  '80s  We 
will  make  ourselves  the  best 
corporate  bank  in  the  world." 

Increasingly  transnational 
in  operation  and  outlook,  IBJ  is 
watching  the  way  its  key 
markets  aie  changing   It  tracks 
risk  closely  It  monitors 
regulatory  reform  closely  - 
especially  in  the  U  S  and 
Japan  -    where  the  harriers 
between  banking  and  secu- 
rities companies  may  soon  fall. 

Favoring  such  change  IBJ 
intends  to  be  a  major  player  in 
securities  markets  worldwide. 
Its  success  so  to  1  is  demon- 
strated by  its  ranking  12th 
or  highei      in  I  uromarket 
undciwiiling  ovei  the  last  four 
years 

The  key  foi  IBJ  in  the  '90s  is 
to  be  icady  to  1  ate  1  to  its 
customers  needs  in  any 
product  line,  in  every  part  of 
the  world  IBI  intends  to  grow 
as  a  genuinely  global  financial 
institution      not  simply  as  an 
internationally  minded 
Japanese  bank  1  o  this  end,  IBJ 
will  diaw  on  the  talent  and 
expeitise  of  people  in  all  the 
markets  when  11  operates  and 
will  be  an  active  member  of  all 
the  communities  it  serves. 


If  your  company  is  not  growing  globally  in  the  '90's, 
it  may  not  grow  at  all!*}  ({Right!  But  where  do  growing 
companies  find  International  trading  partners?*) 


Introducing. . . 


Global  Business  Links 


SM 


Finally,  a  service  that  will  provide  your  company  with 
the  marketing  tools  necessary  to  find  partners  who- 
ironically-are  trying  to  find  you!  Using  a  combination 
of  print  advertising,  on-line  information  listings,  and  a 
unique  partnering  database.  Global  Business  Links  will 
bring  you  together. 

How  Global  Business  Links  Works 


Your  company's  advertisement  in  a  GBL  page  inserted 
in  BUSINESS  WEEK'S  International  edition  read  by  over 
110,000  management  subscribers  in  Europe,  Asia,  Africa 
and  Latin  America. 


COMPUTER  NETWORKING 


•  Your  company's  product  and  services  on-line  for  one  full 
year  in  COUNTERPART,  an  international  database  service 
with  over  a  quarter  million  over-seas  companies.  These 
subscriber  companies  constantly  use  this  global  network  to 
obtain  specific  trade  leads  and  trading  partner  information. 
Finding  partners  or  selling  products  internationally  doesn't 
have  to  be  expensive  to  be  effective.  GBL's  combination  of 
print  and  on-line  access  provides  the  impact  of  BUSINESS 
WEEK  INTERNATIONAL  and  the  longevity  of  COUNTERPART- 
24  hours  a  day,  everyday- at  a  price  you  can  afford. 
If  your  company  is  looking  for  international  partners,  global 
distribution,  buyers  for  your  goods  and  services,  opportunities 
for  real  estate  investment,  think  of  Global  Business  Links  as  your 
international  marketing  partner. 

What  To  Do  Next 

Call,  write  or  fax  for  issue  dates  and  prices: 

GLOBAL  BUSINESS  LINKS/ISDC 

7609  Standish  Place,  Suite  100 
Rockville,  Maryland  20855 
Tel:  1-800-888-4732 
Fax:  1-301-309-2358 


Global ^Business  Links  will  provide  customized  services  including 
softwarefdevelopment,  private  consulting  and  market  studies. 

d  licensing  arrangements  available  worldwide. 


Our  commercial  bankers 
work  so  hard  on  your 
business,  you'd  think 
they  owned  it. 


With  a  First  Interstate 
commercial  banker  on 
your  team,  you  have  an 
ally  to  help  handle  the 
financial  needs  of  your 
business. 

Our  commercial 
bankers  are  dedicated 
professionals,  committed 
to  establishing  long-term 
relationships  with  their 
customers.  Relationships 
built  on  trust,  responsive- 
ness and  flexibility.  Rela- 
tionships designed  to 
help  meet  the  needs  of 
your  company — now  and 
in  the  future. 

There  are  regional 
commercial  banking  cen- 
ters located  throughout 
California.  Let  us  know 
how  we  can  help  you — 
then  watch  us  go  to  work. 


First 

Interstate 

Bank 

We  go  the  extra  mile  for  you: 


Member  FDIC 


FICA 

24A-CA 


There  may  be 
only  one  person 
benefiting  from 
your  dental  plan. 


If  your  company  's  dental  plan  is 
"packaged"  with  group  medical 
insurance,  the  only  winner  in  the 
long  run  is  your  insurance  agent. 

Because  of  skyrocketing  medi- 
cal costs,  insurance  companies 
created  more  restrictive  plans.  And 
while  these  limitations  might  make 
sense  for  medical  coverage,  they 
don't  for  dental  benefits. 

Major  illnesses  are  unpredict- 
able, and  their  associated  costs  can 
be  catastrophic. 

In  contrast,  dental  care  is 
predictable  and  preventive.  More- 
over, dental  plans  usually  have  an 
annual  maximum  benefit  and  a  co- 


payment  on  most  treatment.  Cost 
containment  is  already  built  in. 

Be  a  hero.  Before  you  ask  your 
employees  to  settle  for  an  add-on 
dental  plan  that  excludes  treatment, 
restricts  services,  or  denies  them 
the  right  to  visit  the  dentist  of 
their  choice,  consider  your  options. 

Call  1-800-736-7071  ext.  1204,  or 
write  to  us  for  a  free 


brochure,  "Structuring  A  Dental 
Plan  So  Everybody  Benefits."  It 
describes  dental  plan  alternatives 
that  give  employees  the  right  to 
choose,  yet  could  cost  your  com- 
pany less  than  you're  paying  now. 
That  way  everyone  wins. 


2  1B-CA 


CPA  CALIFORNIA  DENTAL  ASSOCIATION 

Smm^t  We're  the  Dentists  Who  Set  the  Standards  ~ 

71  |  |JB  PO.  Box  13749,  Sacramento.  CA  95853-4749 

CDA  Members  also  belong  to  the  American  Dental  Association  and  their  local  dental  society 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


'IW1PTY  POCKETS 

LRE  STILL  KEEPING  RECOVERY  ON  HOLD 


It  has  been  clear  for  some  time  that  the  U.  S.  econo- 
my got  off  to  a  bad  start  in  the  first  quarter.  Just 
how  bad  is  now  coming  into  view.  The  data  virtually 
sure  that  real  gross  national  product  will  post  its 
cond  consecutive  decline,  following  a  2%  dip  in  the 
urth  quarter.  The  current  quarter's  drop  is  shaping  up 
be  at  least  as  steep  as  last  quarter's.  And  despite  the 
ar's  end,  prospects  for  the  second  quarter  are  not 
icouraging,  either. 

That's  because  financially  strapped  consumers  are 
iding  the  economy's  retreat  (chart),  and  other  sectors 
e  following  in  lockstep.  Consumer  spending,  housing, 
isiness  construction,  and  capital-goods  shipments  all 
igan  the  first  quarter  well  below  their  fourth-quarter 
pels.  Altogether,  that's  four-fifths  of  GNP. 
The  breadth  of  the  first  quarter's  weakness  is  a  sign 
at  the  economy's  problems  run  deep.  It  also  argues 
at  a  rebound  fueled  solely  by  postwar  optimism  may 
!  too  much  to  expect.  The  oil  shock  may  have  snuffed 
it  the  expansion,  but  because  the  recession  has  serious- 
eroded  the  fundamentals  in  many  sectors,  peace  in  the 
df  alone  will  not  necessarily  ignite  a  recovery. 

FACTORY  Recovery  signals  are  faint  at  best.  The 
FLOORS  ARE  government's  index  of  leading  indicators 
GROWING  fell  0.4%  in  January,  after  a  0.1%  dip  in 
QUIETER  December.  Those  were  the  smallest  of 
e  six  declines  since  last  August,  and  the  February 
ading  may  be  up,  buoyed  by  the  surge  in  stock  prices, 
;tter  consumer  expectations,  and  faster  growth  in  the 
oney  supply.  Still,  the  lead  time  between  the  trough  in 
e  leading  indicators  and  the  first  month  of  recovery 
is  been  extremely  variable — from  1  to  10  months. 

Manufacturers  are  still  most- 
ly hunkered  down,  just  waiting 
it  all  out.  In  the  meantime,  new 
orders  are  falling,  the  order 
backlog  is  shrinking,  and  fac- 
tories are  still  laying  off  work- 
ers in  an  attempt  to  keep  inven- 
tories under  control.  Factory 
orders  fell  1.7%  in  January,  the 
fourth  drop  in  the  last  five 
months.  And  since  October, 
manufacturers'  inventories  have 
sen  sharply  in  relation  to  shipments. 
Factory  conditions  didn't  look  much  brighter  in  Febru- 
•y,  says  the  National  Association  of  Purchasing  Man- 
cement.  The  NAPM's  index  of  industrial  activity  edged 
d  to  38.5%  from  37.7%  in  January,  but  readings  below 


CONSUMERS  BEAT 
A  SHARP  RETREAT 
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PURCHASERS  REPORT 
SCANT  IMPROVEMENT 


44%  mean  that  the  economy  is  still  in  recession  (chart). 

The  most  important  question  is:  Now  that  the  Iraqi 
army  has  laid  down  its  weapons,  will  American  consum- 
ers bring  out  their  heavy-spending  artillery?  Economists 
looking  for  a  spring  recovery  are  pinning  their  hopes  on 
a  rebound  in  consumer  spending.  But  the  latest  news 
from  consumers  suggests  that  households  still  don't 
have  enough  cash  to  increase  spending  by  much,  if  any. 

I  MORE  Personal  income  in  January  fell  by  0.5% — 

I  OPTIMISM,  its  biggest  decline  in  two  years.  Wages 
I  BUT  LESS  an(}  salaries  dropped  0.5%,  with  factory 
I  CASH  earnings  down  1.5%.  And  consumers  have 

a  thin  cushion  of  savings.  They  put  away  only  4.3%  of 
their  aftertax  earnings  in  January.  That  rate  differs 
little  from  the  average  of  the  past  two  years,  and  it's 
way  below  the  7.2%  saved  during  the  last  recession. 

Then  there's  the  question  of  consumers'  heavy  burden 
of  debt.  Installment  credit,  as  a  percentage  of  aftertax 
income  was  much  higher  going  into  this  recession  than 
at  the  beginning  of  the  last  downturn.  And  more  strin- 
gent lending  rules  at  banks  make  credit  tougher  to  get. 

Paychecks  look  even  punier 
after  accounting  for  inflation 
and  taxes.  Real  disposable  in- 
come was  down  a  sharp  0.9%  in 
January.  That  almost  assures  a 
third  consecutive  quarterly  drop 
in  the  buying  power  of  incomes, 
something  that  hasn't  happened 
in  the  postwar  era.  Further  lay- 
offs and  smaller  pay  raises  sug- 
gest weak  earnings  in  coming 
months  as  well. 

With  less  green  in  their  wallets,  it's  no  wonder  con- 
sumers are  so  blue.  The  index  of  consumer  sentiment, 
compiled  by  the  University  of  Michigan,  increased  5.4% 
in  February,  but  it  is  way  below  its  pre-August  level. 
Attitudes  about  current  economic  conditions  fell  by  1.4% 
last  month  and  stand  18%  below  their  year-ago  reading. 

People  are  more  optimistic  about  the  next  six  months, 
though.  Consumer  expectations  jumped  by  12.3%  last 
month,  probably  because  those  surveyed  hope  that  a 
quick  end  to  the  gulf  war  will  help  end  the  recession. 
The  trouble  with  this  argument  is  that  heightened  opti- 
mism is  based  on  an  economic  recovery,  meaning  that 
consumers  will  have  to  fulfill  their  own  expectations. 

It  will  not  be  easy.  Consumer  sentiment  remains  far 
below  its  summer  level,  indicating  that  job  security, 
slower  income  growth,  and  high  debt  levels  have  also 
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been  keeping  many  shoppers  at  home.  Those  economic 
strains  won't  go  away  with  the  end  of  the  war.  And 
that's  why  a  spring  turnaround  is  unlikely. 

Consumer  spending  is  on  a  downward  slide  as  steep  as 
those  during  the  two  severest  recessions  of  the  last  40 
years.  Outlays  dropped  0.6%  in  January,  to  an  annual 
rate  of  $3,718.6  billion.  After  price  changes,  buying  fell 
l.r-  and  was  V '<  below  its  year-ago  level. 

Outlays  had  declined  at  an  annual  rate  of  2.9%  in  the 
fourth  quarter.  The  January  drop  means  that  spending 
started  off  the  first  quarter  at  an  annual  rate  of  3.4%; 
below  last  quarter's  level.  Even  if  consumers  mount 
some  kind  of  postwar  rebound,  outlays  this  quarter  will 
still  fall  sharply,  creating  a  big  drain  on  real  GNP.  And 
for  the  second  quarter,  weak  household  finances  suggest 
that  any  such  bounce-back  will  be  small  and  temporary. 

I  NEW-CAR  The  latest  numbers  on  sales  of  cars  and 
u  AND  HOME  homes,  necessary  ingredients  for  any  real 
I  SALES  ARE  consumer  turnaround,  also  don't  offer 
I  DISMAL  much  hope.  Sales  of  new  domestically 
made  cars  remained  weak  in  late  February,  at  an  annual 
rate  of  5.9  million,  leaving  the  rate  for  the  month  at  only 
6  million.  That  was  little  changed  from  5.9  million  in 
January,  and  it  means  overall  consumer  spending  in 
February  was  probably  lackluster  as  well. 

Homebuying  has  been  on  the  skids  for  about  two 
years  now.  In  January,  new  single-family  home  sales  slid 
12.3%,  to  an  annual  rate  of  408,000,  even  though  mort- 
gage rates  were  dipping  below  10%. 

Anecdotal  reports  indicate  that  home  sales  picked  up 
toward  the  end  of  January.  That  rise  may  have  contin- 
ued into  February,  as  buyers  began  to  take  advantage  of 
last  month's  fall  in  mortgage  rates.  But  in  early  March, 
long-term  interest  rates  started  to  edge  up  again.  With- 
out further  declines  in  mortgage  rates,  any  turnaround 
in  homebuying  will  be  limited. 

That  would  mean  more  problems  for  homebuilders, 


who  are  already  wrestling  with  stricter  bank-loan  re- 
quirements and  a  glut  of  unsold  homes.  At  the  January 
sales  rate,  it  would  take  9.3  months  to  clear  out  the 
existing  supply  of  new  homes  (chart).  That's  the  largest 
supply  in  almost  nine  years.  Until  that  stock  is  whittled 
down,  construction  activity  will  remain  listless. 

The  plunge  in  outlays  for  residential  buildings  has  led 
the  nationwide  drop  in  construction  spending.  Total  out- 
lays dropped  2.6%  in  January,  to  an  annual  rate  of  $396.6 
billion,  the  10th  consecutive  month  of  decline.  Total  out- 
lays are  now  at  a  four-year  low,  and  the  ongoing  deterio- 
ration in  construction  contracts  is  a  sign  that  the  decline 
has  further  to  go.  That's  another  big  drag  on  GNP 
growth  in  addition  to  the  one  from  consumer  spending. 

About  the  only  outlays  that 
households  are  still  making  are 
for  items  that  could  be  classi- 
fied as  essentials,  or  not  post- 
ponable.  Spending  on  housing, 
food,  gas,  heating  oil,  medical 
care,  and  drugs — about  half  of 
all  outlays — continues  to  in- 
crease, but  at  a  weak  pace. 

Spending  on  more  discretion- 
ary items  is  where  consumers 
are  cutting  back.  Demand  for 


THE  GLUT  OF  NEW 
HOMES  GETS  LARGER 
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these  postponable  goods  and  services  has  fallen  4.37c 
during  the  past  year.  Holding  off  on  vacations,  new  cars, 
and  home  improvements  creates  the  pent-up  demand 
that  will  propel  this  economy  into  recovery.  But  unleash- 
ing that  demand  will  require  an  improvement  in  house- 
hold finances.  That  means  better  real-income  growth, 
lower  debt  levels,  and  a  bigger  savings  cushion. 

Consumers  may  feel  better  about  their  future  now 
that  the  war  is  one  less  thing  to  worry  about,  but  if  an 
economic  recovery  is  going  to  get  under  way,  they'll 
have  to  back  up  their  optimism  with  hard  cash.  And 
right  now,  they  just  don't  have  it. 


RETAIL  SALES 


Wednesday,  Mar.  IS,  8:30  a.m. 
Retail  sales  probably  increased  by  about 
0.3'  <  in  February,  according  to  econo- 
mists surveyed  by  McGraw-Hill  Inc.'s 
MMS  International.  That  gain  would 
hardly  reverse  January's  0.9';  drop  or 
the  1.5''  plunge  in  December.  However, 
during  the  week  of  Mar.  18,  the  Com- 
merce Dept.  will  release  revisions  to  the 
retail-sales  data  of  the  past  three  years. 
That  could  alter  the  severity  and  timing 
of  the  retail  slump. 


BUSINESS  INVENTORIES 


Thursday,  Mar.  14, 
Inventories  held  by 
ers,  and  retailers  were 


10  a.m. 

factories,  wholesal- 
probably  un- 


changed in  January,  after  shrinking  by 
0.7''  in  December.  Factories  have  al- 
ready reported  no  change  in  their  stock- 
piles. Business  shipments  probably  fell 
by  about  0.67'  in  January,  after  plum- 
meting 2.37  in  December.  That's  indicat- 
ed by  weak  retail  and  factory  sales. 

PRODUCER  PRICE  INDEX  

Friday,  Mar.  15,  8: SO  a.m. 
The  MMS  economists  expect  that  produc- 
er prices  of  finished  goods  fell  by  0.27 
in  February,  after  slipping  by  0.1%  in 
January.  Falling  energy  prices  caused 
much  of  the  February  decline,  as  they 
did  in  January.  Excluding  food  and  ener- 
gy, producer  prices  are  expected  to  in- 
crease 0.27  in  February,  after  rising 
0.57  in  Januarv. 


INDUSTRIAL  PRODUCTION 


Friday,  Mar.  15,  9:15  a.m. 
Output  at  factories,  mines,  and  utilities 
probably  fell  0.2' ;  further  in  February, 
after  dropping  0.47  in  January.  Cuts  in 
auto  production  will  likely  lead  the 
downturn.  Output  has  fallen  in  each  of 
the  past  four  months  as  demand  for 
goods  remains  sluggish. 


CAPACITY  UTILIZATION 


Friday,  Mar.  15,  9:15  a.m. 
The  expected  decline  in  industrial  output 
means  that  operating  rates  probably  fell 
to  about  79.6f;<  in  February,  according  to 
the  MMS  consensus.  In  January,  capacity 
utilization  fell  to  79.97,  its  lowest  level 
in  four  years. 
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TheV-12, 263-Horsepower 

XJ-S  Convertible 
or  Those  Few  UponWhon 
The  Sun  Always  Shines 


In  California,  XJ-S  Convertible  available  in  1990  model  only. 


Some  people  seek  the  sun.  Then 
again,  there  are  others  who  bask 
in  it  at  will.  If  you're  in  the  latter 
group,  consider  the  XJ-S  Convertible. 

Its  thickly  padded,  hand-tailored 
power  top  folds  in  less  than  12  sec- 
onds. The  S-type's  sensuous  style  and 
bold,  powerful  stance  display  the 
confidence  Jaguar  drivers  have  come 
to  expect.  And  the  S-type's  legendary 
12-cylinder,  overhead  cam  engine  has 
the  kind  of  performance  that  is  sure 
to  brighten  your  day. 


Just  step  on  the  accelerator.  You'll 
be  pressed  into  the  seat,  while  the 
S-type's  sophisticated,  fully  in- 
dependent suspension  handles  high- 
ways and  twisting  country  roads  with 
a  sense  of  ease  and  refined  agility 
found  only  in  a  Jaguar.  When  it's  time 
to  slow  again,  massive  four-wheel, 
power-assisted,  anti-lock  disc  brakes 
will  do  the  job  quickly  and 
confidently. 

Enter  the  XJ-S  Convertible  and 
you  will  find  a  delightful  new  interior 


trimmed  in  the  beauty  of  highly 
polished  burl  elm.  The  seats  are 
upholstered  in  soft,  supple  leather, 
accented  by  color-coordinated  piping. 

We  invite  you  to  test  drive  the 
XJ-S  Convertible.  We  think  you  will 
find  that  the  sun  shines  most  brightly 
when  you're  in  a  Jaguar.  For  the  name 
of  your  nearest  dealer,  call  1-800-4- 
JAGUAR. 


JAGUAR 


A        BLENDING         OF        ART        AND  MACHINE 


s 
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VICTORY  AT  HOME 
WON'T  COME  SO  EASY  I 

MORALE  IS  RISING,  BUT  EVEN  UPBEAT  EXECUTIVES  ARE  PLAYING  WAIT-AND-SEE 


dence.  Americans,  •  the  argument  goes,! 
are  pumped  up:  Freed  from  the  stigmai 
of  Vietnam,  they  are  ready  to  celebrate} 
as  only  Americans  can — by  spending.  Asl 
Federal  Reserve  Board  Chairman  Alan 
Greenspan  noted  on  Mar.  6:  "The  suc- 
cessful end  to  the  hostilities  in  the  gulf 
has  removed  a  troublesome  uncertainty 
and  should  provide  some  lift  to  consum-' 
er  and  business  confidence." 
The  problem  is,  the  party  hasn't  really 
gotten  rolling  yet.  In 
fact,  consumer  outlays, 
off  sharply  in  January, 
haven't  bounced  back. 
Americans  aren't  mob- 
bing department  stores. 
The  large-appliance 
business  remains  soft, 
and  new-car  sales  in 
February  were  down 
13%.  True,  polls  show 
that  consumers'  morale 
is  on  the  rise.  But  their 
incomes  aren't — and 
confidence  alone  won't 
buy  much. 

Retailers  are  making 
upbeat  noises  anyway. 
Fighting  ended  in  the 
middle  of  what  is  nor- 
mally a  slow  retailing 
season.  "The  day  the 
war  ended;  did  people 
jump  in  their  cars  and 
head  to  the  shopping 
mall?  I  can't  say  that," 
says  William  J.  McCar- 
thy, president  for  mar- 
keting at  Montgomery 
Ward  &  Co.  But  furni- 
ture sales  at  the  chain, 
boosted  by  heavy  pro- 
motions, have  been  ro- 
bust in  the  past  three 
weeks.  And  McCarthy 
expects  an  early  Easter 
will  help  pull  shoppers 
away  from  their  televi- 
sion sets  and  back  into 
his    stores.  Already, 


ack  to  business. 

As  suddenly  as  it  began,  the 
'gulf  war  is  over.  In  the  coming 
months,  the  Mideast  will  attempt  to  re- 
build (page  32).  G.  I.s  will  make  their 
way  home.  And  U.  S.  companies,  after 
seven  months  of  contingency  living,  will 
return  to  the  matter  of  doing  business  in 
a  recession. 

That's  plenty  worrisome,  but  the  pri- 
mary emotion  in  executive  suites  these 


days  is  sweet  relief.  The  actual  combat 
lasted  just  six  weeks — much  shorter 
than  most  had  anticipated.  "Thank  God 
the  war  didn't  last  9  or  10  months,"  says 
Tom  Bewley,  director  of  sales  and  pro- 
motions at  the  Walt  Disney  World  Dol- 
phin, an  Orlando  hotel.  "It  would  have 
been  devastating." 

The  quick  U.  S.  victory,  say  many  ex- 
ecutives surveyed  by  BUSINESS  WEEK, 
will  cause  a  swell  of  consumer  confi- 


HIGH  TECHNOLOGY 


MAGNIFIED  CIRCUIT  BOARD  AT  CHIPCOM: 
DESPITE  THE  WAR,  THE  ELECTRONICS  MAKER'S 
SALES  ARE  UP  80%  THIS  TEAR  * 
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•affic — if  not  sales — at  Kenneth 
1.  Meade's  three  Detroit  car  deal- 
rships  is  up  by  50%  since  the  last 
jw  days  of  the  war. 

Certainly,  some  business  is 
jming  back.  Airlines  are  heaving 

collective  sigh  of  relief,  as  com- 
anies  loosen  up  on  travel  restric- 
ons  (page  30).  And  moribund 
eals  are  getting  new  life.  Con- 
tar  International  Inc.,  a  Chatta- 
ooga  manufacturer  of  plastic 
aft-drink  containers,  is  reopening 
egotiations — stalled  by  the  con- 
ict — with  several  potential  over- 
sas  partners.  Ellen  B.  Richstone, 
hief  financial  officer  of  Bull 
[.  N.  Information  Systems  says 
er  company  sold  $20  million 
rorth  of  computers  in  the  past 
3W  weeks  to  two  "very  conserva- 
ve"  U.  S.  customers  that  had  de- 
iyed  their  purchases  until  the 
rar's  end  was  in  sight. 

Customers  with  cold  feet  had 
riilled  many  businesses  since  the 
ivasion.  Now,  Cabot  Corp.,  like 
ther  polymer  producers,  is  hop- 
lg  that  stable  oil  prices  will 
ring  back  orders  that  disap- 
eared  in  December  and  January, 
s  wary  industrial  customers 
ipped  into  their  hefty  stocks  to 
edge  against  an  oil-driven  price 
pike.  Similarly,  some  wastepaper  prices 
ave  dropped  by  as  much  as  50%  since 
le  summer — in  part,  haulers  complain, 
ecause  the  U.S.  military  diverted  ship 
antainers  normally  used  to  transport 
aper  to  big  Asian  customers. 

For  others,  of  course,  the  war  was  a 
oon.  VF  Corp.'s  Wrangler  subsidiary 
mded  a  one-year,  $17  million  contract  to 
apply  a  million  pairs  of  desert  camou- 
lage  pants.  The  pressure  to  deliver 
lose  duds  ASAP  has  eased,  but  Wran- 
ler  expects  the  Army  to  stick  to  its 
eal.  "They  assured  us  that  they  would 
uy  these  fatigues  no  matter  what,  so 
ley  wouldn't  get  caught  short  again," 
ays  Bill  Koronis,  Wrangler's  senior 
lerchandise  manager.  Colt's  Manufac- 
aring  Co.,  meanwhile,  is  still  filling  fire- 
rms  orders  placed  during  the  war  and 
xpects  more  from  Mideast  customers. 
reading  gingerly.  For  all  the  good 
ews,  however,  much  has  stayed  the 
ame.  The  recession  is  still  here,  and  the 
redit  crunch  is  squeezing  companies 
nd  their  customers.  Unemployment  is 
rowing,  real  estate  is  in  the  dumps,  and 
he  nation's  trade  deficit  is  stubbornly 
igh.  "These  are  all  difficult  problems 
or  which  we  don't  have  a  Norman 
chwarzkopf,"  says  Robert  J.  Schillman, 
hief  executive  at  Cognex  Corp.,  a  man- 
facturer  of  machine  vision  systems  in 
leedham,  Mass. 

Even  the  optimists  are  treading  gin- 
;erly.  Metafile  Information  Systems 


RETAILING 


WILL  AN  EARLY 
EASTER  BOOST 


FASHION  SALES 


Inc.,  a  small  software  company  in  Roch- 
ester, Minn.,  expects  to  return  to  its  50% 
growth  rate  after  a  wartime  fall-off.  But 
President  Allan  C.  Sprau  says  that,  for 
now,  he's  holding  off  on  new  hires  and 
keeping  a  lid  on  advertising,  which  he 
cut  by  60%  last  August. 


Pier  1  Imports  Inc.,  although 
confident  that  sales  at  its  retail 
chains  will  pick  up,  is  still  tending 
to  play  it  safe:  It  will  open  just  27 
new  stores  this  year,  down  from 
72  in  1990.  "Once  we're  satisfied 
that  it's  not  a  fluke  and  demand 
stabilizes,  we'll  gear  up  again," 
says  Chief  Executive  Clark  A. 
Johnson. 

dour  Yankees.  Despite  the  cau- 
tion, Pier  1  will  accelerate  its  ad 
spending.  During  the  war,  it  had 
gone  to  small,  black-and-white 
print  ads.  Volkswagen  of  America 
Inc.  says  its  regional  and  local 
dealers  are  bringing  back  aggres- 
sive, traffic-building  ads.  Before 
the  shooting  ended,  the  auto  mar- 
keter had  stuck  exclusively  to  its 
low-key,  image-building  "Fakr- 
vergnugen"  campaign.  Explains 
Marketing  Director  William  A. 
Gelgota  Jr.:  "The  mood  of  the 
consumer  wasn't  into  buying  any- 
thing major." 

That's  certainly  true  for  the 
recreational  vehicle  industry, 
where  a  two-year  slump  won't 
end  anytime  soon.  Miami-based 
Cruise  America  Inc.  cut  back  af- 
ter the  Iraqi  invasion  of  Kuwait, 
paring  advertising  by  20%  and 
cutting  staff  to  210,  90  fewer 
than  normal.  It  doesn't  expect  to  bulk  up 
again.  And  General  Electric  Co.  still 
forecasts  that  demand  for  its  big  appli- 
ances will  fall  57<  this  year. 

As  you'd  expect,  New  Englanders  are 
still  downright  pessimistic.  The  region 
lost  3.7%  of  its  jobs  last  year,  the  most 


MANUFACTURING 


GENERAL  ELECTRIC  SAYS 
DEMAND  FOR  BIG  APPLIANCES 
WILL  FALL  BY  5%  IN  1991 
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since  194 1.  And  housing  permit?  were 
off  30%.  Excepi  for  two  major  govern- 
meni  works  contracts,  in  fact,  the  re- 
=  has  i 


is  hot:  Sales  so  far  this  year,  even  with 
the  war.  are  up  80%.  But  like  many  exec- 
utives in  the  region,  Cohen.  Chipcom's 
vice-president  for  sales  and  marketing, 
isn't  so  bnHish.  "'Most  couples  I  know.'" 
he  says,  ""both  people  are  working,  not 
to  go  out  to  dinner  every  night  but  just 
to  cover  costs."  Stifl.  Cohen  feels  better 
than  he  did  two  months  ago.  He  now 
believes  the  national  economy  will  bot- 
tom out  bv  vearend. 


That's  a  view  shared  by  many  execu- 
tives surveyed.  Most  are  still  edgy.  But 
"all  of  a  sudden,  there's  one  less  thing 
to  worn"  about."'  says  Stephen  T.  Ardia, 
chief  executive  of  Goulds  Pumps  Inc..  a 
Seneca  Falls  (N.  Y.)  manufacturer.  Now, 
ii's  time  to  worry  about  the  economic 
war  at  home. 

By  Keith  S.  Hammonds  in  Boston,  with 
Julia  Flynn  Siier  in  Chicago.  Walecia  Eon- 
rad  in  Atlanta,  and  bureau  reports 


THE  TRAVEL  BUSINESS  STILL  HAS 
AN  ALTITUDE  PROBLEM 


War  jitters  may  have  eased,  but  not  corporate  costK^ttmg 


A, 
■ 
jarred  T.  S.  travel  agencies  and 

have  l»een  ringing  off  the  hook."  says 
a  relieved  Dexter  Koehl  of  Carlson 
Travel  Network,  one  of  the  nation's  larg- 
est travel  agencies.  But  while  peace  has 
given  a  much-needed  jolt  to  the  ailing 
travel  business,  few  expect  a  speedy 
recovery  in  more  than  a  few  isolated 
cases. 

eled  by  r< 

terrorism,  the  travel  biz  saw  bookings 

weeks.  Even  with  business  coming  hack, 
the  damage  is  severe.  Hardest  hit  are 
the  airlines.  Lee  R.  Howard  of  Airline 

consulting  firm,  estimates  that  the  in- 
dustry will  lose  S2  hillion  in  the  current 
quarter,  matching  the  record  operating 


loss  in  the  final  quarter  of  1990.  Says 
Howard:  ""We  expect  gradual  recovery 

-  ■ 

Overseas  travel,  growing  at  a  double- 
digit  clip  before  Iraq's  Aug.  2  invasion 
of  Kuwait,  faces  the  toughest,  rebound. 
International  traffic  for  all  E.  S.  airlines 
dropped  3.3%  in  January,  while  domestic 
travel  fell  at  less  than  half  that  rate. 
Although  some  corporations  quickly  lift- 
ed travel  bans  with  the  war's  end.  major 
•employers  such  as  Procter  &  Gamble 
Co.  and  Exxon  Corp.  remain  wary  of 
terrorist  threats  and  are  still  restricting 
foreign  travel. 

v  *.=:£.  :  ist  irries 

recessionary  cost-cutting  is  squeezing 
travel  budgets.  Morton  Ehrlich  is  presi- 
dent of  Lifeco  Services  Corp..  which 
deals  mainly  with  corporate  clients.  He 
says  overseas  travel  booked  by  Lifeco 
still  is  off  bv  nearlv  a  third,  after  falling 


451""  when  the  war  began.  "Easing  of 
[gulf]  Tensions  will  support  a  recovery,"  ' 
he  says,  ''"but  it  will  be  very  slow.'" 

Vacationers  may  get  the  travel  bug 
more  quickly.  ""We've  seen  a  real 
strength  in  the  leisure  marketplace," 
says  Michael  A.  PJbero.  Hilton  Hotels 
Corp.'s  senior  vice-president  for  market- 
ing. Business  from  foreign  vacationers 
at  Hilton's  L\  S.  hotels  fell  nearly  50% 
otiring  the  war.  PJbero  doesn't  expect  a 
full  recovery  until  midyear,  unless  the 
airlines  resort  to  super  discounts. 

But  fare  wars  are  surely  no  panacea. 
British  Airways  PLC.  which  has  cut 
some  fares  by  a  third  and  recently  re- 
duced the  cost  of  its  vacation  packages, 
says  bookings  from  the  E.  S.  are  still 
down  by  as  much  as  15% .  "lt"s  not  nor- 
mal yet  by  a  long  shot,"  says  a  British 
Air  spokesman.  With  some  of  its  dis- 
counts on  transatlantic  fares  set  to  ex- 
pire on  Mar.  15.  Northwest  Airlines  Inc. 
says  the  number  of  calls  to  its  interna- 
tiona]  desk  on  a  recent  Sunday  soared 
85%  beyond  the  level  on  the  comparable 
Sunday  a  year  ago.  Still,  the  airline's 
business  is  running  slightly  below  year- 
ago  levels. 
3=113--  s»r_£.  - 

of  Southwest  Airlines  Co..  says  bookings 
for  March  at  his  no-friUs  airline  are  ''ex- 
tremely strong"  and  could  fill  nearly 
75%  of  the  seats  on  his  planes,  up  from 
62%  in  Eebrnary.  But  be  credits  heavy 
promotions  and  discounts  in  "Western 
and  Southwestern  markets  for  much  of 
the  gain.  At  best.  Southwest  will  post  a 
tiny  profit  this  quarter. 

The  industry  isn't  hurting  every- 
where. Privately  held  Budgei  Bent  a  Car 
Corp.  says  January  was  one  of  its  best 
months  ever  on  top  of  record  revenues 
in  1990.  Discounts  in  Hawaii  and  Florida 
on  minivans.  luxury  cars,  and  convert- 
ibles boosted  market  share.  La  Quinta 
Motor  Inns  Inc.  chief  Sam  Barshop  says 
his  no-frills  motel  chain  has  lured  busi- 
ness travelers  who  are  'trading  down'" 
to  cut  costs. 

But  such  bright  spots  clearly  remain 
exceptions.  Entil  the  economy  surges 
anew,  the  travel  biz  wont  get  its  long- 
awaited  vacation  from  bad  news. 

By  Wendy  Zellner  in  Dallas,  with  Seth 
Pai/ne  in  Waskinaton 


: 


Commentarv/by  Michael  J.  Mandel 


THE  RECESSION  MAY  BE  OVER  BEFORE  ITS  WORK  IS  DONE 


rhe  war  is  over.  The  re- 
cession is  not. 
The  quick  and  over- 
'helming  end  to  Operation 
lesert  Storm  has  quieted 
ie  doomsayers,  and  while 
Eligible  signs  of  recovery 
re  still  scarce,  the  econom- 
:  downturn  now  looks 
mch  more  manageable, 
v'ith  the  consensus  fore- 
asting  a  midyear  recovery, 
isagreement  between  pes- 
imists  and  optimists  has 
een  reduced  to  a  matter  of 
few  months — the  differ- 
nce  between  a  spring  up- 
irn  and  one  that  starts  in 
ie  early  fall. 

A  short,  shallow  recession 
;  surely  preferable  to  the 
harp  decline  that  many 
sared.  Still,  there's  a  catch, 
lard  times,  if  they're  bad 
nough,  can  quickly  wring 
ut  overcapacity  and  pave  the  way  for 

strong  recovery.  But  so  far,  this  re- 
sssion  is  taking  a  much  slower  route, 
inance,  retailing,  and  other  services 
re  only  now  starting  to  slim  down, 
nd  many  companies  will  be  under 
ressure  to  keep  laying  off  employees 
fter  the  recession  is  officially  over. 
ailures  aplenty.  The  steep  1981-82 
ownturn  is  a  classic  example  of  a  re- 
ession  that  cleared  away  large  swaths 
f  excess  and  uncompetitive  capacity, 
hiring  that  slump,  manufacturers 
liced  their  employment  by  more  than 
1  in  just  16  months.  Since  Septem- 
er,  1990,  by  comparison,  service  sector 
usinesses  have  lost  only  0.1%  of  their 
•orkers.  Even  the  finance  industry, 
ounded  by  a  weak  real  estate  market, 
ad  loans,  and  the  thrift  debacle,  has 
eld  on  to  almost  all  of  its  work  force. 
Vail  Street  firms  and  New  York  banks 
ave  made  deep  staff  reductions,  but 
ationally,  employment  in  that  indus- 
ry  has  fallen  by  just  0.47'  since  the 
ummer,  according  to  the  Bureau  of 
,abor  Statistics. 

Overall,  the  unemployment  rate  has 
isen  by  less  than  a  percentage  point 
ince  the  summer  (chart).  Managers 
nd  professionals,  ostensibly  hard-hit 
y  white-collar  cutbacks,  have  seen 
heir  unemployment  rate  rise  only 
lightly  above  its  level  at  the  beginning 
f  1990.  And  according  to  a  new  fore- 
ast  from  Laurence  H.  Meyer  &  Asso- 
iates,  the  peak  unemployment  rate  in 


7.0 


this  recession,  on  a  quarterly  basis, 
will  reach  6.77 — far  below  the  10.77 
recorded  in  the  last  quarter  of  the 
1981-82  recession. 

Even  the  soaring  rate  of  business 
failures — up  by  a  staggering  38%  since 
last  year — doesn't  translate  immediate- 
ly into  fewer  competitors.  With  the  ex- 
ception of  Eastern  Air  Lines  Inc.,  al- 
most all  of  the  large 
companies  that  have 
recently  filed  for 
Chapter  11  bankrupt- 
cy protection  are  still 
in  business.  Federated 
Department  Stores 
and  Allied  Stores 
Corp..  for  example, 
have  been  operating  in 
Chapter  11  since  Janu- 
ary, 1990,  but  they've 
closed  only  17  of 
about  250  stores.  In 
the  airline  industry, 
both  Pan  American 
World  Airways  Inc. 
and  Continental  Air- 
lines Inc.  continue  to 
fly.  And  thanks  to 
government  backing, 
Bank  of  New  England 
Corp.  and  other  insol- 
vent banks  are  open 
for  business. 

But  the  slow  pace 
of  the  cutbacks  so  far 
doesn't  mean  they  will 


UNEMPLOYMENT 
IS  CLIMBING... 


...AND  SO  ARE 
BUSINESS  FAILURES 


DAW:  BUREAU  OF  LABOR  STATISTICS, 
DUN  8  BRADSTRETT  CORP. 


stop  once  the  recession  is 
over.  Overcapacity  still  af- 
flicts this  economy.  There 
are  too  many  banks  and 
stores,  and  a  half-year  of  re- 
cession certainly  hasn't  been 
able  to  make  empty  office 
buildings  and  unsold  homes 
disappear.  That  means  even 
if  the  downturn  were  to  end 
tomorrow,  service-sector 
businesses  would  still  be 
cutting  back  in  order  to  re- 
store profit  margins  that 
have  been  shrinking  over 
the  past  year. 

face  slap.  And  their  prob- 
lems go  beyond  just  overca- 
pacity, warns  Stephen  S. 
Roach,  senior  economist  at 
Morgan  Stanley  &  Co.  U.  S. 
service  industries  also  face 
the  threat  of  increased  for- 
eign competition  at  home 
and  abroad.  In  recent  years, 
foreign  companies  have  enthusiastical- 
ly bought  up  U.  S.  retail  chains,  hotels, 
and  other  service  businesses,  spending 
almost  as  much  money  as  they  did  on 
factories.  If  the  experience  of  manufac- 
turing is  any  guide,  competition  with 
foreign-owned  service  businesses  is  go- 
ing to  spur  cost-cutting  and  productivi- 
ty improvements. 

Still,  the  recession 
does  have  an  impor- 
tant role  to  play,  since 
there's  nothing  like  a 
slap  in  the  face  to  get 
someone's  attention. 
Just  as  the  recession 
of  1981-82  woke  up 
manufacturers  and 
eventually  led  to  their 
resurgence  in  the  sec- 
ond half  of  the  1980s, 
so  might  this  down- 
turn help  shake  up 
service  companies. 
"The  recession  is  pro- 
viding them  with  un- 
mistakable clues," 
says  Roach.  "It's 
bringing  the  reality  of 
the  problem  home 
with  a  vengeance."  If 
the  service  sector 
heeds  these  messages, 
this  recession,  no  mat- 
ter how-  short  or  shal- 
low, will  have  set  the 
stage  for  growth. 


JAN.  91 


BUSINESS  WEEK/MARCH  18.  1991  31 


eNews 


THE  GULF  I 


NOW,  THE  DESERT  KINGDOMS 
ARE  THIRSTY  FOR  CASH 


The  Saudis  and  Kuwaitis  want  billions — and  banks  are  happy  to  oblige 


About  a  year  ago, 
a  group  of  Ku- 
wait's most  power- 
ful money  manag- 
ers quietly  recom- 
mended borrowing 
abroad  for  the  first 
time  ever  to  in- 
crease their  leverage  on  their  country's 
$100  billion  foreign  investment  portfolio. 
In  Saudi  Arabia,  meanwhile,  mounting 
budget  deficits  were  prompting  similar 
proposals  for  overseas  credit.  None  of 
them  got  off  the  ground.  That  was  be- 
fore the  war. 

As  the  bills  for  Operation  Desert 
Storm  come  due  and  the  reconstruction 
of  Kuwait  begins,  the  Kuwaitis  and  the 
Saudis  have  undergone  a  battlefield  con- 
version. Once  the  providers  of  surplus 
petrodollars  to  banks  around  the  world, 
both  nations  are  now  stretching  out 
their  palms  to  U.  S.  and  European  lend- 
ers for  help.  They  prefer  this  over  dump- 
ing their  remaining  foreign 
assets,  which  could  unsettle 
markets  worldwide. 

The  Saudis  and  Kuwaitis 
are  already  receiving  a 
warm  response  from  bank- 
ers. So  warm,  in  fact,  that 
other  borrowers — from  the 
capital-starved  economies  of 
Eastern  Europe  and  Latin 
America  to  the  deficit- 
plagued  U.  S.  government  it- 
self— may  have  to  pay  more 
for  their  money  or  risk  get- 
ting pushed  to  the  end  of 
the  line.  Saudi  Arabia  and 
Kuwait's  351  billion  barrels 
of  proven  oil  reserves  are 
collateral  that  chary  lenders 
prize  above  all.  Some  expect 
the  two  states  to  borrow  $20 
billion  in  the  next  few  years. 
Other  Arab  states  may  bor- 
row still  more  through  a 
proposed  regional  fund. 
softer  line.  Raising  billions 
offshore  will  change  the 
very  nature  of  Kuwait  and 
Saudi  Arabia.  Kuwait's 
strict  nationalist  investment 
laws,  which  mandate  that  all 
businesses  in  the  emirate  be 
1007'  Kuwaiti-owned,  are 
likely  to  be  softened  to  get 


projects  moving.  Hotels  and  chemical 
plants  may  be  opened  to  foreign  equity 
investment  (table).  Some  Western  bank- 
ers also  expect  the  Kuwaitis  to  borrow 
against  oil  exports  once  production  re- 
sumes. Gaylen  J.  Byker,  head  of  com- 
modity-indexed transactions  for  Banque 
Paribas  in  New  York,  notes  that  Iran 
has  already  lined  up  $2.2  billion  in  oil 
credits  for  1991. 

Foreign  borrowing  may  embarrass  the 
secretive  Saudi  government,  which  will 
have  to  disclose  state  revenues  for  the 
first  time.  Some  reform-minded  Saudis 
hope  that  will  increase  government  ac- 
countability. For  war-torn  Kuwait,  the 
postwar  investment  boom  "will  be  a 
golden  opportunity  to  reshape  the  econo- 
my," says  Muhammad  al-Sabah,  a  lead- 
ing Kuwaiti  economic  adviser.  He  sug- 
gests that  Kuwait  could  become  the 
financial  center  of  the  gulf  if  it  allowed 
foreign  banks  to  transact  business  there. 

But  other  Kuwaitis  say  their  country 


HOW  THE  KUWAITIS  WILL  PAY  THEIR  BILLS 

OIL  May  be  allotted  $20  million  a  day  from  Saudi  oii  revenues  until 
their  own  output  resumes.  By  yearend,  may  be  pumping  a  few  hundred 
thousand  barrels  a  day 

ASSET  SALES  Kuwait  Investment  Office  is  selling  as  much  as  $15  bil- 
lion in  stocks  and  bonds  from  its  $100  billion  global  portfolio 


LOANS  Government  may  borrow  $5  billion  to  $10  billion.  Considering 
oil-backed  loans 

FOREIGN  INVESTMENT  May  permit  foreigners  to  own  interests  in 
chemicals,  communications,  transportation,  hotels,  and  banks 


may  not  reach  its  prewar  strength  any 
time  soon.  Although  reconstructio 
could  cost  $50  billion,  the  work  may  b 
spread  out  over  10  years.  Getting  oi 
production  back  to  Kuwait's  prewar  lev 
el  of  1.5  million  barrels  a  day  could  tak 
three  years.  Indeed,  officials  now  ard 
looking  at  recreating  a  country  of  about] 
1  million,  less  than  half  Kuwait's  prewar] 
size.  Such  a  state  would  have  little  room] 
for  the  army  of  1.4  million  guest  work-] 
ers — many  of  them  Palestinian  support] 
ers  of  Saddam  Hussein — that  served 
750,000  Kuwaiti  citizens  in  prewar  days] 
While  Kuwait  may  now  have  the  lei-] 
sure  to  plan  its  future  economy,  Saudi 
Arabia  faces  dire  financial  straits.  OiJ 
the  hook  for  $13.5  billion  in  Deserti 
Storm  expenses,  Riyadh  is  borrowing 
$3.7  billion  from  Morgan  Guaranty  Trust] 
Co.  and  others.  That  won't  go  far.  Den 
spite  $33  billion  in  estimated  oil  revenues 
this  year.  Riyadh  may  still  post  a  $50j 
billion  budget  deficit  over  1990  and  1991. 1 
oil  for  debt.  Some  relief  could  come 
from  Washington.  The  Saudis  may  offer 
to  pay  part  of  their  Desert  Storm  com- 
mitment to  the  U.  S.  in  crude,  which 
would  go  into  the  U.  S.  Strategic  Petro- 
leum Reserve.  The  Energy  Dept.  first 
broached  the  idea  of  buying  Saudi  oil 
two  years  ago.  The  plan  went  nowhere. 
But  now,  "the  Saudis  will  probably  go 
along  if  Bush  decides  the  oil  purchase  is 
a  good  move,"  says  Joseph 
C.  Story,  a  Saudi  oil  expert 
with  Gulf  Consulting  Ser- 
vices Inc.  in  McLean,  Va. 

One  source  of  funding  Ri- 
yadh would  like  to  tap,  but 
can't,  is  Kuwait,  whose  over- 
seas financial  assets  are  10 
times  those  of  the  Saudis. 
Since  last  August,  the  Ku- 
waitis may  have  sold  as 
much  as  $10  billion  to  $15 
billion  of  their  foreign  hold- 
ings. But  some  $85  billion  is 
left.  "The  Kuwaitis  should 
lend  to  us  or  give  us  mon- 
ey," says  a  Saudi  official. 

Kuwaiti  Finance  Minister 
Ali  Khalifa  al-Sabah  has 
brushed  off  questions  about 
Saudi  financial  woes,  noting 
that  the  Kuwaitis  also  face 
hardships.  That's  not  the 
kind  of  talk  the  world  might 
expect  to  hear  from  captains 
of  the  gulf.  But  until  the  oil 
starts  gushing  and  the  bills 
are  all  paid,  pleas  such  as 
these  are  going  to  be  stan- 
dard fare. 

By  John  Rossant  in  Riyadh, 
with  Richard  A.  Melcher  in 
London  and  William  Glasgall 
in  New  York 
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THE  IRAQI  EMBASSY  IN  WASHINGTON:  AT  LEAST  28  COALITION  PARTNERS  ARE  FILING  CLAIMS 


RAQ'S  CREDITORS  FORM 

i  LONG,  UNRULY  LINE  

3w  much  can  the  battered  nation  pay — and  who  gets  first  crack? 


^Bassam  Jammal 
figures  he  has  al- 
ready made  his 
contribution  to  re- 
building Iraq.  Not 
long  after  Saddam 
Hussein's  tanks 

  rolled  into  Kuwait 

it  August,  some  $3  million  of  Jam- 
il's plywood,  steel  beams,  and  other 
ilding  materials  rolled  north,  spirited 
ray  to  Iraq  in  Jammal's  fleet  of  Mer- 
ies-Benz  trucks.  Another  fleet — 40 
dillacs,  Lincolns,  and  Chevrolet  Ca- 
ices  from  Jammal's  Kuwait  City  car 
— followed.  "I  can't  even  begin  to  as- 
3S  how  much  they  took,"  moans  the 
iwaiti-born  president  of  International 
ading  Group  Inc.  in  Marietta,  Ga. 
Now,  Jammal  figures  it's  Iraq's  turn 
pay — and  he's  not  alone.  The  line  of 
.imants  for  gulf  war  damages  stretch- 
around  the  world,  from  U.  S.  compa- 
ss to  Scud-busted  Israelis  to  Filipino 
)orers  who  abandoned  homes  and 
nk  accounts  when  they  fled  Kuwait, 
iq  is  liable  not  just  for  physical  dam- 
e  but  for  reparations  to  the  hundreds 
Kuwaitis  kidnapped,  tortured,  or  mur- 
red  during  the  occupation. 
ugher  line.  It  will  be  years,  however, 
fore  claimants  see  any  cash.  While 
iq  has  agreed  to  pay  reparations,  the 
:torious  allies  can't  agree  on  how  hard 
ly  want  to  squeeze  Baghdad.  The 


State  Dept.  views  reparations  as  a  politi- 
cal lever:  Secretary  of  State  James  A. 
Baker  III  suggested  that  claims  would 
be  dropped  if  Iraqis  overthrew  Saddam's 
regime.  Diplomats  can't  escape  the 
ghost  of  post-World  War  I  Germany, 
which,  crippled  by  punitive  reparations, 
turned  to  Hitler.  "We  should  avoid  any 
kind  of  Versailles  Treaty  humiliation  of 
Iraq,"  warns  a  senior  Saudi  official. 

Many  others  take  a  less  conciliatory 
view.  Claims  are  coming  in  not  just  from 
Kuwait  but  from  Egypt,  Syria,  and  even 
Jordan,  which  sided  with  Saddam.  In  the 
U.  S.,  congressional  leaders  have  told 
the  Treasury  they're  ready  "at  any 
time"  to  seize  Iraq's  U.  S.  assets. 

Iraq's  estimated  $5  billion  in  foreign 
assets  fall  far  short  of  claims.  U.  S.  com- 
panies alone  are  expected  to  demand  at 
least  three  times  the  $1  billion  to  $1.5 
billion  in  Iraqi  assets  here.  So  claimants 
are  hoping  to  tax  Iraq's  oil  exports. 

Setting  the  rate  on  such  a  tax — low 
enough  to  let  Iraq  recover,  high  enough 
to  deny  any  future  Saddam  the  funds 
for  another  arms  buildup — is  difficult. 
And  even  a  fairly  stiff  assessment  won't 
yield  enough  to  settle  claims  quickly.  At 
10%,  the  tax  would  net  only  $1.5  billion  a 
year  if  Iraq's  oil  revenues  returned  to 
1989  levels — and  that's  not  likely  soon. 

With  huge  claims  vying  for  a  limited 
flow  of  funds,  the  allies  want  to  head  off 
a  gold  rush.  On  Feb.  21,  the  Bank  of 


England  seized  the  London  branch  of 
Iraq's  Rafidain  Bank  to  block  attempts 
by  creditors  to  attach  the  bank's  esti- 
mated $314  million  in  deposits.  Lawyers 
for  Consarc  Corp.  in  Rancocas,  N.J.,  a 
maker  of  high-tech  furnaces,  hope  for  a 
judgment  that  will  put  Consarc's  $10.5 
million  breach-of-contract  lawsuit  at  the 
head  of  the  U.  S.  claims  list.  "Those  who 
are  hanging  back  will  lose  out,"  says 
attorney  Ramon  P.  Marks. 

Diplomats  would  like  to  design  a 
cleaner  process.  International  law  ex- 
perts see  two  choices:  Turn  the  job  over 
to  a  new  international  court,  modeled  on 
the  Iran-U.  S.  Claims  Tribunal,  or  ham- 
mer out  a  deal  that  allocates  the  avail- 
able money  among  nations.  The  first  op- 
tion offers  political  cover.  "Governments 
can  say:  'We've  appointed  this  distin- 
guished panel  to  make  these  decisions 
fairly,'  "  says  Washington  attorney  Jo- 
seph P.  Griffin.  Besides,  says  a  U.  S. 
official  at  the  Iran-U.  S.  tribunal,  based 
at  The  Hague,  "we  have  this  building 
that's  going  to  be  empty  in  about  two 
years — and  it's  already  bulletproof." 

Lawyers  who've  worked  at  the  tribu- 
nal, however,  are  in  no  hurry  to  repeat 
the  experience.  The  U.  S.-Iran  court  still 
has  more  than  100  of  its  original  4,000 
cases  pending.  With  at  least  28  coalition 
partners  filing  claims  against  a  probably 
hostile  regime,  a  new  tribunal  could 
quickly  become  a  bureaucratic  Babel. 
hard  bargain.  Instead,  claims  lawyers 
expect  the  allies  to  get  together  at  the 
U.  N.  to  divvy  up  the  spoils.  After  they 
decide  how  much  Iraq  can  bear,  each 
nation  will  stake  a  claim  for  a  share. 
Then,  each  government  will  deal  with  its 
citizens'  claims.  In  the  U.  S.,  the  task 
would  fall  to  the  three-member  U.  S. 
Foreign  Claims  Settlement  Commission. 

Even  that  process  will  require  some 
hard-nosed  bargaining.  Negotiators 
would  have  to  decide  who  gets  paid  first: 
Third  World  workers  expelled  by  the 
Iraqis,  tortured  Kuwaitis,  or  Western 
corporations.  Bankers  and  governments 
stuck  with  Iraq's  $54  billion  in  prewar 
debt  fear  that  they  might  get  pushed 
aside  altogether.  Some  Western  diplo- 
mats suggest  Iraq's  debts  for  weapons 
and  chemical  plants  might  be  forgiven — 
sticking  France,  Germany,  and  the  Sovi- 
et Union  for  billions. 

The  U.  S.  "should  have  gotten  its 
ducks  in  order  and  prepared  a  proposal 
weeks  ago,"  says  University  of  Virginia 
law  professor  Richard  B.  Lillich.  State 
Dept.  officials  disagree.  They  say  Baker 
can't  set  a  strategy  while  Iraq's  political 
future  is  so  dicey.  And  the  loss  of  a  few 
weeks  isn't  likely  to  matter:  Iraq's  debt 
to  the  world  isn't  going  to  be  stamped 
"paid"  for  many  years  to  come. 

By  Mike  McNamee  in  Washington,  with 
John  Rossant  in  Riyadh,  Stephanie  Cooke 
in  London,  and  Patrick  Oster  in  Brussels 
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HATRED 

AMONG  THE  RUINS 


As  Kuwait  puts  out  tires  and  clears  wreckage,  ethnic  animosities  flare 


Long,  long  before 
you  get  there,  you 
can  smell  Kuwait. 
As  BUSINESS  WEEK 
Pentagon  corre- 
spondent Russell 
Mitchell  and  I  set 
off  on  a  300-mile 
drive  up  Saudi  Arabia's  coast  for  a  look 
at  the  liberated  emirate,  the  morning 
sun  shines  brilliantly.  But  a  good  200 
miles  from  the  border,  the  wide  desert 
sky  darkens  before  us.  The  effect  is 
stunning,  like  one  of  those  sunny  Au- 
gust days  in  the  American  West  that 
give  wav  to  a  rolling  wave  of  black 


ugees  can  go  home,  since  restoring  wa- 
ter, power,  and  such  will  take  time. 

Across  the  border,  wreckage  is  ev- 
erywhere. Ghostly  outlines  of  Iraqi 
tanks,  armored  personnel  carriers,  and 
artillery  float  on  the  smoky  horizon. 
Our  Toyota  Cressida  lurches  across 
what  was  once  a  six-lane  highway,  now 
torn  up  eveiw  few  yards.  Several  big 
standing-room-only  trucks  speed  past, 
each  wrapped  in  barbed  wire  to  hold 
Iraqi  pows.  Two  Soviet-built  T-55 
tanks,  one  clad  in  "applique  armor." 
which  the  Iraqis  cooked  up  for  extra 
protection,  are  smashed  together  at 
roadside.  We  have  lots  of  time  to  exam- 


*  FLAG-WAVING  KUWAITIS  HAD  NOTHING  BUT  CHEERS  FOR  THE  U.S.  AND  ALLIED  FORCES  OF  LIBERATION 


thunderclouds.  Instead,  this  darkness 
is  sulfurous  smoke  drifting  south  from 
the  600-odd  oil  wells  the  Iraqis  have 
torched.  By  day's  end.  our  skin  will  be 
coated  with  a  greasy  film. 
ghostly  wrecks.  tting  into  Kuwait 
is  a  surprising  snap.  The  once-impres- 
sive customs  crossing  is  now  a  wreck, 
shattered  when  Iraqi  troops  swooped 
into  the  Saudi  oil  town  o.  Khafji  during 
Saddam  Hussein's  one  b.  ief  offensive. 
Saudi  soldiers  wave  us  thi  >ugh.  We're 
the  luckv  ones:  It'll  be  wetks  at  least 
before  the  first  of  400.000  K  waiti  ref- 


ine them,  for  our  car  has  given  out,  a 
tire  cut  to  shreds  by  shrapnel  on  the 
road.  Eventually,  a  U.  S.  Army  pickup 
stops,  and  we  hop  on.  Destination:  Ku- 
wait International  Airport — the  Iraqis' 
last  stand  just  two  days  ago. 

As  we  pass  Salwa  and  Mashraf.  Ku- 
wait City's  southern  suburbs,  kids  and 
black-robed  women  line  the  road  to 
cheer  U.  S..  Saudi,  and  Kuwaiti  sol- 
diers. Having  long  covered  the  tortured 
relations  between  the  U.  S.  and  the 
Arab  world.  I'm  gratified  to  see  Ku- 
waitis— who  once  kept  a  frosty  dis- 


tance from  Washington — cheering  u^ 
We  reach  the  airport.  It's  hellisl 
While  downtown  Kuwait  City  escape1 
wholesale  damage,  the  airport  w 
have  to  be  totally  rebuilt.  We  wande 
into  a  deserted,  trash-strewn  admin" 
tration  building  the  Iraqis  had  used 
a  headquarters.  I  pick  up  a  noteboo 
On  the  first  page.  I  read  in  Arabi 
"This  book  is  Muhammad  Omran's. 
will  write  here  the  record  of  our  ba 
ties."  Omran  never  got  to  it.  The  othe 
pages  are  blank. 
plo  factor.  Just  outside  the  airpor 
gates,  five  Kuwaiti  teenagers  pick 
up  in  their  minivan.  They've  all  bee 
virtual  prisoners  in  their  houses  sine 
the  Aug.  2  invasion.  Several  say  the, 
were  beaten  by  Iraqi  soldiers  the  fe 
times  they  ventured  outside.  Sala 
Awadi,  the  18-year-old  driver,  had  jus 
returned  in  July  from  a  few  month 
studying  English  in  Reseda,  Calif. 

We  pass  through  Hawaii,  a  Palestin 
ian  neighborhood.  One  family  pee 
fearfully  from  behind  a  makeshift  bar 
ricade  in  front  of  th 
house.  Kuwait  is  horn 
to  a  rich  Palestinian 
community.  Abou 
250.000  are  left,  and 
their  future  is  uncer- 
tain because  of  the  Pal- 
estine Liberation  Orga- 
nization's unstinting 
support  for  Saddam. 
Even  though  some  indi- 
viduals fought  in  the 
resistance,  Kuwaitis 
blame  them  as  a  group. 
Salah  says:  "I  hate  the 
Palestinians.  They  are 
going  to  go." 

Already.  Kuwaiti  vig- 
ilantes are  reported 
to  be  gunning  down 
Palestinians.  Sudanese, 
and  Jordanians — all  of 
whose  leaders  backed 
the  losers.  That's  the 
Mideast.  I  want  to 
think  that  its  peoples 
will  find  a  way  to  use 
this  tragedy  to  shed 
centuries  of  accumulated  hate.  I  know 
they  won't. 

We  drive  back  to  Saudi  .Arabia  in 
a  U.  S.  Army  van  full  of  captured 
ammo.  In  the  front  seat,  Ken  and 
Chuck,  from  the  Army's  Aberdeen 
Proving  Grounds  in  Maryland,  are  gid- 
dy with  victory.  We  are  silent:  The 
burning  wells,  the  hatred  in  Kuwait, 
and  now.  news  of  bloodshed  in  south- 
ern Iraq  tell  us  the  pain  of  this  war  is 
far  from  over. 

By  John  Rossant.  with  Russell  Mitchell, 
in  Kuwait  City 
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E-BYE  EASTERN:  CONTINENTAL  GRABBED  SIX  OF  ITS  GATES  AT  LAGUARDIA 


CONTINENTAL:  WRITING  THE  BOOK 
)H  CHAPTER  11 


's  cutting  lease  obligations,  trimming  the  fleet — and  adding  assets 


If  ever  there  was  a  textbook  case  of 
how  to  manage  a  bankruptcy,  the 
Chapter  11  filing  of  Continental  Air- 
es Holdings  Inc.  is  it.  So  far,  at  least. 
Continental  Chief  Executive  Hollis  L. 
irris  is  using  the  Bankruptcy  Code 
isterfully  to  cut  the  carrier's  lease 
sts,  improve  the  fleet,  and  further 
:-ategic  goals.  Continental  is  still  in 
;e  financial  straits.  But  the  new  CEO  is 
;arly  making  Chapter  11  work  for  him. 
Harris'  main  target  so  far  has  been 
mtinental's  $439  million  in  annual 
sts  from  its  aircraft  operating  leases, 
lese  charges  dwarf  its  $225  million 
90  net  interest  tab  from  ordi- 
,ry  debt.  Lessors  say  the  car- 
;r  is  simply  canceling  leases 
some  old,  inefficient  air- 
ines.  In  other  cases,  it  is  ask- 
g  lessors  variously  to  cut 
ise  rates,  cover  major  mainte- 
nce  work,  and  help  pay  for 
w  paint  jobs  and  interiors  as 
,rt  of  a  $50  million  image- 
lilding  campaign. 
►roar.  Ironically,  Continen- 
ts clout  in  these  dealings  is 
hanced  by  the  same  industry 
rmoil  that  pushed  it  into 
.nkruptcy.  Because  the  na- 
m's airlines  are  so  downtrod- 
n,  there's  little  market  for  air- 
aft,  leaving  lessors  hard- 
essed  to  take  the  jets  and 
ice  them  elsewhere. 
Continental  also  got  a  big 
iost  from  federal  Bankruptcy 
dge  Helen  S.  Balick.  Until 
iw,  an  airline  in  Chapter  11 


had  to  resume  lease  payments  60  days 
after  filing — or  it  had  to  give  the  plane 
back  and  make  the  lessor  whole.  But 
Continental  persuaded  Balick  to  distin- 
guish between  two  types  of  leases:  those 
used  by  airlines  to  add  planes  to  their 
fleets  and  those  used  simply  to  raise 
cash  by  selling  planes  and  leasing  them 
back  from  the  buyer.  The  judge  ruled 
that  the  second  type  doesn't  fall  under 
the  60-day  rule.  And  those  lessors  can't 
retrieve  their  planes. 

Balick's  ruling  has  caused  an  uproar 
in  the  industry.  But  since  about  33%  of 
Continental's  leases  are  the  second  type, 


HOW  CONTINENTAL 
THRIVES  IN  BANKRUPTCY 

Since  filing  for  Chapter  1 1  bankruptcy  protection  on  Dec.  3, 
1990,  Continental  has: 


ADDED 

44  New  York-area 
departures,  replac- 
ing many  of  East- 
ern's Florida  runs 


LAUNCHED 

a  new  image  cam- 
paign, with  plans  to 
spend  up  to  $50  mil- 
lion to  repaint 
planes  and  change 
corporate  logo 


SAVED 

$54  million  by  sus- 
pending lease  pay- 
ments on  about 
33  %  of  its  fleet 


BOUGHT 

64  slots  and  six 
gates  at  New  York' 
La  Guardia  Airport 
and  six  Airbus  A- 
300  planes  from 
Eastern 


it  immediately  saved  the  company  $54 
million.  The  ruling  has  been  vociferously 
appealed  and  may  be  overturned.  Mean- 
time, many  lessors  are  dealing  rather 
than  waiting.  Says  banker  Nils  Haller- 
strom  of  Credit  Lyonnais/PK  Airfinance: 
"It  will  be  very  difficult  to  resist  renego- 
tiating terms  on  older  planes." 

Integrated  Resources  Inc.  has  already 
buckled  under.  On  three  DC-9-30s,  the 
lessor  has  agreed  to  reduce  payments 
57' ,  to  $76,000  a  month,  and  will  throw  in 
$15(1,000  per  plane  for  new  cockpit  elec- 
tronics. Some  of  its  other  leases  have 
been  affirmed.  But  Integrated  expects 
Continental  to  reject  some  old  727-100s. 
"They're  using  the  bankruptcy  code  to 
extract  concessions,"  says  Integrated's 
Jeffrey  A.  Brodsky.  "It's  working." 

Despite  the  cost-cutting,  Harris  has 
also  been  shopping  for  assets — another 
luxury  of  Chapter  11.  In  February,  he 
snapped  up  six  gates  and  64  landing 
slots  at  New  York's  LaGuardia  Airport 
from  Eastern  Air  Lines  Inc.  and  landed 
six  Airbus  Industrie  A300  widebodies. 
Continental  will  assume  the  airplane  and 
real  estate  lease  payments,  but  it's  pay- 
ing only  $3  million  up  front. 
long  memories.  The  planes  will  need 
new  paint,  spruced-up  interiors,  and  a 
big  government-mandated  maintenance 
overhaul.  No  problem.  Amid  an  industry 
credit  crisis,  Chase  Manhattan  Bank 
agreed  to  pony  up  a  $20  million  loan. 
The  reason:  By  lending  to  a  "debtor-in- 
possession,"  Chase  becomes  a  first-prior- 
ity creditor  in  case  of  liquidation. 
Sources  guess  that  Chase  also  has  its 
eye  on  Continental's  debt  restructuring. 

Continental's  coup  will  eventually 
translate  into  improved  presence  at  New 
York's  most  convenient  airport  and  an 
upgraded  fleet  sporting  new  colors.  That 
should  help  lure  lucrative  business  pas- 
sengers. Reducing  lease  pay- 
ments and  placing  new  wide- 
body  planes  on  overcrowded 
routes  should  lower  costs  and 
increase  efficiencies,  helping 
Continental  to  keep  fares  low. 
That's  the  plan,  anyway. 

But  Continental's  unsecured 
creditors,  who  have  vivid  memo- 
ries of  the  disastrous  Eastern 
bankruptcy,  are  wary.  The 
moves  make  sense  so  far,  they 
say,  but  they're  watching  close- 
ly. Continental  is  still  bleeding 
badly  and  struggling  to  build 
traffic  in  a  recession  (page  30). 
Sources  close  to  the  company 
say  it  is  losing  as  much  as  $30 
million  a  month.  "The  chain's 
going  to  be  a  lot  shorter  on 
Continental"  than  on  Eastern, 
says  one  creditor.  But  for  now, 
Harris  is  using  every  link. 

By  Mark  Ivey  in  Houston  and 
Michael  Oneal  in  New  York 
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HOW  THE  WOLF  GOT  INTO 
THE  HENHOUSE  AT  SQUARE  D 


The  race  for  global  markets  led  to  fateful  secret  talks  with  Schneider 


Some  takeover  battles  erupt  without 
warning.  Others  break  out  after 
friendly  talks  go  nowhere.  Case  in 
point:  Schneider's  Mar.  4  hostile 
tender  offer  for  electrical-equipment 
maker  Square  D  Co.  Now,  the  chief 
executives  of  both  companies  feel  baf- 
fled and  misunderstood.  BUSINESS 
WEEK  correspondents  lisited  both  men 
and  filed  these  reports. 


SCHNEIDER:  'DR.  ATT! LA' 
HAS  BIG  PLANS 


The  only  other  time  Didier  Pineau- 
Valencienne  launched  a  hostile 
tender  offer,  in  1988,  employees  of 
the  French'  target  company  burned  him 
in  effigy  on  the  steps  of  the  Paris 
Bourse.  He  won  nonetheless.  Now,  those 
who  know  him  well  are  betting  that  the 
chairman  of  French  electrical  giant 
Schneider  will  also  win  his  latest  fight:  a 
$2  billion  tender  for  U.  S.  electrical-prod- 
ucts maker  Square  D  Co.  That's  because 
"he's  stubborn,"  says  Andre  Levy-Lang, 
chairman  of  Banque  Paribas,  France's 
biggest  investment  bank  and  a 
Schneider  banker.  "When  he  wants 
something,  he  makes  it  happen." 

The  French  executive  faces  an  equally 
tough  rival,  however,  in  Square  D's  dug- 
in  chairman,  Jerre  L.  Stead.  Stead 
blames  an  artificially  cheap  dollar  for 
the  "unfair"  French  raid.  Schneider's 
boss  shrugs.  "When  the  dollar  was 
strong,  Americans  came  over  and 
bought  up  French  paintings,"  says  Pin- 
eau-Valencienne,  an  art  collector. 
"Now,"  he  says,  "it's  our  turn  to  buy." 

Blunt  talk  is  a  trademark  of  "DPV,"  as 
colleagues  call  him.  "He's  a  tough  guy  a 
1'americaine,"  says  Vincent  Mordrel  of 
Paris  broker  dlp  James  Capel.  Indeed, 
Pineau-Valencienne  has  an  MBA  from 
Dartmouth  University's  Amos  Tuck 
School  of  Business,  where  he's  a  trustee, 
and  he  calls  himself  "France's  leading 
Americanophile."  But  critics  use  a  stron- 
ger nickname  for  him:  "Dr.  Attila." 
slash  and  burn?  The  nickname  was  ac- 
tually coined  in  admiration  by  his  prede- 
cessor, Baron  Edouard-Jean  Empain, 
who  hired  the  former  Rhone-Poulenc 
chemical  executive  in  1981  to  save  a 
sinking  Schneider.  A  messy  conglomer- 
ate, Schneider  built  locomotives,  clocks, 


'When  the  dollar  was 
strong,  Americans  came 
over  and  bought  [art]. 
Now,  it's  our  turn  to  buy' 

DIDIER  PINEAU-VALENCIENNE 

Chairman,  Schneider 


cannons,  and  ski  boots.  Pineau-Valen- 
cienne ripped  it  apart.  Battling  an  irate 
French  government,  he  put  1,000  work- 
ers on  the  street  by  liquidating  steel  unit 
Creusot-Loire  in  France's  biggest-ever 
bankruptcy.  Now,  Schneider's  $10  billion 
in  sales  is  split  evenly  between  electrical 
products  and  construction. 

Schneider's  59-year-old  boss  hardly 
seems  a  slash-and-burn  warrior.  A  vil- 
lage doctor's  son,  he  is  warm,  good-hu- 
mored, and  deeply  religious.  He  carries  a 
rosary  in  one  trouser  pocket  and  a  pock- 
etknife  in  the  other,  a  peasant  tradition 
in  his  native  Vendee  region  of  western 
France,  where  he  still  maintains  a  home. 
He  spent  the  day  before  his  Mar.  4 
tender  offer  for  Square  D  schussing 
down  Alpine  slopes  with  an  old  friend, 
ski  champion  Jean  Claude  Killy. 

Pineau-Valencienne  doesn't  think  he 
deserves  his  bad-guy  image.  And  even 
the  workers  who  burned  his  effigy  dur- 
ing his  1988  takeover  of  Telemecanique, 
an  industrial-controls  maker,  may  be  in- 
clined to  agree.  The  layoffs  they  predict- 
ed haven't  happened.  Nor  will  they  at 
Square  D,  promises  Pineau-Valencienne. 
He  covets  the  U.  S.  company  for  two 
reasons:  to  broaden  the  payoff  from 


Schneider's  $400  million  research  budge 
and  to  sell  each  company's  products  i: 
the  other's  home  market. 

Pineau-Valencienne  assails  Square  D' 
business  strategy  as  far  too  inward-look 
•ing.  "Their  idea  is  small  is  beautifu 
stick  to  America,"  says  he,  noting  tha 
only  10.47c  of  Square  D's  sales  are  h 
Europe.  He  and  Stead  have  been  di: 
cussing  an  alliance  for  more  than  tw< 
years,  he  says,  but  "Jerre  just  kept  say 
ing  'no.'  "  Schneider  brass  also  criticiz< 
Stead's  defensive  tactics,  including  ; 
"golden  parachute"  that  could  net  hin 
$3  million  or  so. 

Analysts  think  the  deal  makes  sense 
for  Schneider,  though  many  say  th( 
company  will  have  to  raise  its  $78-a 
share  offer — already  557  above  market 
Even  at  the  initial  price,  the  acquisitior 
would  cut  Schneider's  profits  107  this 
year,  from  a  likely  $200  million,  on  sales 
of  $12  billion,  figures  DLP's  Mordrel 
Schneider's  stock  price  quadrupled  from 
1985  to  1990,  enabling  its  chairman  to 
build  a  $1.4  billion  war  chest  through 
three  sales  of  stock  and  convertible  de 
bentures.  Company  funds  would  finance 
half  the  Square  D  takeover,  with  the 
rest  borrowed  from  two  French  banks 
that  own  117  of  Schneider. 

Beyond  Square  D,  Pineau-Valencienne 
has  another  goal:  He  dreams  of  running 
a  business  school.  He  offered  himself  to 
Tuck  a  few  years  ago  but  was  turned 
down.  In  the  1960s,  he  taught  at  a  Paris 
school,  where  he  introduced  France  to 
the  U.  S.  case-study  method.  Dr.  Atilla's 
surgery  on  a  moribund  Schneider  would 
make  an  intriguing  B-school  case.  And 
as  Pineau-Valenciene  is  aware,  so  would 
a  takeover  of  Square  D. 

By  Stewart  Toy  in  Paris 


SQUARE  D:  BUSTED  DEAL, 
LIMITED  OPTIONS 


When  Jerre  L.  Stead  took  over 
as  chief  executive  of  Square 
D  Co.  in  January,  1989,  he 
was  determined  to  transform  the  stodgy 
power-equipment  manufacturer  into  a 
nimble  global  player.  "Worldwide,  our 
industry  is  going  through  a  period  of 
consolidation,"  Stead  warned  in  his  first 
letter  to  shareholders.  He  was  quick  to 
add:  "Square  D  will  come  out  a  winner.' 

Stead  may  have  spoken  too  soon.  In 
an  effort  to  tap  faster-growing  foreign 
markets,  Stead  held  secret  talks  with 
France's  Schneider  for  almost  two  years 
in  hopes  of  forming  an  international  alii 
ance  that  would  give  each  access  to  the 
other's  markets — but  with  Square  D  re- 
maining independent.  Now,  Stead's  glob 
al  strategy  seems  to  have  backfired. 
Schneider,  armed  with  a  big  war  chest 
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What  we  do 
to  keep  it  greener. 

It's  a  lot  easier  to  find  a  green  pasture  than  it  is  to  keep  it  that  way. 
So  how  have  the  CIGNA  companies  managed  to  stay  on  top  of 
the  large  risk  property  and  casualty  market  for  so  many  years? 
Simply  by  following  a  tried  and  true  rule:  Give  the  customer  more 


value  for  his  money 

On  the  surface  most 
large  risk  casualty  plans 
appear  the  same. 

But  take  a  closer 
look,  and  you'll  see  that 
our  comprehensive  list  of 
services  is  unsurpassed 
by  other  companies. 

Including  everything 
from  risk  financing  and 
risk  transfer,  to  claims 
and  data  management, 
cost  containment  and 
loss  control. 

Last  year  alone, 
CIGNA  Property  and 
Casualty  companies 


saved  clients  over  $70  million  in  workers'  compensation  medical  costs. 

With  results  like  that,  it's  no  wonder  so  many  Fortune  50(Tand 
other  large  companies  believe  that  one  side  of  the  fence  is  always 
greener.  The  side  they're  already  on. 

So  write  Ed  Denker,  CIGNA  Special  Risk  Facilities,  Dept.  RL, 
Phila.,  PA  19192.  On  the  other  hand,  there's  always  crabgrass. 


We  get  paid  for  results! 


CIGNA 
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WE  MAY  FLY  THE  WORLD'S  YOUNGEST, 
MOST  MODERN  FLEET  TO  57  CITIES  ACROSS 
FIVE  CONTINENTS. 


BUT  WHERE  IN  THE  WORLD 
WOULD  WE  BE  WITHOUT  HER? 


;ingapore  Airlines  flies  the  world's  youngest,  most  modern  fleet  to  all  four  corners  of  the 
Larth.  Enjoy  inflight  service  even  other  airlines  talk  about.  SinGAPORE  AIRLinES 


A  great  way  to 


1 
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WILL  ABBOUD 
GET  THE  BOOT? 


► 

gone,  will  the  chairman  fol- 
low? On  Mar.  -5.  Texas'  First 
City  Bancorp  suspended  divi- 
dends on  ail  of  its  stock  as 
part  of  a  broad  effort  to  shore 
up  capital.  The  bank  has  been 
battered  by  bad  loans  made 
under  Chairman  A.  Robert 
Abboud.  who  took  over  the 
failed  bank  in  1988  and 
launched  it  on  a  high-risk 
strategy — funding  leveraged 
buyouts  and  lending  overseas. 
By  last  year,  bad  loans  had 
risen  to  nearly  6ff  of  total 
loans,  causing  First  City  to 
lose  -5158  million.  Abboud  was 
forced  to  start  downsizing  the 
813  billion  bank. 

The  dividend  cut  will  save 
about  -523  million  a  year. 
Now.  Abboud  is  scrambling  to 
cut  other  costs  and  raise 
fresh  capital.  But  some  ana- 
lysts believe  the  board  may 
decide  that  a  new  broom 
would  sweep  cleaner. 


AMBULANCE-CHASING 
SANS  THE  AMBULANCE 

►  On  Mar.  4.  a  federal  jury  in 
Brooklyn  found  Morris  Eisen. 
one  of  New  York  City's  most 
prominent  personal-injury 
lawyers,  guilty  of  racketeer- 
ing and  conspiracy.  Prosecu- 
tors had  argued  that  Eisen 
and  six  co-defendants  won 
more  than  -59  million  in  dam- 
age awards  by  bribing  wit- 
nesses, faking  evidence,  and 
staging  accidents  in  IT  cases. 
Eisen  and  the  others  are  con- 
sidering an  appeal. 


WHAT'S  OK  CHANNEL 
1,428  TONIGHT? 

►  Time  Warner's  cable  fran- 
chises in  Brooklyn  and 
Queens.  N.  Y..  already  offer 
75  channels,  with  programs  in 
at  least  10  languages,  from 
Creole  to  Hebrew  to  Hindi. 
But  executives  of  the  media 
conglomerate  think  they 
haven't  yet  scratched  the  sur- 
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face  of  subscribers'  demand 
for  variety.  On  Mar.  7.  Time 
Warner  was  slated  to  an- 
nounce an  installation  of  fi- 
ber-optic cables  that  will  allow 
it  to  offer  150  channels  by 
yearend. 

By  the  end  of  the  decade, 
says  Vice-Chairman  Gerald 
Levin.  Time  Warner  and  other 
cable  operators  will  offer 
"thousands"  of  channels. 
How  to  fill  them  all?  Levin 
says  he  follows  the  Field  of 
Dreams  principle:  "If  you 
build  it.  thev  will  come." 


WHY  K  MARFS 
GOOD  NEWS  ISN'T 

►  Despite  a  dismal  Christmas 
shopping  season.  K  mart 
came  up  with  a  surprising 
boost  in  fourth-quarter  earn- 
ings. But  the  increase  had 
more  to  do  with  an  inventory- 
accounting  change  than  lean 
operations.  K  mart  earned 
-5402  million  for  the  quarter 
on  sales  of  -59.7  billion.  A  year 
earlier,  it  reported  earnings  of 
-5396  million — before  a  -5416 
million  onetime  charge  for 
store  renovations — on  sales  of 
-59.8  billion. 

In  early  January,  K  mart 
predicted  lower  fourth-quar- 
ter earnings,  but  its  new  ac- 
counting method  called  for  a 
full-year.  -557  million  pretax 
charge  to  adjust  for  inflation. 
Under  the  old  formula,  the 
charge  would  have  been  -5216 
million.  Now  for  the  reallv 


AND  THE  BALD  GUY  IS  WAY  OUT  FRONT 


Sponsorship  01  sporting  events 
used  to  be  limited  to  breweries 
and  makers  of  shaving  cream 
and  the  like.  That  has  changed 
of  course,  and  now  it's  not  un- 
usual to  find  golf  tournaments 
and  stock-car  races  bedizened 
with  the  corporate  logos  of  ev- 
erything from  telephone  compa- 
nies to  purveyors  of  panty  hose. 
Still,  there  are  certain  brand 
names  you  just  do  not  expect 
to  find  adorning  athletic  competitions. 

One  of  them  is  Rogaine.  the  prescription  baldness  treatmeni 
from  Upjohn.  Sure,  male  runners  probably  take 
their  personal  appearance,  but  the  folks  at  Up 
think  that  sponsoring  5,000-meter  races  in  Los  Angeles  an 
Chicago  will  help  sales  of  their  product.  Then  again.  Maurickfcj 
Gonzales,  the  men's  winner  of  the  latest  5K.  in  Los  Angeles  01 
Mar.  3.  is  getting  a  bit  thin  on  top.  What  if  he  came  back  next 
vear  with  a  full  head  of  hair? 


n 
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rival  Wal-Mart  Stores  over- 
took K  mart  as  the  No.  2 
retailer. 


GENENTECH'S 
CHANGE  OF  HEART 

►  Just  a  few  years  ago.  Gen- 
entech  argued  that  a  version 
of  the  heart  attack  drug  TP  A 
made  by  Wellcome  was  so 
like  its  own  that  it  sued  for 
patent  infringement — and 
won.  Now.  the  biotech  pioneer 
is  screaming  that  tpa  and  the 
Wellcome  version,  known  as 
duteplase.  are  as  different  as 
night  and  day.  In  fact,  on 
Feb.  25.  it  filed  suit  against 
another  rival.  SmithKline  Bee- 


cham.  for  implyi 
tional  materials 
tech's  TPA  and  di 
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flop?  A  new 
on  Mar.  2 

found  that  three  TPA  rivals 
including  duteplase.  are 
roughly  equivalent  in  reduc- 
ing deaths  from  heart  at- 
tacks. All  three  cost  much 
less  than  Genentech's  version, 
which  last  year  accounted  for  r 
44"  of  the  company's  -5476 
million  in  revenues. 


VINDICATION  FOR  A 
TRUMP-WATCHER 


V- 

: 
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►  Marvin  Roffman  has  gotten 
a  bit  of  revenge.  Roffman, 
formerly  a  gaming  analyst 
for  Philadelphia  brokerage 
Janney  Montgomery  Scott, 
was  one  of  the  first  to  pre- 
dict— correctly — that  Donald 
Trump's  Taj  Mahal  casino 
was  headed  for  financial  trou- 
ble. Trump  threatened  to  sue 
the  firm  if  it  didn't  fire  the 
analyst.  Soon.  Roffman  was 
out  of  a  job. 

Now,  the  New  York  Stock 
Exchange  has  ordered  Janney 
Montgomery  to  pay  Roffman 
-5750.000  in  damages.  The  firm 
says  it  will  pay  up.  And  Roff- 
man's  lawyer  says  he's  look- 
ing forward  to  arguing  a  re-  j 
lated  suit  against  Trump.     ■  ; 


Zenith  Data  Systems  Presents 
Everything  Yon  Love  About  The  PC 
. .  PlusThe  Benefits  Of  Graphical 
Computing. 


■NITH  DATA  SYSTEMS  INNOVATES  AGAIN 

Zenith  Data  Systems  was  the 
st  to  offer  Microsoft 8  Windows™ 
rsion  3.0 pre-installed  on  every  hard 
ive  386-  and  486-based  desktop  PC. 
id  that's  just  part  of  The  Seamless 
iution  we've  created  for  today's 
aphical  computing  environment. 

With  Microsoft  Windows  version 
3  and  the  fingertip  simplicity  of  the 
icrosoft  Mouse,  your  Zenith  Data 
^sterns  PC  lets  you  glide  graphically, 
amlessly  between  applications. 
)  your  productivity  will  soar.  With 
e  greatest  of  ease. 

A$397valuef  Microsoft 
indows  version  3.0,  a  Microsoft 
ouse  and  MS-DOS R  4.0  are  included 
no  additional  charge  with  every  one^ 
our  Intel386™SX,  386, 386  EISA  f 
i486  EISA  desktop  PCs. 

Add  our  award- winning  14" 


3A  Flat  Technology  Monitor,  and 
>u've  got  The  Seamless  Solution. 
)  your  Windows  version  3.0 
(plications  will  come  to  life  with 
eakthrough  clarity. 

Zenith  Data  Systems.  Trans- 
rming  the  PC  into  a  powerful 
aphic  environment.  For  more 
formation  and  the  name  of  your 
inith  Data  Systems 
edallion  Reseller,  call: 

■800-523-9393 


The  Zenith  Data  Systems  Sphere 

The  universal  symbol  of  simplicity,  the  sphere 
perfectly  represents  The  Seamless  Solution  from 
Zenith  Data  Systems. 


ZENITH 

data  systems 

Groupe  Bull 


ised  on  suggested  retail  price  if  purchased  separately.  Microsoft,  Windows  version  3.0 and  MS-DOS  are  trademarks  of  Microsoft  Corporation.  lnte!386SX,  386  and  i486  are  trademarks  of  Intel  Corporation, 
lyright  ©  1991  Zenith  Data  Systems  Corporation 
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YHY  THE  THRIFT  BAILOUT 

S  FLOUNDERING  IN  MIDSTREAM 


For  a  little  while,  Henry  B.  Gonzalez  looked  like  a  states- 
man. In  1989,  the  mercurial  chairman  of  the  House  Bank- 
ing Committee  surprised  observers  when  he  skillfully 
irsed  the  savings  and  loan  rescue  bill  through  his  fractious 
»mmittee.  But  now,  the  Texas  Democrat — who  responded  to 
le  outbreak  of  war  by  calling  for  President  Bush's  impeach- 
ent — has  reverted  to  form.  Legislation  providing  desperately 
jeded  new  funding  for  the  thrift  bailout  is  stalled,  and  the 
H's  woes  bode  ill  for  broader  banking  leg- 
lation  on  this  year's  agenda. 
The  immediate  problem  is  that  the  Resolu- 
an  Trust  Corp.,  the  agency  responsible  for 
■lling  failed  thrifts  and  their  assets,  says  it 
jeds  $30  billion  to  get  through  this  fiscal 
?ar.  With  its  coffers  nearly  dry,  the  RTC  is 
tiling  behind  on  its  plan  to  unload  225 
irifts  by  the  end  of  September.  The  longer 
le  RTC  owns  the  S&Ls,  the  more  money  it 
ses.  The  agency  says  the  slowdown  could 
>st  taxpayers  an  extra  $1.1  billion  in  the 
rst  half  of  this  year.  But  the  effort  to 
wide  new  funding  collapsed  on  Feb.  26. 
absequent  efforts  to  forge  a  consensus  on 
le  banking  panel  have  failed, 
iss  of  death.  Gonzalez,  who  survived  a 
lallenge  to  his  chairmanship  in  December, 
running  a  very  democratic  committee, 
uring  the  drafting  of  the  RTC  funding  mea- 
ire,  he  opened  the  floor  to  all  amendments. 
Members  leapt  at  the  opportunity,  adding  a  requirement  that 
le-fourth  of  all  RTC  contracts  be  reserved  for  women  and 
linorities,  new  taxes  to  pay  for  the  bailout,  and  a  scheme  to 
>ck  Texas  and  other  states  with  many  failed  thrifts  for  a 
rger  share  of  the  cleanup  cost.  When  the  committee  looked 
:  its  handiwork,  most  members  abandoned  the  bill,  which 
died  on  a  19-31  vote. 

In  all  fairness,  controlling  the  banking  panel  would  tax  the 
cills  of  a  Sam  Rayburn.  The  committee  is  far  more  liberal, 


HENRY  GONZALEZ  HASN'T  WON  AN 
EXTRA  $30  BILLION  FOR  THE  RTC 


and  considerably  more  urban,  than  the  House  as  a  whole.  But 
the  real  problem  is  inexperience:  Of  its  52  members,  16  are 
new  to  the  committee  this  year,  and  a  dozen  are  first-termers. 
Although  the  panel  deals  with  some  of  Congress'  least  glamor- 
ous issues,  a  flood  of  PAC  campaign  contributions  used  to 
make  it  attractive.  But  last  election,  donations  from  thrift  PACs 
were  viewed  as  the  kiss  of  death,  and  members  scrambled  to 
give  the  money  back.  At  the  first  chance  of  a  better  assign- 
ment in  the  new  Congress,  members  aban- 
doned ship. 

That  led  to  the  influx  of  the  freshmen. 
Many  were  elected  on  promises  to  clean  up 
the  thrift  mess  and  are  reluctant  to  provide 
more  money  to  the  RTC  without  tough  new 
conditions.  "There  is  a  tremendous  anger 
out  there  in  regular,  ordinary  America  about 
S&Ls,"  says  third-termer  Joseph  P.  Kennedy 
II  (D-Mass.),  a  leader  of  the  Young  Turks. 
"If  you  provide  another  $30  billion,  that's 
$30  billion  of  pain  that  will  rear  its  head  at 
election  time  next  year." 

Many  of  the  committee's  more  senior 
Democrats,  and  most  of  the  Republicans, 
are  prepared  to  give  the  RTC  its  new  funds 
with  few  new  conditions.  But  they  differ 
over  the  details,  and  majority  support  for 
any  measure  has  proved  elusive. 

The  difficulty  the  panel  is  having  with  the 
relatively  simple  job  of  infusing  money  into 
the  RTC  spells  trouble  for  President  Bush's  ambitious  financial 
institutions  reform  package.  The  Administration  wants  to  per- 
mit interstate  branching  and  allow  banks  to  diversify  into  new 
businesses.  But  the  history  of  the  s&L  bailout  "makes  it  very 
difficult  for  a  banking  bill  to  get  through,"  says  Steve  Verdier, 
a  lobbyist  for  the  Independent  Bankers  Assn.  It  could  be  a 
long,  long  year  for  the  Banking  Committee — and  for  the  Presi- 
dent's legislative  agenda. 

By  Catherine  Yang,  with  Paula  Dwyer 
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embers  of  Congress  are  falling 
all  over  themselves  to  show  their 
gratitude  to  Desert  Storm  veterans, 
and  the  result  could  be  a  major  budget- 
buster.  One  proposal  would  increase 
the  amount  of  G.  I.s'  pay  that  is  not 
subject  to  income  taxes.  Another  would 
exempt  reservists  from  the  10%  penal- 
ty tax  on  early  withdrawals  from  indi- 
vidual retirement  accounts.  Congress 
might  also  provide  new  health  and 
child  care  benefits  to  military  families. 
A  Senate  Democratic  task  force  has 
assembled  a  $750  million  package  of 
goodies.  Under  new  budget  rules,  how- 
ever, any  new  spending  has  to  be  off- 


set by  decreases  in  outlays  for  other 
programs.  Capitol  Hill  Republicans, 
with  strong  backing  from  the  Adminis- 
tration, are  expected  to  fight  for  a 
smaller  package. 

CANDIDATES  

Democrats  continue  to  suffer  from 
a  dearth  of  Presidential  hopefuls. 
Virginia  Governor  L.  Douglas  Wilder 
privately  suggests  to  fund-raisers  that 
President  Bush's  strength  may  mean 
that  1992  isn't  the  year  for  him  to  go 
for  the  brass  ring.  But  Arkansas  Gov- 
ernor Bill  Clinton,  best  remembered 
for  a  long-winded  speech  at  the  1988 
Democratic  convention,  may  be  ready 
to  jump  into  the  race. 


PENSIONS 


Warnings  of  a  bonanza  for  law- 
yers are  putting  pressure  on 
new  Labor  Secretary  Lynn  M.  Martin. 
Last  year,  then-Secretary  Elizabeth  H. 
Dole  proposed  a  bill  to  toughen  pension 
auditing  standards  and  hit  violators 
with  stiffer  sanctions.  Business  lobby- 
ists complain  that  a  provision  requiring 
payment  of  legal  fees  and  expert-wit- 
ness costs  for  successful  plaintiffs 
would  produce  a  costly  surge  in  unnec- 
essary litigation.  They  say  judges  gen- 
erally award  such  payments  where 
merited.  Corporations  have  formed  a 
coalition  to  persuade  Martin  to  revise 
the  proposals. 
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Every  morning  it's  the  same:  car.  this  routine  might  quickly  he 

you  jump  into  your  car.  make  a  come  tiresome, 
few  lefts,  make  a  few  rights.  Of  course,  that's  precisely 

and  muscle  your  way  onto  the  high-  why  the  Lexus  LS400  was  createdti 


ep  the  ordinary  from  slipping 
le  mundane. 

For  while  any  car  can  be 
ned  to  battle  the  masses,  the 
10  was  also  designed  to  please 
dividual.  Perhaps  that's  why  peo- 
ho  know  cars  consider  it  a  great 
nubile  rather  than  the  newest 
;  symbol. 

Just  ask  the  experts.  Since  day 
they've  maintained  there's  noth- 


ing on  the  road  quite  like  a  Lexus. 

This  theory  is  easily  supported. 
All  you  have  to  do  is  put  your  foot 
on  the  gas.  The  automobile's  250-hp 
V8  will  keep  you  from  being  intimi- 
dated by  traffic. 

Its  looks,  of  course,  will  keep 
you  from  being  confused  with  it. 

© 

LEXUS 

The  Relentless  Pursuit  Of  Perfection. 


©  1990  Lexus,  A  Division  Of  Toyota  Motor  Sales,  U.S.A.,  Inc.  Lexus  reminds  you  to  wear  seat  belts  and  obey  all  speed  laws.  For  more  information,  rail  800-872-5398  (800-USA-LEXUS). 
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CARL  HAHN'S  HIGH-OCTANE 
GROWTH  PLAN  FOR  VW 


rk-ru 


But  spending  $34  billion  over  five  years  to  expand  capacity  in  an  already  glutted  market  is  a  huge  risk 


Somewhere  in  the  Atlantic, 
1,000  Volkswagen  Corrado 
sports  coupes  are  bobbing 
their  way  back  home  after  failing 
to  sell  in  the  U.  S.  It's  not  just  the 
$800  apiece  VW  is  spending  to  re- 
turn the  cars  that  hurts,  it's  also 
the  red  faces  at  the  German  auto 
giant,  which  is  still  searching  for 
a  winning  formula  in  the  U.  S. 
market. 

On  a  grander  scale,  VW  is  also 
trying  to  score  at  home  by 
launching  the  largest  capital- 
spending  program  in  its  history. 
Over  the  next  five  years,  Chair- 
man Carl  H.  Hahn  plans  to  lay 
out  a  stunning  $34  billion  on  new, 
low-cost  plants.  He  hopes  the  in- 
vestment will  bring  VW  at  least 
2'  -  more  of  the  European  market, 
or  about  17$  of  some  13  million 
cars  a  year.  Many  of  the  plants 
will  be  in  Eastern  Europe,  where 
Hahn  thinks  growth  will  eventu- 
ally boom. 

Hahn  is  betting  that  his  strate- 
gy will  push  VW  way  out  in  front 
in  crowded  Europe.  The  new  fac- 
tories will  free  him  from  costly 
German  labor.  With  those  sav- 
ings, he  can  hold  the  line  on 
prices  and  plow  profits  into  fast- 
er product  cycles.  That  way  he 
will  be  able  to  meet  the  Japanese 
head-on  while  taking  market 
share  from  his  European  rivals. 
VW  launched  a  new,  souped-up 
Polo  in  1990,  a  new  Audi  convert- 
ible will  make  its  debut  later  this 
year,  and  new  versions  of  top-sell- 
ing VWs  are  in  the  pipeline.  If  East- 
ern Europe  takes  off,  VW  will  be  sit- 
ting pretty.  "We're  already  public  ene- 
my No.  1  for  our  competitors,"  boasts 
Hahn. 

DEALING  FRENZY.  Hahn  has  been  on  a 
tear  of  dealmaking  and  big  spending.  In 
just  over  a  year,  he  has  splurged  $3.3 
billion  to  build  capacity  for  250,000  cars 
a  year  at  Zwickau,  in  eastern  Germany. 
He  has  agreed  to  spend  $6  billion  to  buy 
Czech  auto  maker  Skoda,  with  capacity 
for  180,000  cars  a  year.  And  he  has 
boosted  commitments  in  VW's  Chinese 


IF  HIS  PLAN  GOES  AWRY,  VWWILL  BE 
DEEPLY  DENTED.  BUT,  SAYS  HAHN,  'WE 
ARE  NOT  GETTING  NERVOUS  ABOUT  IT' 


factory  to  $1  billion.  An  additional  $3.3 
billion  is  going  into  Spanish  unit  SEAT, 
and  Hahn  is  discussing  a  $2  billion  deal 
with  Ford  Motor  Co.  to  make  small 
trucks  in  Europe.  On  Mar.  5,  he  signed  a 
$590  million  deal  for  a  majority  in  a  sec- 
ond Czech  auto  company,  Bratislavska 
Automobilove  Zavody.  Bringing  Eastern 
European  workers  and  plants  up  to 
snuff  will  need  big  bucks.  And  new  deal- 
erships are  in  the  works. 

Ambitious  it  is,  but  Hahn's  plan  could 
leave  VW  with  some  deep  dents  if  it  goes 
awry.  The  timing  is  tricky.  European 


carmakers  now  have  the  capacity 
to  build  2  million  more  cars  than 
they're  selling.  Recession  is 
dampening  demand  further.  And 
although  Fiat  and  Renault  are 
slowing,  General  Motors  and 
Ford  of  Europe  are  no  pushovers. 
Once  the  European  Community 
rolls  back  import  barriers  in  the 
mid-1990s,  the  heat  from  Japa- 
nese carmakers  will  intensify. 
Their  market  share  is  expected  to 
rise  from  11.4a  now  to  at  least 
15%,  analysts  say.  In  the  U.  S., 
vw  is  just  holding  on.  "vw  is 
stretched  pretty  thin,"  says  a  top 
executive  at  a  rival  carmaker. 
"They've  bitten  off  an  awful  lot." 

If  Hahn's  plan  stalls  out,  vw 
could  be  swamped  by  an  ocean  of 
red  ink.  Such  fears  have  already 
rattled  financial  markets,  vw 
shares  now  trade  around  $239, 
down  from  a  $425  peak  last  year. 
Several  brokerages,  including  UBS 
Phillips  &  Drew  in  London,  have 
the  stock  on  their  sell  lists. 
sticker  shock.  That's  because 
the  total  price  tag  for  Hahn's  pro- 
gram comes  to  an  annual  average 
of  nearly  $7  billion,  bigger  than 
vw's  current  reported  $4  billion 
annual  cash  flow.  And  it's  all  hap- 
pening as  vw's  net  profit  sags 
from  its  1989  peak  (chart). 
Though  "profits  may  look  small," 
Hahn  says,  "we  are  not  getting 
nervous  about  it."  vw  has  a  cash 
hoard  of  more  than  $9  billion. 
Thanks  to  a  conservative  depreci- 
ation policy,  "we  have  more  li- 
quidity than  shown  in  the  accounts,"  he 
adds.  Insiders  say  true  cash  flow  is  more 
like  $8  billion  a  year. 

Still,  Hahn  must  cope  with  his  most 
chronic  headache:  high  costs.  Wages  in 
Germany  are  $25  to  $28  an  hour,  while 
in  Spain  and  eastern  Germany,  they 
come  to  less  than  half  that.  Because 
leaving  Germany  is  politically  and  eco- 
nomically out  of  the  question,  Hahn  is 
doing  the  next  best  thing  to  reduce  the 
drag  on  profits.  He's  cutting  the  propor- 
tion of  vw  cars  built  in  Germany,  and 
he's  bargaining  harder  with  Germany's 
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tverful  IG  Metal!  auto  workers' 


ion. 

Half  of  VW's  3.1  million  pro- 
ztion  is  made  in  Germany  now, 
i  if,  as  planned,  the  volume 
jws  to  4  million  over  the  next 
ir  or  five  years,  nearly  all  the 
f/  vehicles  will  be  made  out- 
e  Germany.  A  cost-reduction 
.n,  launched  in  1987,  has  saved 
6  billion  through  staff  attri- 
n,  outside  sourcing,  and  some 
rk-rule  changes.  VW  is  now 
cing  the  unions  for  more.  Still,  analyst 
ichim  Bernsdorff  at  Bank  Julius  Baer 
is  vw  has  "never  succeeded  in  bring- 
;  down  personnel  costs.  I  don't  think 
;y  ever  will." 

^n  the  U.  S.,  vw  now  seems  stuck  as  a 
.rginal  player,  jockeying  with  South 
rea's  Hyundai  Corp.  for  less  than  2% 
the  U.  S.  market  each.  Still,  with  vw 


VW  SALES       ...BUT  ITS  PROFITS 
ARE  BUILDING...       ARE  SLIDING 
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and  Audi  sales  up  2%,  to  157,000  last 
year  in  a  down  market,  Volkswagen  of 
America  Inc.  executives  are  not  down- 
cast. They  say  the  $70  million  Fahrverg- 
nugen  ad  campaign  for  vw  and  a  $40 
million  effort  to  promote  the  Audi 
Quattro  are  paying  off  in  better  rec- 
ognition and  more  showroom  visits. 
Hahn  also  plans  to  sink  about  $1.5  bil- 


lion in  Mexico  to  boost  North 
American  sales. 

For  vw  today,  the  real  battle  is 
in  Europe.  Last  year,  vw  got  a 
flush  of  success  from  reunifica- 
tion, when  eastern  Germans 
snapped  up  200,000  new  and 
800,000  used  cars,  which  in  turn 
encouraged  western  Germans  to 
trade  in  early,  vw  even  has  an 
order  backlog.  But  Hahn  will 
soon  be  facing  harder  times,  and 
he  takes  the  challenge  personal- 
ly. Although  he  planned  to  retire  this 
year,  Hahn  is  staying  on  after  the  vw 
board  extended  his  contract  for  two 
years.  And  those  years  will  be  the  cru- 
cial time  to  see  if  his  bold  gamble 
pays  off. 

By  John  Tern  pieman  in  Geneva,  with 
James  B.  Treeee  in  Detroit  and  bureau 
reports 


AN  I 


\  NUCLEAR  POWER 
OSING  STEAM  IN 


spate  of  reactor  accidents  has  shaken  public  confidence 


■or  Tokyo's  confident  corps  of  nucle- 
■  ar  regulators,  a  "systems  failure" 
is  something  that  happens  in  far- 
:  places  such  as  Three  Mile  Island  and 
ernobyl,  not  in  western  Japan.  So  last 
>nth,  when  nearly  70  tons  of  radioac- 
e  coolant  gushed  through  a  cracked 
>e  at  Kansai  Electric 
wer  Co.'s  Mihama 
>.  2  nuclear  reactor 
d  radiation  leaked 
t,  they  were  taken 
ack.  For  weeks,  they 
wnplayed  the  acci- 
nt,  preferring  to  call 
"an  incident." 
Now,  the  lid  is  off, 
d  there  is  growing 
idence  that  Japan's 
oblems  are  more 
despread.  If  so,  be- 
les  costing  millions  to 
:,  that  could  throw 
Id  water  on  Japan's 
clear-energy  pro- 
am.  The  Mihama 
).  2  reactor  was  built 
1972  by  Mitsubishi 
javy  Industries  Ltd., 
ing  technology  licensed  from  Westing- 
use  Electric  Corp.  If  it's  a  design 
oblem,  that  could  spell  trouble  for 
jht  other  nuclear  reactors  across  Ja- 
n  built  with  the  same  technology. 
Already,  the  accident  is  providing  fuel 
r  the  antinuclear  movement.  Just  last 
mmer,  Tokyo's  Ministry  of  Interna- 


tional Trade  &  Industry  announced  a 
plan  to  increase  Japan's  reliance  on  nu- 
clear power  from  30%  of  electricity 
needs  now  to  43%  in  20  years.  The  anti- 
nuclear  movement  was  beginning  to  lose 
steam  as  the  gulf  war  reminded  consum- 
ers of  their  dependence  on  oil.  Now,  ac- 


tivists are  crying  cover-up  at  Mihama.  "I 
clearly  say  they  are  lying,"  says  Jinza- 
buro  Takagi,  a  nuclear  chemist  and  head 
of  the  Citizen's  Nuclear  Information 
Center.  "The  data  show  that  it  was  dan- 
gerously close  to  a  meltdown." 

While  Kansai  Electric  won't  comment 
until  its  investigation  is  complete,  ana- 


lysts suspect  that  either  corrosion  or  ex- 
cessive vibration  helped  crack  a  25-foot 
tube.  Two  valves  failed  to  open,  prevent- 
ing emergency  cooling  water  from  enter- 
ing. A  backup  spray  system  did  cool  off 
the  core,  and  the  reactor  was  shut  down. 
But  on  Mar.  1,  Kansai  Electric  revealed 
that  radioactive  steam  had  seeped  out 
for  seven  minutes  before  a  worker  man- 
ually shut  a  third  faulty  valve. 
new  blueprint.  Westinghouse,  which 
built  Mihama's  340-megawatt  No.  1  reac- 
tor in  1970,  says  Mitsubishi  altered  the 
design  when  it  built  the  more  powerful 
500-megawatt  No.  2  reactor.  "There's  no 
fundamental  flaw  in  the  design,"  says 
Jon  R.  Elmendorf,  president  of  Westing- 
house  Energy  Systems- 
Japan  Inc.  Yet  after  a 
series  of  tube  failures 
at  U.  S.  plants,  Westing- 
house  in  the  late  1970s 
changed  its  design, 
switching  from  carbon 
steel  supports  to  more 
durable  stainless  steel. 

Since  Mihama,  there 
have  been  three  less  se- 
rious accidents.  A  spe- 
cial committee  is  now 
reviewing  existing  reg- 
ulations, miti  has  al- 
ready tightened  its 
rules  on  when  to  shut 
down  a  reactor.  Japan 
once  prided  itself  on 
having  one-tenth  the 
U.  S.  shutdown  rate, 
but  "overnight,  that 
confidence  was  destroyed,"  admits  Ka- 
zumasa  Kusaka,  MITl's  director  of  nucle- 
ar energy,  miti  plans  to  spend  $27  mil- 
lion on  a  nuclear  awareness  campaign, 
but  after  Mihama,  many  Japanese  think 
they  are  aware  enough. 

By  Karen  Lowry  Miller  in  Tokyo,  with 
Michael  Schroeder  in  Pittsburgh 
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EUROPE  I 


EVERYBODY  WANTS 
TO  GET  IN  ON  CNN'S  ACT 


From  Britain  to  Tokyo,  broadcasters  are  planning  rival  news  shows 


feiji  Shima,  Japan's  most  powerful 
broadcast  executive,  doesn't  want 
ito  take  it  anymore.  As  chairman 
of  Nihon  Hoso  Kyokai  (NHK),  he  is  in- 
creasingly concerned  about  .America's 
domination,  of  global  TV  news.  This  mes- 
sage was  driven  home  during  the  gulf 
war  when  Japanese  broadcasters  relied 
heavily  on  Cable  News  Network  for 
footage  and  analysis. 

Shima  isn't  just  sounding  off.  He  joins 
a  growing  list  of  inter- 
national broadcasters 
who  are  attacking  the 
Atlanta-based  TV  net- 
work's virtual  monopo- 
ly on  24-hour  interna- 
tional news  coverage. 
'BIG  appetite.'  Deter- 
mined to  present  an  al- 
ternative to  the  "Amer- 
ican" view  of  the  world, 
broadcasters  from  Lon- 
don to  Tokyo  are  gear- 
ing up  to  capture  a 
share  of  the  global  au- 
dience (table).  "What 
the  Middle  East  crisis 
has  shown  is  that  there 
is  a  big  appetite  for 
news  from  around  the 
world,"  argues  Paul  L. 
Mathews,  deputy  chief 
executive  of  Britain's 
Independent  Television  News. 

The  British  Broadcasting  Corp.  is 
launching  the  most  serious  challenge. 
With  revenues  from  its  new  commercial 
arm,  combined  with  $12  million  in  loans, 
the  BBC  is  planning  to  offer  up  to  IS 
hours  of  news  and  entertainment  pro- 
grams to  cable  and  satellite  operators 
around  the  world.  This  spring,  it  will 
start  with  a  30-minute  news  program  for 
its  7  million  European  subscribers. 
The  BBC  has  an  edge  over  non-English- 


speaking  competitors.  If  CNN  was  the 
doyen  of  television  during  the  gulf  war, 
no  one  could  match  the  BBC's  World  Ser- 
vice radio,  which  reaches  120  million  peo- 
ple worldwide.  U.  S.  Marines  first  heard 
of  Saddam  Hussein's  withdrawal  orders 
on  the  BBC,  while  Iraqi  troops  tuned  into 
its  Arabic  service.  The  BBC  will  now  rely 
on  its  far-flung  corps  of  radio  correspon- 
dents to  file  TV  reports.  "CNN  was  a  fas- 
cinating pioneer,"  says  Christopher  Ir- 


win,  the  new  CEO  of  BBC  World  Service 
Television,  "but  the  BBC  strikes  back." 

Concerned  that  CNN  plays  too  strong  a 
role  in  shaping  public  opinion,  10  state- 
owned  European  broadcasters  are  pool- 
ing resources  to  spearhead  "Euronews," 
a  24-hour,  multilingual  news  program. 
In  late  February,  they  appealed  to  the 
European  Community  for  $10  million  in 
aid  toward  their  budget  of  $81  million, 
with  the  aim  of  reaching  24  million 
homes  in  1992. 


The  prospect  of  state  channels  band 
ing  together  is  sending  chills  through 
private  broadcasters.  The  Euronews 
plan  could  jeopardize  a  proposal  by 
French  broadcasters  TF-1  and  Canal 
Plus  for  a  French-language  all-news  sta- 
tion. It  could  also  set  back  UFA,  the  film 
and  TV  unit  of  German  publisher  Bertels 
mann.  Along  with  other  German  publish 
ers,  UFA  is  considering  an  all-information 
channel  for  German-speaking  Europe. 

NHK,  Japan's  public  network,  is  not 
about  to  be  left  out.  Public  broadcasting 
stations  in  the  U.  S.  are  already  airing 
three  English-language  programs  pro- 
duced by  NHK,  and  Chairman  Shima  is 
now  considering  an  eight-hour  interna- 
tional service. 

lukewarm.  But  few  executives  expect 
there  will  be  room  for  everyone.  "It's  a 
good  way  to  lose  money,"  says  ITN's 
Mathews.  The  cost  of 
building  an  internation- 
al news  operation  is 
vast.  For  itn,  the  cov- 
erage of  Operation 
Desert  Storm  cost  a 
hefty  $7  million.  At  the 
same  time,  European 
advertising  has  yet  to 
take  off.  Now  that  the 
war  is  over,  many  view- 
ers could  also  lose  in- 
terest in  24-hour  news 
programs.  In  the  end,  it 
will  be  difficult  to 
match  CNN's  perfor- 
mance during  the  war, 
when  it  added  1.1  mil- 
lion new  cable  users  to 
its  European  base  of 
5.1  million. 

Ted  Turner,  CNN's 
founder,  is  fired  up. 


Gathering  his  troops  in  Atlanta,  he  said 
recently:  "It's  full  speed  ahead.  Let's  not 
lose  a  step  while  we're  hot."  CNN  is 
opening  bureaus  across  the  Middle  East 
and  developing  programming  for  the 
overseas  market.  But  in  the  battle  for 
global  TV  viewers,  Turner  may  find  that 
the  war  is  just  beginning. 

By  Richard  A.  Melcher  in  London, 
with  Robert  Neff  in  Tokyo,  Chuck  Hawkins 
in  Atlanta,  and  Jonathan  Kapstein  in 
Brussels 


THE  NEW  ENTRIES  IN  GLOBAL  TV  NEWS 


BRITAIN 


BBC  WORLD  SERVICE  TELEVISION  1 8  hours 
of  news  and  entertainment  for  European 
viewers  debuts  this  spring 

RUPERT  MURDOCH'S  SKY  NEWS  Flogging  its 
24-hour,  London-based  news  channel  to  Euro- 
pean satellite  and  cable  companies 


FRANCE 


TF-1  AND  CANAL  PLUS  Planning  24-hour 
news  in  French 


GERMANY 


BERTELSMANN  Considering  all-news  station 
for  Germany,  Switzerland,  and  Austria 


JAPAN 


NHK  May  add  8-hour  global  news  service  to 
news  and  business  programs  sold  in  U.S. 

 SWITZERLAND  

EURONEWS  Europe's  state-owned  broad- 
casters team  up  for  24-hour  news  service 
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"When  I  joined  UCLA  Mail 
Services,  our  equipment 
was  obsolete,  employees 
were  demoralized,  and 
managers  were  frustrated. 
And  I  was  faced  with  the 
job  of  handling  42  million 
pieces  of  mail  a  year.  So 
something  had  to  be  done 
right  away." 

"I  called  Pitney  Bowes... 
and  they  went  right  to  work. 
They  had  new  mailing 
machines  installed  and  our 
people  trained  in  no  time." 

"Today,  we  process 
double  the  volume  of 
outgoing  mail  as  in  the  past. 
Not  only  have  we  improved 
morale  tremendously, 
we've  saved  money  for  the 
university." 

"Pitney  Bowes  listens  to 
its  customers...I  know  they 
listen  to  me.  And  if  I  do 
have  a  problem,  their  service 
people  fix  it  immediately. 
It  would  be  hard  to  think  of 
going  to  another  vendor." 

At  Pitney  Bowes, 
customer  satisfaction  is  a 
commitment  that's  at  the 
very  fiber  of  our  business. 
It  shapes  the  attitudes  and 
actions  of  our  people.  And 
it's  reflected  in  the  quality 
and  reliability  of  our 
products.  What's  more, 
we  back  it  up  with  our 
Customer  Satisfaction 
Guarantee5"  For  more 
information,  call  1-800- 
MR  BOWES  ext.  1035. 


"Pitney  Bowes  helped  our 
mail  center  move  out  of  the 
dark  ages.  We  now  handle 
twice  the  volume... 


at  a  much 
lower  cost." 


Edward  Meyers 
Manager, 

UCLA  Mail  Services 
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ERROR! 


There's  A  Better  Way  To 
Choose  Group  Benefits. 
The  Guardian. 

Making  mistakes  mav  be  part  of  growing  up. 
but  now  vou  have  to  base  your  ilr-ci>iun>  mi 
hard  facts.  That's  the  only  way  to  choose  the 
right  employee  benefits  plan. 

The  error  you  make  today  could  cost  you 
tomorrow.  You'll  struggle  for  the  hassle-free 
service  vou  need,  and  regret  selecting  a 
earner  on  first-year  premiums  alone. 

A  Perfect  Fit 

Smart  professionals  know  what  s  important 
when  buying  an  insurance  plan.  Thev  select 
The  Guardian  for  flexible  plan  designs, 
quick  claim  service,  and  financial  strength 
and  stability-.  In  fact.  The  Guardian  is  one  of 
only  a  handful  of  life  companies  diat  have 
earned  both  Standard  Ac  Poor's  and  Moody  s 
highest  ratings.  We  were  evaluated  ■  >n  <  >ur 
"claims-paving  ability" — the  financial 
power  to  meet  our  future  obligations. 

Make  The  Intelligent  Choice 

Learn  more  about  our  fine  Group  products: 
Life.  Long  and  Short  Term  Disability  .  Dental. 
Major  Medical.  Managed  Healdi  Care,  and 
Alternative  Funding.  And  learn  more  about 
The  Guardian's  Life  Insurance,  Income 
Protection.  Equity  Products,  or  Asset 
Management. 

Call  1-800-662-1006. 

When  it  comes  to  Group  Insurance,  make 
The  Intelligent  Choice  with  The  Guardian. 


^  The  Guardian 


The  Intelligent  ( Ihoicer 

Since  1860 


3 1991  The  Guardian  Life  Insurance  Company  of  America 
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EDITED  BY  JOHN  PEARSON 


rHE  LATEST  THREAT  TO  THE  GULF: 
\  DEFEATED  IRAQ 


D 


efeated  armies,  when  they  come  home,  often  make 
revolutions.  In  Iraq,  survivors  of  the  rout  by  the  U.  S.- 
led  coalition  have  been  joining  uprisings  by  Shiite  Mos- 
:ms  against  Saddam  Hussein.  Saddam,  who  is  more  skilled  at 
jpression  than  warfare,  may  be  regaining  the  upper  hand 
ver  the  insurgents.  But  the  spreading  strife  throughout  much 
f  the  war-torn  south  may  mean  he  has  lost  the  iron  grip  he 
nee  had  on  Iraq.  Non-Arab  Kurds  in  the  north,  inspired  by 
le  rebels'  example,  have  been  taking  up  arms  as  well. 
The  unrest  is  not  all  good  news,  however,  for  the  U.  S.-led 
lliance.  While  the  turmoil  might  even- 
lally  help  oust  Saddam,  who  bases  his 
ower  on  the  Sunni  Moslem  Arab  mi- 
ority,  chaos  in  Iraq  could  destabilize 
le  Middle  East.  Neighbors  such  as 
•an,  Turkey,  and  Syria  would  all  be 
impted  to  move  into  a  power  vacuum, 
.nd  troubles  in  Iraq  could  delay  a  for- 
ud  cease-fire  with  Baghdad  and  the 
withdrawal  of  coalition  troops. 
The  rebellion  also  raises  the  specter 
f  a  pro-Iranian  Shiite  government  tak- 
lg  power  in  Baghdad  or,  perhaps,  in  a 
ehran-backed  enclave  in  the  south. 
That  would  panic  the  Saudis,  and  the 
ranians  would  come  in,"  says  William  B.  Quandt,  a  Mideast 
pecialist  at  Washington's  Brookings  Institution, 
o  warning.  So  far,  Washington  is  trying  to  stay  at  arm's 
?ngth  from  the  storm.  "The  U.  S.  cannot  micromanage  Iraq's 
iternal  affairs,"  says  an  Administration  official.  Neverthe- 
:ss,  U.  S.  action,  or  inaction,  will  inevitably  affect  Iraq's  fate, 
'or  instance,  U.  S.  commanders  in  southern  Iraq  could  have 
'arned  Saddam  not  to  quash  the  rebellion,  but  they  did  not  do 
o.  In  Washington's  view,  a  weakened  Saddam  keeping  order 
lay  be  better,  in  the  short  run,  than  chaos.  Saddam  seems  to 
e  hunkering  down  with  his  closest  associates  in  what  may  be 
bloody  fight  for  survival.  On  Mar.  6,  he  replaced  his 
nterior  Minister  with  his  cousin,  Ali  Hassan  al-Majid,  who  was 


responsible  for  the  gassing  of  thousands  of  Kurds  in  1988. 

For  the  Saudis,  the  U.  S.'s  key  Arab  allies,  the  preferred 
outcome  would  be  for  Iraq's  military  to  seize  control  from 
Saddam.  Riyadh  shares  a  common  Sunni  heritage  with  the 
Iraqi  officer  corps  and  thinks  it  could  be  easily  co-opted.  Thus, 
General  H.  Norman  Schwarzkopf's  praise  of  the  Iraqis'  "very 
constructive"  approach  to  the  cease-fire  may  have  been  the 
start  of  such  a  courtship. 

obstacles.  Iran,  which  aims  to  be  a  leading  power  in  the 
postwar  Persian  Gulf,  will  play  what  cards  it  can  to  keep  Iraq 
out  of  the  American  camp.  For  the 
first  time  since  Saddam  accepted  Irani- 
an peace  terms  in  1990,  Tehran  has 
taken  the  wraps  off  Iran-based  Iraqi 
dissidents.  On  Mar.  4,  Mohammed 
Bakr  al-Hakim,  a  Tehran-based  Iraqi 
Shiite  cleric,  publicly  called  on  Saddam 
to  step  down  and  urged  Iraqi  soldiers 
to  join  the  uprising. 

The  Shiites,  however,  will  have  a 
tough  time  gaining  power  over  all  Iraq. 
While  they  make  up  55$  of  the  popula- 
tion, they  are  mostly  in  the  south.  A 
Shiite  leader  would  have  little  appeal  in 
the  Kurdish  north  or  in  the  Sunni 
heartland  around  Baghdad,  which  traditionally  dominates  Iraq. 

Instead,  many  observers  say,  the  current  unrest  may  prove 
to  be  merely  the  first  of  a  wave  of  outbreaks  spurred  by  the 
defeat  and  by  growing  economic  distress.  The  sanctions  are 
putting  Saddam  in  "an  impossible  position,"  says  gulf  special- 
ist Gary  Sick.  "If  he  tries  to  hold  on,  he  is  dooming  Iraq  to  a 
slow  and  painful  drying  up." 

As  a  result,  the  Iraqi  people  may  face  not  only  economic 
hardship  but  more  bloodletting  as  Saddam's  decline  unleashes 
pent-up  ethnic  hatreds.  Such  strife,  as  Lebanon's  civil  war  has 
shown,  could  be  poison  for  the  whole  region. 

By  Stanley  Reed  in  New  York-  and  John  Rossant  in  Riyadh, 
with  Amy  Borrus  in  Washington 


HOB  AIL  WRAPUPI 


JAPAN 


After  fumbling  their  response  to 
the  gulf  war,  the  Japanese  are 
scrambling  to  find  a  new  postwar  role 
to  salvage  their  goodwill  in  the  West. 
A  diplomatic  offensive  has  already  be- 
gun: Former  Foreign  Minister  Shintaro 
Abe  wants  to  set  up  a  $10  billion  gulf 
reconstruction  fund.  Other  politicians 
are  searching  for  a  formula  to  send 
civilians,  such  as  medical  and  transport 
personnel,  to  support  U.  N.  peacekeep- 
ing. And  the  Foreign  Ministry  is  dis- 
patching a  team  to  look  for  ways  to 
help  mitigate  environmental  damage. 

Such  efforts  are  urgent,  many  Japa- 
nese feel,  to  counter  resentment  over 


Japan's  failure  to  participate  actively 
in  the  anti-Saddam  coalition.  The  trick 
will  be  to  restrain  the  nation's  busi- 
nessmen, who  are  eager  to  cash  in  on 
the  rebuilding  bonanza.  Already,  fears 
are  growing  in  Tokyo  that  Japanese 
companies  will  be  accused  of  trying  to 
'reap  an  economic  windfall  from  the 
war.  Companies  should  "try  not  to 
barge  in,"  Prime  Minister  Toshiki 
Kaifu  told  the  Diet  on  Mar.  4,  but  rath- 
er should  "respond  if  [gulf  countries] 
make  requests."  And  former  Prime 
Minister  Noboru  Takeshita  was  quoted 
as  warning  business  that  Japan  must 
give  aid  without  commercial  strings  at- 
tached or  risk  being  criticized  as  an 
"economic  animal." 


PHILIPPINES 


The  military  coup  plotters  who  beset 
President  Corazon  Aquino  during 
much  of  her  presidency  appear  to  have 
given  up.  Now,  she  seems  likely  to 
turn  over  the  presidency  to  an  elected 
successor  next  year. 

The  last  attempt  to  topple  Aquino 
took  place  in  December,  1989.  Since 
then,  Defense  Secretary  Fidel  Ramos 
has  succeeded  in  rebuilding  solidarity 
among  loyal  military  officers.  Now,  the 
betting  is  that  Aquino  will  back  Ramos 
to  succeed  her  in  May,  1992,  elections. 
Part  of  her  legacy  will  be  an  accord, 
which  is  nearing  completion,  to  extend 
U.  S.  rights  at  military  bases. 
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THAT  SINKING  FEELIN 

WHAT  SENT  CORPORATE  EARNINGS  SOUTH  FOR  THE  SECOND  STRAIGHT  YEAR 


The  recession  arrived  in  full  force 
during  the  fourth  quarter  of  1990, 
as  fear  of  war  in  the  Middle  East 
and  rising  fuel  prices  put  the  spending 
plans  of  many  consumers  and  companies 
on  ice.  The  chill  in  demand  sent  the  earn- 
ings of  the  900  companies  in  BUSINESS 
week's  Corporate  Scoreboard  down  I2r< 
from  the  1989  fourth  quarter.  And  prof- 
its slipped  T'<  for  the  year,  just  as  they 
did  in  1989. 

Despite  weak  demand,  revenues  grew 
10''  in  the  quarter.  But  some  of  this 
increase  can  be  attributed  to  rising  fuel 
prices.  Without  the  oil  and  gas  compa- 
nies, sales  rose  only  6.8r^.  For  the  year, 
revenues  were  up  %%  for  all  companies, 
down  slightly  from  10/*<  in  1989. 

If  higher  energy  bills  and  the  threat 
of  war  weren't  enough  to  spook  normal- 
ly free-spending  Americans,  the  fear  of 
unemployment  was.  During  the  second 
half  of  1990,  companies  trimmed  payrolls 
and  kept  inventories  lean  in  anticipation 
of  a  recession.  This  strategy  may  have 
frightened  consumers,  but  it  also  set  the 
stage  for  a  rebound  in  profits  later  this 
year.  "Companies  laid  off  workers  at  the 
first  sign  of  economic  weakness."  says 
Mark  M.  Zandi  of  Regional  Financial  As- 
sociates Inc.  in  West  Chester,  Pa.  "But 
that's  laying  the  foundation  for  profits 
to  jump  quickly  because  of  reduced  over- 
head and  costs." 

victory  spending.  Economists  remain 
divided  about  whether  the  U.  S.  was  in  a 
recession  before  Iraq  invaded  Kuwait 
last  August.  But  many  agree  that  the 
victorious  end  to  the  war  could  lead  to  a 
surge  of  consumer  confidence  and  stron- 
ger demand  for  autos  and  other  goods. 
Kurt  Karl,  senior  economist  at  WEFA 
Group  Inc.,  is  projecting  a  10'-  increase 
in  1991  corporate  profits.  "The  price  of 
oil  is  down  substantially,  so  that's  mon- 
ey into  the  pockets  of  everyone  who 
buys  gasoline,"  says  Karl.  At  the  same 
time,  profits  should  benefit  from  lower 
interest  rates  and  the  Federal  Reserve 
Board'.-  easing  of  money  supply. 

While  most  corporations  saw  Saddam 
Hussein  as  the  grinch  who  stole  Christ- 
mas, the  gulf  crisis  was  a  windfall  for 
energy  producers.  In  the  fourth  quarter, 
earnings  of  oil  and  gas  companies  rose 
195  .  Without  the  massive  profits  from 
the  energy  companies,  that  129?  earnings 


decline  for  the  BUSINESS  week  Score- 
board would  have  been  19.97'. 

Energy  wasn't  the  only  sector  that 
came  through  the  fourth  quarter  in  good 
stead.  Computer  sales  held  up  better 
than  expected,  giving  a  lift  to  IBM.  Big 
Blue's  profits  jumped  316$  from  the 
1989  quarter,  when  it  took  a  SI. 5  billion 


aftertax  charge  to  consolidate  operations 
and  eliminate  10,000  jobs. 

IBM  earned  $6.02  billion  in  1990,  recap- 
turing the  No.  1  position  in  BUSINESS 
week's  ranking  of  the  Top  25  profit 
leaders.  IBM  headed  the  list  in  1988,  but 
it  was  ousted  in  1989  by  General  Motors 
Corp.  GM  didn't  even  make  the  Top  25  in 


:  ■ 


THE  LEADERS  IN  199011! 


THE  TOP  25  IN  SALES 


1990  sales 

Percent  change 

1989 

Mil 

ions  of  dollars 

from  1989 

rank 

1  GENERAL  MOTORS 

$124,705 

-2% 

1 

K 

2  EXXON 

107,197 

22 

3 

RXC 

3  FORD  MOTOR 

97,650 

2 

2 

4  IBM 

69,018 

10 

4 

5  MOBIL 

64,244 

14 

5 

6  GENERAL  ELECTRIC 

58,414 

7 

6 

7  SEARS,  ROEBUCK 

55,972 

4 

7 

8  PHILIP  MORRIS 

46,226 

16 

8 

9  CHEVRON 

42,600 

30 

.6 

10  TEXACO 

41,822 

17 

" 

I 

1  1  DU  PONT 

40,047 

13 

12 

12  CITICORP 

38,385 

i 

9 

13  AT&T 

37,285 

3 

11 

14  WAL-MART  STORES* 

32,602 

26 

17 

15  K  MART 

32,448 

14 

15 

16  CHRYSLER 

30,620 

-13 

13 

17  AMOCO 

28,012 

17 

19 

18  BOEING 

27,595 

36 

22 

19  PROCTER  &  GAMBLE 

25,848 

14 

20 

:: 

20  AMERICAN  EXPRESS 

24,332 

-3 

18 

:: 

21  AMERICAN  STORES* 

22,156 

1 

21 

ii 

22  UNITED  TECHNOLOGIES 

21,783 

10 

25 

: 

23  OCCIDENTAL  PETROLEUM 

21,694 

8 

24 

> 

24  ITT 

20,691 

3 

23 

r. 

25  USX 

20.659 

10 

28 

i 

*  Fiscal  year  ended  January  or  February,  1991 
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ITS  BUSINESS  AGAIN 

?  TRY  WAR  FEARS,  LAYOFFS,  AND  HIGHER  ENERGY  COSTS 


)0  because  it  lost  nearly  $2  billion. 
Mot  surprisingly,  the  energy  compa- 
is  were  well  represented  among  BUSI- 
SS  week's  Top  25  earnings  leaders, 
xon  Corp.'s  1990  profits  of  $5.01  bil- 
n  vaulted  it  to  No.  2  on  the  list.  Chev- 
l,  Mobil,  and  Amoco  all  made  the  top 
in  1990,  though  none  of  them  held 


that  distinction  in  the  previous  year. 

By  jumping  from  fifth  to  second  place, 
Exxon's  earnings  surpassed  those  of 
General  Electric  Co.,  which  ranked  third. 
Philip  Morris  Cos.  came  in  fourth,  fol- 
lowed by  American  Telephone  &  Tele- 
graph Co. 

In  terms  of  sales,  GM  was  still  king  of 


the  hill  in  1990.  But  Exxon  moved  ahead 
of  Ford  Motor  Co.  to  take  the  No.  2  posi- 
tion. IBM  and  Mobil  were  Nos.  4  and  5, 
the  same  as  in  the  previous  year. 

For  the  oil  companies,  the  fourth  quar- 
ter was  the  best  of  times.  But  for  the 
automotive  sector,  it  was  the  worst.  Con- 
sumers were  in  no  mood  to  make  big 
purchases  with  the  threat  of  war  and  a 
possible  energy  shortage,  not  to  mention 
the  gloomy  state  of  the  economy.  The 
cars-and-trucks  group  reported  a  loss  of 
more  than  $1  billion  for  the  year.  Chrys- 
ler Corp.  was  the  only  one  of  the  Big 
Three  auto  makers  to  show  a  profit  in 
the  fourth  quarter.  Ford  lost  $518.5  mil- 
lion in  the  quarter  but  earned  $860  mil- 
lion for  the  year. 

foreign  earnings.  Although  the  U.  S., 
Britain,  and  other  English-speaking 
countries  were  mired  in  recession  during 
the  fourth  quarter,  economic  growth 
continued  in  other  parts  of  the  world.  As 
a  result,  some  U.  S.  companies  with 
large  export  or  foreign  operations 
showed  good  profit  gains,  with  a  little 
help  from  the  weak  dollar.  "American 
companies  were  saved  by  net  exports  in 
the  fourth  quarter,"  says  Jason  Bender- 
ly,  president  of  Benderly  Economic  As- 
sociates of  Vail,  Colo. 

Eastman  Kodak  Co.  was  a  case  in 
point.  Thanks  to  moderate  sales  in- 
creases outside  the  U.  S.  and  gains  from 
converting  strong  foreign  currencies 
into  dollars,  Kodak  reported  net  income 
of  $326  million  in  the  fourth  quarter. 
That  compared  with  a  $60  million  loss  in 
the  1989  quarter,  when  Kodak  took  a 
$525  million  charge  to  cover  restructur- 
ing costs. 

Kodak  was  one  of  dozens  of  compa- 
nies that  took  large  write-offs  during 
the  fourth  quarter  of  1989,  which  is  one 
reason  why  the  latest  quarter  didn't  look 
so  bad  in  comparison.  Susan  C.  Lakatos, 
a  vice-president  at  Kidder,  Peabody  & 
Co.,  estimates  that  write-offs  by  compa- 
nies in  the  Standard  &  Poor's  500-stock  % 
index  totaled  $1.22  a  share  in  the  fourth  § 
quarter  of  1989.  By  contrast,  write-offs  I 
and  provisions  against  bank  loan  losses  g 
accounted  for  75$  a  share  in  the  latest  f 
quarter. 

In  some  ways,  the  strength  of  energy 
companies  in  the  1990  fourth  quarter  S 
was  an  aberration.  For  the  year,  the  i 
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group  that  had  the  biggest  percentage 
increase  in  profits  was  health  care,  with 
a  617<  gain.  Next  were  tobacco,  with  a 
497<  increase;  aerospace,  with  41%;  enter- 
tainment, with  397';  and  drugs  and  re- 
search, with  36%. 

The  real  estate  group  had  the  largest 
percentage  decline  in  earnings  during 
1990,  with  a  777<  decrease.  Other  groups 
that  fared  poorly  for  the  year  include 
the  tire  and  rubber  group,  which  had  a 


67' '  drop  in  earnings;  auto  parts,  with  a 
619?  decline;  aluminum,  with  a  51%  drop; 
and  appliances,  with  a  497  decrease.  In- 
dustries that  recorded  a  loss  for  the  year 
include  textiles,  steel,  savings  and  loans, 
airlines,  and  cars  and  trucks. 

As  spring  approaches,  many  econo- 
mists are  predicting  that  the  freeze  in 
consumer  and  corporate  spending  will 
begin  to  thaw.  With  interest  rates  down, 
inventories  and  payrolls  lean,  and  the 


dollar  competitive,  corporate  profits 
should  bounce  back  in  the  second  half  of 
the  year,  says  Stephen  S.  Roach,  senior 
economist  at  Morgan  Stanley  &  Co. 
Roach  still  thinks  earnings  will  be  down 
for  the  year  but  that  they  will  turn  up- 
ward sharply  in  1992.  That  would  be  wel- 
come news  for  companies  battered  by 
two  consecutive  years  of  disappointing 
profits. 

By  Monica  Roman  in  New  York  L 

t-  • 


A  SPOTLIGHT  ON  1990  INDUSTRY  PROFITS 


AFTERTAX  PROFITS, 
QUARTER  BY  QUARTER 


75" 


BREAKING  DOWN 

THE 

LATEST  QUARTER 

AS  REPORTED 

-1256 

WITHOUT  FUEL 

-20% 

WITHOUT  BANKS 

-10% 

WITHOUT  AUTOS 

-5% 

PERCENT  CHANGE  FROM 
SAME  PERIOD  PRECEDING 
YEAR,  ALL  INDUSTRIES 


-25- 


INDUSTRIES  WITH  THE  BIGGEST 
DOLLAR  CHANGE  IN  1990 

Profits  declined  7%  in  1 990.  That  $13  billion  swing  would  have  been  far  larger  without 
strong  gains  for  banking,  fuel,  and  computers,  which  had  a  dismal  1 989 

BANKS-EAST 
DRUGS  &  RESEARCH 
COMPUTERS 
OIL  &  GAS 
TOBACCO 


CHANGE  IN  AFTERTAX 
PROFITS  FROM  1989 


INSURANCE 
CHEMICALS 
RETAILING 
AIRLINES 
CARS  &  TRUCKS 


■4  BILLIONS  OF  DOLLARS  ► 


WINNERS  AND  LOSERS  IN  THE  YEAR'S  PROFIT  RACE 


THE  BEST... 


...AND  THE  WORST 


HEALTH  CARE 
TOBACCO 
AEROSPACE 
ENTERTAINMENT 
DRUGS  &  RESEARCH 
PETROLEUM  SERVICES 
COMPUTERS 
>OOD  PROCESSING 
PERSONAL  CARE 
COAL 


PERCENT  CHANGE  ►  0 


PERCENT  CHANGE 
IN  PROFITS 
FROM  1989 


AIL- INDUSTRY 
AVERAGE 

-7% 


PERCENT  CHANGE 

APPLIANCES 

-49% 

ALUMINUM 

-51 

AUTO  PARTS 

-61 

TIRE  &  RUBBER 

-67 

REAL  ESTATE 

-77 

LOSS  IN  MILLIONS 

TEXTILES 

$124 

STEEL 

159 

SAVINGS  &  LOAN 

406 

AIRLINES 

705 

CARS  &  TRUCKS 

1,005 

DATA:  STANDARD  t  POOR'S  COMPUSTAT  SERVICES  INC. 
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LOSSARY 

ales:  Includes  all  sales  and  other  operating 
venues.  For  banks,  includes  all  operating 
venues. 

rofits:  Net  income  before  extraordinary 
sms.  For  banks,  profits  are  net  income  after 
rcurity  gains  or  losses. 


Margins:  Net  income  from  continuing 
operations  before  extraordinary  items  as 
percent  of  sales. 

Return  on  common  equity:  Ratio  of  net 
income  available  for  common  stockholders 
(most  recent  12  months)  to  latest  available 
common  equity,  which  includes  common 
stock,  capital  surplus,  and  retained  earnings. 


Price-earnings  ratio:  Based  on  Feb.  28, 
1991,  common  stock  price  and  corporate 
earnings  from  continuing  operations 
before  extraordinary  items  for  most  recent 
12-month  period. 

Earnings  per  share:  For  most  recent 
12-month  period.  Includes  all  common-stock 
equivalents. 


COMPANY 


SALES 


PROFITS 


MARGINS 

RETURN  ON 

COMMON 

12 

4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH  4TH 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER  QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1990 

1989 

1990 

1989 

1990 

1989 

1990 

1989 

1990  1989 

ENDING 

RATIO 

PER 

S  Mil. 

$  MIL. 

S  MIL. 

$  Mil 

12-31 

2  28 

SHARE 

ALL-INDUSTRY 


COMPOSITE 

1033461 

10 

3874213 

8 

31261 

-12 

162421 

-7 

3.0 

3.8 

11.7 

17 

2.19 

AEROSPACE 

INDUSTRY  COMPOSITE 

28637.7 

12 

107995.6 

13 

231.9 

-21 

2977.6 

41 

0.8 

1.2 

11.8 

12 

3.40 

Joeing 

7015.0 

45 

27595.0 

36 

318.0 

313 

1385.0 

105 

4.5 

1.6 

20.3 

12 

4.01 

GenCorp  i 

506.0 

-5 

1775.0 

-8 

16.0 

NM 

51.0 

538 

3.2 

NM 

25.5 

5 

1.60 

Seneral  Dynamics 

2598.3 

-1 

10173.2 

1 

-530.1 

NM 

-639.4 

NM 

NM 

3.1 

-31.2 

NM 

-15.34 

Srumman 

1120.8** 

29 

4041.3 

14 

16  7 

13 

85.6 

27 

1.5 

1.7 

9.5 

6 

2.48 

(aman 

212.3** 

4 

826.6 

3 

5.2 

-5 

19.2 

120 

2.5 

2.7 

10.1 

8 

1.05 

Lockheed 

2969.0 

-2 

9958.0 

1 

99.0 

NM 

335.0 

NM 

3.3 

NM 

15.0 

8 

5.30 

NAartin  Marietta 

1558.2 

-4 

6125.9 

6 

57.2 

-22 

327.6 

7 

3.7 

4.5 

22.1 

7 

6.52 

McDonnell  Douglas 

4132.0 

-4 

16246.0 

1 1 

-1 1.0 

NM 

275.0 

NM 

NM 

NM 

7.8 

6 

7.18 

Northrop 

1521.1 

15 

5489.8 

5 

42.7 

NM 

210.4 

NM 

2.8 

NM 

20.9 

6 

4.48 

lohr  Industries  (5) 

320.7 

37 

1165.0 

1 1 

4.6 

NM 

16.0 

12 

1.4 

NM 

3.9 

18 

0.90 

Sundstrand 

439.1 

3 

1599.8 

5 

33.1 

3 

11 5.6 

-4 

7.5 

7.5 

19.2 

10 

3.15 

Thiokol  (61 

299.5 

4 

1216.9 

5 

1 1.7 

21 

46.0 

128 

3.9 

3.4 

16.3 

6 

2.39 

United  Technologies 

5945.6** 

13 

21783.2 

10 

168.8 

-8 

750.6 

7 

2.8 

3.5 

13.7 

8 

5.91 

AUTOMOTIVE 

INDUSTRY  COMPOSITE 

71377.6 

-2 

293000.5 

-2 

-2152.4 

NM 

-682.7 

NM 

NM 

0.8 

-1.1 

NM 

-0.61 

CARS  &  TRUCKS 

GROUP  COMPOSITE 

63141.6 

-3 

259607.0 

-2 

-2105.7 

NM 

-1004.9 

NM 

NM 

0.7 

-1.6 

NM 

-0.96 

Chrysler 

7377.0 

-5 

30620.0 

-13 

31.0 

NM 

68.0 

-79 

0.4 

NM 

1.0 

41 

0.30 

Ford  Motor 

24190.8 

0 

97649.9 

2 

-518.5 

NM 

860.1 

-78 

NM 

1.3 

3.7 

16 

1.86 

General  Motors 

29875.7** 

-5 

124705.0 

-2 

-1617.0 

NM 

-1985.7 

NM 

NM 

2.2 

-6.1 

NM 

-4.09 

Mavistar  International  |2) 

971.0 

-4 

3854.0 

-9 

-7.0 

NM 

-1 1.0 

NM 

NM 

NM 

-7.0 

NM 

-0.16 

Paccar 

727  1 

-16 

2778.1 

-21 

5.8 

-94 

63.7 

-74 

0.8 

1 1.5 

6.2 

22 

1.83 

PARTS  &  EQUIPMENT 

GROUP  COMPOSITE 

5050.0 

3 

20638.9 

1 

-100.9 

NM 

215.3 

-61 

NM 

1.3 

3.8 

31 

0.65 

Arvin  Industries 

417.7 

5 

1687.1 

10 

10.0 

97 

33.2 

69 

2.4 

1.3 

6.7 

16 

1.35 

Cummins  Engine 

899.3 

5 

3461.8 

-2 

-124.3 

NM 

-165.1 

MM 

NM 

NM 

-26.1 

NM 

-14.47 

Dana 

1233.8 

3 

5225.4 

1 

4.1 

-80 

75.6 

-43 

0.3 

1.7 

7.2 

15 

1.85 

Eagle-Picher  Industries  (l) 

175.0 

0 

699.3 

-4 

1.8 

-84 

39.4 

-27 

1.0 

6.2 

NM 

1 

3.64 

Eaton 

876.0 

0 

3639.5 

-1 

35.0 

-22 

169.3 

-19 

4.0 

5.1 

14.8 

12 

4.77 

Echlin  (4) 

421.3 

14 

1651.6 

12 

11.1 

-18 

44.8 

5 

2.6 

3.6 

6.7 

15 

0.81 

Federal-Mogul 

290.0 

16 

1  134.0 

5 

-7.5 

NM 

9.2 

-72 

NM 

0.8 

1.9 

78 

0.20 

Masco  Industries 

374.4 

-3 

1562.3 

-7 

-35.7 

NM 

-24.4 

NM 

NM 

NM 

-6.2 

NM 

-0.33 

Smith  (A.  O.) 

207.2 

-4 

935.2 

-4 

7.0 

NM 

30.5 

NM 

3.4 

NM 

9.4 

7 

3.40 

Standard  Products  (6) 

155.4 

-7 

642.7 

2 

-2.3 

NM 

2.8 

-87 

NM 

2.2 

1.9 

54 

0  28 

TIRE  &  RUBBER 

GROUP  COMPOSITE 

3186.1 

3 

12754.6 

4 

54.3 

6 

106.9 

-67 

1.7 

1.7 

4.0 

33 

0.94 

Bandog 

163.0 

12 

586.2 

12 

23.3 

6 

78.8 

4 

14.3 

15.1 

34.7 

18 

5.50 

Cooper  Tire  &  Rubber 

212.8 

2 

895.9 

3 

19.4 

8 

66.5 

14 

9.1 

8.6 

18.0 

13 

1.61 

Goodyear  Tire  &  Rubber 

2810.3 

3 

1  1272.5 

4 

1 1.6 

5 

-38.3 

NM 

0.4 

0.4 

-1.8 

NM 

-0.66 

Fourth  quarter  ending  Nov.  30.  (2)  Fourth  quarter  ending  Oct.  31.  (3}  First  quarter  and  most  recent  12  months  ending  Dec.  31.  (4)  First  quarter  and  most  recent  12  months  ending  Nov. 
I.  (5)  First  quarter  and  most  recent  12  months  ending  Oct.  31.  (6)  Second  quarter  and  most  recent  12  months  ending  Dec.  31.  (7)  Second  quarter  and  most  recent  12  months  ending  Nov. 
i.  (8)  Second  quarter  and  most  recent  12  months  ending  Oct.  31.  (9)  Third  quarter  and  most  recent  12  months  ending  Dec.  31.  (10)  Third  quarter  and  most  recent  12  months  ending  Nov. 
I.  (1 1) Third  quarter  and  most  recent  1 2  months  ending  Oct.  31 .  (12)  Fourth  quarter  ending  Jan.  31 .  *  Sales  include  excise  taxes.  **  Sales  include  other  income.  ***  Sales  include  excise  taxes 
d  other  income.  fRevenues  from  some  major  subsidiaries  not  included  in  sales.  NA  =  not  available.  NM  =  not  meaningful, 

irnings  per  share  are  for  latest  12  months,  not  necessarily  for  end  of  most  recent  fiscal  year.  DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC 
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CHANGE  12 

FROM  MONTHS 
1989  1990 
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CHANGE 
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1989 


4TH 
QUARTER 
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$  MIL. 


CHANGE  12 

FROM  MONTHS 

1989  1990 

%  $  MIL. 


MARGINS 

CHANGE        4TH  4TH 
FROM      QUARTER  QUARTER 
1989  1990  1989 


RETURN  ON 
COMMON 

EQUITY  PRICE- 

12  MONTHS  EARNINGS 

ENDING  RATIO 

12-31  2-28 


12 

MONTHS' 
EARNINGS  | 
FER 
SHARE 


INDUSTRY  COMPOSITE 

58149.2 

-3 

232964.5 

2 

109.6 

-90 

7810.5 

33 

0.2 

1.8 

7.0 

14 

i.8o  K 

i    iBJtMifC  OCT 

(a)BANK>  -  EAsT 

GROUP  COMPOSITE 

31476.3 

_7 

127929.7 

o 

-739.0 

NM 

1392.9 

NM 

NM 

NM 

1.9 

44 

0.51  1 

Bank  of  Boston 

1338.0 

-34 

5658.3 

-17 

-208.0 

NM 

-438.1 

NM 

NM 

0.4 

-27.5 

NM 

-6.21 

Bankers  Trust  New  York 

1854.0 

-3 

7919.0 

3 

123.0 

22 

665.0 

NM 

6.6 

5.3 

26.0 

6 

7.80 

BayBanks 

291.5 

6 

1097.4 

-1 

-32.2 

NM 

-69.8 

NM 

NM 

2.5 

-13.3 

NM 

-4.37 

t-hase  /Vtannattan 

3472.0 

-6 

13672.0 

-2 

193.0 

10 

-334.0 

NM 

5.6 

4.8 

-1 1 .2 

NM 

-3.31  k 

Chemical  Banking 

1954.9 

-6 

7966.5 

-3 

70.1 

-27 

291.2 

NM 

3.6 

4.6 

7.2 

7 

2.38 

Citicorp 

9360.0 

-12 

38385.0 

1 

-382.0 

NM 

318.0 

-36 

NM 

NM 

2  1 

27 

0.57 

CoreStates  Financial 

660.8 

-1 

2584.0 

-1 

-72.7 

NM 

1 14.0 

10 

NM 

NM 

7.6 

15 

2.06 

First  Fidelity  Bancorporation 

753.3 

-2 

3082  0 

2 

53  1 

NM 

-6.1 

NM 

7.0 

NM 

-1.5 

NM 

-0.33 

Fleet/Norstar  Financial  Group 

944.5 

-3 

4071.2 

1  1 

-48.9 

NM 

-48.5 

NM 

NM 

9.5 

-2.8 

NM 

-0.51  B 

KeyCorp 

523.4 

17 

1 804.4 

9 

37.7 

4 

1 48.4 

8 

7.2 

8. 1 

1  4. 1 

8 

3.47  | 

Manufacturers  Hanover 

1886.0 

-7 

7695.0 

-9 

-67.0 

NM 

139.0 

NM 

NM 

3.0 

3.2 

19 

1.27  ■ 

Mellon  Bank 

826.0 

-10 

3477.0 

-4 

-99.0 

NM 

174.0 

-4 

NM 

0.7 

8.7 

9 

2.83 

Meridian  Bancorp 

326.8 

5 

1272.1 

14 

19.7 

-30 

48.5 

-53 

6.0 

9.0 

7.1 

13 

1.20 

Midlantic 

587.2 

—6 

2494.9 

8 

- 1 2.6 

NM 

-195.0 

NM 

NM 

3.0 

-1 6.3 

NM 

-5.22  1 

MNC  Financial 

786.1 

-1 

3217.1 

7 

-197.6 

NM 

-439.5 

NM 

NM 

6.6 

-35.1 

NM 

-5.23  1 

Morgan  (J.  P.) 

2623.0 

3 

10465.0 

1 

191.0 

24 

775.0 

NM 

7.3 

6.1 

15.9 

12 

3.99 

PNC  Financial 

1 194.6 

0 

4879.9 

5 

-168.3 

NM 

70.9 

-81 

NM 

0.1 

2.6 

39 

0.73 

Republic  New  York 

757.2 

6 

2772. 1 

6 

49. 5 

—47 

201 .2 

739 

6.5 

13.2 

13.1 

1 0 

5.44 

Shawmut  National 

645.7 

-15 

2741.1 

-9 

-202.1 

NM 

-133.0 

NM 

NM 

NM 

-9.8 

NM 

-1.84  I 

State  Street  Boston 

356.1 

19 

1320.4 

21 

31.3 

12 

1 17.3 

13 

8.8 

9.4 

16.9 

13 

3.18  1 

U JB  Financial 

335.1 

6 

1355.3 

1  1 

-16.9 

NM 

-5.6 

NM 

NM 

7.8 

-1.0 

NM 

-0.17 

(b)BANKS  -  MIDWEST 

8639.5 

341 93.8 

640.3 

30 

2587.6 

5.8 

13.2 

^DAIID  ^AUDACITC 

2 

2 

1 

7.4 

9 

3.00 

Banc  One 

937.9 

15 

3506.9 

1 1 

108.5 

17 

423.4 

22 

1 1.6 

1 1.3 

15.0 

12 

Boatmen's  Bancshares 

390.9 

3 

1515.1 

3 

35.0 

5 

135.2 

5 

9.0 

8.7 

11.8 

9 

Comerica 

348.7 

1  0 

1 324.4 

6 

31 .4 

8 

1 28.5 

66 

9.0 

9.2 

1 7. 1 

7 

Continental  Bank 

715.3 

-12 

3069.8 

-7 

32.0 

40 

88.0 

-69 

4.5 

2.8 

4.4 

12 

0.95 

First  Bank  System 

509  5 

1  A 
—  1  O 

0  1  OR  <i 

—  1  0 

OA  O 

oo.y 

i  on  a 

1  JU.O 

7  0 

/  .A 

10  8 

]  j 

1.53 

First  Chicago 

1 394  5 

5693  3 

l 

J/  1 

£,A 
—  04 

0 AO  0 

—3 1 

8  5 

9  3 

7 

3.35  E 

First  of  America  Bank 

370  7 

1 0 

1 388  7 

00  p 
OJ.O 

00 

ao 

131  6 

7 

9  1 

8  2 

14  5 

g 

3.26  I 

Huntington  Bancshares 

316.5 

2 

1255.9 

8 

27.4 

3 

85.2 

-21 

8.6 

8.6 

11.1 

10 

1  45 

AAanuf acturers  National 

304  3 

1 1 62  0 

on  n 

6 

1 08  2 

9  9 

10  5 

14  7 

8 

7.10 

AAichigan  National 

309  1 

_2 

1 238  1 

—  17 

O  A 

on 

—or 

48  0 

—73 

0  9 

7  7 

6  5 

7 

3.21  |3 

National  City 

672.4 

3 

2682.4 

5 

36.4 

-47 

233.5 

-1 1 

5.4 

10.5 

14.5 

9 

3.86 

NBD  Bancorp 

688.3 

4 

2688.2 

6 

70  3 

6 

274.8 

6 

10.2 

10  1 

15.1 

10 

3.75 

plortnern  Irust 

345  2 

1 0 

1 322  9 

JU.O 

—6 

115  4 

2 

8  9 

10  3 

1 9  2 

1  ] 

3.08 

Nor  we  st 

901  2 

9 

3482  3 

1  2 

70  7 

1  40 

280  6 

37 

7  8 

3.6 

19.0 

9 

2.73  1 

Society 

435.1 

0 

1725.4 

-2 

37.7 

NM 

155.2 

NM 

8.7 

NM 

15  4 

8 

4.63 

(c)  BANKS  -  SOUTH  &  SOUTHEAST 

GROUP  COMPOSITE 

7882.7 

6 

30703.0 

7 

200.4 

-66 

1514.0 

-39 

2.5 

8.0 

8.5 

12 

1.96 

Darnen  DanKS 

851.0 

V 

3296.2 

9 

1 .4 

-98 

101.2 

—61 

0.2 

8.3 

6.3 

1  4 

1.61 

C&S/ Sovran 

1 364.8 

5 

5309.7 

—95 

229.0 

—55 

n  r 
u.  0 

10  2 

7  c 

1 3 

1.60 

Crestar  Financial 

33 1 .9 

]  0 

1 264.3 

7 

0.9 

-97 

61.1 

-41 

0.3 

9. 1 

8. 1 

10 

1.87 

Dominion  Bankshares 

274.1 

0 

1 106.4 

5 

-28.8 

NM 

-37.1 

NM 

NM 

8  7 

-6.7 

NM 

-1.02 

C*       All  * 

rirst  Union 

1 06 1  4 

22 

4068.7 

23 

j5.5 

40 

304.3 

1 9 

5.2 

4.6 

in  D 

o 
o 

2.52 

First  Wachovia 

653.7 

5 

2518.6 

4 

75.3 

9 

297.2 

1  1 

11.5 

1 1 .0 

1 5.8 

1  1 

4.25 

NCNB 

1742.3 

6 

6682.3 

9 

31.2 

-77 

365.7 

-18 

1 .8 

8.3 

10.8 

9 

3.40 

Signet  Banking 

352.7 

-6 

1431  2 

4 

6.8 

-79 

41.4 

-66 

1.9 

8.7 

5.6 

7 

1.56 

Southeast  Banking 

376.4 

-12 

1617.3 

-5 

-34.8 

NM 

-199.2 

NM 

NM 

NM 

-33.3 

NM 

-6.10 

SunTrust  Banks 

874.4 

3 

3408.5 

3 

85.8 

1 

3  50  4 

4 

9.8 

10.0 

1  5  6 

10 

2.75 

(d)BANKS  -  WEST  &  SOUTHWEST 

GROUP  COMPOSITE 

10150.6 

3 

40137.8 

4 

7.9 

-97 

2316.1 

5 

0.1 

2.5 

11.4 

8 

3.83 

Bancorp  Hawaii 

267.8 

30 

954.3 

25 

25.3 

20 

95.7 

20 

9.5 

10.3 

15.6 

9 

5.51 

BoiA  America 

3255.0 

12 

12323.0 

8 

212.0 

46 

877.0 

7 

6.5 

5.0 

14.3 

8 

3.85 

First  City  Bancorporation  of  Texas 

319.4 

-15 

1491.8 

2 

-166.3 

NM 

-158.3 

NM 

NM 

7.7 

-25.8 

NM 

-9.87 

First  Interstate  Bancorp 

1444.3 

-8 

6024  3 

-8 

91  0 

MM 

438  / 

NM 

6.3 

NM 

16.2 

5 

6.79 

Security  Pacific 

2555.9 

-4 

10322.5 

3 

357  6 

NM 

161.3 

-78 

NM 

7.2 

2.3 

24 

1.03 

U.  S.  Bancorp 

499.1 

1  1 

1919.7 

15 

44.7 

16 

182.7 

21 

9.0 

8.6 

15.8 

8 

3.06 

Valley  National 

289.2 

-  1 

1  142.4 

j 

2.0 

NM 

7.5 

NM 

0.7 

NM 

1.7 

46 

0.38 

Wells  Fargo 

1520.0 

6 

5959.8 

6 

156.7 

-1 

71 1.5 

18 

10  i 

11.1 

23.2 

5 

13.39 

4  CHEMICALS 

INDUSTRY  COMPOSITE 

37616.4 

17 

142745.8 

9 

1614.4 

8 

8436.5 

-16 

4.3 

4.6 

15.9 

12 

3.20 

Air  Products  &  Chemicals  0} 

724.6 

1 1 

2966.8 

12 

60.6 

23 

241.1 

15 

8.4 

7.6 

13.7 

14 

4.34 

American  Cyanamid 

1133.1 

14 

4570.2 

8 

56.5 

1 1 

107.8 

-61 

5.0 

5.1 

4.2 

49 

1.15 

Arco  Chemical 

759.0 

25 

2830.0 

6 

68.0 

-9 

308.0 

-24 

9.0 

12  4 

17.8 

11 

3.21 

Betz  Laboratories 

152.4 

19 

596.8 

16 

16.0 

19 

65.5 

17 

10.5 

10.5 

29.6 

23 

2.12 

Cabot  (31 

448.3 

10 

1714.3 

-8 

19.3 

5 

/]  V 

NM 

4.3 

4.5 

13.1 

1 1 

2.77 
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Innovative  Business  Solutions 
To  Real  Business  Needs. 


You  don't  achieve  new  business  goals  by  looking  at  things  the  same 
old  way.  New  business  needs  demand  new  thinking.  Sharp  Thinking 
about  business  technology  that  works  the  way  you  work  today. 

Sharp  Thinking  created  the  first  high-resolution  VGA  notebook 
computer  small  enough  to  fit  in  your  briefcase,  the  powerful  Wizard 
Electronic  Organizer,  the  world's  first  desktop  full-color  fax  and  the 
high-performance  Masters  Series  Copier/Duplicator. 

Creating  high-quality  products  that  meet  your  needs  made 
Sharp  copiers  number  one  in  customer  satisfaction.  And  made  Sharp 
the  number  one  selling  fax  brand  in  America. 

Sharp  Thinking.  It's  built  into  hundreds  of  innovative  Sharp 
products.  It's  behind  our  comprehensive  dealer  programs  that 
provide  your  business  with  total  service  and  support  long  after  your 
purchase.  And  now  the  Sharp  National  Account  Program  (SNAP) 
offers  the  same  benefits  to  large  businesses. 

To  learn  what  Sharp  Thinking  can  do  for  your  business, 
call  1-800-BE  SHARP. 


(E)  1991  Sharp  Electronics  Corporation 


^C^^^m^  ^G^l  Jf3^ 

FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS™ 


BANKING  SYSTEMS  •  CALCULATORS  •  COLOR  SCANNERS  •  COMPUTERS  •  COPIERS  •  ELECTRONIC  CASH  REGISTERS  &  TYPEWRITERS  •  ELECTRONIC  ORGANIZERS  •  FACSIMILE  •  LASER  PRINTERS^* 


Even  after  being  extinguished, 
fires— especially  industrial  fires- 
can  remain  life  threatening. 
Because  during  a  blaze,  substances 
such  as  mercury,  formaldehyde 
and  acids  used  in  industry  can  be 
released  into  the  air  in  deadly 
concentrations. 


"/f's  a  case  of 
what  you  can't 
see  or  smell 
being  able  to 
kill  you,"  warns 
industrial  hygien- 
ist  Dr.  Roger 
Hallstein. 


Dr.  Hallstein,  who  manages  our 
industrial  hygiene  laboratory- 
one  of  the  few  labs  of  its  kind  in 
the  country— heads  up  a  highly 
qualified  team  ready  to  work 
days,  nights  and  weekends.  Using 
state-of-the-art  equipment,  they 
analyze  air  samples  whenever 
necessary.  And  provide  crucial 
data  and  recommendations 
to  deal  with  harmful  or  lethal 
contamination.  In  short,  they 
save  lives. 

Continental  has  a  lot  of  dedi- 
cated people  like  Dr.  Hallstein. 
People  who  are  there  when  it 
counts.  People  who  have  helped 
make  us  a  leading  property/ 
casualty  insurer  and  a  strong, 
solid  company.They're  why,  for 
over  135  years,  we've  met  our 
obligations  to  our  insureds,  our 
employees,  our  distributors  and 
shareholders. 


THERE  WHEN  IT  COUNTS. 


Ins 


A  ^Continental 
Insurance, 


Corporate  Scoreboard — 

COMPANY  SALES  PROFITS  

MARGINS         RETURN  ON 

COMMON  12 


41H 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

fROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1990 

1989 

1990 

1989 

1990 

1989 

1990 

1989 

1990 

1989 

ENDING 

RATIO 

PER 

$  MIL. 

J  Mil. 

$  MIL 

S  MIL. 

12-31 

2-28 

SHARE 

Jexter 

230.7 

1  1 

907.9 

7 

9.4 

1  1 

42.2 

-2 

4.1 

4.1 

1 2.3 

14 

1.74 

Jow  Chemical 

5147.0** 

21 

19773.0 

12 

274.0 

-36 

1384.0 

-44 

5.3 

10.0 

16.1 

10 

5.10 

)u  Pont 

1 1064.0* 

23 

40047.0 

13 

468.0 

-3 

2310.0 

-7 

4.2 

54 

14.3 

1  1 

3.40 

Engelhard 

657  8 

5 

2942.2 

22 

21.4 

NM 

70.3 

NM 

3.3 

NM 

10.2 

15 

1.57 

Ethyl 

676  5 

5 

2513.8 

3 

66.4 

6 

2  32  2 

6 

9.8 

9.7 

22.8 

14 

1.95 

:erro 

281  7 

4 

1 124.8 

4 

62 

-50 

27.3 

45 

2.2 

4.6 

10.6 

17 

1.24 

Freeport-McMoRan 

388.5 

-18 

1580.6 

-19 

13.3 

49 

313.6 

109 

3  4 

5.5 

186.9 

7 

5.22 

Fuller  (H.  B.)m 

203.0 

7 

792  2 

5 

8.1 

60 

21.1 

35 

4.0 

2.7 

11.2 

15 

2.30 

Seorgia  Gulf 

229.0 

-6 

932  1 

-16 

19.1 

-54 

95.3 

-50 

8.3 

17.0 

NM 

5 

3.07 

Goodrich  (B.  F.) 

575.8 

0 

2432.6 

1 

14.1 

-50 

1 15.8 

-32 

2  4 

4  9 

8.6 

9 

4.23 

Grace  (W.  R.) 

1946.5 

13 

6754.0 

10 

73.8 

-1 1 

202.9 

-21 

3.8 

4.8 

1 1.0 

12 

2.36 

Great  American  Management  (5i 

464.6 

12 

2142.0 

53 

-0  5 

NM 

17.7 

579 

NM 

2.7 

6  6 

16 

1  59 

Sreat  Lakes  Chemical 

289.4 

28 

1066.3 

35 

36  6 

16 

140.8 

15 

12  6 

13.9 

19.9 

19 

4.01 

Hanna(M.  A.) 

268.7 

-1 

1116.3 

1 

17  0 

9 

55.9 

-36 

6.3 

5.7 

9.8 

1 1 

2.03 

Hercules 

820.7 

6 

3199.9 

4 

2.6 

NM 

96.0 

NM 

0.3 

NM 

4.9 

20 

2.04 

MC  Fertilizer  Group  16) 

276.4 

5 

1 134.0 

-2 

24.9 

14 

88.6 

-20 

9.0 

8.3 

10.6 

12 

3.35 

.octite  |6| 

143.2 

18 

555.2 

17 

16.4 

21 

67.4 

16 

11.4 

11.1 

22  1 

17 

3.71 

.ubrizol 

371.2 

32 

1452.7 

18 

31.5 

98 

190.0 

102 

8.5 

5  7 

26.6 

10 

5.34 

.yondell  Petrochemical 

1989.0 

50 

6495.0 

21 

73.0 

14 

356.0 

-5 

3.7 

4.8 

936.8 

5 

4.45 

Monsanto 

2202.0 

10 

8995.0 

4 

31.0 

-66 

546.0 

-20 

1.4 

4.5 

13.4 

13 

4.23 

Morton  International 

470.8 

15 

1798.9 

20 

30.1 

-10 

139.2 

51 

6.4 

8.2 

13.4 

16 

2.89 

Malco  Chemical 

325.5 

15 

1212.3 

13 

35.6 

9 

131.1 

9 

10.9 

1 1.5 

52.6 

18 

3.41 

NIL  Industries 

227.3 

-5 

906.6 

-9 

10.5 

-49 

93.5 

-45 

4.6 

8.6 

5491.3 

8 

1.42 

Olin 

640.0 

7 

2592.0 

3 

8.0 

-74 

84.0 

-32 

1.3 

5.2 

12.3 

12 

4.03 

Quantum  Chemical 

765.4* 

22 

2656. 1 

-1 

9.7 

-46 

21.2 

-81 

1.3 

2.9 

NM 

23 

0.79 

{ohm  &  Haas 

677.7 

9 

2824.2 

6 

36.8 

72 

206.8 

17 

5.4 

3.4 

17.0 

14 

3.10 

khulman  (A.)  |4| 

214.8 

31 

729.3 

16 

9.7 

29 

38.3 

21 

4.5 

4.6 

16.7 

20 

1.91 

Sterling  Chemicals  |3) 

182.4 

107 

586.4 

17 

24.1 

443 

78.7 

28 

13.2 

50 

72  8 

5 

1.43 

Jnion  Carbide 

1875.0 

4 

7621.0 

0 

7.0 

-85 

308.0 

-46 

0.4 

2.6 

13.0 

9 

2.19 

Vista  Chemical  (3) 

176.3 

4 

725.1 

-4 

-5.8 

NM 

38.7 

-62 

NM 

8.3 

NM 

14 

3.65 

Wellman 

204.4 

22 

827  8 

89 

1 1.4 

-28 

61.6 

13 

5  6 

9.5 

16  3 

1  1 

1.90 

Witco 

413.7 

9 

1631.5 

3 

10.6 

NM 

68  0 

94 

2.6 

NM 

1  1.6 

12 

2.95 

CONGLOMERATES 

INDUSTRY  COMPOSITE 

53815.4 

8 

196798.4 

6 

2314.4 

-11 

91  19.6 

-6 

4.3 

5.2 

16.2 

13 

3.29 

Alco  Standard  (3) 

1096.2** 

1 1 

4425.4 

13 

16.0 

-8 

89.5 

-4 

1  5 

1  8 

13.0 

16 

2.16 

Allied-Signal 

3143.0 

3 

12343.0 

3 

107.0 

-7 

462.0 

-13 

3.4 

3  8 

13  9 

9 

3.35 

Sort  Group  (l  i) 

276.5** 

21 

1061.3 

19 

2.5 

40 

12.8 

2 

0.9 

0.8 

4.7 

1 1 

6.79 

Figgie  International 

356.6 

2 

1361.0 

4 

8.6 

-54 

39.7 

-37 

2.4 

5.3 

11.6 

8 

2.28 

General  Cinema  |2) 

483.9** 

9 

2149.5 

12 

55.7 

604 

1 1 1.3 

5 

1 1.5 

1.8 

6.7 

15 

1.51 

General  Electric 

17253.0** 

7 

58414.0 

7 

1239.0 

6 

4303.0 

9 

7.2 

7.3 

20.5 

14 

4.85 

Greyhound  Dial 

865.2 

0 

3519.0 

-1 

28.3 

1 

1 16.4 

7 

3.3 

3.2 

11.3 

10 

2.90 

Household  International 

1135.1 

17 

4319.7 

24 

72.8 

15 

235.3 

8 

6.4 

6.5 

16.6 

7 

6.05 

Itel 

473.4 

-2 

1976.5 

6 

-23.6 

NM 

-32.8 

NM 

NM 

NM 

-8.4 

NM 

-0.82 

ITT 

5500.0 

8 

20691.0 

3 

84.0 

-67 

958.0 

4 

1.5 

5.1 

12.0 

8 

7.28 

LTV 

1611.6 

2 

6138.3 

-4 

-19.5 

NM 

70.9 

-73 

NM 

4.6 

NM 

3 

0.38 

Motional  lntergroup(9) 

733.6 

22 

2853.9 

19 

2.5 

NM 

-53  6 

NM 

0.3 

NM 

-14.7 

NM 

-2.72 

Ogden 

383.7 

-5 

1562.6 

2 

-4.5 

NM 

55.9 

-4 

NM 

NM 

1  1  1 

17 

1.31 

F*enn  Central 

550.7 

17 

2154.3 

25 

20.0 

-21 

97.8 

-44 

3  6 

5.4 

6.0 

14 

1.60 

FVemark  International 

764.0 

13 

2721.4 

8 

27.8 

48 

52.0 

-34 

3.6 

2.8 

7.0 

13 

1.64 

Rockwell  International  pi 

2937  9 

2 

12431.7 

-1 

141  5 

-3 

620.0 

-14 

4.8 

5.1 

14.7 

10 

2.57 

Teledyne 

880.4 

0 

3445.8 

-2 

0.8 

-98 

69.2 

-54 

0.1 

4.4 

13.2 

18 

1.25 

Tenneco 

3881.0 

0 

1451 1.0 

3 

130.0 

-37 

561.0 

-4 

3.4 

5.3 

16.1 

1 1 

4.37 

Textron 

2144.5 

6 

7915.0 

7 

78.1 

1 

283.0 

5 

3.6 

3.8 

10.7 

9 

3.18 

TRW 

2066.0 

8 

8169.0 

1 1 

42.0 

-34 

208.0 

-21 

2.0 

3.3 

10.9 

12 

3.39 

USX 

6229.0* 

28 

20659.0 

10 

267.0 

9 

818.0 

-15 

4.3 

5.0 

13.9 

10 

3.14 

Valhi 

431.6 

-3 

1671.1 

-6 

13.2 

30 

73.7 

-28 

3.1 

2.3 

31.6 

1 1 

0.65 

Whitman 

618.5 

9 

2305.0 

6 

25.2 

33 

-31.3 

NM 

4.1 

3.3 

-21.6 

NM 

-0.68 

CONSUMER  PRODUCTS 

INDUSTRY  COMPOSITE 

59662.8 

15 

218161.9 

12 

2708.2 

8 

12166.5 

20 

4.5 

4.8 

21.0 

19 

2.12 

APPAREL 

GROUP  COMPOSITE 

4958.1 

10 

19931.4 

12 

179.3 

-32 

999.1 

-9 

3.6 

5.8 

16.1 

15 

1.74 

Brown  Group  (l  l) 

452.9 

-4 

1810.6 

1 

10.0 

6 

34  6 

62 

2.2 

2.0 

10  3 

14 

2.00 

Crystal  Brands 

228.3 

6 

868.5 

1 

1 1.2 

-2 

28.9 

5 

4.9 

5.3 

11.3 

7 

3.18 

Fruit  of  the  Loom 

304.5 

-7 

1426.8 

8 

3.4 

-82 

77.1 

7 

1.1 

5.9 

187 

9 

1.25 

Gitano  Group 

164.5 

5 

806.6 

29 

-19.0 

NM 

8.0 

-74 

NM 

3.5 

3.8 

38 

0.54 

Hartmarx  (D 

336.4 

-3 

1295.8 

0 

-4.0 

NM 

-61.5 

NM 

NM 

1.2 

-20.6 

NM 

-3.11 

Kellwood  |8) 

213.9 

2 

774.2 

-4 

2.0 

-68 

4.2 

-87 

1.0 

3.0 

2.1 

41 

0.36 

L.  A.  Gear  i 

189.3 

14 

902.2 

46 

-7.1 

NM 

31.3 

-43 

NM 

7.0 

14.7 

8 

1.56 

Leslie  Fay 

200.9 

17 

858.8 

9 

3.7 

53 

29  8 

16 

1.8 

1.4 

17  5 

1 1 

1.57 

Liz  Claiborne 

468.2 

25 

1728.9 

23 

55.7 

38 

205  8 

25 

11.9 

10.8 

29.8 

18 

2.37 

Nike  (7) 

648.8 

46 

2669.3 

39 

58.1 

58 

288.1 

46 

9.0 

8.3 

30.8 

13 

3.80 

Oxford  Industries  (7) 

138.2 

-3 

530.1 

-4 

1.1 

-65 

3.3 

-69 

0  8 

2.1 

3.2 

22 

0.37 

Phillips-Van  Heusennu 

241.5 

4 

773.8 

9 

14.9 

1 

23.9 

-4 

6.2 

6.3 

26.6 

12 

1.64 
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Wherever  your  business 
the  Gulf  stream  IVcan  tak(  ( 


Some  people  seem  to  believe  that  as  you  go 
up  the  ladder  in  business  jets,  you  run  out  of 
things  the  airplane  can  do. 

The  way  they  see  it,  by  the  time  you  get  to 
the  Gulfstream  IV,  which  is  at  the  very  top, 
the  only  thing  it  is  good  for  is  to  fly  the  long 
intercontinental  missions. 

Exactly  the  opposite  is  true,  of  course. 


As  a  business  jet  gets  bigger,  as  its  flight 
management  and  aircraft  systems  get  more 
advanced,  as  its  engines  become  more  akin  to 
those  that  power  airliners,  and  the  wider  its 
performance  envelope  becomes,  the  more  it 
can  do. 

That  certainly  is  the  case  with  the 
Gulfstream  IV. 


Gulfttream  Aerospace  Corporation.  PO  Box  2206.  Savannah.  Georgia  31402  U  S  A. 


akes  you, 
du  there. 


A  well-managed  Gulfstream  IV  can 
become  a  unique  asset  in  a  corporate  aircraft 
operation.  In  fact,  it  is  perfectly  plausible  to 
expect  this  one  amazing  machine  to  do  as 
much  as  two  lesser  aircraft,  and  perhaps 
even  more. 

There  is  no  question  about  its  long-range 
prowess.  The  Gulfstream  IV  has  the  endur- 
ance and  speed  to  fly  nearly  5,000  statute 
miles  non-stop  in  about  9.5  hours;  the  reliabil- 
ity of  its  engines  and  systems  helps  make  every 
hour  pass  placidly;  and  a  big,  roomy  cabin 
makes  every  mile  go  by  comfortably. 

It  brings  these  same  capabilities  to  shorter 
trips  and,  in  the  right  hands,  does  it  with  sur- 
prising efficiencies  and  cost-effectiveness.  In  a 
survey  of  Gulfstream  IV  operators  by  a  major 
aviation  publication,*  most  reported  that 
"they  have found  the  Gulfstream  IV to  be  eco- 
nomically practical for  trips  ranging  anywhere 
from  one  hour  to  9. 50  hours  in  duration. . . ". 

Its  size  is  a  plus  in  helping  achieve  optimum 
utilization. The  Gulfstream  IV  can  take  more 
passengers  farther  faster  than  any  other  busi- 
ness aircraft.  (And,  in  our  experience,  people 
seldom  pass  up  the  opportunity  to  ride  in  it 
and  pilots  always  want  to  fly  one.) 

Despite  its  size,  the  Gulfstream  IV  can  get 
into  and  out  of  hundreds  of  airports  where 
you  normally  find  only  smaller  jets.  And  that's 
not  simply  because  of  its  sparkling  perform- 
ance, but  because  it  is  also  a  good  neighbor. 

Few  airports  are  more  noise-sensitive  than 
Washington's  National  Airport;  the  FAA  says 
the  Gulfstream  IV,  with  its  Rolls-Royce  Tay 


engines,  is  quiet  enough  to  come  and  go  there 
anytime,  day  or  night.  (It  all  suggests  you  can 
plan  on  going  almost  anywhere  you  want  to 
go-which  is  the  fundamental  reason  to  oper- 
ate any  business  jet.) 

In  short,  the  Gulfstream  IV  has  an 
uncommon  versatility  that  makes  it  uncom- 
monly productive. 

We  can  show  you  why  and  how  this  hap- 
pens on  an  actual  business  trip  you  and  your 
key  executives  have  to  take  somewhere  at 
home  or  abroad. 

If  you  need  to  go  5,000  miles  non-stop,  fine. 

If  you  need  to  go  where  airline  service  is 
impractical  or  impossible,  we  can  show  you 
how  easy  the  Gulfstream  IV  makes  it  to  get 
to,  not  merely  one  place  but  several,  and  have 
you  home  again  in  a  single  day. 

If  we  can  have  the  time  to  show  you  how  the 
Gulfstream  IV  does  both,  so  much  the  better. 

What's  important  is  that  you  have  the 
opportunity  to  put  the  Gulfstream  IV  in  its 
proper  perspective. 

The  person  who's  ready  to  see  that  you  get 
that  chance  is  Robert  H.  Cooper,  Senior  Vice 
President,  Gulfstream  Marketing.  /p=3ii 

Call  him  at  (912)  964-3292.  Wl 

Gultstream 
/Icrospacc 


The  Gulfstream  IV 

Uncommonly  versatile, 
uncommonly  productive. 


Gulfstream  Marketing  Regional  U.S.  Offices  are  Northeast  (203)677-7666;  Midwest  (312)  571-6606; 
Mid-Atlantic/Southeast  (912)  964-3283;  Southwest  (713)  782-6782;  and  Western  (213)  420-5059. 
"Gulfstream  IV  Operators  Survey,"  Bus/«e5s<fe  Commercial  Aviafion,  August  1989. 
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COMMON  12 


"TH 

CHANGE  12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1990 

1989 

1990 

1989 

1990 

1990 

1989 

1990 

1989 

ENDING 

RATIO 

PER 

$  MIL. 

$  Mil 

% 

$  MIL 

$  MIL 

% 

12  31 

2-28 

SHARE 

Keebok  International 

488  7 

29 

2159.2 

1 9 

39  5 

1 3 

1 76  6 

g  1 

9.3 

18.4 

1 3 

1 .54 

Russell 

194.4 

-5 

713.8 

4 

19.7 

-8 

67.9 

5 

10.2 

10.6 

15.2 

15 

1.65 

VF 

687.6 

4 

2612.6 

3 

-9.9 

NM 

81.1 

-54 

NM 

6.1 

9.1 

19 

1.35 

(b)  APPLIANCES  &  HOME  FURNISHINGS 

\ 

GROUP  COMPOSITE 

6204.7 

0 

25485.3 

3 

-135.5 

NM 

406.2 

-49 

NM 

2.3 

5.0 

33 

0.49  {* 

Armstrong  World  industries 

601.4 

2 

2531.3 

1 

6.0 

-81 

143  2 

8 

1.0 

5.2 

19.4 

9 

3.18 

Circuit  City  StoresdOi 

589.1 

12 

2328.6 

18 

4  4 

-70 

71.4 

1 

0.7 

2.8 

17.9 

9 

1.54  ; 

Highland  Superstores  1 1 1] 

193.1 

8 

889.9 

-3 

-4.8 

NM 

-16.3 

NM 

NM 

0.7 

-14.9 

NM 

-0.89 

Intercom  > 

36/  2 

3 

1474.5 

-16 

-31.0 

NM 

-1 13.5 

MM 

NM 

NM 

NM 

NM 

-5.31 

Intermit  k 

252.0** 

23 

1 109.7 

33 

-17.6 

NM 

-45.2 

NM 

NM 

NM 

-50.3 

NM 

-3.95 

Kimball  International  im 

144.2 

1 0 

588  1 

-6 

8.1 

-29 

39.4 

-1 

5.6 

7.1 

13.6 

11 

1.86 

1 66  8 

5 

605.5 

Q 

9  0 

2 

26  1 

5  4 

5  5 

12  0 

1  ^ 

Leggett  &  Piatt 

259.6 

7 

1088.6 

10 

-6.3 

NM 

29.4 

-36 

NM 

4.2 

9.3 

18 

1.67 

Masco 

767.0 

2 

2 

-35.0 

NM 

138.8 

-37 

NM 

0.8 

7.4 

23 

0.91  1 

AAoytag 

724  8 

-9 

3056.8 

— OO 

OQ  O 

yo.y 

— ZD 

1 .8 

5.0 

9.6 

1  4 

0.94 

Pier  1  Imports  (10) 

145.7 

]  ] 

570.5 

16 

-1.7 

NM 

14.4 

-42 

NM 

4.4 

9.0 

13 

0.40 

Whirlpool 

1616.0 

3 

6623.0 

5 

-54.0 

NM 

72.0 

-62 

NM 

3.1 

4.8 

23 

1.04  ' 

Zenith  Electronics 

377.8 

-15 

1409.9 

-9 

25  5 

NM 

52  3 

NM 

NM 

0.9 

-14.5 

NM 

-1.95 

(c)  BEVERAGES 

GROUP  COMPOSITE 

12319.9 

13 

45723.9 

14 

739.5 

36 

3583.2 

17 

6.0 

5.0 

23.7 

23 

1.84 

Anheuser-Busch 

2683.3 

16 

10743.6 

1  3 

141.7 

1 1 

842.4 

10 

5.3 

5.5 

23.5 

16 

2  96 

Brown-Forman 

314.0 

-1 

1043.9 

4 

44.0 

NM 

135.9 

30 

14.0 

NM 

22.0 

16 

4.86 

Coca-Cola 

2556.0 

18 

101' 36  3 

19 

294.3 

27 

1381.9 

16 

1 1.5 

10.7 

37.5 

26 

2.04 

Coca— Cola  Enterprises 

935  5 

3 

4034.0 

1  1  1 

64 

93  4 

30 

1  2 

0  7 

5  5 

26 

U.OD 

Coors  (Adolph) 

386.6 

10 

1863.4 

6 

-17.5 

NM 

38.9 

196 

NM 

NM 

3.5 

19 

1.05 

PepsiCo 

5444.6 

1  4 

17802.7 

17 

265.9 

32 

1090.6 

21 

4.9 

4.2 

23.6 

24 

1.37  1 

(d)  PERSONAL  CARE 

GROUP  COMPOSITE 

12687.4 

14 

47452.5 

13 

884.9 

53 

3221.3 

26 

7.0 

5.2 

28.1 

18 

3.81  | 

Alberto-Culver  [3) 

190.8 

8 

810.3 

1 1 

8  0 

22 

36.5 

20 

4.2 

3.7 

15.6 

24 

1  33 

Avon  Products 

1 125.9 

9 

3453.8 

5 

88.0 

22 

195.3 

28 

7.8 

7.0 

56.4 

15 

2.81 

Chemed 

149.0 

2 

599.4 

1 

1.9 

-66 

16.6 

-37 

1.3 

3.9 

14.4 

15 

1.60 

Clorox  (6| 

333.9 

13 

1  558  5 

10 

20  4 

-24 

1  4ii  5 

-6 

6.1 

9.1 

16  8 

15 

2.59  J 

Colgate-Palmolive 

1479.3 

1  5 

5691  2 

13 

73.5 

18 

321  1 

15 

5.0 

4.9 

34.2 

16 

4.56  j 

Ecolab 

359.6 

6 

1 390.0 

6 

17.2 

NM 

53.7 

NM 

4.8 

NM 

14.0 

13 

1.95  j 

Gillette 

1242.1 

18 

4344.6 

1 06.6 

34 

367  9 

29 

8  6 

7  c 

237  6 

23 

3  20  ' 

Helene  Curtis  Industries  ooi 

204.6 

29 

824.4 

24 

2.1 

-23 

9.2 

-42 

1.0 

1.7 

6.2 

27 

1 .00  i 

International  Flavors  &  Fragrances  219.3 

16 

962.8 

1  1 

28.8 

18 

156.7 

1  3 

13.2 

12.9 

17  9 

20 

4. 1  1 

NCH  (8) 

169.2 

1 

662.3 

9 

1 1.5 

1 5 

42.0 

8 

6.8 

6.6 

18.5 

13 

5.01 

Procter  &  Gamble  . 

6857.0 

1  4 

25848.0 

1  4 

490.0 

40 

1 733.0 

24 

5.8 

26. 5 

1 7 

.  Q  C  j 

4.O0 

Stanhome 

205.7 

!  .1 

675.7 

18 

18.7 

9 

51.1 

1  4 

9.1 

9.4 

26.0 

16 

2.54  ; 

Tambrands 

150.9 

12 

631  5 

8 

18.0 

NM 

97.8 

NM 

12.0 

NM 

38.9 

22 

2.30  1 

(e|  TOBACCO 

GROUP  COMPOSITE 

23492.6 

24 

79568.8 

14 

1040.1 

7 

3956.7 

49 

4.4 

5.1 

21.3 

18 

2.34  j 

American  Brands 

3757.9* 

30 

13780.9 

16 

1  1.4 

-93 

566  0 

-6 

0.3 

6.0 

16.7 

16 

2.99  1 

Dibrell  Brothers  (6) 

301.6 

37 

876.3 

25 

6.0 

57 

16.9 

9 

2.0 

1.7 

20.3 

1  1 

2.56  \ 

Philip  Morris 

14223.0* 

30 

46226.0 

16 

880.0 

2 

3540.0 

20 

6.2 

7.9 

31.2 

18 

3.83  1 

RJR  Nabisco 

3687.0 

4 

13879  0 

6 

62  0 

NM 

-462.0 

NM 

1.7 

NM 

-18.1 

NA 

-1.10  t 

Standard  Commercial  > 

306.6 

21 

1038  1 

12 

2.9 

115 

8.2 

NM 

0.9 

0.5 

6.7 

13 

0.99  I 

Universal  (6) 

1015.0** 

14 

3003.9 

4 

23.1 

-12 

34.3 

-27 

2.3 

2.9 

8.3 

13 

2.11 

UST 

201.5* 

13 

764.7 

12 

54.7 

22 

223.3 

17 

27.2 

25.3 

47.0 

22 

1.96 

7  CONTAINERS  &  PACKAGING 

INDUSTRY  COMPOSITE 

4872.8 

14 

18732.5 

14 

154.1 

-37 

751.5 

-31 

3.2 

5.7 

11.6 

14 

2.09 

(a)  GLASS,  METAL  &  PLASTIC 

GROUP  COMPOSITE 

1148.4 

51 

4429.3 

41 

22.8 

22 

157.3 

21 

2.0 

2.5 

12.0 

16 

2.99 

Ball 

302.0 

-2 

1357.2 

1 1 

1.4 

NM 

50.2 

40 

0.5 

NM 

13.1 

13 

2.03 

Crown  Cork  &  Seal 

846.4** 

87 

3072. 1 

61 

21.4 

14 

107.1 

14 

2.5 

4.1 

1 1.6 

18 

3.71 

(b)  PAPER 

GROUP  COMPOSITE 

3724.4 

6 

14303.2 

7 

131.2 

-42 

594.2 

-38 

3.5 

6.4 

11.5 

13 

1.94 

Bemis 

303.3 

13 

1  128.2 

5 

15.4 

5 

50.9 

8 

5  1 

5.4 

17.8 

18 

1.98 

Federal  Paper  Board 

437.5 

4 

1365.7 

4 

22.9 

60 

1 18.2 

-42 

5.2 

13.7 

13.7 

9 

2.74 

Gaylord  Container  (3| 

173.0 

-  5 

708.3 

-5 

-9.9 

NM 

-35.1 

NM 

NM 

1.1 

-24.5 

NM 

-2.25 

Longview  Fibre  (2) 

182.7 

1 

685.5 

-2 

14.5 

6 

61.1 

-8 

7.9 

7.5 

15.8 

10 

1.13 

Nashua 

136.8 

7 

589.5 

7 

4.0 

-21 

20.8 

18 

2.9 

3.9 

15.5 

13 

2.73 

Sonoco  Products 

429.3 

6 

1669.1 

1 

26.9 

9 

50.4 

-51 

6.3 

6.1 

10.0 

32 

1.16 

Stone  Container 

1443.9 

0 

5755.9 

3 

9.4 

-86 

95.4 

-67 

0.7 

4.5 

6.6 

10 

1.59 

Temple-Inland 

618.0 

26 

2401.1 

24 

48.1 

8 

232.5 

12 

7.8 

9.1 

16  5 

9 

4.20 

s  DISCOUNT  &  FASHION  RETAILING 

INDUSTRY  COMPOSITE 

70349.7 

9 

268637.8 

10 

1701.7 

-23 

5963.2 

-22 

2.4 

3.4 

12.3 

23 

1.33 

Ames  Department  Stores  (i  n 

699.7 

-39 

3568.5 

-31 

-183.2 

NM 

-965.6 

NM 

NM 

0.6 

NM 

NM 

-26.05 

Burlington  Coat  Factory  (61 

385.1** 

6 

853.6 

13 

26.7 

-23 

16.0 

-45 

6.9 

9.6 

7.5 

12 

0.91 

Carter  Ha  wley  Hale  Stores  (5) 

566.3** 

-14 

2765.3 

-2 

-8.7 

NM 

1  4  8 

NM 

NM 

NM 

NM 

NM 

-0.44 

Footnotes  on  page  55 
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12 
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12 
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Al  IADTPD 
UUAK  1  tK 
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QUARTER 

f  ROM 

MONTHS 

FROM 
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12  MONTHS 
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EARNINGS 

1990 

1989 

1990 

1989 

1990 

1989 

1990 

1989 

1990 

1989 

ENDING 

RATIO 

PER 

$  Mil 

$  Mil 

I  MIL 

$  Mil 

% 

12-31 

2  28 

SHARE 

.harming  Shop  pes  i) 

871  8 

8  6 

2 1 

36.5 

-1  5 

3.9 

3.7 

1 2.8 

19 

0.72 

Child  World  mi 

185.6 

18 

871.1 

4 

-14.4 

NM 

-10.1 

NM 

NM 

NM 

-5.5 

NM 

-0.89 

Consolidated  Stores  (i  l) 

166.8 

23 

674.0 

9 

0.5 

NM 

-7.0 

NM 

0.3 

NM 

-4.9 

1 J  M 

-0.15 

Costco  Wholesale 

1121.0 

34 

4419.6 

36 

13.7 

100 

56.1 

80 

1.2 

0.8 

13.8 

40 

1.56 

)a y ton  Hudson 

"J AO  ^  f"^*  * 
JOzj.U 

1 2 

1 4359  0 

g 

58  0 

_9 

425.0 

24 

1  f> 

2.0 

22.0 

12 

5.50 

DiMard  Department  Stores  |i  l) 

904.9** 

20 

3609.6 

23 

32.4 

33 

176.0 

37 

3.6 

3.2 

13.9 

20 

4.93 

Dollar  General  (l  l) 

164.6 

13 

643.4 

5 

2.8 

0 

13.0 

18 

1.7 

1  9 

10.5 

12 

0.71 

amil >■  Dollar  Stores  i 

224.7 

9 

892.3 

13 

7.8 

30 

30.5 

38 

3.5 

2.9 

15.1 

13 

1.10 

ingerhut 

484  2 

24 

1 248  0 

1 2 

23  7 

_3 

47  7 

2 1 

4.9 

6.3 

1  6. 1 

1 1 

1 .96 

j  op  1) 

501.7 

24 

1854.2 

27 

47.7 

39 

122.2 

28 

9  5 

8.4 

29.1 

26 

1.73 

Grossman's 

183.7 

1 

812.5 

-23 

-9.5 

NM 

-3.9 

NM 

NM 

0  7 

-3.5 

NM 

-0.15 

Hechinger  1 1) 

349.0 

14 

1394.2 

20 

4.9 

-9 

32.6 

-8 

1  4 

1.8 

7.8 

9 

0.92 

■lills  Department  Stores  ( 1 1 ) 

7 

00/ .  / 

2 1 88  4 

1 3 

-3  3 

NM 

—6  1 

NM 

NM 

0.5 

NM 

r  i  m 

-0.46 

Home  Depot  |i  1) 

936.6 

34 

3521.1 

37 

36.1 

41 

151.5 

50 

3.9 

3.7 

24.3 

39 

1.26 

Home  Shopping  Network  : 

291.7 

14 

1044.8 

26 

12.0 

-21 

29.2 

NM 

4.1 

6.0 

16.0 

16 

0.32 

lames  way  1) 

217.4 

6 

908.7 

9 

-3.5 

NM 

-0.7 

NM 

NM 

0.7 

-0.6 

NM 

-0.06 

C  mart  (l  i) 

7568.0** 

1 2 

1  4 

1 06  0 

2 

334  0 

-55 

1  4 

1 .5 

6.6 

2 1 

1 .67 

.ands'Endni) 

145.4 

10 

575.9 

8 

0.2 

-96 

16  3 

-43 

0.2 

4.3 

14.8 

21 

0.82 

.imited  (i  i) 

1247.9 

12 

5092.4 

15 

84.9 

0 

379.3 

21 

6.8 

7.6 

27.0 

22 

1.05 

.owe's(ii) 

708.1 

1 

2846.6 

9 

14  1 

-31 

76.1 

-1 

2.0 

2.9 

11.1 

14 

2.03 

rviacy  lit.  n.j  (5) 

1  546- 1 

—  1  u 

7 1 03  7 

*_ 

—66  7 

—248  9 

NM 

NM 

NM 

t  J  A 

-167.68 

VAay  Department  Stores  l) 

2372.0** 

4 

10020.0 

6 

90.0 

-7 

531.0 

15 

3.8 

4.3 

22.6 

13 

3.97 

Melville 

3096.7 

23 

8686.8 

15 

234.9 

-1 

385.3 

-3 

7.6 

9.5 

28. 1 

13 

3.59 

Mercantile  Stores 

571.0** 

3 

2355.0 

2 

33.6 

2 

131  6 

-3 

5  9 

6.2 

1 1.7 

10 

3.57 

it            _      D          .  c 

SAerry-Go-Kouna  enterprises  (11) 

161.5 

24 

592  0 

48 

1  1  4 

43 

34  5 

99 

7  ] 

6  2 

24.6 

21 

1 .02 

Meyer  (Fred)  (i  i) 

541.9 

8 

2480.2 

14 

3.2 

7 

-5.0 

NM 

0.6 

0.6 

-1.9 

MM 

-0.20 

'Jeiman  Marcus  Group  (5) 

426.1** 

7 

1715.6 

12 

10.3 

-14 

26.6 

-2 

2.4 

3.0 

NM 

MM 

0.07 

Nordstrom  |i  i) 

634.9 

1  1 

2849.2 

10 

20.4 

-7 

100.9 

-23 

3.2 

3.8 

12.8 

25 

1.24 

'a  mi  do  Holdings  (1 1) 

1  59  5 

648  0 

0  5 

—61 

5  8 

0.3 

0.8 

42.2 

5 

0.90 

'enney  (J.  C.)  (i  n 

4247.0 

-1 

17226.0 

4 

134.0 

-36 

738.0 

-15 

3.2 

4.9 

19.8 

9 

5.86 

>ep  Boys-Manny,  Moe  &  Jack  d  i) 

224.8 

10 

887.7 

18 

8.3 

-8 

39.3 

7 

3.7 

1  4 

1 1.6 

16 

0.70 

Petrie  Stores  I 

290.9 

-2 

1293.2 

3 

-4.9 

NM 

23.9 

-24 

NM 

0.7 

3.7 

40 

0.51 

'rice  |4) 

22 1 3  4* * 

1 9 

5765  4 

47  0 

A 

1 28  1 

2. 1 

2  4 

1 9.6 

1 6 

2.55 

QVC  Network  mi 

205.9 

228 

809.1 

240 

-15.6 

NM 

-22.6 

NM 

NM 

1.6 

-1 1.3 

tJM 

-1.38 

lose's  Stores  (U) 

336.2 

-3 

1525.7 

4 

-2.7 

NM 

6.9 

22 

NM 

NM 

3.6 

8 

0.35 

toss  Stores  in) 

185  1 

6 

777  1 

10 

0.2 

-95 

?  1  9 

-29 

0.1 

2.4 

19.5 

8 

0.93 

>ears,  Roebuck 

1 5557  2** 

5597 1  7 

378  8 

—37 

891  7 

-38 

2  4 

4  0 

7  i 

1 2 

2.60 

Service  Merchandise 

1402.5 

0 

3435.0 

4 

82.3 

1 1 

60.7 

-16 

5.9 

5.3 

NM 

7 

1.16 

Spiegel 

773.9 

15 

1993.4 

18 

36.0 

-27 

61.5 

-16 

4.6 

7.4 

14.6 

13 

1.18 

Strawbridge  &  Clothier 

232.0** 

12 

1007.8 

9 

1.7 

-24 

29  0 

10 

0.7 

1.1 

12.5 

8 

3  18 

rjX(ii) 

646.0 

15 

2350.9 

12 

29.8 

1 

73.0 

1 

4.6 

5.2 

27.7 

14 

1.04 

Toys 'R' Us  mi 

1052.6 

15 

5289.9 

22 

28.7 

0 

330.2 

20 

2.7 

3  1 

18.3 

2  5 

1.12 

J.  S.  Shoe (ii) 

675.0 

4 

2771.4 

12 

9.2 

-49 

51.7 

18 

1.4 

2.8 

9.2 

10 

1.15 

Venture  Stores  i 

338.0** 

8 

1417.8 

NA 

4.0 

NM 

33.7 

NA 

1.2 

NM 

51.0 

7 

1.86 

Waban(ii) 

606.2 

18 

2332,3 

18 

6.8 

8 

22.2 

-14 

1.1 

1.2 

7.9 

19 

0.78 

Wal-Mart  Stores  ( 1 1 ) 

7931.0 

26 

30350.1 

25 

282.8 

22 

1235.0 

27 

3.6 

3.7 

26.6 

34 

1.09 

Woolworth  (l  l) 

2469.0** 

14 

9520.0 

1  1 

80.0 

14 

343.0 

15 

3.2 

3.2 

15.6 

13 

2.67 

ELECTRICAL  &  ELECTRONICS 

INDUSTRY  COMPOSITE 

30362.3 

8 

1 16017.8 

8 

613.0 

-68 

4959.7 

-21 

2.0 

6.7 

10.2 

19 

1.86 

ELECTRICAL  PRODUCTS 

GROUP  COMPOSITE 

8921.9 

6 

33793.7 

7 

-98.2 

NM 

1517.3 

-30 

NM 

6.9 

10.8 

21 

1.80 

Cooper  Industries 

1669.9** 

15 

6222.2 

21 

109  1 

21 

361.4 

35 

6.5 

6.2 

10.9 

17 

2.81 

Emerson  Electric  (3) 

1800.6 

9 

7727.9 

10 

146.8 

3 

618.1 

4 

8  2 

8  6 

20  7 

16 

2.77 

Hubbell 

176.0 

1 

719.5 

8 

21.7 

7 

86.0 

8 

12  4 

11.6 

18.8 

13 

2.74 

MagneTek  (6) 

275  6 

10 

1 108.5 

12 

7.2 

22 

35.7 

38 

2.6 

2  4 

25.7 

8 

1.52 

National  Service  Industries  14) 

404.2 

1 

1651  9 

5 

24.6 

2 

100.1 

4 

6.1 

6U 

14.5 

13 

2.04 

Raychem  (6) 

317.3 

1 1 

1 196.3 

9 

1.1 

-78 

-1 17.0 

NM 

0.4 

1  8 

-16.2 

!  IM 

-3.27 

Square  D 

429.7 

12 

1653.3 

3 

27.5 

151 

1 16.6 

15 

6  4 

2  8 

18.7 

16 

4.76 

Thomas  &  Betts 

145.6 

5 

599.0 

10 

12.8 

6 

48.4 

-10 

8  8 

8  7 

13.9 

18 

2.84 

Westinghouse  Electric 

3703.0 

1 

12915.0 

1 

-449.0 

NM 

268.0 

-71 

NM 

7.4 

5.7 

33 

0.91 

ELECTRONICS 

GROUP  COMPOSITE 

12055.1 

10 

46074.9 

8 

491.5 

-15 

2202.5 

-4 

4.1 

5.2 

11.5 

12 

2.91 

E-Systems 

475.3 

10 

1810.2 

11 

25.6 

1 1 

94.3 

14 

5.4 

5.3 

15.6 

13 

3.02 

GM  Hughes  Electronics 

2906.8 

4 

1 1625.8 

4 

195.6 

7 

726.0 

-7 

6.7 

6.6 

9.0 

1  1 

1.82 

Harris  (6) 

765.4 

1 

3064.9 

1  1 

-55.8 

NM 

36.0 

-70 

MM 

4.1 

3.3 

27 

0.89 

Litton  Industries 

1229.0 

1 

5170.0 

3 

39.6 

V 

174.8 

-2 

3.2 

3.6 

14.1 

1 1 

7.29 

Loral  |9) 

669.5 

122 

1789.3 

55 

20.9 

31 

84.8 

23 

3.1 

5.3 

13.8 

12 

3.36 

Motorola 

2934.0 

1 1 

10885.0 

13 

109.0 

-17 

499.0 

0 

3.7 

5.0 

12.0 

17 

3.80 

Raytheon 

2456.0 

9 

9268.0 

5 

143.6 

5 

557.3 

5 

5.8 

6.1 

20.4 

9 

8.53 

SCI  Systems  (6) 

302.9 

-1 

1 175.3 

4 

0.5 

-75 

13.5 

195 

0.2 

0.7 

7.4 

13 

0.65 

Varian  Associates  (3) 

316.1 

1  1 

1286.5 

6 

12.4 

51 

16.8 

-48 

3.9 

2.9 

4.3 

47 

0.86 

RPORATE  SCOREBOARD 
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WILL  A  SINGLE  EUROPEAN  CURRENCY  CREATE 
BUSINESS  OPPORTUNITIES  THERE,  OR 
JUST  STIFLE  CAPITAL  FORMATION  HERE? 


EDS  is  a  registered  trademark  of  Electronic  Data  Systems  Corporation.  ©199]  EDS 


Economic  change  opens  doors  for  some  and  closes  doors  on  others. 
Companies  with  the  agility  to  lake  advantage  of  change  of  ten  get  a  real  edge 
on  then  i  ( >mpetition. 

If  you're  looking  for  a  competitive  advantage  here  in  the  U.S.,  or  even  if 
you're  contemplating  overseas  expansion,  EDS  can  help — with  computing 
and  communications  systems  that  let  you  respond  faster,  improve  quality 
and  control  costs. 

IS  MANAGING  YOUR  INFORMATION  MANAGING  YOU? 

Information  that  helps  yon  achieve  your  business  goals  is  valuable. 
Information  for  information's  sake  is  not.  EDS  can  help  evaluate  your  informa- 
tion technology  to  make  sure  you  get  more  of  the  former  and  less  of  the  latter. 

ARE  YOUR  NEEDS  UNIQUE? 

EDS  has  an  unmatched  record  of  developing  systems  and  software  for  a 
business's  individual  needs — not  off-the-shelf,  one-si/e-f  its-all  solutions. 
No  other  systems  developers  have  as  much  experience  in  as  many  business 
areas  as  EDS. 

CAN  YOUR  SYSTEMS  REALLY  BE  INTEGRATED? 

For  over  28  years  we've  been  making  hardware,  software,  communications, 
process  and  people  work  together  seamlessly.  You  won't  find  a  svstems  inte- 
grator with  a  longer  or  better  record  of  results. 

SHOULD  YOU  MANAGE  LESS  AND  LEAD  MORE? 

We  provide  systems  management  for  giant  industry  leaders  and  small  com- 
panies on  their  way  to  becoming  leaders.  So  we  can  help  manage  your 
information  systems  a  little  or  a  lot.  We  work  closely  with  your  people,  to  add 
resources  and  new  technology,  and  to  provide  flexibility,  so  you  can  focus  on 
your  core  business. 

CAN  EDS  PUT  INFORMATION  TECHNOLOGY  TO  WORK  FOR  YOU? 

Keeping  your  eyes  on  the  changing  business  environment  has  never  been  more 
important.  And  even  though  you  can't  control  change,  you  can  take  advan- 
tage of  it  with  EDS.  To  learn  more  about  how  we  might  help  you,  write  EDS, 
7171  Forest  Eane,  BW7,  Dallas,  TX  75230.  Or  call  (214)  490-2000,  ext.  207. 


EDS 


TAKE    ADVANTAGE    OF    CHANGE  SM 


COMPANY 


SALES 


PROFITS 


JTH  change 
QUARTER  FROM 
1990  1989 


12 

MONTHS 
1990 
$  Mil 


CHANGE 
FROM 
1989 


4TH 
QUARTER 
1990 
$  MIL 


CHANGE 
FROM 
1989 


MONTHS 
1990 
$  Mil 


CHANGE 
FROM 
1989 


MARGINS 

4TH  4TH 
QUARTER  QUARTER 
1990  1989 


RETURN  JN 
COMMON 

EQUITY  PRICE- 

12  MONTHS  EARNINGS 

ENDING  RATIO 

12-31  2-28 


12 

MONTHS' 
EARNINGS 
PER 
SHARE 


(c)  INSTRUMENTS 


GROUP  COMPOSITE 

4612.4 

4 

18037.2 

7 

137.8 

-71 

545.2 

-42 

3.0 

10.8 

10.2 

19 

1 .68 

Ametek 

169.1 

1  1 

660.7 

12 

8.3 

13 

37.3 

-3 

4.9 

4.8 

18  6 

14 

0.85 

Beckmon  Instruments 

225.8 

1 3 

815.2 

4 

10.0 

4 

36.2 

-14 

4.4 

5.2 

11.1 

14 

1.26 

General  Signal 

416.3 

-3 

1694.9 

-3 

-32.8 

NM 

-13.3 

MM 

NM 

5.7 

-2.7 

NM 

-0.69 

Honeywell 

1 672.8 

4 

6309. 1 

.1 

1 09  2 

-7 1 

37 1  8 

—32 

6  5 

23  1 

20  9 

1 2 

4.90 

Imo  Industries 

274.2 

3 

1018.1 

20 

6.5 

-42 

21.2 

-38 

2.4 

4.0 

6.3 

13 

1.20 

Johnson  Controls  (3) 

1148.3 

7 

4581.5 

18 

24.5 

13 

88.6 

-7 

2.1 

2.6 

9.3 

13 

2.03 

Milliporo 

191 .9 

1  2 

703.2 

/ 

-9.5 

27.8 

—47 

9  9 

6  4 

43 

i  oo 

Perkin-Elmer 

204.8 

i ; 

858.6 

8 

9.9 

17 

45.6 

0 

4.8 

4.6 

1 1.2 

23 

1.21 

Tektronix  (7j 

309.4 

-6 

1395.9 

2 

1  1.7 

NM 

-70.1 

NM 

3.8 

0.1 

1 6  8 

NM 

-2.41 

(d)  SEMICONDUCTORS 

GROUP  COMPOSITE 

4772.9 

9 

ISI  12.0 

8 

81.9 

-68 

694.7 

-20 

1.7 

5.8 

6.7 

35 

0.89 

Advanced  Micro  Devices 

265.9 

7 

1059  2 

-4 

-43.0 

NM 

-53.6 

NM 

NM 

4  1 

-10.0 

NM 

-0.78 

AMP 

778.0 

14 

3043.9 

9 

67.0 

-3 

287.6 

2 

8.6 

10.2 

16.4 

18 

2.70 

Analog  Devices  12) 

138.5 

25 

485.2 

7 

-23.6 

NM 

-12.9 

NM 

NM 

0.4 

-3.8 

NM 

-0.28 

Intel 

1046.1 

17 

3921.3 

25 

163.9 

34 

650.3 

66 

15.7 

13.7 

19.0 

16 

3.20 

LSI  logic 

184.3 

33 

655  5 

20 

-45.5 

NM 

-34.0 

NM 

NM 

NM 

1  0  6 

NM 

-0.80 

Molex  16) 

173.8 

19 

649.2 

12 

15.6 

10 

65.9 

5 

9.0 

9.7 

12.3 

21 

1.33 

National  Semiconductor  |7) 

427  4 

3 

1730.7 

7 

3.5 

192 

-169.6 

NM 

0.8 

0.3 

-27.6 

NM 

-1.75 

Texas  Instruments 

1759.0 

2 

6567.0 

1 

-56.0 

NM 

-39.0 

NM 

NM 

2.1 

-3.9 

NM 

-0.92 

10FOOD 


INDUSTRY  COMPOSITE  77246.8  8    296227.4  8      1923.5  26     5893.3         15        2.5       2.1  19.7  22  1.63 


(a)  FOOD  DISTRIBUTION 


GROUP  COMPOSITE 

11019.3 

5 

44475.0 

4 

136.8 

17 

500.9 

15 

1.2 

1.1 

15.0 

16 

1.87 

Fleming 

2926.8 

2 

1 1932.8 

_1 

26.7 

28 

97.3 

21 

0.9 

0.7 

1 2.4 

1 2 

3.06 

Nash  Finch 

546.7** 

5 

2374.9 

7 

4.6 

5 

17.8 

36 

0.8 

0.8 

10.8 

1 1 

1.64 

Richfood  Holdings  I8i 

235.4 

2 

1014.0 

-9 

2.1 

485 

7.1 

NM 

0  9 

0.2 

14.9 

16 

0.68 

Rykoff-Sexton  (81 

377.8 

5 

1445.5 

7 

4.6 

-2 

10.8 

-42 

1.2 

1.3 

5.8 

18 

0.92 

Super  Food  Services  |4] 

424.4** 

4 

1793.1 

5 

3.4 

-8 

16  9 

5 

0.8 

0.9 

13.6 

1 1 

1.57 

Super  Rite  Foods  (10) 

248.5 

9 

948.2 

1  1 

1.6 

NM 

4.4 

5 

0.6 

NM 

45.9 

NA 

NA 

Super  Valu  Stores  ( 1 0) 

2774.3 

4 

1 1 51  5. 1 

5 

38.0 

1 

151.4 

6 

1 .4 

1 .4 

16.0 

1 3 

2.02 

Sysco  (61 

2013.1 

7 

7863.5 

7 

40.5 

2Q 

1 45.2 

2 1 

2.0 

1 .8 

17.1 

23 

1.58 

Wetterau  (9) 

1  472  3 

9 

5588. 1 

y 

15.4 

9 

50. 1 

9 

1 .0 

1 .0 

23.0 

1  4 

2.21 

1  FOOD  PROCESSING 

GROUP  COMPOSITE 

31944.0 

13 

1  19782.6 

11 

1415.7 

18 

4832.6 

29 

4.4 

4.2 

21.6 

20 

2.28 

Borden 

1895.0 

-4 

7632.8 

0 

102.3 

2 

363.6 

NM 

5.4 

5.1 

20.2 

13 

2.46 

Campbell  Soup 

1594.3 

5 

6276.6 

7 

105.1 

27 

26.5 

-1 

6.6 

5.4 

1.6 

NM 

0.21 

Castle  &  Cooke 

673.8 

-4 

3003.2 

1  1 

19.4 

-18 

120.5 

27 

2.9 

3.4 

13.1 

17 

2.03 

ConAgra  (7; 

5328.3 

38 

17453.8 

29 

88.2 

38 

264.0 

22 

1.7 

1.7 

16.4 

21 

2.01 

CPC  International 

1521  5 

17 

5781.1 

13 

101.5 

13 

373.9 

14 

6.7 

6.9 

31.0 

17 

4.83 

Curtice-Burns  Foods  (6) 

261.6 

3 

943.7 

2 

3.2 

-22 

5.0 

-65 

1.2 

1.6 

4.5 

31 

0.57 

Dean  Foods 

554.8 

14 

2145.7 

20 

1 6  8 

19 

66.9 

9 

3.0 

2.9 

17.1 

19 

2.48 

Flowers  Industriesi6i 

195.0 

0 

830  5 

1 

4.7 

-29 

31.5 

25 

2.4 

3.4 

1  5  6 

17 

0.91 

General  Mills  /| 

1836.8 

13 

6896.2 

15 

1 18.2 

29 

417.1 

22 

6.4 

5.6 

42.4 

2  1 

2.54 

Gerber  Products  (9) 

276.1 

3 

1 178.3 

/ 

27.2 

56 

1 13.5 

IV 

9.9 

6.5 

28.9 

20 

3.01 

Heinz  (H.J.)  (8) 

1644.6 

7 

6306.5 

5 

139.8 

1 1 

535.5 

13 

8.5 

8.2 

28.4 

17 

2.01 

Hershey  Foods 

763.1 

12 

2715.6 

12 

46.4 

14 

215.9 

26 

6.1 

7.9 

17.7 

17 

2.39 

Hormel  (Geo.  A.)  (21 

772.8 

1  1 

2681.2 

15 

36.3 

12 

77.1 

10 

4.7 

4.6 

15.0 

19 

1.01 

Hudson  Foods  |3) 

190.2 

27 

707.5 

12 

0.9 

438 

9.4 

-56 

0.5 

0.1 

7  5 

17 

0  65 

IBC  Holdings 

259.1 

2 

1  1  14.3 

2 

0.8 

NM 

-1  1.8 

NM 

0.3 

NM 

NM 

NA 

-1.29 

IBP 

2583.2 

15 

10185.3 

12 

119 

-13 

48.3 

37 

0.5 

0.6 

9.5 

23 

1.01 

Imperial  Holly  (9) 

185.7 

-6 

713.7 

0 

8.1 

-7 

19.1 

-23 

4.4 

4.4 

15.1 

8 

1.87 

International  Multifoods  noi 

577.2 

5 

2178.4 

7 

14  0 

53 

30.9 

9 

2.4 

1  7 

9.8 

16 

2.39 

Kellogg 

1363.4 

25 

5181.4 

1  1 

108.5 

87 

502.8 

19 

8  0 

5  3 

27.4 

20 

4.16 

Lance 

134.5 

2 

446.0 

3 

13.1 

-8 

4  5  / 

2 

9.7 

10.8 

20.2 

18 

1.46 

McCormick  (l| 

399.1 

10 

1323.0 

6 

25.5 

25 

69  4 

32 

6.4 

5.6 

20.3 

19 

1.66 

Pilgrim's  Pride  (3) 

185.8 

14 

743.6 

10 

1.1 

427 

16.5 

-16 

0.6 

0.1 

16.2 

1  1 

0.73 

Quaker  Oats 

1293.8 

13 

5296.0 

8 

33.1 

17 

227.4 

39 

2.6 

2  5 

21.5 

20 

2.93 

Ralston  Purina  (31 

1956.8 

4 

7177.0 

5 

135.3 

4 

401.3 

15 

6.9 

6.9 

65.0 

15 

6.73 

Sara  Lee  ■■■ 

3364  0 

8 

12183.5 

4 

166.8 

12 

500.3 

14 

5.0 

4.8 

19.1 

17 

2.02 

Savannah  Foods  &  Industries 

316.7 

7 

1213.7 

1  1 

12.7 

2 

48.6 

18 

4.0 

4.2 

25.2 

13 

1.80 

Smithfield  Foods  |8) 

265.7 

24 

968.9 

25 

5.2 

3  58 

14.7 

1 68 

2.0 

0.5 

29.8 

1  5 

2.03 

Thorn  Apple  Valley  (7) 

202.4 

25 

763.3 

21 

5.4 

386 

4.4 

199 

2.7 

0.7 

13.2 

12 

1.49 

Tyson  Foods  (31 

901.2 

0 

3825.6 

30 

28  9 

25 

12  5  V 

21 

3.2 

2.6 

18.2 

20 

1.87 

Universal  Foods  [3) 

191,2 

-15 

805.7 

-8 

15.2 

14 

51.2 

21 

7.9 

6.0 

21.1 

17 

2.02 

Wrigley  (Wm.)  Jr. 

256.5 

12 

1  1 10.6 

12 

20.2 

31 

1/4 

1  1 

7.9 

6.7 

29.2 

20 

2.99 

(c)  FOOD  RETAILING 

GROUP  COMPOSITE 

34283.5 

5 

131969.7 

6 

371.1 

77 

559.8 

-42 

1.1 

0.6 

13.2 

47 

0.45 

Albertson's ;  i  1) 

2021.6 

10 

8045.4 

V 

5  5  8 

21 

2  20  2 

17 

2.8 

2.5 

21.4 

24 

1.65 

American  Stores  in) 

5443.8 

3 

22589.5 

6 

30.9 

64 

149.5 

75 

0.6 

0.4 

1 1.7 

15 

4.40 

Bruno's  (6) 

713.4 

1 1 

2520.8 

1  1 

18.5 

14 

65.0 

21 

2.6 

1  8  6 

22 

0.80 

Cc.  .fry's  General  Stores 

158.5 

23 

542.6 

15 

3.1 

-10 

8  1 

27 

1.9 

2.6 

9.8 

1  1 

0.70 
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She  makes  it  look  effortless. 
Reflecting  the  thousands  of  hours  she's  practiced  and 
honed  her  skills,  until  every  muscle  responds  in  unison 


to  the  command  for  perfection.  It  is  this  dedication,  this 
courage  to  face  competition  boldly  and  without  compromise, 
that  has  inspired  Phillips  Petroleum  to  proudly  sponsor 
United  States  Swimming  since  1973. 

And  we'll  be  national  sponsor  for  years  to  come. 
Because  we  believe  that  with  every  leap  of  grace  and  form, 
we  are  watching  the  future  of  our  nation  take  shape. 

PHILLIPS  PETROLEUM  COMPANY© 


For  more  information  on  how  you  can  help  these  athletes,  please  write  to:  Executive  Director;  United  States  Swimming,  1750  East  Boulder  Street, 
Colorado  Springs,  Colorado  80909. 


WHO  HAS 
TEN  THOUSAND 

OF  THE 

BEST  TRAINED 

AGENTS  IN 
INSURANCE? 


No  contest:  The  Equitable.  We  lead  the  life  insurance  industry  in  agents 
who  are  Registered  Representatives  licensed  to  sell  both  securities  products 
and  insurance. 

The  Equitable  is  first  as  well  in  CLUs  (Chartered  Life  Underwriters). 
And  first  in  ChFCs  (Chartered  Financial  Consultants).  These  are  the  two  most 
prestigious  designations  an  agent  can  earn. 

This  commitment  to  professionalism  and  training  is  what  keeps  us  so  well 
abreast  of  client  needs  in  todays  complex  market.  Its  one  of  the  key  reasons  The 
Equitable  has  grown  to  be  one  of  the  top  life  insurance  companies  in  America. 

And  with  over  $400  billion  of  direct  coverage  on  the  books  of  our  insurance 
companies,  and  growing,  it's  a  commitment  we  aren't  about  to  change. 

To  learn  more  about  the  strength  of  our  numbers,  please  write  to  Richard 
H.  Jenrette,  Chairman  and  CEO,  or  Joseph  J.  Melone,  President  and  COO,  at 
The  Equitable,  787  Seventh  Avenue,  Dept.  A,  New  York.  NY  10019. 


THE 


STRENGTH  IN  NUMBERS 


33019!  ©  IWI  The  Equitable  Life  Assurance  Society  of  [he  United  States.  NY,  NY  1111)14 


COMPANY  SALES   PROFITS 


MARGINS         RETURN  ON 

COMMON  12 


4TH 

CHANGE  12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

/wLjrs  i  no 

EROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1990 

1989 

1990 

1989 

1990 

1989 

1990 

1989 

1990 

1989 

ENDING 

RATIO 

PER 

$  MIL. 

$  MIL 

% 

$  MIL. 

$  MIL 

% 

12  31 

2-28 

SHARE 

Circle  K  (8) 

991.7** 

6 

3741.9 

-1 

-27.4 

NM 

-813.6 

NM 

NM 

NM 

NM 

NM 

-18.83  j 

Dairy  Mart  Convenience  Stores  i 

1)  159.8* 

19 

580.4 

10 

1.5 

NM 

4.0 

NM 

0.9 

0.0 

1  1.4 

7 

0.93 

Delchamps  < 

241.4 

3 

972.2 

5 

3.2 

14 

14.2 

-7 

1.3 

1.2 

14.9 

13 

1.98 

Eagle  Food  Centers  (1)] 

273.9 

1 

1145. 4 

4 

1.9 

-18 

8.5 

-12 

0.7 

0.9 

13.2 

9 

0.74  ■ 

Food  Lion 

1789.5 

17 

5584.4 

18 

54.0 

15 

172.6 

23 

3.0 

3  1 

25.8 

28 

0.54 

Foodarama  Supermarkets  (2) 

175.7 

1.1 

673.1 

18 

-0.8 

NM 

1.0 

-9 

NM 

0.4 

3.2 

22 

0.94 

Giant  Food  (ioi 

757.6 

3 

3347.5 

6 

24.9 

19 

1 17.9 

12 

3.3 

2.8 

22.5 

15 

1.97 

Great  Atlantic  &  Pacific  Tea  (10) 

2611.0 

2 

11185.7 

2 

32.1 

3 

153.9 

8 

1.2 

1.2 

12.9 

13 

4.02 

Hannaford  Brothers 

433.9** 

7 

1687.6 

1 1 

8.7 

12 

42.2 

14 

2.0 

1.9 

17.0 

18 

2.13 

Ingles  Markets  (3) 

262.3 

7 

1024.4 

9 

2.3 

-1 1 

9.7 

-37 

0.9 

1.1 

7.4 

16 

0.54 

Kroger 

4985.5 

7 

20261.0 

6 

67.8 

NM 

83.3 

NM 

1.4 

0.1 

NM 

21 

0.96 

Marsh  Supermarkets  (9) 

255.1* 

7 

107  3  4 

1 1 

3.5 

14 

12.6 

19 

1.4 

1.3 

15.7 

12 

1.63 

National  Convenience  Stores  (6) 

283.1 

14 

1 101.7 

4 

0.4 

NM 

-6.9 

NM 

0.2 

NM 

-11.1 

NM 

-0.42 

Penn  Traffic ( 1 1| 

673.6** 

4 

2897.0 

22 

-6.7 

NM 

-34.8 

NM 

NM 

NM 

NM 

NM 

-6.39 

Riser  Foods  *. 

243.1 

4 

1038.8 

-3 

2  8 

99 

8.0 

337 

1.2 

0.6 

24.4 

12 

0.98 

Ruddick  (3) 

363.2 

3 

1431.8 

7 

5.6 

-1 

24.0 

9 

1.6 

1.6 

13.0 

1  1 

2.37 

Safeway 

4636.9 

3 

14873.6 

4 

27.7 

NM 

87.1 

NM 

0.6 

NM 

NM 

18 

0.91 

Seaway  Food  Town  a 

136.3 

2 

548.2 

5 

0.0 

-88 

2.6 

-1  1 

0.0 

0.3 

7.4 

13 

1.12 

Smith's  Food  &  Drug  Centers 

532.3 

1  1 

2031.4 

17 

9.0 

24 

34.3 

31 

1.7 

1.5 

13.2 

29 

1.36 

Stop  &  Shop  {i  i) 

1095  7 

5 

48/8  / 

6 

-6.7 

NM 

-5.2 

NM 

NM 

NM 

-7.4 

NA 

0  24 

Supermarkets  General  Holding  (i 

1)  1483.2 

-2 

6277.9 

2 

-15.7 

NM 

-47.9 

NM 

NM 

NM 

NM 

NA 

-58.58 

Village  Super  Market  (S) 

153.3 

1 

680.3 

2 

0  2 

-73 

3.6 

-22 

0.2 

0.6 

7.1 

7 

1.18 

Weis  Markets 

328.3 

1 

1271.8 

3 

25.0 

4 

86.8 

0 

7.6 

7.4 

14.5 

16 

1.93 

Winn-Dixie  Stores  (6) 

3079.9 

4 

9963.4 

5 

49.1 

17 

159.2 

9 

1.6 

1.4 

18.8 

19 

2.03 

n  FUEL 

INDUSTRY  COMPOSITE 

135807.2 

36 

f\  A  OTAQ  1 

44B/UO.J 

1  8 

3923.0 

161 

1  7635.7 

1  6 

2.9 

1 .5 

1 2.6 

1  5 

9  Off 

(a)COAl 

GROUP  COMPOSITE 

1281.4 

9 

4614.6 

12 

42.3 

70 

169.8 

24 

3.3 

2.1 

10.9 

1  1 

1.82 

Nacco  Industries 

400.6 

-2 

1 385.0 

1 7 

-0.7 

NM 

30.9 

-43 

NM 

4.7 

8.9 

1 1 

3.49 

Nerco 

255.0 

1  V 

827.7 

1 6 

22. 1 

34 

80. 1 

1 8 

8.7 

7  7 

1 3.9 

1  0 

2.05 

Pittston 

490.1** 

21 

1850.5 

13 

20.0 

NM 

46.2 

NM 

4.1 

NM 

9.6 

14 

1.24 

Westmoreland  Coal 

135.6 

-10 

551.4 

-8 

0.8 

-72 

12.5 

9 

0.6 

2.0 

7.8 

13 

1.51 

i  OIL  &  GAS 

GROUP  COMPOSITE 

128418.0 

37 

421986.3 

19 

3537.1 

195 

16273.7 

15 

2.8 

1.3 

12.7 

15 

3.07 

Amerada  Hess 

2435.9** 

58 

7081  1 

25 

235.2 

232 

482.7 

1 

9.7 

4  6 

16.8 

8 

5.96 

American  Petrofina 

1 194.7 

58 

3978.2 

31 

19.1 

41 

125.5 

31 

1.6 

1  8 

1 1.1 

10 

8.1 1 

Amoco 

8557.0 

41 

28012.0 

17 

538.0 

69 

1913.0 

19 

6.3 

5  2 

13.7 

13 

3.77 

Anadarko  Petroleum 

135.5 

47 

397.0 

10 

28  0 

97 

55.2 

15 

20.7 

15.4 

10.7 

24 

1.04 

Ashland  Oil 

2284.5 

1  1 

8785.0 

'-> 

-10.8 

NM 

149.3 

1  IA.A 

NM 

1.1 

1 1.9 

12 

2  68 

Atlantic  Richfield 

5740.0* 

43 

18808.0 

17 

566.0 

40 

1688.0 

-14 

9.9 

10  0 

23.8 

12 

10.21 

Burlington  Resources 

511. 0 

1  1 

1870.8 

9 

50.1 

57 

207.6 

41 

9.8 

6.9 

6.8 

25 

1  46 

Chevron 

13800.0** 

55 

42600.0 

30 

633.0 

NM 

2157.0 

759 

4.6 

NM 

14.8 

12 

6.10 

Coastal 

2910.6 

34 

9381.1 

13 

94.9 

33 

225.6 

27 

3.3 

3.3 

1 1.9 

15 

2.15 

Crown  Central  Petroleum 

608.4 

23 

2060.0 

47 

7.3 

133 

26.0 

24 

1.2 

0  6 

8.2 

10 

2.65 

Diamond  Shamrock 

831.7 

49 

2707.9 

30 

7.8 

5 

77.5 

29 

0  9 

1  5 

22.4 

3 

3.04 

Exxon 

32600  0'  1 

36 

107196.9 

22 

1  555  0 

221 

5010.0 

68 

4  8 

2.0 

15.8 

14 

3.96 

Holly  (5) 

137  3 

28 

468.8 

20 

2.8 

-45 

21.6 

-18 

2  1 

4.8 

91.2 

1  1 

2.61 

Kerr-McGee 

1  1  16.0 

4  4 

3682.6 

23 

12.9 

-68 

1 12.9 

-16 

1.2 

5.2 

7.5 

20 

2.26 

Louisiana  Land  &  Exploration 

243.3** 

26 

884.8 

1  7 

27.0 

165 

54.9 

17 

11.1 

5.3 

12.8 

20 

1.94 

Mapco 

877.8* 

51 

2822.5 

34 

27.1 

-10 

130.0 

12 

3.1 

5.2 

42  8 

10 

4.13  I 

Maxus  Energy 

213.9 

34 

685.4 

14 

16.1 

NM 

7.3 

NM 

7.5 

NM 

NM 

NM 

-0.38 

Mitchell  Energy  &  Development  (i  n     214  1 

41 

734.1 

20 

17  9 

172 

41.0 

69 

8  4 

4.3 

6.8 

19 

0.87 

Mobil 

19147.0*** 

31 

64244.0 

14 

651.0 

46 

1928.0 

7 

3.4 

3  0 

1  1  I. 

13 

4.60 

Murphy  Oil 

663.4** 

46 

2137.4 

27 

17.7 

-15 

nil  8 

l  19 

2.7 

4:6 

11.8 

12 

3.00 

Occidental  Petroleum 

6063.0 

20 

21694.0 

8 

-1978.0 

NM 

1688  0 

NM 

NM 

0.6 

-27.1 

NM 

-5.80 

Oryx  Energy 

763.0** 

149 

2124.0 

75 

140.0 

900 

225.0 

317 

18.3 

4.6 

43.8 

17 

2.26 

Pennzoil 

647.0** 

23 

2366.7 

2 

29.9 

7 

93.8 

-60 

4.6 

5.3 

7.5 

28 

2.37 

Phillips  Petroleum 

4322.0 

42 

13603.0 

10 

237  0 

NM 

541.0 

147 

5.5 

NM 

19  9 

12 

2.18 

Quaker  State 

2  i  7  3 

6 

874.1 

7 

4.5 

89 

19.6 

65 

2.1 

1.2 

6.4 

17 

0.72 

Sun 

4030  0*** 

31 

13380.0 

18 

18  0 

NM 

199.0 

103 

0  4 

NM 

6.0 

16 

1.86 

Tesoro  Petroleum  (3| 

334.1** 

39 

1099.8 

28 

4.9 

-26 

21.0 

NM 

1  5 

2.7 

8.4 

9 

0.83 

Texaco 

12991.0** 

4  1 

41822.0 

17 

388.0 

35 

1450.0 

-40 

3.0 

3.1 

16.8 

1  2 

5.18 

Tosco 

635.8 

50 

2157.9 

50 

13.6 

438 

123.2 

205 

2.1 

0.6 

34.0 

4 

5.37 

Union  Texas  Petroleum 

435.0** 

71 

1332.0 

15 

60.0 

2/5 

1  16.0 

-33 

13.8 

6.3 

22.8 

20 

0.81 

Unocal 

3146.0** 

20 

10945.0 

5 

38.0 

-42 

401.0 

12 

1.2 

2  5 

15.8 

15 

1.71 

Unocal  Exploration 

276.1** 

62 

881.5 

17 

51.7 

1 

162.6 

-36 

18.7 

30.7 

22  1 

16 

0.65 

Valero  Energy 

335.6 

25 

1  168.9 

24 

33.3 

364 

94  7 

128 

9.9 

2.7 

13.9 

8 

2.31 

(c)  PETROLEUM  SERVICES 

GROUP  COMPOSITE 

6107.8 

19 

22107.4 

16 

343.6 

23 

1192.2 

35 

5.6 

5.4 

11.6 

24 

1.62 

Baker  Hughes  (3) 

683.8 

18 

2719.2 

16 

36.3 

43 

1  '.3  1 

65 

5.3 

4  4 

10.2 

24 

1.12 

Baroid 

176.8 

37 

599.2 

25 

7.6 

5 

19.6 

32 

4.3 

5.6 

4.1 

24 

0.28 

CBI  Industries 

410.7** 

5 

1576.2 

5 

13.3 

30 

55.1 

61 

3.2 

2.6 

9.6 

20 

2.37 

Dresser  Industries  |2) 

1372.6 

26 

4480.3 

13 

69.8 

7 

174.3 

7 

5.1 

6.0 

9.9 

19 

1.29 
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Hitachi.  What's  the  first  thing 
that  comes  to  mind 
when  you  hear  this  name? 


If  you  drew  a  blank,  let  us  explain 
"a  company  that  contributes  to  society 


The  company  behind  the  products. 

It's  true,  you  can  learn  a  lot  about  a 
company  by  reading  numbers:  172  offices 
in  34  countries,  employing  290, 000 
people,  with  total  consolidated  sales  of 
$45  billion*  But  if  you  just  read  the 
numbers,  you  don't  see  what  Hitachi  truly 
stands  for.  And  that's  bettering  people's 
lives  by  bringing  the  world  the  latest 
technology.  Throughout  our  five  operating 
sectors,  this  underlying  theme  holds  true 

Information  and  communication 
systems  and  electronic  devices. 

Computers  and  workstations, 
semiconductors  and  broadcasting 
equipment,  liquid  crystal  displays  and 
medical  electronics  equipment  are 
included  in  this  operating  sector. 

Consumer  products. 

Hitachi  manufactures  almost  every 
consumer  electronics  product  you  can 
think  of:  VCRs,  televisions,  air  conditioners  « 
and  refrigerators  just  to  name  a  few. 

Power  systems  and  equipment. 

As  the  driving  force  behind  Hitachi's 
early  corporate  growth,  this  division  in- 
cludes such  diversified  areas  as  power 
generation  and  transmission  facilities. 

Industrial  machinery  and  plants. 

This  sector  enhances  the  urban  en- 
vironment by  supplying  transportation 
systems,  air-conditioning  systems,  elevators 
and  escalators,  and  municipal  water  puri- 
fication plants. 

Wire  and  cable,  metals,  chemicals 
and  other  products. 

Special  steels,  electric  wire  and  cables, 
optical  fiber  cables,  printed  circuit  boards, 
new  ceramic  materials  and  other  core  ele- 
ments which  lead  to  the  crearion  of  both 
new  and  improved  products. 

*$44.797  million,  net  sales  for  the  year  ending 
March  31,  1990  S1-Y158 


It's  not  enough  to 
develop  useful  products. 
We're  developing  new 
technologies  to  help  preserve 
the  environment. 


For  Hitachi,  the  21st  Century 
has  already  begun.  Much  of  the 
work  we're  now  engaged  in  is 
expected  to  flourish  in  the  next 
few  decades. 

Taking  Hitachi  technology 
into  the  21st  Century. 

An  example  of  how  Hitachi 
technology  is  leading  the  world 
into  a  new  age  is  the  birth  of 
neuro-computers.  Instead  of 
operating  logically,  these  new 
computers  virtually  "think" 
with  the  help  of  1, 000  neurons, 
much  in  the  same  way  as  the 
human  brain.  They  are  expected 
to  be  ideal  for  solving  problems 
which  require  intuitive  thinking. 

Breakthroughs  in  visual 
technology  are  also  accelerating 
in  the  1990s.  Here,  Hitachi  is 
involved  with  advanced  products 
that  include  an  extra-slim  liquid 
crystal  rear  projection  display, 
which  is  capable  of  a  highly  pre- 
cise display  of  visual  information. 


With  $2.7  billion** 
allocated  yearly  to  33  research 
laboratories  in  Japan,  Europe  and 
the  U.S.,  and  with  cooperative 
research  agreements  in  countries 
around  the  world,  Hitachi  is 
constantly  pushing  to  bring  the 
world  improved  technology. 

The  future  on  display: 
"Hitachi  Technology  1991." 

The  latest  from  Hitachi  was 
previewed  publicly  at  successful 
expositions  held  recently  in 
London,  New  York  and  Tokyo. 
A  Meissner  Levitated  Linear 
Motor  Car,  the  new  wave  in  trans- 
portation, the  next  generation  of 
TVs,  translation  machines  and  a 
four-legged  robot  helped  the 
world  understand  just  where 
today  s  technology  is  taking  us. 

**$2.718  million;  net  R&D  expenditures  for  the 
year  ending  March  31,  1990  $1=V158 


The  best  part  of  business 
is  giving  something  back 
to  the  community. 


Ever  since  Hitachi  was 
founded,  we've  believed  that  a 
successful  company  should  take 
responsibility  in  helping  people 
on  a  community  basis.  And  even 
though  we've  grown  into  one  of 
the  fO  largest  industrial  corpora- 
tions in  the  world,  that  philosophy 
hasn't  changed. 


To  help  promote  the  exchange 
of  research  internationally,  we  ac- 
cept some  50  researchers  from 
around  the  world  ever)'  year  to 
bring  their  own  distinctive  back- 
grounds into  our  laboratories. 
This  international  exchange  of  in- 
formation leads  to  technological 
advances  and  stimulates  further 
discussion  among  the  academic 
community. 

In  addition  to  the  various 
ways  a  business 
contributes  to  its 


■J 


surrounding  community,  we've 
become  involved  in  beneficial  ac-  J 
tivities  worldwide  The  Hitachi 
Foundation  and  the  Hitachi 
Scholarship  Foundation,  for  exampj 
support  a  broad  range  of  assistancl 
and  educational  programs. 


To  create  a  forum  for  mterna- 
nonal  cultural  exchange  Hitachi 
sponsors  events  such  as  a  recent 
North  American  tour  of  Japan's 
Kabuki  theater.  We've  also  helped 
support  the  European  tour  of  Kitai 
a  noted  synthesizer  artist. 

If  you  equate  Hitachi  with 
an  elevator  or  a  television,  you're 
right.  If  you  know  us  as  the  bene- 
factor of  an  academic  grant,  that's 
right,  too. 

The  fact  is,  as  a  company 
dedicated  to  making  a  difference  ir 
the  lives  of  countless  people,  it  isn't 
so  important  how  you  know  us. 
What  is  important,  is  that  you 
know  us  due  to  some  positive 
contribution,  whether  big  or  small, 
we've  been  able  to  make  in  your  li 

To  express  any  comments  or 
opinions,  please  write  to:  Hitachi, 
Ltd.,  RO.Box  7515,  Grand  Central 
Station,  New  York,  NY  10163 


0  HITACHI 


©1991  Hitachi.  Ltd  Tokyo.  Japan  All  rights  reserved 


Corporate  Scoreboard 


COMPANY 


jrace  Energy 

Halliburton 

ichlumberger 


SALES 


PROFITS 


4TH  CHANGE 

QUARTER  FROM 

1990  1989 

$  MIL.  % 


12 

MONTHS 
1990 
$  MIL 


CHANGE 
FROM 
1989 


4TH 
QUARTER 
1990 
$  MIL 


CHANGE 
FROM 
1989 


12 

MONTHS 
1990 
$  MIL 


MARGINS 

CHANGE        4TH  4TH 
FROM      QUARTER  QUARTER 
1989  1990  1989 


RETURN  ON 
COMMON 

equity  price- 

12  months  earnings 

ending  ratio 

12-31  228 


12 

MONTHS' 
EARNINGS 
PER 
SHARE 


142.7** 

27 

'.di,  ;-; 

28 

8.3 

45 

22.5 

-4 

5.8 

5.1 

3.9 

18 

0.91 

1852.6** 

14 

6925.5 

22 

58.7 

24 

197.4 

48 

3.2 

2.9 

9.0 

26 

1.85 

1468.6 

22 

5306.2 

13 

149.6 

27 

570.3 

36 

10.2 

9.8 

18.0 

25 

2.40 

IEALTH  CARE 


NDUSTRY  COMPOSITE 

38547.0 

16 

146176.3 

1  5 

3552.9 

85 

13493.2 

26 

9.2 

5.8 

25.6 

22 

2.75 

imif  ItlCTDIDI ITIAIi 

RUG  DISTRIBUTION 

;roup  composite 

9041.5 

13 

35084.7 

13 

109.6 

83 

579.5 

17 

1.2 

0.7 

15.5 

21 

1.56 

iergen  Brunswig  (4) 

1  1  al.  J 

9 

4536.0 

1 

1 7.0 

1  -1 

64.7 

28 

1  4 

1 .4 

1  4. 1 

1  6 

1  -OO 

-indley  Western  Industries 

603.9 

35 

2042.2 

3 1 

1  V 

r  J  M 

6.7 

1  1 3 

0  3 

0  0 

1 2.4 

1  5 

i  net 
1  .uu 

Cardinal  Distribution  (9) 

3 1 5.7 

43 

1 082.8 

30 

4.5 

35 

1  5.8 

37 

4 

1 .5 

1 1 .6 

30 

i  on 
1  .zu 

triin  r  m  nrtrnt  m  1 1  At 

/■UU  LIII^IUI  lUlll  1  II. M 

1 53.3 

27 

579.0 

24 

1  -1 

o 

8. 1 

( i  9 

1 .2 

1  3  9 

1 2 

0.62 

lurr-Fillauer  Medical 

213.1 

1 3 

8 1 5.5 

1 6 

5.0 

1  3 

17.1 

1  8 

2.3 

2  i 

1  4.0 

2  1 

1.35 

ckera  (.Jack ;  (U) 

779.9 

9 

3397.4 

1 2 

—24.2 

[  IM 

—24. 1 

NM 

1 1 M 

r  im 

NM 

NA 

ay's  (i  i) 

1 66.4 

1 8 

643.7 

1  4 

2.6 

■1 

1 0.8 

—7 

1 .5 

1 .8 

1  5. 1 

1 6 

0.70 

nnnc  V) r  1 1 o  's ♦  n  r ( ■  ^ 

556.7 

9 

2257.4 

1 0 

12.0 

f, 

61.3 

3 

2  1 

2.5 

1 7. 1 

1 2 

3.03 

McKesson  (9} 

2196.2** 

8 

8336.7 

1 0 

27.3 

7 

96.4 

-9 

1 .2 

1  5 

1 6.0 

1  5 

2.22 

vAedco  Containment  Services  (6) 

313.7 

36 

1 1 62. 1 

"i  7 
J/ 

40.8 

3.9 

13  3 

33 

0  81 

prru  Driin  *itnfpc  191 
ci i  y  i/i  \j y  jiuics  1^1 

161.4 

o 

658.2 

_2 

-3.8 

1 1 M 

( i  6 

92 

0  8 

1  3 

1 1 M 

0.06 

ite  Aid  (10) 

858.2 

8 

3372.5 

8 

21.6 

426 

103.3 

36 

3  5 

0.5 

13.9 

17 

2.49 

Walgreen  (4) 

1540.5 

1 1 

6201.2 

12 

32.1 

12 

178.1 

13 

2.1 

2.1 

18.5 

21 

1.45 

>RUGS  &  RESEARCH 

■ROUP  COMPOSITE 

15252.1 

22 

56377.3 

18 

2413.6 

132 

9252.8 

36 

15.8 

8.3 

31.9 

21 

3.29 

kllergo  n 

245.4 

1  6 

883.9 

10 

25.3 

1 1 M 

81.4 

42 

1 0.3 

1 1 M 

1 5.5 

1 7 

1 .2  1 

American  Home  Products 

1613.2 

-2 

6775.2 

0 

328.2 

8 

1230.6 

12 

20.3 

18.6 

49.6 

15 

3.92 

ristol-Myers  Squibb 

2735.9 

16 

10299.7 

12 

425.5 

MM 

1747.7 

134 

15.6 

1  IM 

32.5 

3  3 

3.33 

Warier- Wallace  |9) 

157.5 

17 

613.5 

14 

13.3 

7 

53.1 

7 

8.5 

9.2 

14V 

17 

3.45 

illv  (Eli) 

ill  y  \  lii  J 

1 443.8 

26 

5191.6 

24 

255.3 

1 3 

1 1 27.3 

20 

1 7.7 

19.7 

32.5 

20 

3.90 

vAarion  Merrell  Dow 

630.0 

87 

2462.0 

128 

1 12.0 

4HV 

487.0 

959 

17  8 

6.5 

38.6 

23 

1.72 

Aerck 

2099.4 

19 

7671.5 

17 

442.2 

20 

1781.2 

19 

21.1 

20.9 

47.7 

22 

4.56 

'fizer 

1785  3 

20 

6406.0 

13 

154.8 

78 

801.2 

18 

8.7 

5.8 

16.0 

31 

4.77 

hone-Poulenc  Rorer 

1 102.7 

1 73 

2917.3 

1  47 

162.8 

264 

1 .0 

-99 

1  4  8 

111 

0.2 

r  I M 

0.02 

chering-Plough 

800.0 

3 

3322.9 

5 

130.6 

18 

565.1 

20 

16.3 

14.3 

25.2 

19 

2.50 

igma-Aldrich 

134.1 

18 

529.1 

20 

17.1 

1 1 

71  2 

1  1 

12.7 

13.6 

20.2 

23 

1.44 

yntex  (5i 

454.6 

16 

1  584.9 

1  4 

1 25.2 

2  1 

363.0 

1  6 

27.5 

26.5 

41.9 

22 

3.24 

Ipjohn 

804.7 

1 8 

3032.7 

]  ] 

1 1 5.9 

530 

458. 1 

42 

1  4  4 

2.7 

3 1 .0 

1  7 

2.48 

Warner-Lambert 

1245.5 

19 

4687.0 

12 

105.4 

14 

484.9 

18 

8.5 

8  8 

35.9 

22 

3.61 

IEALTH  CARE  SERVICES 

iROUP  COMPOSITE 

S431.0 

11 

20783.9 

14 

193.8 

89 

777.6 

61 

3.6 

2.1 

15.4 

18 

1.62 

Vmencan  Medical  Holdings  (4) 

635. 1 

-6 

2453.0 

NA 

-20.7 

NM 

-36.9 

NA 

:  I M 

1  iM 

-1 1 .9 

I  i  M 

—0.73 

ieverly  Enterprises 

550.3 

3 

21 13.4 

0 

3.3 

53 

1 2.9 

NM 

11  6 

1.1  4 

3  1 

49 

0.19 

MP  Intornntinnnl  o- 1 
III    IlllCf  IIUIIUIIUI  (O) 

312  2 

40 

1 1 53  8 

41 

8  3 

2  8 

32  2 

3  3 

2  7 

2  9 

20  0 

1  3 

1  24 

tillhcven  (7) 

303.8** 

10 

1 175.7 

10 

0.0 

-98 

1.2 

543 

0.0 

0.3 

0.7 

NA 

NA 

lumana  (4) 

1330.0 

20 

5074.5 

19 

75.0 

4 

321.3 

1 8 

5.6 

6  5 

1 8.2 

1  5 

3.09 

iffif]  mo 
1 1     1  Hilt? 

1 95  5 

3 1 

708  3 

48 

4  8 

4  > 

1 7  1 

77 

2  5 

2  3 

12  9 

50 

0  53 

lAanor  Care  ' 

204.4 

15 

757.0 

13 

9.2 

2  1 

30.1 

19 

4.5 

4  3 

12.9 

36 

0  78 

National  Medical  Enterprises  (7) 

946.3 

-9 

3741.8 

-6 

67.3 

13 

259.5 

22 

7.1 

5.7 

19.0 

14 

3.23 

'acifiCare  Health  Systems  (3) 

277.2 

37 

1043.8 

44 

2.5 

1  5 

17.2 

35 

0.9 

1.5 

22.7 

1  5 

1.44 

J.  S.  Healthcare 

348.9** 

29 

1330.0 

33 

32.7 

260 

77.5 

173 

9.4 

3.4 

38.2 

26 

1.62 

Inited  HealthCare 

168.5** 

56 

605.5 

47 

10.3 

1  14 

33.9 

148 

6.1 

4.4 

67.2 

34 

1.29 

Iniversal  Health  Services 

1  59  0 

9 

627.1 

7 

1  1 

6 

1 1.6 

28 

0.7 

0.7 

7.0 

16 

0.84 

AEDICAL  PRODUCTS 

SROUP  COMPOSITE 

8822.4 

14 

33930.4 

15 

836.0 

17 

2883.3 

-2 

9.5 

9.2 

19.2 

24 

2.30 

Vbbott  Laboratories 

1710.1 

18 

6158.7 

14 

279.8 

1 1 

965.8 

12 

16.4 

17.4 

35.7 

21 

2.22 

lard  (C.  R.) 

196.4 

4 

785.3 

1 

10.5 

-15 

40.3 

38 

5.3 

6.5 

12.0 

25 

0.76 

•ausch  &  Lomb 

344.4 

12 

1368.6 

12 

39.2 

1  4 

131.4 

15 

1 1.4 

1 1.2 

16.7 

17 

4.37 

iaxter  International 

2174.0 

1 1 

8 1 00  1 1 

9 

178.0 

28 

40.0 

-91 

8.2 

7.1 

-0.7 

NM 

-0.05 

lecton,  Dickinson  |3) 

482.3 

12 

2066.1 

13 

29.5 

6 

184.0 

13 

6.1 

6.5 

15.1 

16 

4.71 

mcera  Group  •■ 

396.2 

18 

1546.4 

32 

20.9 

113 

80.5 

-4 

5  3 

3  6 

9.2 

24 

3.52 

ohnson  &  Johnson 

2794.0 

13 

1  1232.0 

15 

232.0 

14 

1268.0 

17 

8.3 

8.2 

26.7 

21 

3.81 

Medtronic  (81 

254.6 

23 

939  6 

19 

28.7 

10 

1 18.5 

17 

1 1.3 

12.6 

19.1 

27 

4.10 

3 wens  &  Minor 

316.3 

14 

1219  6 

28 

2.8 

NM 

8.8 

353 

0.9 

0.1 

10.7 

17 

1.03 

J.  S.  Surgical 

154.1 

64 

514.1 

49 

14.6 

91 

46.0 

50 

9.5 

8.2 

20.5 

52 

1.77 

HOUSING  &  REAL  ESTATE 


NDUSTRY  COMPOSITE 

7225.5 

-3 

29107.3 

3 

14.0 

-96 

1012.8 

-34 

0.2 

4.9 

15.7 

14 

1.59 

SUILDING  MATERIALS 

•ROUP  COMPOSITE 

5222.8 

-1 

21385.9 

2 

80.1 

-73 

956.8 

-26 

1.5 

5.6 

19.7 

13 

1.92 

Hughes  Supply  - 1 1 : 

143.2 

3 

561.3 

7 

1.0 

-58 

4.2 

-53 

0.7 

1.6 

4.7 

13 

0.95 

.afarge 

390.2 

-1 

1 598. 1 

7 

6.7 

-67 

50.0 

-50 

1.7 

5  3 

6.0 

14 

0.97 

Danville 

590.2 

4 

2245.4 

2 

2,2 

-96 

104.3 

-40 

0.4 

9.3 

15.0 

8 

0.74 

Dwens-Corning  Fiberglas 

769.0 

-12 

31 1 1.0 

4 

-32.0 

NM 

75.0 

-56 

NM 

5.3 

NM 

14 

1.78 

Footnotes  on  page  55 


iPORATE  SCOREBOARD  BUSINESS  WEEK/MARCH  18.  1991  79 


COMPANY 


MARCH 


4TH 

3  -  - 

: 

>»NG= 

: 

.-_ 

-r.   ~  ' 

=!0m 

v 

=;;» 

Z---"z- 

:  v 

EitS  >. . 

1990 

1989 

1990 

1990 

1989 

'99C 

1989 

1990 

!9S9 

ENS  SC- 

S  a*'^ 

S  MIL 

5  v 

PPG  Industries 

1499.8 

5 

6021.4 

101.4 

474.8 

19.3 

12 

t:  : 

Sherwin-Williams 

517.4 

; 

" 

; 

21.0 

122.7 

13 

1 6.4 

15 

2.82 

Tecumseh  Products 

274.5 

-2' 

1318.1 

_-  2 

1.9 

14.2 

-S3 

0.7 

5.4 

2.0 

33 

2.59 

Texas  Industries 

166.5" 

-1 

672.1 

-  3 

—1.8 

NM 

18.6 

169 

NM 

NM 

6  5 

13 

1.54) 

USG 

453  0 

-5 

1915.0 

-5 

-47.0 

N  V 

-54.0 

S  V 

N.  V 

1.4 

NM 

NM 

-0.99 

Valspar 

148.0 

■ 

571.4 

3 

6.9 

23 

26.7 

4.6 

3.8 

20.8 

16 

2.45 

Vulcan  Materials 

271.0 

5 

'  '  05  3 

3 

"-"  3 

-16 

33  3 

_ '  3 

-  2 

9.2 

17.7 

12 

3.10 

b  CONSTRUCTION  &  REAL  ESTATE 

GROUP  COMPOSITE 

2002.7 

-9 

7721.4 

4 

-66.1 

NM 

56.0 

-77 

NM 

3.2 

3.3 

33 

0.38 

L:: 

Centex  ; 

6 

3  3 

-46 

55.0 

-8 

2.9 

3.56 

12 

Kaufman  &  Broad  Home 

1 366  3 

: 

39  9 

_  ^  ■ 

0  8 

17  4 

"  E 

-- 

t 

Perini 

_1 

101 1.3 

13 

— 6.0 

N  V 

-3  : 

NM 

NM 

-3.3 

NM 

-1.20 

PHV 

3  '  = 

9 

"52.' 

3  " 

^60 

3=  " 

-47 

'.2 

3.2 

9.5 

13 

■  -s 

Ryland  Group 

335.6 

-16 

1312.7 

-6 

3.9 

21.8 

-50 

1.2 

4.5 

9.2 

13 

1.53 

y 

U.  S.  Home 

-19 

590.5 

-13 

: 

NM 

-87.9 

NM 

NM 

NM 

-51.1 

NM 

- 

* . . 

iff 

-LEISURE  TIME  INDUSTRIES 

INDUSTRY  COMPOSITE 

19654.5 

8 

71779.3 

7 

987.2 

70 

3842.7 

13 

5.0 

3.2 

14.1 

19 

1.79 

<: 

z  EATING  PLACES 

>■: 

5  : 

GROUP  COMPOSITE 

3466.6 

6 

13782.5 

7 

209.3 

35 

853.1 

10 

6.0 

4.7 

18.5 

16 

1.31 

:■: 

Collins  Foods  International  ■ 

1 47.9 

1 

593.6 

„ 

6.9 

_„  . 

_ 

6.0 

11.1 

16 

McDonald's 

1703.1 

i 

;;3  =  : 

9 

186.2 

9 

333  3 

'3  ? 

"C  9 

20.6 

14 

2.20 

r 

Morrison  7 

■  =•• 

7 

53c  . 

- 

7.4 

-15 

20.4 

-37 

3.0 

3.8 

11.8 

•5 

1.21 

Shoney's 

...  ... 

g 

: 

9 

6.7 

56 

29.6 

56 

,  , 

2.1 

NM 

. 

TW  Holdings 

;: ;  3 

2 

3681 .6 

-5.7 

N  V 

-67.8 

NM 

N  V 

NM 

-0.61 

Wendy's  International 

247.6 

-1 

1002.2 

_5 

7.8 

38 

3:  : 

63 

3.1 

2  2 

8.7 

19 

-  -43 

c  ENTERTAINMENT 

GROUP  COMPOSITE 

331  1.6 

17 

12059.7 

1  9 

325.8 

52 

1235.  S 

39 

9.8 

7.6 

1  5.3 

21 

3.04 

Blockbuster  Entertainment 

-- 

„ 

21  2 

36 

2  I 

„ 

■  •  : 

.  .  . 

2  '  0 

34 

0.86 

Commtron  - 

152.4" 

-■- 

533.0 

-4 

3.2 

2 

9.3 

" : 

2.1 

1.8 

14.0 

8 

0.91 

Disney  Walt 

'492.4 

16 

5047.9 

25 

'~:  4 

-2 

820.0 

■  3 

'  '  4 

13.5 

23  - 

33 

6.04 

King  World  Productions  - 

,tr\  . 

g 

36  2 

8 

86.8 

, , 



-  - 

47.3 

13 

Orion  Pictures 

2  j 

- 

-15.6 

s  V 

-8.3 

N  V 

N  v 

1.7 

NM 

—0  45 

Paramount  Communications  ; 

;; 

33:?  : 

'  J. 

1 10.5 

N  '.' 

259.1 

N  v 

9.4 

N  V 

6.8 

19 

2.16 

:  HOTEL  &  MOTEL 

GROUP  COMPOSITE 

3826.9 

9 

12198.4 

9 

-13.9 

NM 

319.8 

-43 

NM 

3.0 

14.5 

21 

1.30 

Caesars  World  5 

---  . 

_ 

1  <  0 

,  -  - 

7  R 

12.2 

12 

Circus  Circus  Enterprises 

51 

Yu  : 

26.0 

19 

73.9 

-  2  - 

•  -  3 

2.67 

Golden  Nugget 

279.7 

909.0 

203 

—8.8 

N  V 

29.7 

N  V 

S  V 

S  V 

23.6 

16 

1.57 

Hilton  Hotels 

325.6" 

■  "  ~  -  ; 

j 

4/  .J 

112.5 

2 

.  - 

-  - 

4- J4 

Marriott 

2541.0 

7646.0 

' 

-54.0 

N  V 

47.0 

S  v 

1.4 

10  0 

3 

i 

Promus 

238.8 

: :  - : 

: 

-18.5 

S  v 

23.4 

-85 

NM 

5.6 

9.2 

3 ;: 

-  OTHER  LEISURE 

GROUP  COMPOSITE 

9049.5 

5 

33738.8 

2 

466.0 

342 

1434.3 

21 

5.2 

1.2 

1 1.7 

18 

1.70 

American  Greetings 

9 

1393.6 

5 

34.9 

■  3 

79  3 

17 

3  3 

-  5 

12.5 

15 

2.49 

Brunswick 

533.7 

-16 

2477.6 

-12 

-17.1 

s  V 

70.9 

S  '.' 

s  V 

8.4 

16 

0.80 

Carnival  Cruise  Lines 

296.5 

28 

1391.3 

2' 

19.2 

-10 

206.2 

6.5 

9.2 

20.0 

11 

1.53 

Eastman  Kodak 

5151.0 

5 

18908.0 

3 

33;  I 

NM 

"33  3 

33 

6.3 

NM 

2' 

2.17 

i 

Fleetwood  Enterprises  = 

6.6 

-50 

43.6 

-26 

■  : 

3.5 

■  3  3 

13 

■  -"4 

Gibson  Greetings 

39.8 

-6 

9.3 

16.4 

2.51 

Harley-Davidson 

194.3 

: : 

-56 

33  3 

3.3 

19.7 

12 

2.15 

Horman  International  : 

167.2 

6.9 

-56 

6.5 

10 

3  "5 

Ho;:-; 

3 

18 

1520.0 

3 

27  - 

16 

:?  3 

-3 

5.7 

5.8 

10  5 

15 

■  54 

Mattel 

428.3 

■; 

■4"  : 

19 

14.7 

-:  = 

91.2 

15 

.  - 

5.8 

28.5 

14 

1.80 

Outboard  Marine  : 

205.1 

-22 

-23.2 

N  V 

-85.2 

Sv 

Sv 

N  V 

NM 

Polaroid 

596.2 

55  : 

18 

151.0 

9.2 

8.6 

is  MANUFACTURING 

INDUSTRY  COMPOSITE 

27001.8 

9 

104621.0 

8 

773.9 

-30 

4131.7 

-7 

2.9 

4.5 

1 1.8 

16 

2.40 

□  GENERAL  MANUFACTURING 

- 

GROUP  COMPOSITE 

10638.2 

13 

40677.1 

9 

543.5 

-12 

25-0.0 

6 

5.1 

6.5 

16.7 

17 

2.87 

Alliant  Techsystems 

2.55 

Avery  Dennison 

\  - 

2590.2 

s  - 

-45.6 

N  ••■ 

5.9 

NA 

s  V 

5.2 

0.7 

NM 

0.10 

Blount 

■35.2" 

12 

684.5 

-10 

:• ; 

-24 

5.4 

1.6 

2.4 

3.4 

26 

0.45 

Carlisle 

:"  : 

15 

_-;■  : 

12 

5.6 

■  5 

33  - 

—1 6 

3.7 

3.6 

10.5 

3 

2.86 

Corning 

772.8 

27 

2940.5 

21 

72.0 

289.1 

9.3 

12.0 

15.9 

■3 

3.07 

Crone 

333.2 

1438.2 

'  S 

■  ; 

62.7 

4.8 

3.9 

20.5 

13 

1.96 

Exide  9 

213.2 

3 : 

0.2 

NM 

1.0 

-12.2 

NA 

NA 

First  Brands  : 

253.7 

-3  3 

-33 

6.4 

7.4 

15.3 

12 

1.93 

Harsco 

545.9 

C  : 

1800.0 

29 

19.4 

N  V 

"3  : 

538 

3.6 

NM 

2.77 

Hillenbrand  Industries 

289.3 

8 

1106.6 

1 1 

- 

-1 

75.7 

6 

=  " 

-.3 

■-  3 

21 

2.05 

Illinois  Tool  Works 

676.6 

21 

2544.2 

17 

45  7 

182.4 

11 

6  3 

7.4 

16.7 

■  : 

3.35 
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OMPANY  SALES   PROFITS  

MARGINS         RETURN  ON 

COMMON  12 


i  H  A  N  i'i  E 

1 2 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1990 

1989 

1990 

1989 

1990 

1989 

1990 

1989 

1990 

1989 

ENDING 

RATIO 

PER 

$  MIL 

S  MIL. 

$  MIL 

$  MIL 

% 

2  28 

SHARE 

stens(6i 

221.5 

1  1 

821.2 

1  1 

14.5 

12 

62.0 

10 

6.5 

6.5 

23.6 

22 

1.55 

ncaster  Colony 

134.2 

0 

506.5 

0 

5.9 

9 

16.2 

-29 

4.4 

4.0 

12.2 

14 

1 .40 

ark  IV  Industries  (10) 

228.4 

1  1 

872.2 

4 

6.1 

1 

24.9 

-8 

2.7 

2.9 

14.9 

6 

1.75 

innesota  Mining  &  Mfg. 

3280.0 

1  1 

13021.0 

9 

295.0 

1 

1 308.0 

5 

9.0 

9.9 

22. 1 

1  5 

5.9 1 

swell 

271.5 

-3 

1 072.6 

-4 

27.8 

-6 

101 .4 

1 9 

1 0.2 

1 0.7 

20.9 

1  7 

1 .67 

artek 

224.6 

-13 

1037.2 

-4 

-33.1 

NM 

-41.4 

NM 

NM 

NM 

-19.3 

NM 

-3.07 

irker  Hannifin  • 

616.8 

4 

2517.9 

5 

19.1 

-25 

106.1 

13 

3.1 

4.3 

10.9 

12 

2.18 

ibertson  Coco 

219.3 

30 

578.6 

7 

-1.3 

NM 

-9.2 

NM 

|  J  M 

4  4 

-13.2 

NM 

-1.25 

jbbermaid 

382.0 

13 

1530.0 

6 

33.0 

1  5 

143.5 

15 

8.6 

8.5 

21.1 

25 

1.80 

nova 

496.5 

-2 

1955.4 

1 

4.5 

-78 

45.5 

36 

0.9 

4.0 

/  6 

16 

1.51 

AfUIIIF  A  UAlin  TAAI  c 

EVUr  COMPOSITE 

31 90. 1 

10 

121 93.9 

1 6 

32.3 

—66 

372. 1 

-6 

1 .0 

3.3 

10. 1 

1  5 

1 .56 

ack  &  Decker 

1330.2 

20 

4832.3 

35 

6.8 

NM 

51.1 

NM 

0.5 

1  1 M 

6.5 

15 

0.84 

ncinnati  Milacron 

227.0 

-1 

837.7 

2 

-29.8 

NM 

-22.1 

NM 

NM 

2.3 

-10.2 

NM 

-0.87 

ark  Equipment 

366.8 

-3 

1  445.4 

4 

5. 1 

-72 

49.5 

-24 

1 .4 

4.7 

8.5 

10 

2.87 

jnaher 

226.5** 

27 

840.0 

12 

1.7 

-86 

35.7 

-24 

0.8 

7.0 

1 1.3 

15 

1.34 

jnnameta!  (6) 

152.1 

1 2 

622. 1 

20 

6.3 

5 

32.8 

7 

4.2 

4.5 

1 3.7 

1  2 

3  ]  4 

op— on  Tools 

223.8** 

2 

93 1  5 

5 

1 7.3 

-24 

100.8 

—4 

7  ; 

10.3 

1  5.8 

13 

2.45 

'X 

162.3 

9 

708.2 

12 

-0.9 

17.7 

-25 

r  J  M 

1 .3 

8. 1 

1 2 

1 .28 

anley  Works 

501.4 

-2 

1976.7 

0 

25.8 

-23 

106.6 

-9 

5.1 

6.5 

15.3 

14 

2.53 

COUP  COMPOSITE 

10664.8 

7 

41 862.6 

8 

248.4 

-32 

1343.7 

-13 

2.3 

3.7 

10.0 

1  5 

2.50 

pplied  Materials  |2) 

141.0 

-1 

567.1 

13 

3.0 

-74 

34.1 

-34 

2.1 

8.1 

1  1.3 

16 

2.00 

iggs  &  Stratton  ■ 

243.8 

2 

1001.0 

11 

1 1.2 

22 

41.7 

MM 

4.6 

3  8 

15.6 

1  1 

2.88 

iterpillar 

2757.0 

0 

1 1436.0 

3 

1 1.0 

-90 

210.0 

-58 

0.4 

3.9 

4.6 

24 

2.07 

jere[2) 

2066.0** 

3 

7881.0 

9 

74.5 

-28 

411.1 

8 

3.6 

5.2 

13.7 

9 

5.42 

>ver 

567.2 

5 

2210.3 

4 

36.5 

0 

155.7 

8 

6.4 

6.8 

19.8 

16 

2.55 

AC 

980.5 

19 

3722.2 

9 

27.1 

-16 

155.3 

-1 

2  8 

3.9 

120.3 

8 

4.30 

D'jlds  Pumps 

142.9 

14 

554.7 

9 

6.2 

31 

30.6 

6 

4.3 

3.8 

15.1 

16 

1 ,49 

irnischfeger  Industries  . 

484.3 

14 

1777.0 

20 

20.6 

22 

70.0 

30 

4.3 

4.0 

12.0 

9 

2.18 

gersoll-Rand 

967.0 

8 

3737.8 

8 

45.7 

-30 

185.4 

-8 

4.7 

7.3 

12.2 

13 

3.55 

terlake 

187.2 

-8 

786.3 

-5 

-3.6 

MM 

-12.8 

t  I M 

l  i  M 

1  0 

NM 

NM 

-1.22 

y  Technologies  (10) 

1 69.5 

1 7 

628.6 

1  5 

7  2 

NM 

1 1 .3 

NM 

4.2 

r  I  m 

i  1  M 

NA 

-0. 1  4 

cDermott  International  (9) 

825.8 

33 

2993.1 

13 

-12.1 

NM 

-83.7 

NM 

N  M 

t  j  M 

-13.1 

NM 

-2.05 

ntair 

293.9 

3 

1 175.9 

1 

10.9 

19 

33.0 

_9 

3.7 

3.2 

1 3.2 

12 

2.53 

swart  8t  Stevenson  Services  ( 1 l ) 

1 73  5 

23 

667  3 

20 

8  1 

38 

313 

20 

4  7 

4  2 

1  7  7 

]  7 

2  1 0 

rex 

230.0 

-24 

1 023  2 

29 

0  2 

-96 

1 5  5 

-18 

0  1 

1  4 

1  4  0 

10 

1 .57 

mken 

435.1 

33 

1701.0 

1 1 

2.2 

NM 

55.2 

0 

0.5 

NM 

5.1 

15 

1.85 

XTILE5 

2508.7 

0 

9887.4 

- 1 

-50.3 

NM 

-124.1 

NM 

NM 

1 .2 

-5.0 

59 

0.27 

bany  International 

154.9 

14 

556.1 

10 

0.2 

-99 

7.6 

-83 

0.1 

9.0 

3.2 

50 

0.30 

AIG  (8) 

300.5 

2 

1230.7 

2 

-0.3 

NM 

-1 1.4 

NM 

NM 

NM 

-10.7 

NM 

-0.44 

eldcrest  Cannon 

337.9 

-10 

1242.1 

-9 

-25.9 

NM 

-37.8 

NM 

NM 

2.2 

-14.3 

NM 

-3.64 

terface 

167.0 

10 

623  J 

7 

5.7 

-26 

2  3  6 

-4 

3.4 

5.0 

12.8 

8 

1.37 

law  Industries  (6) 

415.9 

30 

1658.8 

31 

8.9 

-38 

59.5 

7 

2.1 

4.4 

29.5 

13 

1.95 

irings  Industries 

480.7 

-1 

1878.0 

-2 

11.0 

-44 

-6.8 

NM 

2  3 

4.0 

-1.2 

:  IW 

-0.39 

ickes  mi 

651.8 

1  3 

2698.3 

-14 

-49.8 

NM 

-158.7 

NM 

NM 

NM 

-16.1 

NA 

NA 

1ETALS&  MINING 


OUSTRY  COMPOSITE  13122.0  2      53419.8         -3      -460.0         NM     1800.9       -52        NM       3.8  7.3  18  1.58 


.UMINUM 

cOUP  COMPOSITE  5804.5  1      22880.8         -2        -33.3         NM       962.1        -51        NM       7.0  8.9  13  3.96 


uminum  Co.  of  America 

2706.4 

0 

10710.2 

-2 

-140.4 

NM 

295.2 

-69 

NM 

6.1 

5.6 

19 

3.40 

max 

942.5 

4 

3787.5 

-3 

60.1 

3 

225.9 

-37 

4 

6.5 

i  u  2 

10 

2.58 

axxam 

577.2 

-8 

2360.7 

-3 

31.9 

-29 

144.4 

24 

5  5 

7.2 

39.9 

4 

15.19 

;ynolds  Metals 

1578.4 

3 

6022.4 

2 

15.1 

89 

296.6 

-44 

1.0 

8.7 

10.1 

13 

5  01 

EEL 

tOUP  COMPOSITE 

4842.0 

2 

20056.7 

-7 

-519.2 

NM 

-158.6 

NM 

NM 

0.7 

-3.8 

NM 

-0.58 

legheny  Ludlum 

2  38  7 

1 1 

1084  9 

-8 

6.1 

-79 

68  9 

-48 

2.5 

13.3 

19.6 

12 

2.07 

rmco 

414.0 

-1 

1735.2 

-28 

-8.5 

NM 

-55.2 

NM 

NM 

3.7 

-7.3 

NM 

-0.71 

sthlehem  Steel 

1200.3 

5 

4899.2 

-7 

-516.8 

NM 

-463.5 

t  |  M 

NM 

4.4 

-41.3 

NM 

-6.45 

arpenter  Technology  (6) 

140.4 

1 

577.1 

-6 

9.6 

-1  1 

42  3 

30 

6.8 

7.7 

12  4 

10 

4.86 

jmmercial  Metals  (4) 

289.5** 

3 

1 145.9 

-9 

3.6 

-49 

22.5 

-17 

1.2 

2.5 

1  1.4 

10 

2.01 

r'dops  Industries 

294.6 

-6 

1199.2 

-1 1 

3.1 

-16 

-3.0 

NM 

1.0 

1.2 

-4.4 

NM 

-0.42 

land  Steel  Industries 

907.1 

-5 

3870.4 

-7 

-57.1 

NM 

-20.6 

NM 

NM 

0.7 

-3.3 

NM 

-1.41 

me  Star  Technologies 

150.4 

-4 

61 1.9 

1 

2.3 

NM 

45.6 

NM 

1.5 

NM 

35.5 

2 

2.25 

kens 

158.3 

2 

683.6 

6 

9.3 

-33 

44.2 

6 

5.8 

8.8 

21.6 

8 

5.07 

ucor 

366.7 

16 

1481.6 

17 

20.4 

36 

75.1 

30 

5.6 

4.7 

118 

20 

3.50 

uanex  (2) 

170.5 

21 

650.3 

30 

9.1 

45 

28.0 

-4 

5.4 

4.5 

16.9 

8 

2.03 

feirton  Steel 

282.0 

-8 

1 190.9 

-10 

-13.3 

NM 

0.3 

-99 

NM 

2.6 

-0.6 

NM 

0.01 

forthington  Industries  (7) 

229.4 

2 

926.2 

-1 

13.1 

9 

56.6 

5.7 

5.3 

16.3 

16 

1  42 
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COMPANY 


4IH 
QUARTER 
1990 


:hange 

FROM 
985 


12 

MONTHS 
1990 

S  Mil 


CHANGE 
FROM 
1989 


4TH 
QUARTER 
1990 
$  MIL 


CHANGE  12 
FROM  MONTHS 
1989  1990 
$  MIL. 


CHANGE        4TH  4TH 
FROM      QUARTER  QUARTER 
1989  1990  1989 


COMMON 

EQUITY  PRICE- 
12  MONTHS  EARNINGS 


ENDING 
12-31 


(c)  OTHER  METALS 


RATIO 
2-28 


12 
MONTH: 
EARNINC 
PER 
SHARE 


GROUP  COMPOSITE 

2475.6 

5 

10482.3 

3 

92.4 

67 

997.4 

3 

3.7 

2.3 

15.1 

12 

2.10 

Asarco 

549.9 

4 

2208.6 

0 

3.7 

-94 

149.1 

36 

0.7 

11.1 

9.8 

8 

3.60 

Cyprus  Minerals 

478.5 

9 

1866.4 

4 

8.4 

-78 

1 1 1.0 

-53 

1.8 

8.6 

8.1 

9 

2.38 

Handy  &  Harman 

142.0 

9 

571.1 

-2 

2.2 

NM 

9.7 

25 

1.6 

0.1 

8.2 

19 

0.70 

Homestake  Mining 

136.0" 

10 

5  1  3  0 

2  i 

-30.7 

NM 

-19.0 

NM 

NM 

2.5 

-2.2 

NM 

-0.19 

Inspiration  Resources 

217.1** 

-1 

1360.7 

0 

-33.7 

NM 

-24.9 

NM 

NM 

NM 

-5.7 

NM 

-0.38 

Newmont  Gold 

152.8 

1 

643.3 

15 

25.4 

-37 

141.7 

20 

16.6 

26.0 

23.9 

25 

1.35 

Newmont  Mining 

163.2 

1  1 

683.5 

17 

14.2 

-76 

174.8 

123 

8.7 

39.9 

152.9 

13 

2.58 

Phelps  Dodge 

636.1 

3 

2635.7 

-2 

102.9 

NM 

454.9 

70 

16.2 

NM 

27.0 

5 

13.12 

i/NONB ANK  FINANCIAL 

INDUSTRY  COMPOSITE 

69442.9 

1 

273363.3 

3 

1958.8 

-44 

1  1929.5 

-18 

2.8 

5.1 

10.3 

14 

2.78 

(a)  FINANCIAL  SERVICES 

GROUP  COMPOSITE 

28849.5 

1 

1 14026.9 

4 

1005.9 

-9 

5407.4 

-9 

3.5 

3.9 

13.8 

14 

2.76 

Alexander  &  Alexander 

354.9 

8 

1338.4 

7 

20.0 

46 

54.9 

-7 

5.6 

4.2 

13.1 

19 

1.35 

Alleghany 

341.4 

2 

1407.1 

21 

16.6 

V 

68.6 

25 

4  V 

4.4 

10.7 

9 

10.64 

American  Express 

6301.0** 

0 

24332.0 

-3 

137.0 

-47 

338.0 

-71 

2  2 

4.1 

5.0 

36 

0.70 

Bear  Stearns  |6] 

586.7** 

2 

2376.1 

-1 

16.9 

-42 

103.0 

-26 

2.9 

5.0 

11.4 

13 

0.98 

Beneficial 

473.0 

13 

1755.5 

1 1 

32.3 

2 

130.4 

8 

6.8 

7,6 

14.7 

9 

5.61 

Block  (  H &  R  i 

166.5 

1  1 

1078.8 

15 

-2.4 

r .  M 

120.2 

19 

NM 

NM 

26.1 

20 

2.24 

Broad 

222.5** 

45 

897.3 

42 

9.7 

196 

39.8 

38 

4.3 

2.1 

12.5 

7 

1.22 

Edwards  (A.  G.)  (10) 

155.0** 

3 

644.4 

9 

12.4 

-15 

54.6 

_5 

8.0 

9.7 

14.7 

12 

2.38 

Equifax 

283.7 

6 

1078.8 

8 

7.8 

-43 

63.9 

1 

2.8 

5.1 

24.0 

26 

0.79 

Federal  Home  Loan  Mortgage  Assn.  1038.0 

10 

3965.0 

6 

62.0 

44 

414.0 

-  5 

6.0 

12.2 

19.7 

10 

6.90 

Federal  National  Mortgage  Assn. 

3249.4 

7 

12719.6 

10 

307.7 

30 

1 173.4 

45 

9  5 

7  8 

31.5 

10 

4.50 

First  Financial  Management 

290.6** 

27 

925.1 

39 

26.9 

33 

72.9 

28 

9.2 

8.8 

12.6 

1  1 

2.68 

Loews 

3276.5** 

8 

12636.9 

1  1 

1 16.8 

-39 

804.7 

-1 1 

3.6 

6.3 

16.2 

9 

11.01 

Marsh  &  McLennan 

668.5** 

13 

2723.0 

12 

54.5 

2 

304.1 

3 

8.2 

9.4 

28.7 

19 

4.15 

Merrill  Lynch 

2811.6** 

1 

11213.4 

-  1 

30.3 

NM 

191.9 

NM 

1.1 

NM 

5.2 

18 

1.59 

Morgan  Stanley  Group 

1477.0** 

-7 

5869.6 

1 

58.3 

-61 

270.4 

-39 

3.9 

9.3 

14.6 

10 

6.75 

PaineWebber  Group 

698.0** 

-13 

2978.5 

2 

-92.3 

NM 

-57.4 

NM 

:  j  it 

1.4 

-12.1 

NM 

-3.23 

Primerica 

1694.4** 

7 

6193.8 

9 

98.8 

3 

372.9 

29 

5  3 

6.1 

13.4 

9 

3.27 

Salomon 

1927.0** 

-23 

8946.0 

-1 

-15.0 

NM 

303.0 

-36 

NM 

2.7 

8.4 

13 

2.08 

Schwab  (Charles) 

156.7** 

5 

625.9 

13 

1.0 

-84 

16.8 

-1 1 

0.6 

4.1 

10.4 

28 

0.62 

Student  Loan  Marketing  Assn. 

919.4 

11 

3618.9 

11 

78.0 

15 

300.9 

17 

8.5 

8.2 

33.0 

17 

2.96 

Transamerica 

1757.7** 

7 

6703 

2 

28.7 

-62 

266.3 

-20 

1.6 

4.6 

9.0 

11 

3.29 

lb)  INSURANCE 

GROUP  COMPOSITE 

35085.7 

2 

4 

1  513.8 

—33 

6927.7 

—  17 

4.3 

6.6 

10.6 

13 

3.78 

Aetna  Life  &  Casualty 

4589.9 

-12 

19020.5 

-4 

141.9 

10 

614.1 

-4 

3.1 

2.5 

8.8 

8 

5.52 

American  Family 

751.6 

20 

2 678  ■; 

1 0 

33.5 

30 

1 17.2 

45 

4.5 

4  1 

1 4.8 

1 6 

1 .44 

American  General 

1093.0 

3 

4481  0 

7 

106.0 

—4 

562.0 

"it. 

9.7 

1 0.3 

13.5 

8 

4.69 

American  International  Group 

4052.7** 

1 3 

1 4932. 1 

10 

381.9 

1 0 

1 442.3 

5 

9.4 

9.7 

1 5.0 

1 3 

6.92 

American  National  Insurance 

291.6 

22 

1 100.3 

1 

30.9 

56 

108.7 

-25 

10.6 

8.3 

6.7 

8 

3.96 

Aon 

715.8 

2  2 

2626.4 

1  3 

53.3 

- 1 0 

239.0 

3 

7.4 

10  1 

1 7.3 

1 0 

3.61 

Argonaut  Group 

151.7 

7 

61 1 .0 

1  2 

26.7 

4  / 

89.7 

1  0 

17.6 

i  2  8 

1 9.3 

7 

9.76 

Capital  Holding 

768.0 

1  4 

2577.3 

3 

59.8 

-26 

1 66.2 

-40 

7.8 

1 2.0 

11.1 

1 3 

3.39 

Chubb 

1111.8** 

6 

4293.9 

6 

154.9 

45 

522.1 

24 

13.9 

10.2 

18.1 

1 1 

6.07 

Cigna 

4792.0 

16 

18164.0 

6 

107.0 

-42 

318.0 

-31 

2.2 

4.4 

6.2 

1 1 

4.20 

CNA  Financial 

2609.7 

14 

9944.4 

9 

64.6 

17 

366.5 

40 

2  5 

2'  4 

8.7 

15 

5.77 

Conseco 

240.8** 

758.4 

14 

15.7 

54 

42.1 

1  1 

6.5 

5.2 

35.5 

6 

5.43 

Continental 

1500.0 

3 

5731.4 

-6 

53.1 

-26 

141.1 

-8 

3.5 

4.6 

6.8 

1 1 

2.53 

First  Capital  Holdings 

257.3 

2 

1033.5 

6 

10.2 

-41 

41.9 

40 

4  U 

6  6 

10  3 

3 

0.90 

Geico 

492.5** 

7 

1934.9 

0 

54.8 

-32 

208.4 

-2 

11.1 

15.2 

23.0 

13 

13.64 

General  Re 

789.0 

1 1 

2993.2 

8 

155.5 

2 

613.6 

3 

19.7 

21.5 

20.5 

14 

6.89 

Hartford  Steam  Boiler 

148.1 

1 1 

562.4 

12 

19.4 

1 

78.7 

2 

13.1 

14.4 

23.5 

16 

3.80 

Independent  Insurance  Group 

142.8 

14 

560.1 

8 

8  0 

38 

31.0 

6 

5.6 

4.6 

9.3 

8 

2.34 

Jefferson-Pilot 

297.5 

3 

1 162.6 

2 

42.1 

3 

157.6 

14 

14.2 

14.2 

1 1.7 

9 

4.41 

Kemper 

720.1 

1 

2908.0 

5 

46.7 

-5 

1  1.9 

-95 

6.5 

6.8 

0.7 

NM 

0.25 

NWNL 

333.8** 

-4 

1331.7 

-1 

12.6 

-25 

61.2 

1 

3.8 

4.9 

11.9 

5 

4.90 

Progressive 

340.7** 

2 

1376.2 

-1 

1  1  1 

'  J  M 

93.4 

20 

3  3 

0.1 

22.9 

15 

3.84 

Provident  Life  &  Accident 

741.8** 

12 

2751.3 

4 

50.0 

-3 

179.1 

21 

6.7 

7.8 

14.2 

5 

3.85 

Reliance  Group  Holdings 

745.4 

-38 

3683.8 

-8 

-54.4 

NM 

1 18.1 

443 

NM 

5.2 

27.5 

4 

1.58 

Safeco 

800.01* 

8 

3178.5 

8 

92.7 

17 

278.4 

-7 

1 1.6 

10.7 

14.8 

9 

4.41 

St.  Paul 

1073.9 

1  1 

4005.2 

6 

93.4 

-26 

391.3 

-2 

8.7 

13.0 

18.3 

8 

8.56 

Torch  mark 

462.0 

12 

1796.1 

10 

47.2 

8 

229.2 

8 

10.2 

12.4 

24.0 

13 

4.28 

Travelers 

2769.9 

-13 

1  1313.4 

-10 

127.6 

8 

-178.4 

NM 

4.6 

3.7 

-4.8 

NM 

-1.85 

20th  Co  Ttury  Industries 

210.1 

15 

799.5 

13 

39.6 

78 

98.7 

8 

18.8 

12.2 

26.9 

9 

3.85 

UNUM 

600.6 

24 

2170.3 

12 

45.1 

16 

185.2 

19 

7.5 

8  0 

15.4 

1  1 

5.38 

USF&G 

1030.0 

-19 

4399.0 

-6 

-520.0 

NM 

-461.0 

NM 

|  i  M 

7.9 

-33.5 

NM 

-5.71 

USLife 

321.8 

5 

1235.6 

3 

19.5 

-3 

68.6 

1  5 

6.1 

6.6 

7.4 

8 

4.27 

Washington  National 

139.8** 

-39 

702.6 

-13 

-16.6 

NM 

-8.5 

NM 

NM 

NM 

-2.7 

NM 

-0.84 
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CORPORATE  SCOREBOAI 


IIIIIMI  HIHIlH 


Corporate  Scoreboard 


>MPANY  SALES    PROFITS 

MARGINS         RETURN  ON 

COMMON  12 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1989 

1989 

1989 

ENDING 

RATIO 

PER 

S  MIL. 

'% 

$  MIL 

i  MIL 

$  MIL 

12-31 

228 

SHARE 

ZINGS  &  LOAN 

OUP  COMPOSITE 

5507.7 

-7 

22519.5 

-3 

-560.9 

NM 

-405.5 

NM 

NM 

2.2 

-4.1 

NM 

-0.94 

manson  (H.  F.) 

1194.5** 

-1 

4778  3 

6 

0.5 

NM 

191.0 

-9 

0.0 

5.5 

8.2 

10 

1.64 

IFed 

553.3** 

-14 

2196.3 

-18 

-130.5 

NM 

-221.9 

NM 

NM 

2.8 

-19.4 

NM 

-8.77 

adel  Holding 

140.4** 

12 

531.5 

10 

4.4 

21 

23.3 

186 

3.1 

2.9 

10.9 

4 

7.07 

ost  Savings  Financial 

264  'J' 

-1 1 

1 118 .'  6 

1  1 

-2.6 

NM 

-62.9 

NM 

NM 

2.1 

-28.1 

NM 

4  14 

jssLand  Savings 

244.6** 

-32 

1 1 18.8 

-24 

-169.3 

NM 

-421.1 

NM 

NM 

NM 

NM 

NM 

-33.09 

snfed 

523.4** 

-25 

2399.6 

-12 

-140.8 

NM 

-85.2 

NM 

NM 

5.7 

-5.2 

NM 

-2.61 

Iden  West  Financial 

551.3 

8 

2127.2 

10 

42.1 

3 

181.5 

15 

7.6 

8.0 

15.4 

10 

2.87 

Idome 

289.3** 

29 

1351  4 

9 

-3.2 

NM 

4.1 

NM 

NM 

4.5 

1.0 

28 

0.04 

eat  Western  Financial 

1056.6** 

12 

421 1.9 

1  1 

3.7 

NM 

193.1 

93 

0.4 

NM 

9.2 

1 1 

1.50 

meFed 

460.4** 

-4 

1905.7 

1 

-175.7 

NM 

-247.5 

NM 

NM 

6.9 

-25.4 

NM 

-1 1.57 

indard  Federal  Bank 

229.0** 

-4 

911.2 

-6 

10.6 

5 

40.1 

-12 

4.6 

4.2 

8.5 

7 

1.30 

FFICE  EQUIPMENT  &  COMPUTERS 

>USTRY  COMPOSITE 

58861.5 

1  j 

1 981  58.7 

9 

4232.3 

85 

10846.4 

28 

7.2 

4.3 

1 1.9 

18 

2.76 

SINESS  MACHINES,  SERVICES  &  SUPPLIES 

OUP  COMPOSITE 

3073.2 

8 

11572.8 

16 

165.7 

77 

505. S 

-1 

5.4 

3.3 

14.4 

19 

1.44 

acomp 

157.0 

7 

662.1 

3 

(  6 

8 

6.3 

-32 

2.3 

2.3 

NM 

24 

0.1  1 

sinessland 

334.4 

-1  1 

1306.0 

0 

-4.6 

NM 

-49.6 

NM 

■  NM 

NM 

-30.3 

NM 

-1.67 

luxe 

386.9 

8 

1413.6 

7 

53.7 

10 

172.1 

13 

13.9 

1  3  / 

25.5 

19 

2.03 

>N  Industries 

169.4 

5 

663.9 

10 

12.7 

NM 

43.2 

57 

7  5 

NM 

33.0 

14 

1.30 

elligent  Electronics  (2| 

395.3 

37 

1458.5 

105 

9.2 

97 

29.3 

177 

2.3 

1.6 

24.5 

17 

2.09 

croAge 

190.3 

32 

658.8 

56 

1.6 

1  1 

6.3 

27 

0  9 

1.3 

19.9 

9 

1.42 

Her  (Herman)  (7) 

234.0 

4 

890.7 

7 

1  1  0 

-10 

46.9 

14 

4.7 

5.4 

14.3 

10 

1.85 

ney  Bowes 

865.9 

7 

3195.6 

1 1 

76.1 

NM 

206.6 

.  '5 

8.8 

0.6 

13.5 

20 

2.60 

ynolds  &  Reynolds  (3) 

151.4 

9 

607.3 

2 

4.5 

-27 

22.7 

-14 

3.0 

4.5 

9.7 

9 

2.15 

indard  Register 

188.6 

1 

716.4 

1 

-2.1 

NM 

31  8 

-46 

NM 

7.9 

6.6 

18 

0.74 

MPUTERS  &  PERIPHERALS 

OUP  COMPOSITE 

50600.7 

10 

1 67744.4 

3 

3630.8 

108 

8687.2 

34 

7.2 

3.8 

10.9 

17 

3.38 

A  International  (S) 

214.7 

1 1 

898  5 

5 

1.7 

-51 

-43  3 

NM 

0.8 

18 

-26.8 

NM 

-1.05 

tidahl 

644.4 

3 

2158.8 

3 

61.3 

47 

184.0 

20 

9.5 

6.7 

14.0 

10 

1.66 

>ple  Computer (3) 

1675.5 

1 2 

5740  6 

7 

1 50  5 

21 

500  6 

1  4 

9.0 

8.4 

32.4 

1  5 

4.09 

T  Research  (6) 

161.1 

24 

586  5 

22 

16.3 

121 

52  5 

360 

10.1 

5.7 

26.9 

28 

1.91 

mmodore  International  (6) 

184  1 

24 

995.7 

15 

36.5 

223 

40.2 

466 

9.5 

3.6 

15.1 

15 

1.24 

mpaq  Computer 

1001.5 

27 

3598.8 

25 

134.8 

7  1 

454.9 

36 

13.5 

10.0 

24.5 

14 

5.14 

nner  Peripherals 

418.4 

85 

1337.6 

90 

47.4 

225 

130.1 

214 

1 1.3 

6.5 

21.5 

10 

2.51 

ntrol  Data 

429  / 

18 

1691.0 

-42 

-23.8 

NM 

2  7 

NM 

NM 

NM 

0.5 

NM 

0.05 

ay  Research 

254.9 

-23 

804.4 

3 

33.4 

-36 

1 13.0 

27 

13.1 

15.9 

18.6 

10 

4.02 

ta  General  (3) 

31 1.7 

7 

1237.4 

_5 

12.4 

NM 

-106.9 

I  j  M 

4.0 

NM 

-25.4 

NM 

-3.52 

II  Computer  (l  l) 

136.7 

43 

488.7 

36 

6  v 

NM 

19.7 

1  68 

5.0 

0  1 

19.3 

28 

1.00 

gital  Equipment  |6) 

3352.4 

5 

13072.3 

1 

111.1 

-28 

-94.5 

NM 

3.3 

4.9 

-1.2 

NM 

-0.74 

wlett-Packard  (2| 

3580.0 

1 32  33  0 

1 1 

202.0 

1  8 

739.0 

-1  1 

5.6 

7.3 

1  1 .6 

1  5 

3.06 

emotional  Business  Machines 

23061.0 

1 3 

69018.0 

10 

2461 .0 

3  1 6 

6020.0 

60 

10.7 

2.9 

14.9 

1  3 

10.51 

nxtorp) 

261.1 

1 1 1 

789.4 

77 

-4.0 

NM 

10.8 

-2  2 

r  l  M 

4.4 

5.7 

8 

0.48 

:r 

1895  0 

6 

6285.0 

6 

1 1  1.0 

-25 

369.0 

-10 

5.9 

8.2 

21.1 

17 

.1  f 

jantum  (9) 

231.6 

108 

716.3 

82 

18.0 

76 

66.7 

61 

7  8 

9.2 

30.9 

1 1 

2  32 

agate  Technology  (6) 

693.4 

0 

2667.6 

48 

27.8 

-22 

99.7 

-5 

4.0 

5.2 

13.7 

9 

1.55 

icon  Graphics  (6) 

136.0 

32 

482.1 

41 

10.4 

44 

39.8 

97 

7.6 

7.0 

16.6 

21 

1.89 

srage  Technology 

339.2 

13 

1 140.6 

16 

33.4 

50 

70.6 

94 

9.9 

7  4 

14.2 

12 

2.22 

n  Microsystems  (6) 

753.5 

27 

2762.8 

34 

39.1 

94 

151.0 

318 

5.2 

3.4 

12.5 

21 

1.56 

ndem  Computers 

443.8 

2 

1873.1 

12 

7.0 

-77 

98.1 

-17 

1  6 

7.0 

8.1 

15 

0.92 

nd y  [6) 

1500.7 

3 

4648.1 

9 

101.1 

-14 

263.3 

-13 

6.7 

8.1 

15.1 

10 

3.31 

lisys 

2933  9 

-1 

10111.3 

0 

-88.5 

NM 

-436.7 

NM 

NM 

1.1 

-26.9 

NM 

-3.45 

ang  Laboratories  - 

551.5 

-15 

2368.7 

-13 

-24.7 

1  J  'A 

-583.6 

NM 

NM 

1 1 M 

NM 

NM 

-3.54 

estern  Digital  (6) 

230.0 

13 

1065.4 

9 

-98.5 

NM 

-78.6 

NM 

1 1 M 

3  2 

-36.6 

NM 

-2.69 

>rox 

5005.0** 

10 

17973.0 

4 

247.0 

25 

605.0 

-7 

4.9 

4.3 

11.1 

10 

5.51 

MPUTER  SOFTWARE  &  SERVICES 

tOUP  COMPOSITE 

5187.6 

20 

18841.5 

16 

435.7 

-3 

1653.7 

14 

8.4 

10.3 

19.6 

23 

1.67 

jtomatic  Data  Processing  (6) 

425.1** 

3 

1736.0 

3 

53.2 

7 

219.7 

12 

12.5 

12.1 

21.5 

20 

3.04 

imdisco 

530.0** 

16 

2007.0 

1  4 

23.0 

-8 

83.0 

-25 

4.3 

5.5 

14.1 

13 

2.09 

>mputer  Associates  International  (9)  381 .4 

10 

1310.7 

2 

63.5 

-10 

162.0 

22 

16  7 

20.3 

14.9 

10 

0.87 

>mputer  Sciences  (9} 

434.2 

18 

1679.3 

16 

16.6 

12 

68.0 

16 

3.8 

4.0 

1  3  9 

14 

4.22 

;ctronic  Data  Systems 

1684.3 

19 

6021.7 

12 

133.4 

12 

496.9 

14 

7.9 

8.5 

22.8 

20 

2.08 

ergraph 

304.2 

25 

1044.6 

21 

19.0 

-18 

62.6 

-21 

6.2 

9.5 

9.4 

15 

1.28 

tus  Development 

186.4 

24 

684.5 

23 

-31.6 

NM 

23.3 

-66 

NM 

19.6 

6.7 

40 

0.54 

icrosof  t  (6) 

460.5 

53 

1477  8 

55 

1 12.9 

52 

355.6 

69 

24.5 

24.8 

31.8 

35 

2  89 

Dvell  (2| 

140.5 

27 

497.5 

18 

32.6 

128 

94.3 

94 

23.2 

12.9 

23.7 

35 

1.36 

racle  Systems  (7) 

268.7 

29 

1058.9 

40 

6.7 

-65 

57.4 

-35 

2.5 

9.1 

15.3 

20 

0.41 

feguard  Scientifics 

137.7 

26 

449.1 

17 

3.1 

282 

15.6 

114 

2.3 

0.8 

19.9 

4 

3.03 

jlmont  Industries 

234.7 

9 

874.4 

1 1 

3.3 

-48 

15.6 

-25 

1.4 

2.9 

14.2 

13 

1.34 
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COMPANY 


SALES 


PROFITS 


4TH  CHANGE 

QUARTER  FROM 
1990  1989 
$  Mil  X 


12 

MONTHS 
1990 
$  MIL 


CHANGE 
FROM 
1989 


4TH 
QUARTER 
1990 
$  MIL 


CHANGE 
FROM 
1989 


12 

MONTHS 
1990 
$  MIL 


MARGINS 

CHANGE        4TH  4TH 
FROM      QUARTER  QUARTER 
1989  1990  1989 


RETURN  ON 
COMMON 

EQUITY  PRICE- 

12  MONTHS  EARNINGS 

ENDING  RATIO 

12-31  2-28 


12 

MONT 
EARNItj 


i  PAPER  &  FOREST  PRODUCTS 


INDUSTRY  COMPOSITE 

18641.1 

4 

75622.5 

6 

355.6 

-62 

3277.9 

-32 

1.9 

5.2 

9.8 

13 

2.9: 

(a)  FOREST  PRODUCTS 

6983.9 

_  | 

29573.4 

4 

1 34.0 

—27 

IAEA  JT. 

-oo 

1  o 

in  t% 

1  9 

1  m 

Boise  Cascade 

1015.2 

-5 

4185.9 

-4 

4.8 

-91 

75.3 

-72 

0.5 

4.8 

4.8 

16 

l  6: 

Georgia-Pacific 

30570 

25 

12665.0 

25 

62.0 

-61 

365.0 

-45 

2.0 

6.4 

12.4 

10 

4  21 

Louisiana-Pacific 

366.1 

-28 

1793.3 

-1  1 

-3.9 

NM 

91.1 

-53 

NM 

10.4 

7.7 

13 

2  4< 

Weyerhaeuser 

2085.9 

1 9 

9024.3 

1  1 

58.8 

NM 

393.7 

1  5 

2.8 

NM 

9.8 

1 3 

i  8; 

Willamette  Industries 

459.7 

-3 

1904.9 

1 

1 2.2 

-76 

1 29.6 

-32 

2.7 

10.8 

13. 1 

1 0 

5.  K 

(b)  PAPER 

GROUP  COMPOSITE 

11657.3 

8 

46049.2 

7 

221.6 

-70 

2223.2 

-30 

1.9 

6.9 

9.7 

14 

3.IC 

Bowater 

353  3 

-4 

1380.4 

-5 

18.3 

-43 

87.4 

40 

5.2 

8.8 

8.9 

1 1 

2  3C 

Champion  International 

1251.8 

1 

5089.9 

-1 

26.9 

-74 

222.6 

-49 

2.2 

8.1 

5.3 

12 

2  1  1 

Chesapeake 

198.8 

-3 

841.1 

3 

1.8 

-83 

16.7 

-65 

0.9 

5.0 

5.3 

20 

0  81 

Consolidated  Papers 

234.4 

-4 

948.8 

0 

30.2 

-32 

14?  5 

-15 

12.9 

18.3 

15.5 

12 

3  27 

Fort  Howard 

292.3 

8 

1 151.2 

9 

-29.8 

NM 

1 06  2 

NM 

NM 

NM 

NM 

NA 

23  65 

Glatfelter(P.  H.) 

158.4 

1  1 

625.4 

4 

25.9 

20 

88.3 

-5 

16.4 

15.1 

21.0 

13 

3.761 

International  Paper 

3300.0 

1  3 

12973.0 

14 

23.0 

-88 

569.0 

-34 

0.7 

6.8 

10.2 

12 

5  21 

Kimberly-Clark 

1646.2 

13 

6407.3 

12 

1 1 1.2 

1 

432.1 

2 

6.8 

7.6 

19.1 

16 

5  4C 

Mead 

1  135.6 

5 

4772.4 

3 

-39.5 

NM 

106.4 

-51 

NM 

2.9 

6.2 

18 

1  7  1 

Potlatch 

290.7 

-8 

1252.9 

2 

4.6 

-89 

98.6 

-28 

1.6 

12.7 

11.0 

10 

3  41 

Scott  Paper 

1431.0 

1  1 

5356.3 

6 

-51.5 

NM 

148.0 

-61 

NM 

5.5 

6.6 

23 

2  01 

Union  Camp 

715.4 

6 

2839.7 

3 

52.2 

16 

229.6 

-23 

7.3 

9.2 

12.4 

13 

3.35 

Westvaco  (2| 

649.4 

8 

2410.8 

6 

48.3 

-21 

188.2 

-16 

7.4 

10.1 

1 1.6 

10 

2.90 

20PUBLISHING  &  BROADCASTING 

INDUSTRY  COMPOSITE 

14222.2 

5 

51925.7 

14 

456.7 

-9 

2425.6 

-26 

3.2 

3.7 

6.9 

37 

1.161 

(a)  BROADCASTING 

GROUP  COMPOSITE 

3544.0 

7 

12742.9 

12 

-74.9 

NM 

584.3 

-44 

NM 

7.3 

8.6 

41 

1.32 

American  TV  &  Communications 

286.0 

12 

1 105.8 

14 

33.1 

26 

120.4 

27 

1 1.6 

10.3 

24.4 

37 

1.10 

Capital  Cities/ABC 

1551.2 

3 

5385.6 

9 

157.5 

-14 

477.8 

-2 

10.2 

12.1 

14.6 

18 

27.711 

CBS 

919.7 

6 

3261.2 

10 

-175.3 

MM 

91.5 

-69 

NM 

6.9 

3.1 

46 

3.55| 

Turner  Broadcasting 

356.5 

22 

1390.6 

31 

-2.7 

NM 

-15.6 

NM 

NM 

1  1 

NM 

NM 

-0.42J 

Viacom 

4 3D  5 

12 

1599.6 

1  1 

-87.4 

NM 

-89.8 

NM 

NM 

NM 

19  8 

NM 

-0.84 

lb)  PUBLISHING 

GROUP  COMPOSITE 

10678.2 

4 

39182.9 

15 

531.6 

107 

1841.4 

-17 

5.0 

2.5 

6.4 

35 

i.io  ; 

Affiliated  Publications 

139  8 

-6 

536.0 

-2 

6.3 

-55 

24.2 

-45 

4,5 

9.3 

1  1.4 

26 

0.35 1 

Commerce  Clearing  House 

166.7 

8 

716.1 

6 

0.3 

tJM. 

40.7 

18 

0.2 

NM 

17.4 

22 

2.29 

Dow  Jones 

442.9 

1 

1720.1 

2 

23.4 

41 

106.9 

-66 

5.3 

9.1 

7.5 

25 

1.06 1 

Dun  &  Bradstreet 

1312.0 

13 

4817.7 

1 1 

135.2 

-2 

508.2 

-13 

10.3 

11.8 

24.4 

16 

2.80 

Gannett 

904.6 

-7 

3441.6 

-2 

1 17.3 

-8 

377.0 

-5 

13.0 

13.2 

18  6 

17 

2.36  : 

Knight-Ridder 

588.0 

-3 

2305.2 

2 

42.0 

-24 

149.0 

-17 

7  1 

9.1 

17.2 

17 

2.94 

McGraw-Hill 

558.1 

8 

1938.6 

8 

51.4 

NM 

172.5 

333 

9.2 

NM 

19.6 

16 

3.53  i 

Media  General 

155.7 

-1 

613.7 

3 

3.1 

NM 

25  5 

23 

2.0 

NM 

9.3 

22 

0.98  </ 

Meredith  (6) 

1 90  8 

-1 

739.1 

10 

1.6 

-81 

-4.8 

NM 

0.9 

4.5 

-1.4 

NM 

-0.20 

New  York  Times 

456.0 

-3 

1776.8 

0 

12.2 

NM 

64.8 

-5 

2.7 

NM 

6  1 

26 

0.85 

Readers  Digest  Association  (6) 

645.7 

2  1 

2193.7 

16 

55.7 

9 

185.2 

1 1 

8.6 

9  5 

26.4 

22 

1.54 

Scripps(E.  W.) 

345.5 

0 

1296.6 

2 

21.0 

-32 

48.0 

-46 

6.1 

9.0 

7.3 

33 

0  63 

Time  Warner 

3291.0 

6 

1  1517.0 

51 

-34.0 

NM 

-227.0 

NM 

NM 

NM 

-12.5 

NM 

-13.67 

Times  Mirror 

956.5** 

2 

3633.2 

3 

45.6 

-38 

180.5 

-39 

4.8 

7  9 

9.5 

21 

1.40 

Washington  Post 

369.4 

3 

1438.6 

0 

42.1 

-18 

174.6 

-12 

1  1.4 

13.4 

20.1 

16 

14.45 

Western  Publishing  Group  l) 

155.7** 

-4 

498.9 

-3 

8  4 

-34 

16.2 

-33 

5.4 

7  8 

7.9 

16 

0.74 

2i  SERVICE  INDUSTRIES 

INDUSTRY  COMPOSITE 

16221.4 

18 

59057.3 

15 

767.1 

7 

2817.1 

8 

4.7 

5.2 

16.6 

21 

1.58 

(a)  CONSTRUCTION  &  ENGINEERING 

GROUP  COMPOSITE 

4327.5 

19 

16034.2 

16 

108.7 

23 

368.7 

19 

2.5 

2.4 

14.6 

21 

1.79 

Apogee  Enterprises  |10) 

1  57  3 

2 

605.7 

8 

4.7 

56 

18.0 

39 

3.0 

1.9 

16.9 

13 

1.32 

EG&G 

614.1 

45 

2474.3 

50 

21.1 

10 

74.0 

6 

3.4 

4.5 

21.4 

14 

2.60 

Fluor  (2) 

1970.9 

18 

7446.3 

19 

40.7 

40 

138.9 

28 

2.1 

1  7 

16.1 

27 

1.71 

Foster  Wheeler 

517.7 

59 

1661.1 

34 

1  ]  1 

15 

38.3 

14 

2.1 

3.0 

7.6 

27 

1.08 

Granite  Construction 

158.7 

-3 

558.0 

1 1 

6.7 

2 

1 8.8 

32 

4.2 

4.0 

14.9 

14 

1.70 

Jacobs  Engineering  Group 

262.9 

24 

933.1 

1  1 

4  6 

41 

15.7 

37 

1.8 

1.6 

18.0 

24 

1.38  1 

Morrison  Knudsen 

455.0 

-17 

1652.7 

-24 

11.0 

3 

34.5 

7 

2.4 

1.9 

13.0 

19 

2.90 

Zurn  Industries  (9) 

1 90  8 

33 

703.0 

21 

8  8 

34 

30.6 

12 

4.6 

4.6 

13.4 

15 

2.45 

lb)  IND4'  "TRIAL DISTRIBUTION 

GROUV  COMPOSITE 

3565.0 

8 

14150.2 

7 

124.9 

-17 

532.5 

-7 

3.5 

4.6 

13.8 

18 

1.83  { 

Arrow  Electronics 

236.2 

-1 

970.9 

5 

1.9 

13 

10.1 

214 

0.8 

0.7 

3.6 

12 

0.44 

Avnet  (61 

435.9 

1 

1756.4 

-3 

15.4 

8 

56.6 

-11 

3.5 

3.9 

7.2 

18 

1.58 

Bearings  16) 

203.2 

28 

745.1 

15 

0.7 

-83 

5.6 

-70 

0.3 

2.6 

4.2 

23 

0.79 

Genuine  Parts 

793.2 

4 

3319.4 

5 

55.9 

3 

206.6 

4 

7.0 

7.1 

20  5 

15 

2.68  i 
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COMPANY  SALES   PROFITS  

MARGINS         RETURN  ON 

COMMON  12 


4TH 

CHANG 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1 2  MONTHS 

EARNINGS 

EARNINGS 

1989 

1990 

1989 

1990 

1989 

1990 

1989 

1990 

1989 

ENDING 

RATIO 

PER 

$  mil 

S  MIL. 

$  MIL. 

S  MIL. 

% 

% 

12-31 

2-28 

SHARE 

Setty  Petroleum  mi 

316.2 

12 

1  188.0 

6 

-17.2 

NM 

-12.7 

NM 

NM 

2.6 

-13.8 

NM 

-0.98 

Grainger  (W.  W.) 

488.6 

9 

1935.2 

12 

34.3 

5 

126.8 

6 

7.0 

7.3 

16.0 

16 

4.62 

Marshall  Industries 

149.6 

15 

581.7 

10 

4.3 

-9 

20.0 

3 

2.8 

3.6 

13.3 

1  1 

2.34 

Office  Depot 

181.1 

74 

625.8 

99 

2.6 

61 

9.7 

63 

1.5 

1 .6 

8.9 

39 

0.60 

Premier  Industrial 

162.6 

5 

639  4 

4 

19.9 

6 

76  6 

6 

12.2 

12.2 

28.2 

22 

1.33 

Jnited  Stationers  i 

245.3 

0 

993.8 

2 

2.6 

-30 

11.8 

-45 

1.1 

1.5 

6.6 

14 

0.76 

Jnivar(iO) 

353.1 

1 

1  394  5 

1 

4.6 

-21 

21  5 

3 

1.3 

1.7 

14.8 

1  1 

1.21 

POLLUTION  CONTROL 

GROUP  COMPOSITE 

3226.9 

42 

10835.3 

28 

308.1 

16 

1 145.5 

15 

9.5 

1 1.7 

20.2 

24 

1.34 

American  Capital  &  Research 

180.5 

28 

582.1 

25 

3.8 

68 

12.8 

61 

2.1 

1.6 

14.7 

23 

0.66 

Jrowning-Ferris  Industries  13) 

801.8 

15 

3071.8 

17 

60.8 

-13 

247.8 

13 

/  6 

10.0 

21.3 

17 

1.62 

Chemical  Waste  Management 

388.0 

63 

1147.0 

29 

47.8 

IB 

175.6 

22 

12.3 

17.0 

19.1 

28 

0.85 

Waste  Management 

1856.6 

55 

6034.4 

35 

195.6 

28 

709.3 

26 

10.5 

12.8 

20.3 

26 

1 .49 

PRINTING  &  ADVERTISING 

GROUP  COMPOSITE 

2312.2 

17 

7755.4 

12 

132.8 

5 

419.0 

8 

5.7 

6.4 

16.2 

15 

2.48 

Advo-System  p> 

1  60  6 

-2 

652.1 

4 

4.5 

23 

17.2 

63 

2.8 

2.2 

29  9 

14 

1.00 

Santa 

143.5 

7 

577.6 

12 

6.7 

15 

29.4 

14 

4.6 

4  3 

14.6 

1  1 

2.29 

Jonnelley  (R.  R.)  &  Sons 

1 1 15.3 

24 

3497.9 

1  2 

68.2 

0 

22  5  8 

2 

6  1 

7  6 

14.6 

1  5 

2.91 

Srey  Advertising 

143.8 

27 

481.3 

1  / 

3.9 

3 

14  6 

5 

2  / 

3.6 

13.5 

1  2 

10.97 

nterpublic  Group 

425.2** 

12 

1368.2 

9 

32.4 

19 

80.1 

13 

7.6 

7.2 

20.2 

17 

2.38 

Omnicom  Group 

323.8 

1 1 

1 178.2 

17 

17.1 

0 

52.0 

1 1 

5.3 

5.9 

18.6 

13 

2  0  1 

OTHER  SERVICES 

GROUP  COMPOSITE 

2789.8 

10 

10282.3 

14 

92.6 

8 

351.4 

6 

3.3 

3.4 

14.8 

19 

1.34 

Adia  Services 

167.8** 

6 

666.2 

10 

2.6 

-43 

17.5 

-14 

1  5 

2.8 

9.7 

15 

1.41 

^ir  &  \fVoter  Technologies  (2) 

1 78  2 

1 9 

610  5 

2  7 

6  5 

]  c 

3  2 

66 

0  35 

\mericon  Building  AAointenonce  (2] 

1 76  5 

679  1 

3  2 

1 3 

9  8 

1 3 

1  ft. 

12  4 

1  3 

2  48 

CDI 

222.3 

-4 

921.2 

4 

1  5 

-73 

12.0 

-45 

0.7 

2.4 

10.8 

14 

0  61 

Handleman  (8) 

218.1 

6 

748.6 

10 

11.5 

13 

34.4 

-21 

5.3 

6.5 

14.9 

1  1 

1  05 

JWP 

779.7 

19 

2827.3 

40 

16.1 

16 

59.3 

2/ 

2.1 

2.1 

16.3 

14 

1.56 

<elly  Services 

361.8 

3 

1470.5 

7 

16.3 

-2 

71.2 

1 

4.5 

4.7 

21.9 

17 

2.37 

Olsten 

166.6** 

14 

623.2 

7 

0.1 

-97 

12.4 

-31 

0.1 

2.7 

12.2 

19 

0.80 

'inkerton's 

180.5 

-3 

583.6 

-4 

3.6 

39 

9.4 

49 

2.0 

1.4 

23.6 

15 

1.56 

Safety-Kleen 

193.9 

24 

589.0 

23 

19.9 

29 

55.2 

20 

10.3 

9.9 

18.3 

30 

1.58 

Service  Corp.  International 

144.5 

6 

563.2 

9 

1  5  1 

31 

63.5 

19 

10.5 

8.5 

14.4 

20 

1.28 

TELECOMMUNICATIONS 

NDUSTRY  COMPOSITE 

42507.9 

5 

163533.6 

5 

3174.8 

-3 

14525.6 

4 

7.5 

8.1 

14.6 

15 

2.64 

EQUIPMENT  &  SERVICES 

GROUP  COMPOSITE 

14917.2 

10 

56098.0 

7 

807.8 

-11 

3807.4 

10 

5.4 

6.7 

18.0 

14 

1.97 

American  Telephone  &  Telegraph 

9964.0 

7 

37285.0 

3 

698.0 

-1 

2735.0 

1 

7,0 

7.6 

19.4 

1  3 

2.51 

JSC  Communications 

154.6 

20 

519.3 

21 

-0.6 

MM 

20.3 

-40 

NM 

9.6 

7.5 

1  5 

0.47 

\AcCaw  Cellular  Communications 

299.4 

97 

1037.5 

106 

-1 15.3 

NM 

423.7 

NM 

NM 

NM 

17.1 

1  1 

2.04 

\AC\  Communications 

2003.0 

17 

7680.0 

19 

127.0 

-1  1 

299.0 

-50 

6.3 

8.4 

12.3 

25 

1.06 

»acif  ic  Telecom 

202.5 

48 

638.0 

19 

27.5 

46 

95.4 

27 

13.6 

13.7 

17.4 

12 

2.46 

Jnited  Telecommunications 

2150.0 

7 

8345.1 

1 1 

70.8 

-30 

308.7 

-15 

3.3 

5.1 

13.6 

17 

1.43 

Western  Union 

143.7 

-9 

593.0 

-7 

0.4 

NM 

-74.8 

NM 

0.3 

NM 

NM 

NM 

-0  70 

rELEPHONE  COMPANIES 

GROUP  COMPOSITE 

27590.7 

3 

107435.6 

4 

2366.9 

0 

10718.2 

2 

8.6 

8.9 

13.7 

15 

3.00 

Alltel 

403  5 

4 

1573.8 

8 

55.7 

17 

192  3 

10 

13.8 

12.3 

iv  0 

16 

2.35 

Ameritech 

2694.5 

4 

10662.5 

4 

286.8 

14 

1253.8 

1 

1  0  6 

12.7 

16.4 

14 

4.73 

Bell  Atlantic 

3105.2 

8 

12298.0 

7 

236.0 

308 

1312.5 

22 

7.6 

2.0 

14.7 

14 

3.38 

BellSouth 

3650.3 

1 

14345.4 

3 

360.2 

-23 

1631.5 

-4 

9.9 

13.0 

12.9 

16 

3.38 

Zentel 

284.3 

7 

1 149.0 

12 

10.0 

123 

47.1 

NM 

3.5 

1.7 

4.3 

60 

0.54 

Cincinnati  Bell 

283.0 

2  5 

1012.9 

13 

25.3 

1  1 

91.0 

-4 

8  9 

10.0 

15.5 

16 

1.44 

Contel 

898.0 

8 

3423.0 

10 

59.0 

-24 

187.0 

33 

6  6 

9  4 

1 1.2 

33 

1.17 

GTE 

4740.0 

3 

18374.0 

5 

413.0 

5 

1541.0 

9 

8.7 

8.5 

17.8 

14 

2.26 

Mynex 

3442.8 

2 

13591.6 

3 

60.7 

NM 

949.4 

18 

1.8 

NM 

10.3 

16 

4.78 

Pacific  Telesis  Group 

2441.0 

-1 

9716.0 

1 

196.0 

-39 

1030.0 

-17 

8  0 

1  3  0 

14.0 

16 

2.58 

Rochester  Telephone 

157.7 

5 

600.0 

4 

13.0 

13 

49.7 

-8 

8.3 

7.7 

11.5 

16 

1.72 

Southern  New  England  Telecomms.      406. 1  ** 

-4 

1619.3 

-3 

35.7 

-13 

132.1 

-30 

8  8 

9.7 

1 1.9 

15 

2.17 

Southwestern  Bell 

2446.3 

5 

91 12.9 

4 

267.5 

-10 

1 101.4 

1 

10.9 

12  8 

12.9 

15 

3.67 

US  West 

2637.8 

4 

9957.3 

3 

348.0 

1 

1 198.9 

8 

13.2 

13.6 

13.0 

12 

3.11 

TRANSPORTATION 

INDUSTRY  COMPOSITE 

27584.2 

9 

106730.0 

8 

-225.7 

NM 

1866.3 

-52 

NM 

1.2 

4.7 

28 

1.28 

AIRLINES 

GROUP  COMPOSITE 

10665.4 

14 

42228.0 

10 

-926.6 

NM 

-705.3 

NM 

NM 

NM 

-7.2 

NM 

-3.02 

Alaska  Air  Group 

257.2 

15 

1047.0 

14 

-10.1 

NM 

17.2 

-60 

NM 

1.1 

4.0 

27 

0.82 

America  West  Airlines 

346.2 

24 

1315.8 

32 

-58.3 

NM 

-76.7 

NM 

NM 

0.3 

NM 

NM 

-3.99 

AMR 

3002.3 

16 

1 1719.6 

12 

-215.1 

NM 

-39.6 

NM 

NM 

1.5 

-1.0 

NM 

-0.64 

Delta  Air  Lines  - 

2129.7 

4 

8707.4 

2 

-207.8 

NM 

-154.0 

NM 

NM 

3.1 

-7.6 

NM 

-4.18 

Midway  Airlines 

161.0 

26 

655.4 

33 

Ho  1 

NM 

-139.2 

NM 
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THE  POWER  OF  BELIEF:  #6  in  a  series 


If  you  don't  like  surprises, 

you're  living  in  the  wrong  century. 


At  Motorola 


we  don't  just  anticipate  surprises.  We 


go  out  to  find  them.  ■  Our  experience  in 


committing  to 


ft 


new  ideas  gives  us  the 


conviction  needed  to  act,  filling  the  needs  of 

'■off 

a  fast-moving  world.  ■Today,  for  example, 
our  new  SECTEE  secure  telephones  adapt 
digital  encryption  technology  to  meet  a 


SECTEL  telephone  systems  protect  confidentiality,  at  the  push 
if  a  button,  your  voice,  fax  or  computer 
transmission  "goes  secure." 


growing  need  for 
confidentiality  in 


Winner  1988 


Malcolm  Baldrige 

National 
Quality 
Award 


business  communications.  ■For  the 
future,  new  /^Motorola  technology 


IRIDIUM  is  a  low 
earth  orbit  satellite 
nelworit  intended  to 
bring  personal  portable 
communications 
to  the  world. 


is  being  designed  to  provide  navigation  and 
route  guidance  products  for  your  car;  our 
satellite-based  IRIDIUM™  system  is  intended 


to  bring  personal  com- 
munications to  every 
square  inch  of  the  earth. 


V'V  %>.»■• 


Motorola's  Intelligent  Vehicle  Highway  System  products  ore 
being  designed  to  help  you  pick  the  best  route  to  your 
destination,  based  on  real-time  road  and  traffic  conditions. 


Today's  surprises  are  tomorrow's  businesses. 


For  us,  and  for 


our  customers. 


Building  On  Beliefs 


®  .  IRIDIUM.  Motorola  and  SECTEL  are  trademarks  ol  Motorola.  Inc  ©1991  Motorola,  Inc 
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Who  offers  long  term  care 
insurance  that  protects 
your  lifestyle  best? 
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T  :m  'a  lib 
6c 

I     :•  1  :n:  :  •nr-;i  -.;-  4 
Caiaate-  ^aimBiiwe  6d 
Jain-     :.:ir  14c 
Cauimptc  Sea  246 
GDBaBBD  1  3< 
i  !  3b 


Camntema  f\rrzj'-  1  66 
I  3b 

Comrnonwealtt  I  z.  24a 
lommtor  b46 
.  a"i;tn;      :im;i,'tr    1  3b 
Compute-  Auaciatf   1  3c 
Campute-  b=«»n;r   1  3c 

.  .  1  Ofe 
Cotifw  ^BnaiwQ:   1  3b 

I  ;    1  Tb 

ten  24c 

Catu  ^-reiatitwp*-:  23d 
-  -.  2A-B 
Catualiaan*:  ;  a;**--  16b 
Cotaaiiapw;  f  a.  23b 
Camaioaiod  Stawes  3 

anrr  22b 
Cammenta  bam  36 
Canttnenta  1  Tb 

Ganba  I'^tr  1  3b 

Cacipe-  hipustrw  6e 

-  b  fcuppr  2c 


Ca3"?  tAaaipn  6c 
CotcSiam  f  manna  3c 

a-iin;  1  5a 
Caster  **'ha*M34f  S 
CTC  mtemanana  >Ob 
Cname  15a) 

■1  t-i 

Cf  itp  rmoncia  3c 
Cott-atis  bavmp:  17c 
Ct>«*T.  Centro  lib 
Crown  Cat  b  Sea  7  a 
a'o  6a 

SI  23k 

Cummim  rnpew  2a 
lii-ii.t-  buti  ' aar  lOt 
C  vttapi  maustrte:  1  6b 
;  >-3-.-  *nmrrai  16c 
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UNUM. 
at's  who. 


i  X 


UNUM.  You  benefit  from  long  term  care 
plans  that  meet  your  personal  needs  or  the 
needs  of  current  and  retired  employees. 
Plans  designed  by  the  nation's  leading 
disability  insurer. 

UNUM.  You  preserve  an  independent 
lifestyle  because  your  benefits  can  pay  for  a 
wide  range  of  services  not  covered  by  private 
health  insurance,  Medicare,  Medicaid  or  even 
Medigap  insurance. 

UNUM.  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits, 
retirement  and  long  term  care  plans. 


bu  can  count  on  what  we  know. 


UNUM  Life  Insurance  Company,  Portland,  Maine  04122  (Retirement  products  available  only  through 
this  company).  UNUM  Life  Insurance  Company  of  America,  Portland,  Maine  04122  (all  states  except 
New  York),  First  UNUM  Life  Insurance  Company,  Tarrytown,  New  York  10591  (New  York  State  only). 
©  1990  UNUM  Life  Insurance  Company 

1-800-634-8026 


When  ROLM  sent  John  Axselle 
back  to  school,  he  asked  questions  that  got 
a  whole  campus  talking. 


When  ROLM"  sales  rep  John  Axselle  arrived  at  Virginia  Tech, 
he  knew  he  was  in  for  a  lot  of  homework. 

His  assignment?  To  design  an  integrated  voice  and  data 
system  linking  three  facilities:  the  library,  the  mainframe 
computer  center  and  a  campus-wide  system  of  PCs. 

As  could  be  expected  of  one  of  America's  leading  re- 
search institutions,  the  solution  began  with  questions.  John 
asked  a  lot  of  them,  and,  in  conjunction  with  VirginiaTech's 
Communications  Resources  Department,  was  able  to 
uncover  the  telecommunications  needs  of  the 


university's  entire  28,000  member  academic  community. 

From  the  multitude  of  questions  came  a  singular 
answer.  The  ROLM  9751,  which  integrated  three  separate 
entities  into  one  powerful  learning  tool. 

Soon,  students  were  able  to  access  library  research 
materials  from  personal  computers  in  their  dorm  rooms. 
Professors  and  students  alike  were  conducting  electronic 
bull  sessions  with  their  counterparts  around  campus  and 
around  the  world.  And  one  day,  students  will  be  able  to  take  a 
morning  class  at  the  Sorbonne  and  attend  an  afternoon  lec- 
ture at  Oxford.  All  without  leaving  campus.  And  all  thanks 
to  the  ROLM  9751. 

Could  John  Axselle  have  sold  a  system  without  all  of  his 
questions?  Probably.  It's  done  every  day.  Could  he  have  helped 
design  a  system  specifically  matched  to  the  campus-wide 
needs  of  Virginia  Tech?  Definitely  not.  And  that's  a  lesson 
that  shouldn't  be  lost  on  you  the  next  time  you're  considering 
a  telecommunications  company. 

For  more  information,  call  ROLM  at  1-800-624-8999 


ext.  235,  or  your  authorized  ROLM  Business  Partner. 

An  IBM  and  Siemens  Company 

We  ask  better  questions.  You  get  better  answers. 


®  HO/.AI  is  d  regiucred  trademark  „l  HUI  M  Systemi  ©  1990  HOI  M  Company 


PHABETICAL  LIST  OF  COMPANIES 

number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


Freeport-McMoRan  4 
Fruit  of  the  Loom  6a 
Fuller  (H.  B  )  4 

G 


Gonnert  20b 
Gap  8 
Gafx  23c 

Goylord  Container  7b 
Geico  1  7b 
GenCorp  1 
General  Cinema  5 
General  Dynamics  1 
General  Electric  5 
General  Mills  10b 
General  Motors  2a 
General  Public  Uts  24a 
General  Re  I  7b 
General  Signal  9c 
Genuine  Parts  21b 
Georgia  Gulf  4 
Georgia-Pacific  19a 
Gerber  Products  10b 
G«-tty  Petroleum  21b 
Giant  Food  10c 
Gibson  Greetings  14d 
Gillette  6d 
Gitano  Group  6a 
Glatfelter  (P.  H.)  19b 
Glenfed  17c 
GM  Hughes  Elecronics  9b 
Golden  Nugget  14c 
Golden  West  17c 
Goldome  1 7c 
Goodrich  (B.  F.)  4 
Goodyear  Tire  &  Rubber  2c 
Goulds  Pumps  1  5c 
Grace  (W.  R  |  4 
Grace  Energy  1  1 C 
Grainger  (W.  W  )  21b 
Granite  Construction  21a 
Great  American  Mgmt.  4 
Great  A&P  10c 
Great  Lakes  Chemical  4 
Great  Western  1  7c 
Grey  Adversiting  2  1  d) 
Greyhound  Dial  5 
Grossman's  8 
Grumman  1 
GTE  22b 

Gulf  States  Utilities  24a 

H 


Halliburton  1  1c 
Handleman  21e 
Handy  &  Harman  1  6c 
Hanna  (M.  A.}  4 
Hannaford  Brothers  10c 
Harley-Davidson  14d 
Harmon  International  14d 
Harnischfeger  1  5< 
Harris  9b 
Harsco  1  5a 
Hartford  Steam  1  7b 
Hartmarx  6a 
Hasbro  14d 
Hawaiian  Electric  24a 
Hechinger  8 
Heinz  (H.  J  }  10b 
Helene  Curtis  Ind  6d 
Hercules  4 
Hershey  Foods  10b 
Hewlett-Packard  18b 
Highland  Superstores  6b 
Hillenbrand  1  5a 
Hillhoven  12c 
Hills  Department  Stores  8 
Hilton  Hotels  I4e 
Holly  lib 
Home  Depot  8 
Home  Shopping  8 
HomeFed  1  7c 
Homestake  Mining  16c 
HON  Industries  18a 
Honeywell  9c 
Hormel  (Geo.  A.)  10b 
Household  International  5 
Houston  Industries  24a 


IBC  Holdings  10b 
IBM  18b 
IBP  10b 

Illinois  Power  24a 
Illinois  Tool  Works  15a 
IMC  Fertilizer  4 
Imcera  Group  I  2d 
Imo  Industries  9c 
Imperial  Holly  10b 
Independent  Ins  17b 
Ingersoll-Rand  1  5c 
Ingles  Markets  10c 
Inland  Steel  16b 
Inspiration  Resources  16c 
Intel  9d 

Intelligent  Electronics  18a 
Interco  6b 
Interface  1  5d 
Intergraph  18c 
Interlake  1  5c 
Intermark  6b 
International  Flavors  6d 
Intl.  Multifoods  10b 
International  Paper  19b 
Interpublic  Group  21  d 
Itel  5 
ITT  5 


Hubbell  9a 
Hudson  Foods  10b 
Hughes  Supply  13a 
Humana  12c 
Hunt  (J  23d 
Huntington  Bancshares  3b 


Jacobs  Engineering  21a 
Jamesway  8 
Jefferson-Pilot  1 7b 
Johnson  &  Johnson  12d 
Johnson  Controls  9c 
Jostens  1  5a 
Joy  Technologies  1  5c 

jwp  2le 

K 


K  mart  8 
Kaman  1 

Kansas  City  Southern  23b 
Kansas  Power  24a 
Kaufman  &  Broad  13b 
Kellogg  10b 
Kellwood  6a 
Kelly  Services  21e 
Kemper  1  7b 
Kennametal  I  5b 
Kerr-McGee  lib 
KeyCorp  3a 
Kimball  International  6b 
Kimberly-Clark  19b 
King  World  14b 
Knight-R.dder  20b 
Kroger  10c 


L  A.  Gear  6a 
La-Z-Boy  Chair  6b 
Lafarge  13a 
Lancaster  Colony  1  5a 
Lance  10b 
Lands'  End  8 
leggett  &  Piatt  6b 
Leslie  Fa>  6a 
Lifetime  12c 
Lilly  (Eli)  12b 
Limited  8 

Litton  Industries  9b 
Liz  Claiborne  6a 
Lockheed  1 
Loctite  4 
Loews  1  7a 
Lone  Star  Techs  16b 
Long  Island  Lighting  24a 
Longs  Drug  Stores  12a 
Longview  Fibre  7b 
Loral  9b 

Lotus  Development  18c 


Louisiana  Land  lib 
Louisiana-Pacific  19a 
Lowe's  8 
LSI  Logic  9d 
LTV  5 
Lubnzol  4 
Lukens  1 6b 
Lyondell  4 

M 


Macy  (R.  H  )  8 
MagneTek  9a 
Manor  Care  12c 
Manufacturers  Hanover  3a 
Manufacturers  Natl  3b 
Manville  13a 
Mapco  lib 

Marion  Merrell  Dow  12b 

Mark  IV  Industries  1  5a 

Marriott  14c 

Marsh  &  McLennan  17a 

Marsh  Supermarkets  10c 

Marshall  Industries  21b 

Martin  Marietta  1 

Masco  6b 

Masco  Industries  2b 

Mattel  14d 

Maxtor  1  8b 

Moxus  Energy  lib 

Moxxam  1  6a 

May  Department  Stores  8 

Maytag  6b 

McCaw  Cellular  22a 

McCormick  10b 

McDermott  Intl.  1  5c 

McDonald's  14a 

McDonnell  Douglas  1 

McGraw-Hill  20b 

MCI  Communications  22a 

McKesson  12a 

MCN  24b 

Mead  19b 

Medco  Containment  12a 
Media  General  20b 
Medtronic  12d 
Mellon  Bank  3a 
Melville  8 
Mercantile  Stores  8 
Merck  12b 
Meredith  20b 
Meridian  Bancorp  3a 
Merrill  Lynch  1  7a 
Merry-Go-Round  8 
Meyer  (Fred)  8 
Michigan  National  3b 
MicroAge  1  8a 
Microsoft  18c 
Midlantic  3a 
Midway  Airlines  23a 
Midwest  Resources  24a 
Miller  (Herman)  18a 
Millipore  9c 
Minnesota  Mining  15a 
Mitchell  Energy  lib 
MNC  Financial  3a 
Mobil  1  lb 
Molex  9d 
Monsanto  4 
Morgan  (J  P.)  3a 
Morgan  Stanley  17a 
Morrison  14a 
Morrison  Knudsen  21a 
Morton  International  4 
Motorola  9b 
Murphy  Oil  1  I  b 

N 


Nacco  Industries  11a 
Nalco  Chemical  4 
Nash  Finch  10a 
Nashua  7b 
National  City  3b 
Natl.  Convenience  10c 
Notional  Fuel  Gas  24b 
National  Intergroup  5 
National  Medical  12c 
Notional  Semicond  9d 
Notional  Service  9a 


Navistar  International  2a 
NBD  Bancorp  3b 
NCH  6d 
NCNB  3c 
NCR  18b 

Neiman  Marcus  Group  8 
Nerco  11a 

New  England  Electric  24a 
New  York  State  E&G  24a 
New  York  Times  20b 
Newell  1  5a 
Newmont  Gold  16c 
Newmont  Mining  16c 
Niagara  Mohawk  24a 
Nicor  24b 
Nike  6a 

Nipsco  Industries  24a 
NL  Industries  4 
Nordstrom  8 
Norfolk  Southern  23b 
Nortek  1  5a 
Northeast  Utilities  24a 
Northern  States  24a 
Northern  Trust  3b 
Northrop  1 
Norwest  3b 
Novell  18c 
or  16b 
NWNL  17b 
Nynex  22b 

O 


Occidental  Pet  lib 
Office  Depot  21b 
Ogden  5 
Ohio  Eaison  24a 
Oklahoma  G&E  24a 
Olm4 
Olsten  21  e 
Omnicom  Group  2 1  d 
Oracle  Systems  18c 
Orion  Pictures  14b 
Oryx  Energy  lib 
Outboard  Marine  14d 
Owens  &  Minor  12d 
Owens-Corning  13a 
Oxford  Industries  6a 


Paccar  2a 

Pacific  Enterprises  24b 
Pacific  G&E  24a 
Pacific  Telecom  22a 
Pacific  Telesis  Group  22b 
Pacificare  Health  12c 
PaafiCorp  24a 
PaineWebber  Group  1  7a 
Pamida  Holdings  8 
Panhandle  Eastern  24b 
Paramount  Comms  14b 
Parker  Hannifin  1  5a 
Penn  Central  5 
Penn  Traffic  10c 
Penney  (J.  C.)  8 
Pennsylvania  Power  24a 
Pennzoil  lib 
Pentair  1  5c 
Peoples  Energy  24b 
Pep  Boys  8 
PepsiCo  6c 
Perini  13b 

Perkin-Elmer  9c 
Perry  Drug  Stores  12a 
Petrie  Stores  8 
Pfizer  12b 
Phelps  Dodge  16c 
PHH  23c 

Philadelphia  Electric  24a 
Philip  Morris  6c 
Phillips  Petroleum  lib 
Phillips-Van  Heusen  6a 
PHM  13b 
Pier  1  Imports  6b 
Pilgrim's  Pride  10b 
Pinkerton's  21e 
Pinnacle  West  24a 
Pitney  Bowes  18a 
Pittston  11a 


PNC  Financial  3a 
Polaroid  14d 
Portland  Generol  24a 
Potlatch  19b 
Potomac  Electric  24a 
PPG  Industries  13a 
Premark  International  5 
Premier  Industrial  21b 
Preston  23d 
Price  8 

Primerica  1  7a 
Procter  &  Gamble  6d 
Progressive  1  7b 
Promus  14c 
Provident  Life  17b 
PSI  Resources  24a 
PS  Co.  of  Colorado  24a 
Public  Service  Ent  24a 
Puget  Sound  Power  24a 

Q 


Quaker  Oats  10b 
Quaker  State  lib 
Quanex  1  6b 
Quantum  18b 
Quantum  Chemical  4 
QVC  Network  8 

R 


Ralston  Purina  10b 
Raychem  9a 
Raytheon  9b 
Readers  Digest  20b 
Reebok  International  6a 
Reliance  Group  17b 
Republic  New  York  3a 
Reynolds  &  Reynolds  18a 
Reynolds  Metals  16a 
Rhone-Poulenc  Rorer  12b 
Richfood  Holdings  10a 
Riser  Foods  10c 
Rite  Aid  12a 
RJR  Nabisco  6e 
Roadway  Services  23d 
Robertson  Ceco  15a 
Rochester  Telephone  22b 
Rockwell  International  5 
Rohm  &  Haas  4 
Rohr  Industries  1 
Rose's  Stores  8 
Ross  Stores  8 
Rubbermaid  1  5a 
Ruddick  10c 
Russell  6a 
Ryder  System  23c 
Rykoff-Sexton  10a 
Ryland  Group  13b 

s 


Safeco  1  7b 

Safeguard  Scientifics  18c 
Safety-Kleen  21  e 
Safeway  10c 
Salomon  1 7a 
San  Diego  G&E  24a 
Santa  Fe  Pacific  23b 
Saro  Lee  10b 
Savannah  Foods  10b 
Scana  24a 
SCEcorp  24a 
Schering-Plough  12b 
Schlumberger  1  1c 
Schulmon  (A.)  4 
Schwab  (Chorles)  17a 
SCI  Systems  9b 
Scott  Paper  19b 
Scnpps(E  W)20b 
Seagate  Technology  18b 
Sears,  Roebuck  8 
Seaway  Food  Town  10c 
Security  Pacific  3d 
Service  Corp.  Intl.  21  e 
Service  Merchandise  8 
Shaw  Industries  1  5d 
Shawmut  National  3a 
Sherwin-Williams  13a 
Shoney's  14a 
Sigma-Aldnch  12b 


Signet  Banking  3c 
Silicon  Graphics  18b 
Smith  (A.  O  )  2b 
Smith's  Food  &  Drug  10c 
Smithfield  Foods  10b 
Snar>  on  Tools  1  5b 
Society  3b 
Sonat  24b 
Sonoco  Products  7b 
Southeast  Banking  3c 
Southern  24a 
So.  New  Eng.  Tel  22b 
Southwest  Airlines  23a 
Southwest  Gas  24b 
Southwestern  Bell  22b 
Spiegel  8 

Springs  Industries  1  5d 
SPX  15b 

Square  D  9a 
St  Paul  17b 
Standard  Commercial  6e 
Standard  Federal  17c 
Standard  Products  2b 
Standard  Register  18a 
Stanhome  6d 
Stanley  Works  1  5b 
State  Street  Boston  3a 
Sterling  Chemicals  4 
Stewart  &  Stevenson  1  5c 
Stone  Container  7b 
Stop&  Shop  10c 
Storage  Technology  18b 
Strawbridge  &  Clothier  8 
Student  Loan  Mktg,  17a 
Sun  1  lb 

Sun  Microsystems  18b 
Sundstrand  1 
SunTrust  Banks  3c 
Super  Food  Services  10a 
Super  Rite  Foods  lOa 
Super  Valu  Stores  10a 
Supermarkets  Gen  10c 
Syntex  12b 
Sysco  10a 

T 


Tambrands  6d 
Tandem  Computers  18b 
Tandy  1  8b 
Teco  Energy  24a 
Tecumseh  Products  13a 
Tektronix  9c 
Teledyne  5 
Temple-Inland  7b 
Tenneco  5 
Terex  1  5c 

Tesoro  Petroleum  lib 
Texaco  lib 

Texas  Industries  13a 
Texas  Instruments  9d 
Texas  Utilities  24a 
Textron  5 

Thermo  Electron  24a 
Thiokol  1 

Thomas  &  Belts  9a 
Thorn  Apple  Valley  10b 
3M  1  5a 

Time  Warner  20b 
Times  Mirror  20b 
Timken  1  5c 
TJX  8 

Torchmark  1  7b 
Tosco  lib 
Toys  'R'  Us  8 
Transamerica  1  7a 
Transco  Energy  24b 
Travelers  17b 
Trinity  Industries  23c 
Tnnova  1  5a 
TRW  5 

Turner  Broadcasting  20a 
TW  Holdings  14a 
20th  Century  Inds.  17b 
Tyson  Foods  10b 

u 


U.  S.  Healthcare  12c 

U.  S.  Home  13b 

U.  S.  Shoe  8 

U.  S.  Surgical  12d 

UAL  23a 

UJB  Financial  3a 

Union  Camp  19b 

Union  Carbide  4 

Union  Electric  24a 

Union  Pacific  23b 

Union  Texas  lib 

Unisys  1  8b 

United  HealthCare  12c 

United  Stationers  21b 

United  Technologies  1 

United  Telecomms  22a 

2  1b 
Universal  6e 
Universal  Foods  10b 
Universal  Health  12c 
Unocal  lib 
Unocal  Exploration  lib 
UNUM  17b 
Upjohn  12b 
US  West  22b 
USAir  Group  23a 
USF&G  17b 
USG  13a 
USLife  17b 
UST  6e 
USX  5 

UtiliCorp  United  24a 


U.  S.  Bancorp  3d 


Valero  Energy  lib 
Valhi  5 

Valley  National  3d 
Vplmont  Industries  18c 
Valspar  13a 
Varian  Associates  9b 
Venture  Stores  8 
VF  6a 

Viacom  20a 

Village  Super  Market  10c 
Vista  Chemical  4 
Vulcan  Materials  13a 

w 


Waban  8 
Wal-Mart  Stores  8 
Walgreen  12a 
Wang  Laboratories  18b 
Warner-Lambert  12b 
Washington  Natl.  17b 
Washington  Post  20b 
Waste  Management  21c 
Weirton  Steel  1  6b 
Weis  Markels  10c 
Wellman  4 
Wells  Fargo  3d 
Wendy's  Intl.  14a 
Western  Digital  18b 
Western  Publishing  20b 
Western  Union  22a 
Westinghouse  Electric  9a 
Westmoreland  Coal  11a 
Westvaco  19b 
Wetterou  10a 
Weyerhaeuser  19a 
Wheelabrotor  Techs  24a 
Whirlpool  6b 
Whitman  5 
Wickes  1  5d 

Willamette  Industries  19a 
Williams  24b 
Winn-Dixie  Stores  10c 
Wisconsin  Energy  24a 
Witco  4 
Woolworth  8 
Worthington  Inds.  16b 
Wngley(Wm.)Jr.  10b 

XYZ 


Xerox  18b 

Yellow  Freight  23d 
Zenith  Electronics  6b 
Zurn  Industries  21a 
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CEO  CARPENTER:  "THE  NEXT 
TEA*  IS  GOING  TO  BE 
EXTREMELY  DIFFICULT 


CAN  GENERAL  SIGNAL  ESCAPE 
ITS  HIGH-TECH  HELL? 


Diversifying  into  glamour  industries  has  cost  it  plenty 


E 


dmund  M.  Carpenter  inherited  a 
hydra-headed  monster  when  he 
I  took  on  the  top  job  at  General  Sig- 
nal Corp.  in  1988.  Back  then,  the  compa- 
ny was  a  grab  bag  of  44  businesses 
ranging  from  telecommunications  gear 
to  subway  fare  boxes.  General  Signal 
had  also  just  finished  a  disastrous  foray 
into  high-tech  fields  such  as  semiconduc- 
tor-equipment manufacturing.  So.  Car- 
penter pulled  out  his  machete:  He  lopped 
off  $202  million  in  assets  and  reduced 
General  Signal's  work  force  by  20%. 

Today,  General  Signal  is  leaner, 
though  not  much  meaner.  Despite  inces- 
sant cost-cutting  and  a  new  corporate 
culture  where  even  the  chief  executive 
answers  his  own  phone,  the  red  ink  is 
flowing:  General  Signal  lost  a  record 
S32.9  million  last  year,  after  special 
charges  to  dispose  of  discontinued  oper- 
ations, on  flat  sales  of  SI. 7  billion. 


Carpenter  is  far  from  finished  selling 
off  pieces  of  General  Signal.  The  prob- 
lem these  days  is  finding  buyers.  Financ- 
ing for  acquisitions  has  all  but  dried 
up — and  Carpenter  is  stuck  with  a  port- 
folio of  businesses  in  industries  that 
aren't  likely  to  grow  much  in  the  near 
future.  Says  Carpenter:  "The  next  year 
is  going  to  be  extremely  difficult." 

Even  so,  Carpenter   

seems  intent  on  taking 
General  Signal  back  to 
its  low-tech  roots — if 
only  the  marketplace 
would  let  him.  Last 
year,  he  put  General 
Signal's  S130  million 
telecommunications  unit 
on  the  block,  but  he  still 
hasn't  found  a  suitor.  A 
buyout  of  one  semicon- 
ductor-equipment sub- 
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sidiary,  Ultratech  Stepper,  fell  throuii 
last  summer  when  the  buyers  couldt; 
get  financing.  Carpenter  has  to  sit  o; 
the  recession  before  he  can  get  rid  I 
some  of  his  problem  assets.  General  Si: 
nal  executives,  for  their  part,  are  puttir 
on  a  brave  face.  Says  Senior  Vice-Pre- 
dent  Peter  A.  Laing:  "You  play  the  hai} 
you're  dealt." 

Unfortunately,  it's  a  pretty  awfk 
hand.  General  Signal's  problems  nl 
much  deeper  than  its  secondary  subs" 
iaries:  The  company's  core  business, 
dustrial  and  electrical  controls,  is  hu 
ing  as  well.  The  recession  is  reduci 
demand  for  the  valves,  pumps,  and  oth 
gadgets  that  orchestrate  the  flow  of 
terial  used  to  make  paper,  chemicals, 
ment,  and  other  basic  manufactun 
products.  During  the  fourth  quarter 

1990,  operating  earnings  were  off  33% 
the  electrical  controls  division,  while  p 
cess  controls  were  off  19%.  Carpen 
expects  a  modest  35^  overall  growth 

1991,  much  of  that  coming  from  pn 
increases.  And  that's  a  tough  call  durir: 
an  economic  downturn. 

Carpenter  has  precious  few  other  oj 
tions.  General  Signal  is  hemmed  in  tj 
$395  million  in  debt — 47%  of  total  cap; 
tal — taken  on  during  a  stock  buyback 
1988.  "They  just  don't  have  much  fina 
cial  flexibility."  complains  one  large  ii 
stitutional  holder. 

faded  promise.  The  1980s  provided 
bitter  lesson  in  how  not  to  diversify  th; 
Carpenter  is  only  now  beginning  to  aj 
ply.  Under  former  CEO  David  T.  Kimbal 
General  Signal  tried  to  transform  itsel 
from  a  supplier  of  equipment  to  capiw 
goods  manufacturers  into  a  high-tee 
powerhouse.  Management  siphoned  casj 
from  its  more  prosaic  businesses,  sucj 
as  valves  and  transformers,  and  use] 
the  money  to  buy  its  way  into  the  therf 
promising  semiconductor-equipmerr 
field.  All  told,  General  Signal  spent  $24j 
million  to  buv  high-tech  operations  froa 
1985  to  1988. 

But  just  as  General  Signal  joined  the 
party,  the  Japanese  started  overrunning 
the  chip-equipment  industry.  Suddenh 
General  Signal  faced  the  grisly  prospetj 
of  slugging  it  out  with  cash-rich  Jap;{ 
nese  competitors  sucj 
as  Canon  Inc.  and  Niko' 
Corp.,  which  now  com 
mand  80^  of  the  ma:' 
ket.  With  its  high-tec- 
gambit  in  a  shambles] 
General  Signal  brougb 
in  Carpenter,  a  formej 
president  of  ITT  Cor] 
who  lost  out  in  a  powej 
struggle  there. 

Despite  the  problems- 
Carpenter   has  mad 
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Medical  studies  reveal. . . 


The  earlier  you  use  Rogain 

the  better  your 
chances  of  growing  hair. 


"My  hair's  completely  filled  in.  // 
It  was  amazing!  Early  treatment. . 


Rogaine  is  the  only  product  ever 
proven  to  grow  hair.  And  studies 
show  that  using  it  at  the  first  signs 
of  hair  loss  gives  you  the  best 
chance  that  it  will  grow  hair  for  you. 


What  are  the  early  warning 
signs  of  losing  hair? 

Everyone  loses  a  little  hair.  Fifty  to  80  hairs  a  day  is 
normal.  If  you're  losing  more  than  100  hairs  a  day  without 
normal  replacement,  the  first  sign 
will  often  be  thinning  of  the 
"crown"  at  the  top  of  your  scalp. 
See  your  doctor  when  you  first 
notice  it,  because  this  small  bald 
spot  can  grow  larger  over  time. 
Two  million  men  worldwide 
•/  may  no,  have  grown  any  hair   have  tried  Rogaine .  In  yearlong 
after  6  months,  but  most  of  my     clinical  tests  conducted  by  derma- 
hair-s  stopped  failing  out.  I'm     tojogists  at  27  medical  centers 

glad  I  got  to  the  doctor  fast.  ° 

— Luis  Silva,  20  nationwide,  virtually  half  (48%) 

of  the  men  who  tried  Rogaine  saw 
at  least  moderate  hair  regrowth. 
Thirty-six  percent  had  minimal 
regrowth  and  the  rest  (16%)  had 
no  regrowth. 

Doctors  also  found  that  it  usu- 
ally takes  4  months  or  more 
before  you  can  begin  to  evaluate 
your  use  of  Rogaine.  Side  effects 
were  minimal:  only  5%  of  the  men 
tested  had  itching  of  the  scalp. 


started  growing  in  under  2  months 
it  works!" — Jim  Wilets.  30 


Will  Rogaine  work  for  you? 

Only  your  dermatologist  or 
family  doctor  can  tell  you,  so  see 
one  soon.  The  sooner  you  get  your 
prescription  for  Rogaine  (which  is 
now  available  in  an  economical 
3-pack),  the  sooner  you  could  be 
growing  hair. 

For  more  information,  a  list  of  doctors  in  your  area  who 
can  help  you,  and  a  certificate  worth  $10  as  an  incentive  to 
visit  your  doctor,  call  the  toll-free  number  below. 

Send  in  the  coupon  or  call 

1800  772-0033  ext  679 

for  your  $10  certificate.  Soon. 

^  Fill  this  in  now.  Then,  start  to  fill  in  your  hair  loss. 

Mr.  Keith  Barton.  The  Upjohn  Company 
PO  Box  9040,  Opa  Locka,  Florida  33054-9944 
Dear  Mr.  Barton: 

Please  send  me  a  free  brochure,  full  of  information  on  how  to  treat  my 
hair  loss  with  Rogaine.  And  just  to  make  sure  I  don't  forget  to  go  to  my 
doctor  about  my  hair  loss,  please  send  me  a  list  of  doctors  who  can 
help  me  and  a  certificate  worth  $10  as  an  incentive  to  see  my  doctor. 
Thanks. 


"The  first  time  I  saw  hair  growing 
was  at  about  8  months.  I  hadn't 
lost  much. .  but  I'm  not  taking  any 
chances." — Tony  Vila 
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For  a  summary  of  product  information,  see  adjoining  page. 


Rogaine 

T&  ^minoxidil  2% 

The  only  product  proven  to  grow  hair. 


Rcrcaine 

sol™  ^-'minoxidil  2% 

The  only  product 
proven  to  grow  hair. 

What  it  ROGAINE? 

ROGAINE  Topical  Solution,  discovered  and  made  by  The  Upiohn  Company,  is  a  standardized  topical  (lor  use  only  on  the  skin) 
prescription  medication  proved  effective  for  the  long-term  treatment  of  male  pattern  baldness  ot  the  crown 

ROGAINE  is  the  only  topical  solution  ot  mmondii  Minoxidil  in  tablet  torm  has  been  used  since  i960  to  lower  blood  pressure 
The  use  ot  minoxidil  tablets  is  limited  to  treatmeni  of  patients  with  severe  high  blood  pressure  When  a  high  enough  dosage  m 
tablet  form  is  used  to  lower  blood  pressure,  certain  effects  that  merit  your  attention  may  occur  These  effects  appear  to  be  dose 
related 

Persons  who  use  ROGAINE  Topical  Solution  have  a  low  level  of  absorption  ot  minoxidil,  much  lower  than  that  of  persons 
bemg  treated  with  minoxidil  tablets  for  high  blood  pressure  Therefore,  the  likelihood  that  a  person  using  ROGAINE  Topical 
Solution  will  develop  the  effects  associated  with  minoxidil  tablets  is  very  small  in  tact,  none  ot  these  effects  has  been  directly 
attributed  to  ROGAINE  m  clinical  studies 
How  mob  can  I  sipect  remits  from  using  ROGAINE? 

Studies  have  shown  that  the  response  to  treatment  with  ROGAINE  may  vary  widely 

Some  men  receiving  ROGAINE  may  see  taster  results  than  others,  others  may  respond  with  a  slower  rate  of  hair  growth  You 
should  not  expect  visible  growth  in  less  than  tour  months 
If  I  respond  to  ROGAINE.  what  will  the  hair  look  Ilka? 

If  you  have  very  little  hair  and  respond  to  treatment,  your  first  hair  growth  may  be  soft,  downy,  colorless  hair  that  is  barely 
visible  After  further  treatment  the  new  hair  should  be  the  same  color  and  thickness  as  the  other  hair  on  your  scalp  If  you  start 
with  substantial  hair  the  new  hair  should  be  of  the  same  color  and  thickness  as  the  rest  ot  your  hair 
How  long  do  I  need  to  use  ROGAINE? 

ROGAINE  is  a  treatment,  not  a  cure  H  you  respond  to  treatment,  you  will  need  to  continue  using  ROGAINE  to  maintain  or 
increase  hair  growth  If  you  do  not  begin  to  show  a  response  to  treatment  with  ROGAINE  after  a  reasonable  period  at  time  (at 
least  tour  monlhs  or  more),  your  doctor  may  advise  you  to  discontinue  using  ROGAINE 
What  happens  If  I  stop  using  ROGAINE?  Will  I  ketp  tha  new  hair? 

If  you  stop  using  ROGAINE  you  will  probably  shed  the  new  hair  within  a  tew  monlhs  after  stopping  treatmeni 
What  I*  the  dosage  of  ROGAINE? 

You  should  apply  a  l  mL  dose  ot  ROGAINE  two  times  a  day,  once  m  the  morning  and  once  at  night,  before  bedfime  Each 
bottle  should  last  about  30  days  {one  month)  The  applicators  in  each  package  of  ROGAINE  are  designed  to  apply  the  correct 
amount  ot  ROGAINE  with  each  application  Please  refer  to  the  Instructions  tor  Use 
What  it  I  miss  a  dose  or  forgot  to  use  ROGAINE? 

It  you  miss  one  or  two  daily  applications  ol  ROGAINE  you  should  restart  your  twice-daily  application  and  return  to  your 
usual  schedule  You  should  not  attempt  to  make  up  tor  missed  applications 
Can  I  use  ROGAIRE  more  than  twice  a  day?  Will  It  work  faster? 

No  Studies  by  The  Upiohn  Company  have  been  caretuiiy  conducted  to  determine  the  correct  amount  of  ROGAINE  to  use  to 
obtain  the  most  satisfactory  results  More  frequent  applications  or  use  of  larger  doses  (more  than  one  mL  twice  a  day)  have  not 
been  shown  to  speed  up  the  process  ot  hair  growth  and  may  increase  the  possibility  of  side  effects 
What  are  the  most  common  side  affects  reported  in  clinical  studies  with  ROGAINE? 

Studies  ot  patients  using  ROGAINE  have  shown  that  the  most  common  adverse  ettects  directly  attributable  to  ROGAINE 
Topical  Solution  were  itching  and  other  skm  irritations  of  the  treated  area  ol  the  scalp  About  5%  ol  patients  had  these 
complaints 

Other  side  effects,  including  hght-headedness,  dizziness,  and  headaches  were  reported  by  patients  using  ROGAINE  or 
placebo  la  similar  solution  without  the  active  medication) 
What  are  some  ot  the  side  effects  people  have  reported? 

The  frequency  ot  side  effects  listed  below  was  similar,  except  tor  dermalologic  reactions,  m  the  ROGAINE  and  placebo 
groups  Respiratory  (bronchitis  upper  respiratory  infection,  sinusitis);  Dermatologic  (irritant  or  allergic  contact  dermatitis 
eczema  hypertrichosis,  local  erythema  pruritus  dry  skm/scalp  flaking  exacerbation  ol  hair  loss,  alopecia)  Gastrointestinal 
(diarrhea  nausea,  vomiting)  Neurology  (headache  dizziness,  tamtness  lightheadedness)  Musculoskeletal  (traduces  back 
pain  tendinitis).  Cardiovascular  (edema,  chest  pain  blood  pressure  increases/decreases,  palpitation  pulse  rate  increases/ 
decreases).  Allergy  (nonspecific  allergic  reactions,  hives,  allergic  rhinitis,  facial  swelling  and  sensitivity).  Special  Senses 
(conjunctivitis,  ear  mtections.  vertigo,  visual  disturbances,  including  decreased  visual  acuity) .  Metabolic-Nutritional  (edema, 
weight  gam)  urinary  Tract  (urinary  tract  infections  renal  calculi  urethritis)  Genital  Tract  (prostatitis,  epididymitis  sexual 
dystunction)  Psychiatric  (anxiety,  depression,  fatigue).  Hematology  (lympnadenopathy,  thrombocytopenia),  Endocrine 
individuals  who  are  hypersensitive  to  minoxidil,  propylene  glycol,  or  ethanoi  must  not  use  ROGAINE 
ROGAINE  Topical  Solution  contains  alcohol,  which  could  cause  burning  or  irritation  of  the  eyes,  mucous  membranes,  or 
sensitive  skm  areas  If  ROGAINE  accidentally  gets  into  these  areas  bathe  the  area  with  large  amounts  of  cool  tap  water  Contact 
your  doctor  it  irritation  persists 

What  are  the  possible  side  effects  that  could  affect  the  heart  and  circulation  when  using  ROGAINE? 

Although  serious  side  effects  have  not  been  attributed  to  ROGAINE  in  clinical  studies,  there  is  a  possibility  that  they  could 
occur  because  the  active  ingredient  m  ROGAINE  Topical  Solution  is  the  same  as  in  minoxidil  tablets 

Minoxidil  tablets  ate  used  to  treat  high  blood  pressure  Minoxidil  tablets  lower  blood  pressure  by  relaxing  the  arteries,  an 
effect  called  vasodilation  Vasodilation  leads  to  retention  ot  fluid  and  increased  heart  rate  The  following  effects  have  occurred 
m  some  patients  taking  minoxidil  tablets  for  high  blood  pressure 

Increased  heari  rate— some  patients  have  reported  that  their  resting  heart  rate  increased  by  more  than  20  beats  per  minute, 
Rapid  weight  gam  of  more  than  5  pounds  or  swelling  (edema)  ol  the  tace,  hands,  ankles,  or  stomach  area,  Difficulty  in 
breathing  especially  when  lying  down  a  result  of  an  increase  m  body  fluids  or  fluid  around  the  heart,  Worsening  of  or  new 
onset  of.  angina  pectoris 

When  ROGAINE  Topical  Solution  is  used  on  normal  skm,  very  little  minoxidil  is  absorbed  and  the  possible  effects  attributed 
to  minoxidil  tablets  are  not  expected  with  the  use  ot  ROGAINE  If.  however,  you  experience  any  ot  the  possible  side  effects 
listed  discontinue  use  ot  ROGAINE  and  consult  your  doctor  Presumably,  such  effects  would  be  most  likely  it  greater 
absorption  occurred  e  g  .  because  ROGAINE  was  used  on  damaged  or  inflamed  skin  or  in  greater  than  recommended 
amounts 

in  animal  studies  minoxidil,  m  doses  higher  than  would  be  obtained  Irom  topical  use  m  people,  has  caused  important  heart 
structure  damage  This  kind  ol  damage  has  not  been  seen  m  humans  given  minoxidil  tablets  for  high  blood  pressure  at  effective 
doses 

What  factors  may  increase  the  risk  of  serioas  side  ettects  with  ROGAIRE? 

individuals  with  known  or  suspected  underlying  coronary  artery  disease  or  the  presence  of  or  predisposition  to  heart  failure 
would  be  af  particular  risk  if  systemic  effects  (that  is,  increased  heart  rate  or  fluid  retention)  ot  minoxidil  were  to  occur 
Physicians  and  patients  with  these  kinds  of  underlying  diseases,  should  be  conscious  ot  the  potential  risk  ot  treatment  il  they 
choose  to  use  ROGAINE 

ROGAINE  should  be  applied  only  to  the  scalp  and  should  not  be  used  on  other  parts  ol  the  body,  because  absorption  of 
minoxidil  may  be  increased  and  the  risk  ot  side  effects  may  become  greater  You  should  not  use  ROGAINE  if  your  scalp  becomes 
irniaied  or  is  sunburned  and  you  should  not  use  it  along  with  other  topical  treatment  medication  on  your  scalp 
Can  men  with  high  blood  pressure  use  ROGAINE? 

Individuals  with  hypertensmn.  including  those  under  treatmeni  with  antihypertensive  agents  can  use  ROGAINE  but  should 
be  monitored  closely  by  their  doctor  Patients  taking  guanethidme  lor  high  blood  pressure  should  not  use  ROGAINE 
Should  any  precautions  be  followed? 

individuals  using  ROGAINE  should  be  monitored  by  their  physician  one  month  after  starting  ROGAINE  and  at  least  every  six 
monlhs  afterward  Discontinue  ROGAINE  il  systemic  ettects  occur 

Do  not  use  it  in  conjunction  with  other  topical  agents  such  as  corticosteroids,  retinoids  and  petrolatum  or  agents  that 
enhance  percutaneous  absorption  ROGAINE  is  tor  topical  use  only  Each  mL  contains  20  mg  minoxidil  and  accidental  ingestion 
could  cause  adverse  sysiemic  effects 

No  carcinogenicity  was  lound  with  topical  application  ROGAINE  should  not  be  used  by  pregnant  women  or  by  nursing 
mothers  The  ettects  on  labor  and  delivery  are  not  known  Pediatric  use  Safety  and  effectiveness  has  not  been  established 
under  age  18 

Caution  Federal  law  prohibits  dispensing  without  a  prescription  You  must  see  a  doctor  to  receive  a  prescription 
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some  progress.  He  has  scaled  back  thl 
high-tech  division  by  selling  some  semli1 
conductor-equipment  operations.  Anl 
he's  investing  what  he  can  in  the  less  I 
glamorous  but  better-performing  electr 
cal  gear  and  process  controls  businesses 
He  recently  picked  up  two  small  electr 
•cal  companies  to  broaden  General  Sij; 
nal's  line  of  electrical  controls.  He  fij; 
ures  process  controls  will  make  up  abot  U 
80%  of  total  sales  by  yearend,  up  fror  H 
59CA  in  1987. 

Carpenter  is  a  demanding  boss  wh 
routinely  grills  division  presidents  abou 
their  profit  projections  and  pushes  r<  I 
lentlessly  for  efficiency.   He  ordere 
more  than  500  managers  to  sign  up  fo 
inventory  management  training  and  tol 
them  to  slash  administrative  costs  to  th 
bone.  Division  presidents  are  also  no\ 
required  to  pull  down  at  least  a  20/ 
return  on  assets.  Those  businesses  thai  i 
can't  make  the  cut  will  soon  be  on  theil 
way  out.  "There  are  no  special  cases,! 
says  Carpenter. 

Perhaps.  Yet  General  Signal's  largest 
chip-equipment  maker,  GCA,  will  probal 
bly  be  hanging  around  for  a  stretch! 
Once  the  industry  leader,  the  company 
now  has  only  a  4"'  market  share  and  ha; 
lost  $4  million  in  each  of  the  last  tw< 
quarters.  Carpenter  is  counting  on  GCA' 
new  XLS  stepper,  a  semiconductor-manu 
factoring  machine  that  lays  out  the  cir 
cuit  pattern  on  a  chip,  to  trigger  ; 
comeback. 

political  perils.  Trouble  is,  since  Gen 
eral  Signal  has  announced  its  intentiot 
to  go  low-tech,  customers  are  under 
standably  wary.  In  fact,  analysts  an< 
some  company  insiders  say  Carpente: 
would  like  to  unload  GCA.  Carpenter  is 
mum  on  that  point.  But  GCA  hardly  fit.' 
the  profile  of  his  ideal  unit.  Orders  wen 
down  25''  in  the  third  and  fourth  quar 
ters  of  1990.  It  requires  heavy  invest 
ments  in  research  and  development  tol 
remain  state-of-the-art.   And  the  unil 
isn't  likely  to  hit  his  20fA  return-on-asl 
sets  goal. 

Yet  selling  out  may  prove  equally  difjf 
ficult.  Few  American  companies  care  td! 
venture  into  such  a  risky  business.  And 
potential  foreign  suitors  are  scared  ofi 
by  the  political  ramifications  of  buying  | 
out  one  of  the  few  remaining  American  I 
manufacturers  in  such  a  crucial  indus 
try.  "I'm  not  sure  that  they  would  be 
able  to  unload  GCA,"  believes  G.  Dan 
Hutcheson,  president  of  VLSI  Research 
Inc.,  a  consultant  to  the  semiconductors 
industry. 

Still,  Carpenter  isn't  letting  up.  He  re-u 
mains  hell-bent  on  getting  more  "operat- 1 
ing  muscle  back  in  the  company."  But 
before  Carpenter  can  get  General  Signal 
truly  fighting  trim,  this  unwieldly  con-l 
glomerate  will  definitely  have  to  shed  al 
few  more  pounds — and  companies. 

By  Lisa  Driscoll  in  Stamford,  ConnM 
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URNING  SILK  GREENHOUSE 
WTO  A  SOW'S  EAR 


d  management  drive  the  hot-growth  company  into  the  ground? 


rhe  first  time  John  Morgan  walked 
into  the  headquarters  of  Silk 
Greenhouse  Inc.,  he  expected  to 
lavish  floral  arrangements.  Instead, 
president  of  Winthrop  Resources,  a 
tware-leasing  company  and  Silk 
enhouse  supplier,  was  greeted  by  a 
ward  trumpeting  the  retailer's  stock 
:e  that  day.  That  set  Morgan  to  won- 
ing  about  priorities  at  the  Tampa- 
fed  purveyor  of  artificial  plants  and 
vers.  "It  seemed  that  they  were  more 
cerned  with  managing  the  stock" 
n  running  the  business,  he  says. 


But  it's  clear  that  more  austere  days  are 
ahead  for  Silk  Greenhouse:  The  company 
is  moving  out  of  its  plush  offices — com- 
plete with  a  Nautilus-equipped  fitness 
room — to  more  modest  digs  in  Tampa. 

What  happened?  In  many  ways,  Silk 
Greenhouse's  downfall  is  a  classic  tale 
of  how  meteoric  growth  and  entrepre- 
neurial management  can  run  a  small 
company  right  into  the  ground.  A  Tam- 
pa salesman  who  sold  dry  floral  arrange- 
ments in  his  spare  time,  Bradwell 
launched  his  company  in  1982  as  a  ware- 
house store  offering"  silk  flowers  and 


revenues  to  $99.3  million,  masking  trou- 
bles. Yet  the  bloom  came  off  the  rose  on 
Nov.  30,  1989,  when  Silk  Greenhouse  an- 
nounced it  would  post  a  loss  in  the 
fourth  quarter — a  period  that  historical- 
ly provided  507'  of  annual  sales.  In  less 
than  a  month,  the  stock  shed  half  its 
market  value. 

While  Bradwell  is  certainly  a  gifted 
entrepreneur,  some  former  associates 
question  his  managerial  talents.  "He 
was  not  a  good  manager — and  should 
have  gotten  someone  who  was,"  says 
Bob  Rudman,  a  former  vice-president  of 
merchandising. 

fast  pruning.  Shareholders  are  some- 
what less  sympathetic.  A  number  of 
suits  charging  widespread  mismanage- 
ment have  been  filed  against  Bradwell 
and  Silk  Greenhouse's  board.  Indeed, 
some  suits  allege  that  Bradwell  and  di- 
rector D.  Von  Adkins  each  sold  62,500 
shares  at  $21  in  the  four  weeks  before 
the  announcement  of  the  dismal  fourth- 
quarter  projections  in  1989.  Neither 
Bradwell  nor  board  members  named  in 
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lorgan,  as  it  turns  out,  was  on  to 
lething.  Just  two  years  ago,  Silk 
senhouse  made  BUSINESS  week's  list 
the  nation's  premier  hot-growth 
:ks.  Today,  Morgan  and  other  credi- 
5  are  plenty  hot  under  the  collar 
>ut  the  company.  Silk  Greenhouse 
d  for  bankruptcy  three  months  ago, 
5r  losing  $42  million  from  November, 
9,  to  October,  1990.  And  the  eompa- 
3  stock  now  trades  at  about  34$, 
ra  from  a  peak  of  $23.75  in  1989. 
'ounder  Jere  L.  Bradwell  has  given 
day-to-day  control  but  remains  chair- 
n.  Most  of  the  company's  original 
nagement  team  have  left.  Perhaps 
h  good  reason.  The  Securities  &  Ex- 
nge  Commission  is  investigating  fi- 
icial  record-keeping  practices,  compa- 
officials  acknowledge.  Bradwell  isn't 
ring,  nor  are  the  company's  directors. 


plants.  Six  years  later,  the  30-unit  chain 
went  public  at  $7.33  a  share. 

Flush  with  the  proceeds  from  the  pub- 
lic offering  and  a  line  of  credit  from 
ncnb  National  Bank  of  Florida,  Silk 
Greenhouse  expanded  aggressively.  But 
all  sorts  of  problems  started  to  blossom 
as  the  company  readied  a  28-store  expan- 
sion in  January,  1989. 

Bradwell  built  up  vast  inventory  for 
the  new  stores  but  miscalculated  how 
long  the  expansion  would  take.  As  open- 
ing dates  slipped,  inventory  costs  dou- 
bled by  yearend.  Inventory  controls 
were  virtually  nonexistent,  insiders  say. 
Meanwhile,  the  company  spent  a  lofty 
13%  of  sales  on  advertising  to  promote 
the  chain. 

Silk  Greenhouse  shareholders  were 
blissfully  unaware  of  any  problems.  An 
impressive  80%  sales  gain  in  1989  pushed 


the  suits  returned  repeated  phone  calls. 

The  task  of  returning  to  solvency 
has  been  complicated  by  new  manage- 
ment turmoil.  In  August,  Silk  Green- 
house recruited  B.  B.  Tuley,  the  CEO  of 
Texas-based  competitor  Michaels  Stores 
Inc.  He  quickly  laid  off  259<  of  the  com- 
pany's total  work  force — and  closed  68 
stores  and  three  warehouses.  However, 
on  Mar.  5,  the  company  announced  that 
Tuley  and  his  team  were  leaving  and 
that  a  new  investor  group  had  signed 
a  letter  of  intent  to  reorganize  the 
retailer. 

If  Silk  Greenhouse  can  get  its  house 
in  order,  it  may  once  again  prosper  in 
the  market  for  artificial  plants  and  flow- 
ers. After  all.  they  cost  less  than  live 
greenery  and,  of  course,  never  wither.  If 
only  that  were  true  of  Silk  Greenhouse. 

By  Irene  Recto  in  Tampa 
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THE  WORKPLACE  I 


ENDING  SEXUAL  HARASSMENT: 
BUSINESS  IS  GETTING  THE  MESSAGE 


Working  women  and  the  courts  are  forcefully  rewriting  the  rules  of  workplace  relations 


American  National  Can  Corp.  was 
making  an  effort  to  put  more 
women  in  a  traditionally  male 
area  when  it  hired  Jacquelyn  L.  Morris 
in  1981.  Morris  worked  as  a  machinist  in 
its  Pevely  (Mo.)  bottle-making  plant.  By 
the  time  she  resigned  in  1987,  she  had 
the  top  seniority  in  a  unit  with  12  men. 
Her  performance  ratings  were  "good" 
or  "excellent."  But  she  was  miserable. 
Her  male  bosses  and  co-workers 
wouldn't  leave  her  alone. 

"You  have  a  nice  ass,"  the  unit  man- 
ager told  Morris  several  times  as  he  pat- 
ted her  buttocks.  She'd  find  photos  of 
scantily  clad  women  at  her  workbench. 
At  first.  Morris  was  too  embarrassed  to 
complain.  But  on  July  16,  1986.  three 
months  after  the  other  female  in  the 
unit  had  quit  over  harassment  and  two 
days  after  Morris  found  a  photo  of  an 


erect  penis  on  her  toolbox,  she  went  to 
the  Equal  Employment  Opportunity 
Commission  lEEOO,  and  then  to  court. 
"All  I  wanted  was  for  the  harassment  to 
stop.  After  I  filed  a  complaint,  however, 
the  harassment  escalated."  she  said. 
punitive  damages?  The  company  ar- 
gued that  Morris  had  provoked  the 
treatment  she  got.  Her  boss  told  the 
court  that  Morris  should  have  done  more 
to  stop  the  incidents.  While  American 
National  Can  rehired  Morris  in  late  1987, 
the  judge  faulted  it  for  not  taking  her 
complaints  seriously  enough:  The  compa- 
ny's supervisors  "apparently  expected 
that  occasional,  mild  rebukes  of  employ- 
ees about  'horseplay'  and  'pranks'  would 
put  a  stop  to  what,  in  fact  and  law.  was 
serious  sexual  harassment."  He  awarded 
Morris  $16,000  in  back  pay  and  interest. 
And  he  ordered  the  company  to  set  up  a 


training  program  and  complaint  syste| 
which  it  says  it  did. 

The  ruling  is  one  in  a  wave  of  d(l 
sions  that  are  rewriting  the  rules  gm 
erning  conduct  between  the  sexes  in  tl 
workplace.  Unlike  other  sectors  of  cl 
porate  life,  where  standards  were  I 
laxed  in  the  Reagan  era.  the  rules  gm 
erning  sexual  harassment  grew  tough] 
in  the  '80s.  Now.  courts  are  stretchil 
the  definition  of  sexual  harassment.  Al 
they're  raising  the  stakes. 

So  some  employers  are  stepping  I 
their  efforts  to  fight  sexual  hara| 
ment — which  is  almost  always  direc 
at  women.  "It's  a  very  definite  trer 
Companies  take  sexual  harassment  mcl 
seriously,"  says  Donna  L.  Harper,  a  J 
nior  attorney  in  the  EEOC's  St.  Louis  I 
fice,  speaking  of  her  experience. 

This  emerging  concern  largely  refleJ 


RAISING  THE  CORPORATE  CONSCIOUSNESS 


Here  is  a  sampling  of  what 
some  companies  are  doing 
to  combat  sexual  harass- 
ment on  the  job: 


CBS  CEO  Laurence  A. 
Tisch  sends  a  yearly 
memo  to  workers  say- 
ing the  company  won't 
tolerate  harassment 


DEC  The  New  Soft- 
ware Group  hired  a 
sexual-harassment 
consultant  to  lead  a  se- 
ries of  one-day  pro- 

"  r  management 
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constitute-  „ 


b>  Hon- 


'""me** 
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CORNING  Sends 
workers  to  a 
four-hour  orien- 
tation that  deals 
with  a  diversity 
of  issues,  including 
sexual  harassment. 
Guidelines — dating 
back  to  1976— bar 
pin-up  calendars 


1* 
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HONEYWELL  Last  May 
it  instituted  a  sexual- 
harassment  education 
program  with  role- 


pany  also  makes  visual 
inspections  of  plants 
and  offices  and  gives 
workers  its  handbook 


playing  and  films.  Com-     (excerpt  above) 
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e  growing  ranks  of  female  employees, 
.rticularly  in  nontraditional  work  envi- 
nments,  say  observers  such  as  Michael 

Hoare,  Jackie  Morris'  lawyer:  "Wom- 
i  are  getting  more  and  more  aggres- 
?e  about  asserting  these  rights." 
Congress  may  also  step  in.  A  Demo- 
at-sponsored  civil  rights  bill  pending  in 
e  House  would  amend  the  federal  anti- 
scrimination  law  to  give  workers  the 
rht  to  jury  trials  and  to  punitive  dam- 
;es  for  sexual  harassment.  A  Bush  Ad- 
inistration  counterproposal  would  do 
e  same  but  would  cap  punitive  awards 

$150,000.  The  current  law  entitles  vic- 
ns  only  to  back  pay  or  reinstatement  if 
ey  leave  the  job  or  are  fired. 
"No  longer  can  there  be  a  boy's  atmo- 
here,"  says  Susan  M.  Benton-Powers, 
Chicago  lawyer  who  advises  companies 
i  employment  issues.  "No  longer 
n  the  wary  employer  get  away 
ith  saying  'Be  tough.  That's  not 
big  deal.'  They  have  to  investi- 
ite  complaints.  Otherwise,  they 
n  be  held  liable." 
welcome  conduct.  Companies 
eking  to  avoid  suits  may  have  to 
dress  behavior  many  males  nev- 
notice.  The  influential  U.  S. 
mrt  of  Appeals  for  the  Ninth 
rcuit  in  San  Francisco  recently 
led  that  sexual  harassment  has 

be  judged,  not  by  the  prototypi- 
,1  "reasonable  man"  rule,  but  by 
e  standards  of  a  "reasonable 
oman."  If  upheld,  the  change 
on't  be  just  semantic.  "Conduct 
at  many  men  consider  unobjee- 
mable  may  offend  many  wom- 
1,"  wrote  Judge  Robert  R. 
sezer  in  an  opinion  with  Judge 
lex  Kozinski.  Noted  the  Reagan 
>pointees:  "Because  women  are 
sproportionately  victims  of  rape 
id  sexual  assault,  women  have  a 
ronger  incentive  to  be  concerned 
ith  sexual  behavior.  Men,  who 
•e  rarely  victims  of  sexual  as- 
lult,  may  view  sexual  conduct  in 
vacuum." 

In  the  case,  the  alleged  harass- 
•,  Sterling  Gray,  apparently  be- 
ime  smitten  with  an  IRS  co-worker, 
erry  Ellison.  After  she  declined  his 
nch  invitations,  Gray  wrote  her  a  bar- 
ige  of  love  letters.  She  reacted  with 
iar  about  "what  he  would  do  next." 
tie  trial  judge  threw  out  her  complaint, 
e  called  Gray's  conduct  "isolated  and 
ivial."  But  the  appeals  court  refused  to 
dl  Ellison's  behavior  hypersensitive  for 
reasonable  woman.  Instead,  it  ordered 
new  trial.  The  IRS  may  appeal. 
Some  companies  have  long  been  con- 
irned  about  such  behavior.  But  now, 
ley're  doing  more.  They  are  printing 
Doklets  that  spell  out  subtle  but  inap- 
ropriate  conduct.  They're  holding  role- 
laying  sessions.  Some  are  even  hiring 


consultants  or  auditing  work  areas  for 
girlie  pin-ups  (table). 

Honeywell  Inc.,  where  women  make 
up  nearly  407'  of  the  work  force,  is  ac- 
tively taking  steps  to  avoid  the  problem. 
Last  year,  its  in-house  art  gallery  fea- 
tured a  photo  show  with  shots  of  nude 
women.  But  women  were  made  uneasy 
by  men  giggling  at  the  photos.  "We  had 
to  take  the  whole  exhibit  down,"  says 
lawyer  Barbara  A.  Jerich,  work-force  di- 
versity director.  "It  was  not  racy.  It  was 
art.  But  the  context  in  which  it  was 
viewed  was  not  appropriate." 

Many  companies  still  find  plenty  of 
reasons  not  to  spend  the  time  or  the 
cash  to  deal  with  the  issue — until  faced 
with  an  embarrassing  suit  or  high  turn- 
over rate.  Freada  Klein,  a  Cambridge 
(Mass.)  consultant,  explains  that  all  but 


'All  I  wanted  was  for  the 
harassment  to  stop.  After  I  filed  a 
complaint,  however,  [it]  escalated' 


JACQUELYN  L  MORRIS 
Machinist 

American  National  Can  Corp. 


the  most  offensive  behavior  is  tough  for 
companies  to  sort  out.  Often,  the  harass- 
ment follows  an  office  romance  gone 
sour.  Or  complaints  aren't  effectively 
communicated.  Companies  also  fear, 
with  some  justification,  says  Hon- 
eywell's Jerich,  that  education  spurs 
claims:  Workers  know  their  rights. 

One  situation  where  men  and  women 
often  differ  markedly  in  judging  wheth- 
er sexual  harassment  is  taking  place  in- 
volves comments  on  clothing,  says  Tri- 
sha  Brinkman,  a  San  Francisco-based 
consultant  on  sexual  harassment.  "The 
question  is  always  'Is  it  harassment  or  a 
compliment?'  "  says  Brinkman.  "People 
know  the  difference  between  saying 


that's  a  nice  dress,  and  that's  a  nice 
dress.  One  of  the  myths  is  that  women 
cause  [these  comments]  by  wearing  cer- 
tain types  of  clothes.  But  this  is  not 
about  sexual  attractiveness,  it's  about 
abuse  of  power." 

quid  pro  quo.  Not  too  long  ago,  sexual 
harassment  wasn't  even  recognized  as  a 
problem  for  the  courts.  A  few  cases  ap- 
peared in  the  mid-1970s.  In  1980,  the 
EEOC  put  out  guidelines  that  identified 
two  types  of  sexual  harassment.  The 
more  obvious  is  "quid  pro  quo" — sleep 
with  me  or  you're  fired.  The  second 
type,  which  doesn't  include  direct  sexual 
overtures,  is  hostile-environment  harass- 
ment. The  scary  part  for  companies  is 
that  in  environment  cases,  the  behavior 
can  be  cumulative.  Thus,  raunchy  jokes, 
lewd  graffiti,  and  repeated  sexual  ad- 
vances add  up.  The  critical  deter- 
minant query  for  all  harassment 
is:  Was  the  conduct  "unwelcome?" 

The  turning  point  for  employers 
came  in  1986.  In  its  first  and  only 
ruling  on  the  subject,  the  Supreme 
Court  "pretty  much  told  compa- 
nies they'd  better  get  out  there," 
says  attorney  Benton-Powers.  In 
the  case,  Meritor  Savings  Bank 
vs.  Vinson,  the  court  held  unani- 
mously that  sexual  harassment  vi- 
olates" Title  VII  of  the  1964  Civil 
Rights  Act  if  it  is  unwelcome  and 
"sufficiently  severe  or  pervasive 
to  alter  the  conditions  of  the  vic- 
tim's employment  and  create  an 
abusive  working  environment." 

Many  companies  responded  to 
Meritor  and  the  EEOC  with  a  one- 
shot  policy  approach.  They  insert- 
ed sexual  harassment  policies  into 
personnel  handbooks  or  updated 
existing  ones.  Typically,  they  lifted 
the  lawyerly  language  of  the  EEOC 
guidelines.  But  courts  kept  finding 
that  they  failed  to  publicize  such 
policies  or  circumvented  them. 

The  companies  also  got  more  se- 
rious at  policing  blatant  miscon- 
duct. And  the  number  of  quid  pro 
quo  cases  leveled  off,  lawyers  say. 
But  environmental-harassment 
cases  increased  steadily.  Overall,  EEOC 
sexual-harassment  complaints  grew 
from  about  4,400  in  1986  to  about  5,600 
in  1990.  The  more  liberal  state  courts, 
meanwhile,  have  had  a  surge  of  harass- 
ment-based claims  because  of  the  poten- 
tial for  greater  damages  and  punitive 
awards. 

To  help  companies  sort  through  the 
rulings,  the  EEOC  last  spring  published 
what  it  calls  "guidance."  In  determining 
liability,  the  agency  said,  key  factors  are 
whether  the  employer  has  an  effective 
internal  grievance  procedure  that  allows 
employees  to  bypass  immediate  supervi- 
sors— often  the  offenders. 

In  January,  a  federal  judge  in  Florida 
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took  on  a  fixture  in  many  male-dominat- 
ed shops:  cheesecake  calendars  and  girl- 
ie posters.  Judge  Howell  Melton  called 
them  a  "visual  assault  on  the  sensibil- 
ities of  women.'"  The  case  involved  a 
female  welder.  Lois  Robinson,  at  Jack- 
sonville Shipyards  Inc.  After  she  had 
complained  about  "pornography"  in  the 
shop,  her  male  co-workers  cracked  dirty 
jokes  and  brought  in  more  X-rated 
stuff — evidence,  the  judge  concluded,  of 
an  illegal  hostile  environment.  While 
President  Roger  Palmer  refuses  to  dis- 
cuss the  case,  which  involves  events  be 
fore  he  took  over,  he  says  the  yard  will 
abide  by  whatever  the  judge  eventually 
orders  it  to  do. 
To  be  sure,  plenty  of  pin-up  posters 


remain  on  the  walls  of  American  compa- 
nies and  are  used^  as  marketing  tools 
(box).  Indeed,  many  corporate  leaders 
consider  problems  of  sexual  harassment 
to  be  exaggerated,  especially  by  plain- 
tiffs" lawyers  and  consultants  who  have 
an  interest  in  doing  so.  And.  despite 
strong  evidence,  alleged  offenders  some- 
times get  sympathy  from  the  courts.  On 
Feb.  6.  a  federal  judge  in  Arlington,  Va., 
ruled  that  a  former  secretary  at  USLICO 
Corp.  was  not  sexually  harassed  even 
though  her  boss  repeatedly  massaged 
her  back  and  followed  her  to  the  bath- 
room. Judge  James  C.  Cacheris  com- 
pared the  newly  divorced  defendant  to  a 
"faithful  dog.  constantly  expressing  his 
affection  and  hoping  to  receive  more  of 


the  same."  The  plaintiff  has  appeale 
As  more  companies  learn  to  deal  wi 
traditional  types  of  offensive  conduc] 
new  forms  of  harassment  keep  appea 
ing.  Women  say  they  now  are  receiving 
sexually  provocative  electronic  mail  an 
finding  obscene  messages  on  answering 
machines.  Some  are  even  complaining 
about  X-rated  software  on  companj 
computers.  With  the  possible  ways  q 
sexually  harassing  a  co-worker  almo 
limitless,  what  constitutes  unaceeptab 
behavior  in  the  workplace  may  contin 
to  outpace  companies'  efforts  to  stop 
By  Mickele  Galen  in  New  York,  m 
Zachary  Schiller  in  Cleveland,  Joan  0'( 
Hamilton  in  San  Francisco,  and  Keith 
Hammonds  in  Boston 


SEX  STILL  SELLS— BUT  SO  DOES  SENSITIVITY 


Sex  sells.  But  how  advertisers  use 
it  is  changing.  Women  show  up 
in  far  more  roles  in  today's  ads 
than  they  did  a  few  years  ago.  Compa- 
nies are  seeking  not  only  to  avoid  of- 
fending women  sensitized  to  exploita- 
tion by  a  generation  of  feminism  but 
also  to  target  them  as  new  consumers. 

But  don't  expect  an  end  to  sex-laced 
appeals,  crude  or  discreet.  If  some  are 
more  restrained,  it's  mostly  because 
the  soft  sell  is  successful.  And  it  won't 
end  debate  over  whether  women  are 
too  often  depicted  as  sexual  objects. 

Marketers  such  as  US  West  Inc.  are 
certainly  paying  more  attention  to  how 
women  appear  in  their  ads.  The  Baby 
Bell  used  images  from  the  old  West  to 
show  its  competitiveness 
when  it  emerged  from  the 
AT&T  breakup.  At  least  a 
few  employees  grumbled 
that  the  campaign  was  too 
macho.  But  the  company 
made  a  point  of  finding 
cowgirls  as  well  as  cow- 
boys for  the  ads.  Says  a  US 
West  official:  "We  tried 
very  hard  to  make  those  ads 
pluralistic." 

Software  maker  Lotus  De- 
velopment Corp.  has  killed  a 
marketing   brochure  that 
showed  a  busty  woman  in  a 
revealing  T-shirt.  And  Ford  « 
Motor  Co.  broke  with  tradi- 
tion at  this  year's  auto  show 
in  Detroit.  It  hired  actors  reflecting 
real-life  customers  rather  than  femi- 
nine beauties  to  point  and  smile  at  re- 
volving machines.  It  had  good  reason: 
47c;  of  its  new-car  buyers  are  women. 
Such  numbers,  and  the  need  to  flaunt 
products'  unique  advantages,  have 


more  carmakers  moving  beyond  hyp- 
ing autos  with  sex  appeal.  Some  adver- 
tisers even  turn  the  tables  on  male 
standards:  Naturalizer  urges  women  to 
pick  shoes  they  like  and  to  reject  un- 
comfortable ones. 

Some  on  Madison  Ave.  say  AIDS  and 
growing  moralism  are  reinforcing  the 
trend.  And  aging  baby  boomers  are 
fostering  a  new  family  focus,  more 
tender  romance,  and  less  explicitness. 


Ask  the 
person  who 
BAKU***  jrjves  one. 


rr  doesn't  matter 

VOVGCOD  THEY  LOOK 
IF\aiCANT 
VJYEWTTHTHEM- 


THE  NEW  SEX  APPEAL: 
CAR,  SHOE,  AND 
PHONE  SERVICE  ADS 
AIMED  AT  WOMEN 


"We're  all  parents  now,"  says  John 
Nieman.  chief  creative  officer  at 
D'Arcy  Masius  Benton  &  Bowles  Inc. 
"Saturday  night  fever  is  behind  us." 

Of  course,  this  doesn't  mark  the  end 
of  sexual  innuendo.  "Advertisers  were 
more  scared  of  offending  women  three 
years  ago,"  when  feminists  were  more 
unified  and  quicker  to  protest,  says 
Barbara  Lippert,  a  senior  editor  at  Ad- 
week  magazine.  She  calls  the  still- 
booming  health-and-fitness  craze  "an 
excuse  to  show  more  body  parts." 
artful  or  awful?  Certainly,  many 
jeans  ads  flaunt  flesh.  Ads  for  Calvin 
Klein  s  Obsession  show  provocative 
nude  bodies.  And  there's  still  no  short- 
age of  girlie  pin-ups.  Emerson  Electric 
Co.'s  Ridge  Tool  prints  up  600,000  of 
its  biennial  bathing-suit  calendars.  Pe- 
ter Hayward.  Ridge's  advertising  direc- 
tor, calls  them  a  "useful  tool"  for  get- 
ting the  company's  name  out  to  users. 

Whether  such  ads  seem  artful  or  aw- 
ful depends  on  the  buyer.  Stephen  J. 
Burrows.  Anheuser-Busch  Go.  vice- 
president  for  brand  management, 
claims  most  of  his  customers  find  noth- 
ing wrong  with  ads  sporting  bikini-clad 
models.  "We  don't  think  we  depict  any 
individual  in  a  less-than-responsible 
fashion  in  ads,"  Burrows  says.  "And 
the  discussions  we've  had  with  con- 
sumers support  that  view." 
For  marketers,  then, 
the  answer  to  where 
sensuality"  ends  and  in- 
sensitivity  begins  still 
starts  with  the  old  query: 
Does  it  sell? 

By  Zachary  Schiller  in  Cleve- 
land, with  Mark  handler  in 
Xeic   York  and  Julia  Flynn 
Siler  in  Chicago 
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HESE  LABELS  WON'T 

UM  UP  THE  RECYCLING  WORKS 


What's  in  a  label? 
When  it  comes  to 
paper,  the  answer  can 
mean  the  difference  be- 
tween what's  recycled  or 
isn't.  If  labels  using  rub- 
ber-based or  acrylic  ad- 
hesives  get  into  the  recy- 
cling process,  the  im- 
purities gum  up  pulping 
machinery.  This  means 
that  labels  must  be  man- 
ually removed,  or  the 
material  will  be  rejected 
by  paper  mills.  As  a  re- 
It,  many  office  recycling  programs  require  that  newspapers, 
velopes,  and  business  forms — many  of  which  have  labels — 
thrown  into  the  garbage. 

Now,  Adhesives  Research  Inc.  has  a  solution.  It  is  selling  a 
mpletely  recyclable,  noncontaminating  stock  for  labels.  The 
hesive  is  a  synthetic  polymer  that  is  broken  down  by  the 
iter  and  mechanical  agitation  used  in  the  recycling  process, 
e  Glen  Rock  (Pa.)  company  is  now  selling  bulk  rolls  of 
>eling  material  backed  with  the  new  adhesive. 


9  FT  WARE  FOR  LITTLE  GUYS 
flTH  BIG  HORIZONS 


?mall  and  midsize  American  companies  often  ignore  inter- 
national markets.  That  contrasts  starkly  with  the  situation 
Japan  and  Europe,  where  small  companies  are  major  export- 
3.  Many  U.  S.  small  fry  would  like  to  get  their  feet  wet — if 
sy  only  knew  where  to  begin. 

One  starting  point  might  be  World  Trader,  a  software  pack- 
e  for  IBM-type  personal  computers  from  GateWaze  Inc.  in 
inchester,  Mass.  This  $479  program  is  a  bundle  of  four 
;egrated,  easy-to-search  data  bases  designed  to  help  small- 
siness  executives  spot  and  exploit  export  opportunities.  The 
formation  is  updated  quarterly.  The  Export  Reference,  for 
ample,  is  a  primer  on  international  trade.  Details  on  50 
reign  markets — from  types  of  imports  to  distribution  chan- 
ls — are  provided  by  the  Market  Analyst.  Info-Deck  is  a  file 
names  and  phone  numbers  of  trade-oriented  organizations 
ch  as  the  Export-Import  Bank  and  the  Commerce  Dept. 
nally,  an  almanac  contains  statistics  on  125  countries. 


ETTING  STROKE  VICTIMS 
ACK  IN  ACTION 


doctors  have  long  thought  that  microelectronics  could 
w  bring  movement  to  patients  paralyzed  by  stroke.  Often, 
e  patient's  muscles  are  in  good  condition:  They  just  can't 
ceive  or  respond  to  signals  from  the  brain.  With  the  right 
mbination  of  sensors,  microchips,  and  electrodes,  doctors 
asoned,  many  of  these  patients  could  be  back  on  their  feet. 
The  problem  has  been  coordinating  stimulation  of  several 
■oups  of  muscles  simultaneously.  That's  essential  to  induce 
mplex  movements  such  as  clasping  a  glass  of  water.  This 
onth,  researchers  at  Tohoku  University  and  NEC  San'ei  Co. — 
subsidiary  of  Japanese  giant  NEC  Corp. — will  start  shipping  a 


system  constructed  around  a  Zylog  Z-80  microprocessor  that 
can  deliver  electric  impulses  to  16  different  muscles  at  once. 

In  contrast  to  earlier  systems,  which  were  heavy  and  clumsy 
to  operate,  the  Japanese  group  has  condensed  the  control  unit 
into  a  waist  pack  slightly  bigger  than  a  Sony  Walkman.  The 
patient  sends  instructions  to  the  microcomputer  by  blowing 
into  tubes  attached  to  a  mouthpiece.  The  computer  recognizes 
the  desired  motion,  and  sends  out  the  necessary  signals  to  a 
network  of  electrodes.  For  now,  NEC  is  shipping  samples  only 
to  a  select  group  of  Japanese  hospitals.  If  the  response  is 
good,  the  company  could  begin  commercial  shipments  this 
year,  for  prices  under  $10,000. 


SUPERCONDUCTING  CHIPS 

WITH  NO  TEMPERAMENT  PROBLEMS 


Scores  of  research  teams  have  by  now  used  "warm"  super- 
conducting materials  to  whip  up  experimental  integrated- 
circuit  devices.  Such  superconducting  chips  would  be  the  build- 
ing blocks  of  new  generations  of  superfast  computers  and 
other  electronic  systems.  But  so  far,  the  processes  used  to 
make  these  laboratory  devices  seem  infuriatingly  temperamen- 
tal: What  works  one  day  may  or  may  not  work  the  next. 

Not  so  at  Biomagnetic  Technologies  Inc.,  a  small  San  Diego 
company,  bti  has  just  applied  for  a  patent  on  what  it  says  is  a 
technique  for  building  Josephson  junctions,  the  superconduct- 
ing equivalent  of  the  transistor,  bti  President  Stephen  O. 
James  won't  reveal  the  particulars,  but  he  boasts  that  the 
method  has  yielded  56  functioning  devices  in  56  tries,  using  a 
yttrium-barium-copper  oxide.  The  process  is  also  relatively  in- 
expensive. It  will  take  a  few  more  months  to  confirm  the  early 
results.  If  the  technique  checks  out,  bti  plans  to  retain  the 
rights  to  medical  equipment  applications  but  will  license  the 
knowhow  for  use  in  other  markets. 


A  MINUTE-BY-MINUTE  READING 
OF  WHAT'S  IN  THE  BLOOD 


Today's  testing  tech- 
nology can  measure 
minute  quantities  of 
thousands  of  chemicals. 
But  it  can't  continuous- 
ly monitor  chemical  lev- 
els in  real  time — a  pro- 
cess that  would  be 
invaluable  in  tracking 
environmental  contami- 
nants or  measuring 
chemicals,  such  as  insu- 
lin, in  the  human  body. 

Now,  chemists  at 
Tufts  University  have 
developed  a  continuous  chemical-sensing  process.  The  tech- 
nique takes  advantage  of  the  fact  that  all  materials  give  off  a 
faint  but  specific  color  when  struck  by  a  strong  light.  That  can 
be  used  to  analyze  their  chemical  composition.  Using  a  tiny 
glass  fiber  tip  saturated  with  an  antibody,  a  blood  protein  that 
seeks  out  and  gloms  onto  specific  foreign  substances,  the 
researchers  can  measure  the  concentration  of  chemicals  in  the 
blood  with  a  flash  of  light  through  the  fiber,  then  record  the 
results  electronically.  And  if  they  house  the  antibody  in  a 
reservoir  made  out  of  a  polymer  that  dissolves  slowly,  they 
can  measure  those  levels  continuously.  Tufts  chemistry  profes- 
sor David  R.  Walt  is  now  testing  the  probe  as  an  implant  in 
sheep  to  measure  levels  of  pesticide  in  their  blood. 
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V  AGE  LOS   Rx:  DECENTRALIZING  LAB  MANAGEMENT  AND  BOOSTING  BONUSES  FOR  RESEARCHERS 


MERCK  NEEDS  MORE  GOLD 
FROM  THE  WHITE  COATS 


To  find  new  blockbusters,  the  top  drugmaker  is  revamping  R&D 


One  day  15  years  ago,  P.  Roy  Va- 
gelos, then  the  research  chief  of 
Merck  &  Co.,  rushed  down  the 
hall  to  show  a  colleague  an  intriguing 
item  from  a  scientific  journal — only  to 
find  the  scientist  looking  for  him  on  the 
same  mission.  Their  excitement  over 
that  study  of  enzyme  defects  eventually 
spawned  Proscar.  This  forthcoming  drug 
will  be  the  first  to  treat  prostate  dis- 
ease— and  it  looks  like  Merck's  next 
blockbuster,  with  expected  annual  reve- 
nues of  SI  billion  by  1998. 
Today,  v'agelos,  who  is  now  Merck's 


chief  executive,  might  have  to  call 
around  the  globe  to  share  his  enthusi- 
asm over  such  a  breakthrough.  The 
world's  No.  1  drugmaker  now  has  17  re- 
search centers  and  4,500  R&D  employees 
spread  across  several  European  coun- 
tries, Japan,  and  North  America.  Says 
chemist  Gary  H.  Rasmusson,  a  27-year 
Merck  veteran:  "Just  to  keep  the  com- 
munication that's  necessary  to  stimulate 
new  ideas  and  move  research  ahead  is 
the  real  challenge." 

Indeed,  Merck's  rapid  expansion  has 
left  it  "at  a  crossroads  in  1991,"  savs 


Viren  Mehta,  a  former  Merck  strategl 
planner  and  partner  of  Mehta  &  Isaly.  I 
drug-industry  research  group.  In  trl 
1980s,  the  Rahway  (N.J.)  company  prm 
duced  a  string  of  new  products,  such  am 
the  antihypertensive  Vasotec  and  thw 
cholesterol-lowering  Mevacor,  each  m. 
billion-a-year  drugs.  Merck's  profit* 
more  than  tripled  in  five  years,  to  SI* 
billion  in  1990,  as  its  sales  more  tha 
doubled,  to  S7.7  billion.  Shareholder  B 
pocketed  better  than  a  sixfold  total  n  t 
turn,  including  dividends,  as  Merck  B 
stock  soared  from  22  in  1985  to  103  th 
year.  But  now,  an  inevitable  cooling  ol  B 
has  begun.  Some  existing  products  ai  . 
maturing,  and  there  are  no  obviou 
blockbusters  in  the  pipeline  after  Pros  :■ 
car.  In  short,  analysts  estimate  tha  i 
through  1995,  Merck's  annual  earning  n 
growth  might  slow  to  15%,  with  sale 
rising  8%  to  10%  a  year.  Merck  might  d  » 
little  better  than  the  average  drug  con  n 
pany  its  size. 

So  as  healthy  as  Merck's  numbers  sti  ie 
sound,  Vagelos  sees  in  them  a  need  t  _ 
step  up  R&D.  To  get  "megadrugs"  flow 
ing  again,  Merck  has  widened  its  scop- 
of  research  from  familiar  targets  sucl 
as  cardiovascular  disease  to  such  area 
as  central  nervous  system  disorders  ant  I 
viral  infections.  It  is  boosting  R&D  spend 
ing  by  17%  this  year,  to  Si  billion.  Bu  e 
perhaps  most  important,  Vagelos  is  try  . 
ing  to  weed  out  bureaucratic  sclerosis  ii 
his  labs.  He  is  decentralizing  manage  . 
ment  of  R&D  and  providing  huge  nev 
financial  incentives  for  researchers.  An(  ■ 
increasingly.  Merck  is  depending  foi 
speed  in  R&D  on  joint  ventures  with  the  ! 
likes  of  Du  Pont  Co. 
brain  drain.  The  shift  in  strategy  is  es 
sential  because  Merck's  R&D  operation: 
have  become  unwieldy.  Until  the  mid 
1980s.  R&D  did  just  fine  with  centralizec 
management.  As  recently  as  1985,  wher 
research  chief  Edward  M.  Scolnick  took 
over  R&D  from  Vagelos,  Scolnick  signec 
off  on  nearly  all  decisions  himself,  in 
eluding  which  projects  to  pursue  or 


MERCK'S  R&D  PREDICAMENT 


+ 


Merck  has  ^ 

seven  drugs 

whose  sales 
|hre  growing, 
^wding  two 

"mMadrugs," 

each  *irifh 

revenues^ 

$  |  billion iofcvear 


But  sales  of  10\ 
other  Merck  * 
drugs  are  flat 
or  declining. 
And  of  1 3  drugs 
forthcoming, 
only  one  may  be 
a  megadrug 


So  through 
1995,  Merck's 
revenues  may 
grow  only 
8%  to  10%a 
year,  and  its 
earnings  may 
increase  only 
1 5%  a  year 
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lve.  And  he  closely  tracked  the  work 
ill  key  scientists.  But  as  Merck  broad- 
d  its  R&D  targets  and  its  research 
ff  swelled  by  40%,  such  micromana- 
nent  became  unworkable. 
Iritics  say  the  reins  stayed  tight  too 
y,  stifling  creativity  and  slowing  deci- 
l-making.  Eventually,  this  drove  out 
le  crackerjack  researchers,  who  have 
ght  companies  where  they  hope  to 
<e  a  bigger  difference.  Former  top 
marchers  and  R&D  executives  jumped 
Bristol-Myers  Squibb,  Rhone-Poulenc 
•er,  Sterling  Drug,  and  to  such  bio- 
inology  outfits  as  Biogen  and  Vertex 
irmaceuticals  Inc.  Alan  S.  Rosenthal, 
lerck  veteran  now  running  the  U.  S. 
sarch  operations  of  Germany's  Boeh- 
yer  Ingelheim  Pharmaceuticals  in 
gefield,  Conn.,  says  his  goal  is  to  rep- 
te  Merck's  scientific  excellence — but 
id  its  cumbersome  structure.  Adds 
;enthal:  "It's  hard  to  be  entrepreneur- 
within  Merck." 

iiNG  out.  One  effect  has  been  to  slow 
;n  work  in  the  lab.  As  a  result,  Merck 
recently  lost  several  key  races  in 
g  development.  Du  Pont  beat  it  to  a 
•ailed  A-2  receptor  antagonist,  a  po- 
tial  blockbuster  for  treating  heart 
;ase  and  to  another  promising  com- 
md  for  treating  the  memory  loss  as- 
iated  with  Alzheimer's  disease.  Mean- 
ile,  biotech  companies  moved  ahead  in 
letic  engineering  techniques  that 
rck  was  slow  to  pounce  on.  For  in- 
nce,  startup  Praxis  Biologies  Inc., 
v  part  of  American  Cyanamid  Co., 
beaten  Merck  consistently  since  1985 
developing  and  refining  a  vaccine 
dnst  a  bacteria  that  causes  meningitis 
children  and  infants, 
lerck  is  becoming  increasingly  depen- 
it  on  "me-too"  drugs  for  diseases  that 
jady  are  being  treated  with  drugs 
m  competitors,  says  Hemant  K.  Shah, 
Aerck  marketing  veteran  turned  in- 
itry  analyst.  Shah  classifies  8  of  the 
drugs  Merck  has  in  the  wings  as 
se  near-copycat  compounds,  including 
calcium  channel-blocker  Plendil, 
ich  treats  hypertension,  and  Venzair, 
ich  treats  asthma.  When  these  prod- 
s  hit  the  market,  Shah  adds,  they  will 
npete  in  crowded  fields,  practically 
uring  only  modest  sales, 
fagelos  argues  that  not  all  me-too 
igs  are  bad.  He  notes  that  although 
forthcoming  drug  Zocor  is  a  follow- 
to  Merck's  own  cholesterol-busting 
vacor,  it  will  expand  a  largely  un- 
ped  market  of  21  million  potential  pa- 
lts,  of  whom  only  2.4  million  are 
ated  because  most  don't  know  they 
re  a  problem.  Moreover,  he  points  out, 
gadrugs  are  increasingly  hard  to 
ne  by,  since  the  easy  disease  targets 
eady  have  been  hit.  And,  he  insists 
,t  Merck's  labs  are  pursuing  far  more 
imising  leads  than  have  been  dis- 


closed— some  of  them  "absolutely  stun- 
ning in  novelty."  Those  discoveries,  adds 
Vagelos,  will  keep  Merck  performing  in 
the  top  quartile  of  the  industry  when  it 
comes  to  income  and  sales  growth  and 
return  on  assets. 

stock  options.  Still,  Vagelos  is  on  a 
campaign  to  root  out  R&D  bureaucracy. 
Since  mid-1989,  research  chief  Scolnick 
has  delegated  part  of  his  responsibility 
to  two  executives  below  him — one  to 
lead  basic  research  and  the  other  devel- 
opment. Vagelos  and  Scolnick  also  are 


parceling  out  work  to  Merck's  research 
sites  more  carefully,  with  the  emphasis 
on  avoiding  duplication.  Most  work  on 
treatments  for  respiratory  ailments  is 
now  being  done  in  Canada,  and  Merck 
has  headquartered  research  into  viral 
diseases  in  its  Italian  labs,  where  its  ex- 
perts in  that  field  work. 

Both  R&D  units  and  researchers  also 
have  been  given  more  autonomy. 
Merck's  Italian  lab  is  responsible  for 
both  drug  discovery  and  licensing  prod- 
ucts from  the  outside.  "It's  essentially 


'THINK  OF  IT  AS 
A  3,600-PERSON  STARTUP' 


W 


Forking  for  a  joint  venture  set 
up  by  chemical  titan  Du 
Pont  Co.  and  No.  1  drugmak- 
er  Merck  &  Co.  seems  an  unlikely  role 
for  David  W.  Martin  Jr.  Fearing  a  loss  of 
autonomy,  he  quit  as  Genentech  Inc.'s 
R&D  chief  just  before  Roche  Holdings 
Ltd.  bought  control.  Yet  he  jumped  at 
the  chance  to  lead  R&D  at  Du  Pont  Merck 
Pharmaceutical  Co.  He  saw  "a  unique 
opportunity  to  create  a  culture  that  is 
not  Du  Pont,  not  Merck,  not  Genentech, 
but  the  best  of  all  of  those." 

Five  months  into  the  job,  Martin  is  still 
gung-ho.  His  team  is  cocky  enough  to 
think  it  can  eventually  outshine  Merck  in 
R&D:  "We  can  evolve 
more  rapidly,  be  more 
adaptable.  Think  of  it  as 
a  3,600-person  startup." 

In  a  lot  of  ways,  it  is. 
There  are  few  layers  of 
management  at  Du  Pont 
Merck.  The  researchers 
make  most  key  decisions, 
maybe  after  talking  with 
Martin.  Scientists  can  ad- 
vance in  pay  and  status 
without  having  to  leave 
the  lab  and  go  into  man- 
agement. Levels  of  rank 
are  blurred.  Every  em- 
ployee is  awarded  "phan- 
tom" stock,  a  measure  of 
worth  that  will  increase  if  the  joint  ven- 
ture is  successful — and  can  be  sold  back 
when  employees  leave.  And  the  focus  at 
Du  Pont  Merck  is  narrow:  chiefly  four 
groups  of  disease. 

trusting  parents.  Merck  Chief  Execu- 
tive P.  Roy  Vagelos  thinks  all  this  will 
help  Du  Pont  Merck  challenge  his  labs, 
forcing  both  companies  to  make  better 
drugs.  It  may  stimulate  his  sales  force, 
too.  In  some  cases,  Merck  and  its  cousin 
may  sell  the  same  products — under  dif- 
ferent names — in  the  same  markets.  For 
antitrust  reasons,  Merck  won't  be  told  of 
Du  Pont  Merck's  selling  plans  or  the 


DU  PONT  MERCK  CEO  MOLLICA 


prices  it  will  charge.  Even  in  internecine 
rivalry,  says  Du  Pont  Merck  CEO  Joseph 
A.  Mollica,  "we  are  playing  to  win." 

It  can  do  that  because  of  some  unique 
advantages.  Its  parents  don't  expect  big 
profits  soon,  though  the  venture  will  pay 
its  own  way.  Merck  contributed  an  undis- 
closed amount  of  cash,  marketing  rights 
to  the  Parkinson's  disease  treatment  Sin- 
emet  and  other  staple  drugs,  and  joint 
marketing  rights  abroad  for  Proscar,  the 
first  drug  to  treat  prostate  disease.  Du 
Pont  threw  in  its  two  dozen  mostly  small 
drugs,  its  marketing  staff,  and  1,500  re- 
searchers. This  year,  Du  Pont  Merck's 
sales  should  top  $700  million,  making  it 
one  of  the  top  50  drug- 
makers  worldwide. 

Both  sides  are  trying 
to  avoid  the  pitfalls  that 
typically  beset  joint 
ventures.  Many  deals  dis- 
integrate, says  Merck's 
financial  senior  vice-pres- 
ident, Francis  H.  Spiegel 
Jr.,  because  the  partners' 
expectations  change  or 
because  of  squabbles 
over  profits.  To  avoid 
that,  top  executives  of 
both  parents  sit  on  the 
board.  And  they've 
agreed  on  a  "fairness 
and  balance"  clause  that 
matches  payoffs  to  each  side's  contri- 
butions. 

If  Du  Pont  Merck  succeeds,  it  will  be  a 
model  for  more  such  moves  by  Merck. 
Its  nine-year-old  tie-up  with  Sweden's  ab 
Astra  could  blossom  in  1993  into  a  joint 
venture  as  large  as  Du  Pont  Merck — if 
four  drugs  Astra  has  licensed  to  Merck 
take  off.  And  Vagelos  says  there  could 
be  other  such  deals.  In  fact,  these  could 
be  the  prescription  for  making  Merck's 
R&D  creative  and  productive — and  more 
attractive  to  such  top  researchers  as  Da- 
vid Martin. 

By  Joseph  Weber  in  Wilmington 


ICE  &  TECHNOLOGY 
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like  having  a  small  company."  says  Va- 
gelos.  Going  one  step  further.  Merck  has 
begun  to  break  down  each  unit  into  proj- 
ect teams  organized  around  specific  dis- 
ease targets  or  compounds.  They  take  a 
compound  from  discovery  or  develop- 
ment through  marketing,  instead  of  just 
doing  the  early  work  and  then  handing  it 
off  to  others.  The  aim  is  to  give  re- 
searchers a  greater  stake  in  the  project. 
Says  Vagelos:  "It's  important  to  have 
ownership." 

He  is  putting  money  behind  these 
words.  Some  18  months  ago.  Merck  in- 
troduced a  stock-option  program  for  re- 
searchers whose  work  leads  to  products. 
Key  researchers  now  collect  stock  op- 
tions as  their  drugs  reach  such  mile 
stones  as  filings  for  regulatory  approv- 
al. Rasmuson.  who  labored  on  Proscar 
for  16  years,  will  be  one  of  the  first  to 
profit:  If  that  drug  is  the  blockbuster 
that  analysts  expect,  his  low-priced  op- 
tions on  2.500  Merck  shares  will  be  a 
tidy  reward. 

face-off.  Beyond  all  this.  Vagelos  no 
longer  depends  on  Merck  alone  to  come 
up  with  drugs.  While  other  industry  ti- 
tans have  turned  to  mergers  to  form 
such  behemoths  as  Bristol-Myers  Squibb 
and  SmithKline  Beecham.  Merck  is  ex- 
panding through  smaller  deals.  It  hopes 
that  modest,  autonomous  groups  it  has 
formed  with  Du  Pont.  Johnson  &  John- 
son, and  Sweden's  1.500-researcher  As- 
tra group  will  produce  results  faster — or 
at  least  spur  Merck's  own  labs  to  great- 
er haste.  For  example.  Du  Pont  Merck 
Pharmaceutical,  a  joint  venture,  com- 
petes with  Merck  in  research  and  sales 
of  some  drugs.  And  the  smaller  compa- 
ny's 1.500  researchers  "come  up  with 
their  own  ideas  as  to  what  to  work  on." 
says  Vagelos  (page  103). 

Merck's  challenge  isn't  limited  to  re- 
search. Its  salespeople  no  longer  can 
master  its  full  spectrum  of  drugs.  So 
last  year,  the  company  split  them  into 
four  teams,  each  focusing  on  separate 
segments  of  the  product  line  that  pitch 
doctors  on  sometimes-competing  com- 
pounds. Even  that  system  may  soon 
have  to  change:  Doctors  are  resisting 
the  onslaught  of  multiple  salespeople, 
says  Joy  Scott,  chief  executive  of  consul- 
tant Scott-Levin  Associates  Inc.  What's 
more,  later  this  year,  when  rival  Bristol- 
Myers  Squibb  Co.  starts  selling  its 
cholesterol-lowering  drug  Prava.  Merck 
may  have  to  put  two  teams  behind 
Mevacor. 

Still,  the  company's  biggest  challenge 
is  getting  its  labs  to  turn  out  more 
drugs.  In  growing  so  fast,  Merck  has 
encountered  a  typical  problem:  It  has 
won  market  clout  but  may  have  lost 
nimbleness.  Winning  its  spot  atop  the 
heap  wasn't  easy.  Now.  staying  there 
may  prove  even  harder. 

By  Joseph  Weber  in  Rahuay.  X.J. 


THE  POOR  MAN'S  STOCK  MARKET:  A  NEW  YORK  R AILESIRD  STUDIES  RUPERT  MURDOCH'S  FORM 


AND  DOWN  THE  STRETCH 
THEY  COME . 


Robeit  Maxwell  goes  head-to-head  with  the  Daily  Racing  Form 


R 


obert  Maxwell  pursues  Rupert 
Murdoch  the  way  racehorses  used 
vlo  chase  Secretariat:  from  several 
lengths  back.  So  it  seems  apt  that  the 
British  media  baron  is  now  challenging 
his  rival's  primacy  at  the  track. 

Maxwell  has  always  shadowed  Mur- 
doch (table).  Like  Triple  Crown  winner 
Secretariat.  Murdoch  usually  finishes 
first.  His  media  empire  includes  Britain's 
largest  tabloid.  America's  newest  TV  net- 
work, and  its  dominant  horse-racing 
newspaper,  the  Daily  Raciyig  Form. 
Maxwell  publishes  Britain's  second-larg- 
est tabloid,  and  on  Mar.  5.  he  agreed  to 
buy  New  York's  ailing  Daily  News — 15 
years  after  Murdoch  acquired,  and  later 
sold,  the  Xeu-  York  Post. 
maiden  effort.  Maxwell's  deal  is  contin- 
gent on  reaching  a  settlement  with  the 
Xeus's  stinking  labor  unions  by  Mar.  11. 
A  spokeswoman  says  Maxwell  was  to 
meet  with  union  leaders  on  Mar.  7.  The 
paper's  owner,  Tribune  Co..  threatens  to 
shut  down  the  News  if  no  agreement 
with  Maxwell  is  reached  by  Mar.  15. 

But  whether  or  not  Maxwell  buys  the 
Xeus,  he's  busy  challenging  Murdoch  on 
another  front  by  launching  The  Racing 
Times,  a  daily  newspaper  to  compete 
with  the  hugely  profitable  Racing 


v.v. 


Form.  The  rivalry  persists  at  a 
when  their  ambitious  styles  have 
cramped  by  onerous  financial  problem 
Maxwell  recently  sold  his  British 
holdings  to  pay  down  debt  from  his  19$ 
acquisition  of  book  publisher  Macmilla 
Inc.  And  Murdoch  may  be  forced  to 
off  his  U.  S.  magazines,  which  inclu( 
Mirabella  and  Premiere,  to  reduce  h 
$8.2  billion  debt.  Even  the  Racing  For 
is  a  question  mark:  Analysts  speculate 
too  mav  be  sold,  though  Murdoch 


MATCH  RACIf 

WHERE  ROBERT  MAXWELli 


MAXWELL 


PUBLISHES 

The  Daily  Mirror,  The  European 
The  Sunday  Mirror,  and  The  Sportin 
in  Britain 


LAUNCHING 

The  Racing  Times 


OWNS 

Macmillan  Inc. 
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ns  Corp.  denies  any  deals  are  brew- 

'hat's  just  one  reason  bettors  are 
:h  to  put  money  on  the  outcome — 
n  in  a  business  where  every  clash  is 
it  for  the  oddsmaker.  "I'm  not  sure 
xwell  can  make  any  money  from 
I"  says  Len  Ragozin,  who  owns  The 
tets,  a  betting  publication  that  rates 
ses.  But  he  hedges:  "The  Racing 
■in  is  very  stodgy.  So  who  knows?" 
laxwell's  strategy  is  to  use  color  and 
;r  more  serious  editorial  matter  than 
Raring  Form.  He  has  hired  Steven 
;t,  former  racing  columnist  of  The 
v  York  Times,  as  editor-in-chief.  And 
>t  has  gathered  top  racing  journalists 
n  papers  such  as  the  Daily  Netvs  and 
Los  Angeles  Times.  "We  see  this  as 
roper  newspaper  that  prints  all  the 
/s  and  reports  the  truth,"  says 
irge  White,  managing  director  of  The 
'.ing  Times  and  a  longtime  executive 
Maxwell's  Mirror  Group,  which  will 
ich  the  paper  on  Apr.  5. 
hyonesque.'  Facing  fans  agree  the 
ring  Form  doesn't  offer  highbrow 
•nalism.  But  most  bettors  aren't  look- 
for  that  anyway.  What  they  want 
reliable  statistics  on  the  past  perfor- 
lces  of  horses.  "Racing  fans  are  Run- 
esque  figures,"  says  Mike  Warren, 
sident  of  the  Baltimore  Bulletin,  a 
:ing  publication.  He  wonders  whether 
well's  writers  will  lure  such  readers 
r.  the  Racing  Form's,  jaunty  prose 
exhaustive  statistics.  For  96  years,  it 
been  as  indispensable  to  railbirds  as 
r  binoculars. 

that's  more,  the  market — while  still 
■ative — has  been  eroding  steadily, 
irly  70  million  people  went  to  the 
:k  in  1989,  according  to  Christiansen/ 
innings,  a  consulting  firm  to  the 
ibling  industry.  That  figure  is  down 
from  1980.  The  increase  in  off-track 
pari-mutuel  betting  has  partly  offset 
decline:  The  total  amount  of  money 
jered  on  horses  has  risen  25$  since 
D,  to  about  $14  billion.  But  the 
wth  hasn't  kept  pace  with  inflation. 


AEDIA  BUSINESS 

MURDOCH  COMPETE 


MURDOCH 


PUBLISHES 

The  Sun,  The  Times, 
day  Times,  and  News  of  The  World 
in  Britain 


PUBLISHES 

Daily  Racing  Form 


OWNS 

HarperCollins  Publishers 

DATA:  COMPANY  REPORTS 


Still,  the  Racing  Form's  grip  on  these 
bettors  has  made  it  rich  pickings  for 
Murdoch.  With  a  circulation  of  only 
100,000,  analysts  estimate  the  paper — 
which  Murdoch  acquired  in  his  1988  pur- 
chase of  Triangle  Publications  Inc. — 
earns  about  $30  million  a  year.  And  be- 
cause it  is  supported  mostly  by  news- 
stand sales,  the  Racing  Form  isn't  as 
vulnerable  to  advertising  downturns  as 
most  publications.  John  Reidy,  an  ana- 
lyst at  Smith  Barney,  Harris  Upham  & 
Co.,  estimates  the  paper  is  worth  $300 
million.  And  he  says  it's  going  to  cost  a 
bundle  to  dislodge  it. 

Maxwell  executive  White  insists  he's 
keeping  startup  costs  between  $8  million 
and  $10  million.  He  predicts  that  in  mid- 
1993,  The  Racing  Times  will  break  even 
with  a  circulation  of  about  40,000.  He 
blanches  at  comparisons  with  The  Na- 
tional, a  daily  sports  paper  that  has  run 
into  trouble  because  of  its  hefty  produc- 
tion costs  and  editorial  salaries.  White 
says  it  didn't  take  big  salaries  to  attract 
his  writers.  And  he  claims  Maxwell's  to- 
tal investment  before  turning  a  profit 
will  be  a  modest  $20  million. 

The  Racing  Times  will  initially  cover 
15  to  20  of  the  40  major  tracks  in  Ameri- 
ca, including  BelmoYit  Park,  Santa  Anita, 
and  Churchill  Downs.  The  paper  will 
have  the  same  price  as  the  Racing 
Form:  $2.50.  By  giving  the  tracks  a  cut 
of  sales,  White  hopes  to  break  into 
newsstands  at  tracks  that  sell  only  the 
Racing  Form.  Observers  agree  that  The 
Racing  Times's  best  chance  of  success 
is  to  persuade  bettors  its  statistics  are 
as  sound  as  the  Form's.  "You're  talking 
about  a  publication  that  people  use  for 
gambling,"  says  Warren,  "There's  no 
loyalty."  The  Racing  Times  will  use 
data  from  Equibase,  a  joint  venture  of 
the  Jockey  Club  and  several  tracks.  Edi- 
tor Crist  acknowledges  that  Equibase 
only  began  collecting  statistics  3Vi  years 
ago.  But  he  says  that  with  time,  his  data 
will  be  as  complete  as  the  Form's. 

That  doesn't  impress  the  publishers  of 
the  Racing  Form.  "It,'s  a  finite  market," 
says  William  H.  Williams,  the  paper's 
national  general  manager,  "and  they'll 
find  that  out."  Still,  in  recent  months, 
the  Racing  Form  has  added  color  and 
gussied  up  its  format.  Williams  insists 
the  changes  reflect  Murdoch's  influence, 
not  Maxwell's  challenge. 

Crist  predicts  readers  will  like  Max- 
well's mix  of  solid  journalism  and  fresh 
statistics.  And  he's  betting  that  the  mer- 
curial Maxwell  will  stick  by  the  venture: 
"The  biggest  security  blanket  is  that 
he's  going  against  Murdoch." 

Crist  has  had  a  hot  hand  lately:  On  St. 
Valentine's  Day,  he  won  $53,949  playing 
the  Pick  Six  at  New  York's  Aqueduct 
racetrack.  And  now  he  thinks  he  has  a 
sure  thing:  Robert  Maxwell,  to  win. 

By  Mark  handler  in  New  York 
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General  Motors 
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Mobil 
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Ford  Motor 
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IBM 
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General  Electric 
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1  7 

'si  in 

27 
million 
Americans 
cant  read. 
And  guess 
who  pays 

the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back  ...by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


Coalition  for  Literacy 
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A  Strong  Workers  Compensation  System  Can  Hel] 
Keep  Medical  Costs  From  Swelling* 


Everyone  agrees  injured  workers  deserve 
quality  medical  care. 

They  also  agree  that  quality  care  helps  in- 
jured workers  get  back  to  work  earlier. 

Unfortunately,  they  also  agree  controlling 
out-of-control  medical  costs  is  one  of  the  most 
pressing  problems  we  face  today. 

The  Problems 

Americas  health  care  costs  are  skyrocketing. 
Heading  into  the  1990s,  it's  already  worse— the 
word  "crisis"  has  been  used  more  than  a  few 
times.  And  the  forecast  isn't  good. 

As  if  that  weren't  bad  enough.  Workers 
Compensation  medical  costs  are  even  more  out- 


of-hand.  outpacing  both  health  care  increase 
and  inflation.  It's  a  serious  situation  that's  spp 
ing  and  direcdy  affecting  America's  workplal 
workforce,  and  productivity. 

The  Solutions 

There  are  answers  to  deflate  the  over- 
inflated  Workers  Compensation  medical  com 

First  of  all.  we  need  to  better  manage  trft 
ment  and  rehabilitation. 

Beyond  that,  we  need  sensible  fee  schec§ 
We  need  to  eliminate  "doctor  shopping"  anc 
necessary  testing.  We  need  to  look  more  serij 
ously  at  cost  containment  programs,  includii 
utilization  reviews.  PPOs  and  other  manage] 


Help  Strengthen  Workers  Compensate 


systems.  And  we  need  to  ensure  appropriate 
bilitation  so  the  injured  worker  can  return  to 
k  quickly. 

Improvements  like  these  will  take  changes 
state  level,  and  the  involvement  of  business 
ers  on  a  personal  level.  All  in  an  effort  to 
:e  cost  containment  go  hand-in-hand  with 
ity  care. 

The  Next  Steps 

There  are  actually  a  couple  of  ways  you  can 
the  situation: 

For  starters:  Be  aware.  Find  out  what  your 
:.'s  situation  is.  how  you're  affected,  and  what 
can  do  to  help.  Talk  to  your  insurance  com- 


pany or  business  trade  association. 

Or  two:  Share  your  views  by  writing  to 
Gary  Countryman.  President  and  CEO  of 
Liberty  Mutual.  175  Berkeley  Street.  Boston.  MA 
02117.  We'll  help  you  get  in  touch  with  people  in 
your  state  who  can  help. 

Remember.  Workers  Compensation  is  a 
hard-working  system  that  should  benefit 
everyone  it  touches. 

And  the  more  attention  we  all  pay  now.  the 
more  costs  we'll  be  able  to  hold  down  later. 


LIBERTY  i 
MUTUAL, 


cause  When  A  Worker  Has  An  Accident,  Everybody  Gets  Hurt. 


Commentary/by  Aaron  Bernstein 


BUSTING  UNIONS  CAN  BACKFIRE  ON  THE  BOTTOM  LINE 


hired  security  guards  to  protect  them. 

But  when  D-Day  arrived  last  Octo- 
ber, the  company  had  overlooked  one 
factor:  the  newsstands  that  sold  80%  of 
all  copies.  Most  of  them  dropped  the 
News  after  requests — and  some  vio- 
lence— by  union  members.  The  News's 
circulation  never  recovered,  advertisers 
stayed  awav  in  droves,  and  losses  hit 
$750,000  a  day.  In  mid-February,  frus- 
trated Tribune  officials  finally  agreed 
to  bring  in  a  mediator  to  forge  a  deal. 
But  the  animosities  proved  too  great. 
The  paper  will  be  sold  to  British  media 
baron  Robert  Maxwell— if  he  can  win 
concessions  from  the  unions. 

The  dispute  didn't  have  to  end  this 
way.  Although  bargaining  has  fallen 
out  of  favor  with  hardline 
managers,  it's  still  more  ef- 
ficient than  ultimatums.  In- 
deed, the  New  York  Post 
got  life-saving  concessions 
last  fall  from  the  same 
unions  that  Tribune  Co.  de- 
cided to  fight.  The  Post, 
however,  was  willing  to 
compromise.  In  one  week, 
the  unions  coughed  up  20% 
salary  cuts  and  saved  the 
paper,  at  least  for  a  while. 
value  added.  As  odd  as  it 
sounds,  one  prominent  com- 
pany even  thinks  unions  can 
help.  Over  the  past  two  de- 
cades, tiremakers  have  kept 
the  United  Rubber  Workers 
'  A  out  of  most  new  U.  S. 
plants.  But  Japan's  Bridge- 
stone  Corp.,  which  bought 
Firestone  Tire  &  Rubber  Co. 
in  1988,  voluntarily  recognized  the  URW 
this  January  at  a  $350  million  plant  in 
Warren  County,  Tenn.,  after  a  majority 
of  the  plant's  150  hourly  workers  said 
they  wanted  the  union.  Bridgestone  of- 
ficials say  they  see  an  advantage  in 
having  a  union  as  a  partner  in  the  facil- 
ity. "We  saw  a  value  added  on,  as  op- 
posed to  a  threat,"  explains  Samuel  L. 
Torrence,  Bridgestone/Firestone  Inc.'s 
human  resources  director. 

After  a  decade  in  which  manage- 
ment has  gained  the  upper  hand 
against  unions,  Bridgestone's  approach 
isn't  likely  to  catch  on.  But  it  looks  no 
worse  than  the  strategy  of  companies 
who  aimed  their  biggest  guns  at  la- 
bor— and  shot  themselves  in  the  foot. 


■  n  the  1980s,  U.S.  employers  pur- 
I  sued  two  sharply  divergent  strate- 
Bgies  in  dealing  with  organized  la- 
bor. Some  followed  the  examples  set 
by  President  Reagan  when  he  crushed 
the  1981  air-traffic  controllers'  strike, 
and  by  Frank  Lorenzo,  who  used  hard- 
ball tactics  to  cut  labor  costs  at  two 
airlines,  Continental  and  Eastern.  Oth- 
ers used  an  approach  commonly  associ- 
ated with  the  Japanese.  Ford  Motor 
Co.  and  Cummins  Engine  Co.,  among 
others,  established  cooperative  rela- 
tions with  unions,  hoping  that  team- 
work would  boost  productivity  and 
quality  and  hold  down  costs. 

It  has  taken  time  to  tell  which  ap- 
proach works  better,  but  the  evidence 
is  coming  in.  Eastern  Air- 
lines Inc.  is  in  liquidation, 
and  Continental  Airlines 
Inc.  wallows  in  bankruptcy. 
So  does  Greyhound  Lines 
Inc..  which,  according  to  the 
National  Labor  Relations 
Board,  violated  labor  laws  in 
an  effort  to  oust  its  union. 
'macho  behavior.'  Even 
mighty  Tribune  Co.  has  ten- 
tatively agreed  to  sell  its 
New  York  Da  ill/  News,  hav- 
ing failed  to  oust  its  unions 
in  a  four-month  strike  or  to 
settle  with  them.  "What 
gets  the  headlines  is  macho 
behavior  with  high  testos- 
terone levels,"  says  Audrey 
Freedman,  the  Conference 
Board's  labor  economist. 
"But  over  the  long  haul, 
moderate  behavior  is  proba- 
bly more  efficient." 

Of  course,  some  companies,  such  as 
Phelps  Dodge  Corp.  and  George  A. 
Hormel  &  Co.,  have  broken  unions.  But 
these  often  mav  be  Pvrrhic  victories. 
In  1986.  William  N.  Cooke,  a  Wayne 
State  University  professor  of  industrial 
relations,  surveyed  56  unionized  manu- 
facturers that  either  ousted  unions  or 
developed  cooperative  relations  with 
them  in  1974  or  1975.  After  adjusting 
for  changing  market  conditions  and 
other  factors.  Cooke  and  a  colleague 
reached  a  startling  conclusion. 

Employers  that  had  tried  teamwork 
— about  half  of  the  sample— reported  a 
19'-  increase  over  the  decade  in  value 
added  per  employee,  defined  as  operat- 


ing income  plus  inventory  divided  by 
the  number  of  workers.  The  combative 
employers  reported  a  15%  decline.  Ap- 
parently, this  reflects  the  huge  cost  of 
withstanding  a  union-busting  strike, 
plus  the  lingering  effects  on  employee 
morale.  These  companies  may  eventu- 
ally recover  from  such  shocks.  Still, 
adds  Cooke,  "our  evidence  suggests 
that  cooperation  seems  to  pay  off  the 
best,  at  least  so  far." 

Putting  aside  the  ethics  of  casting 
off  longtime  employees,  the  drawback 
in  trying  to  break  unions  is  the  all-or- 
nothing  gamble  it  entails.  Lorenzo's 
bet  worked  in  1983  at  Continental, 
where  the  unions  were  caught  off 
guard  and  many  workers  crossed  their 


own  picket  lines.  But  at  Eastern  six 
years  later,  the  unions  were  ready,  and 
feuding  pilots  and  mechanics  united  to 
fight  a  common  enemy.  Eventually,  the 
dispute  became  so  personal  that  East- 
ern workers  were  willing  to  throw 
away  their  jobs  rather  than  work  for  a 
man  they  disliked. 

The  Daily  Neivs  showed  that  even 
good  planning  doesn't  always  help.  Tri- 
bune executives  spent  more  than  a 
year  and  $24  million  preparing  for  a 
showdown.  They  set  up  a  mock  news- 
room to  practice  publishing  under 
strike  conditions.  And,  knowing  that 
other  companies  had  lost  strikes  when 
they  couldn't  deliver  the  paper,  the 
News  trained  nonunion  drivers  and 
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©  Eastman  Kodak  Company.  199] 


Every  copier  company 
makes  promises. 
Kodak  backs  them  up 
where  it  counts: 
in  products,  service 
and  innovation. 


PERFORMANC 
THAT 

COUNTS 


Kodak  copiers  perform  on  every  level:  with  products  that  deliver 

exceptional  quality;  with  service  that's  fast  and  reliable; 

with  innovations  designed  to  make  people  perform  better.  And,  Kodak 

copiers  come  with  this  customer  satisfaction  guarantee: 

either  you're  happy  or  we'll  do  whatever  it  takes  to  make  you  happy. 

So  it's  no  surprise  that  independent  customer  surveys  rate 

Kodak  #  1  in  customer  satisfaction  year  after  year. 


Performance  that  counts 
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Compaq  presents  PCs 
for  people  with  basic  needs. 
(But  not-so-basic  wants) 


Your  need  for  speed  is  met  two  ways. 
The  COMPAQ  DESKPRO  386s  is  powered 
by  Intel's  16-MHz  386SX  microprocessor 
while  the  COMPAQ  DESKPRO  286s  is 
powered  by  a  12-MHz  286  microprocessor. 


« Shhh..'.' 

Everyone  needs  a  little  peace  and  quiet 
That  's  wh\  both  PCs  emplo\  dual-speed  fans  and  a  fixed  disk  dm  e 
time-out  to  ensure  quiet  operation 


If  y  ou  want  to 
look  good,  we  can 
help  you  out  in  a  hurry 
with  standard  features 
such  as  accelerated 
VGA  graphics  that  offer 
132-column  support. 


(3 


□ 


Sometimes,  you  just  want  to 
keep  a  low  profile.  In  this  case, 
our  CPU  is  just  3.9''  high. 
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There  are  times  when  you  need  a  little  outside 
help.  Built-in  parallel,  serial  and  pointing 
device  interlaces  let  you  connect  a  mouse, 
modem  and  printer  without  using  a  slot. 


People  want  their  personal  space.  Our  CPU 
footprint  is  a  trim  15"  wide  by  14.9"  deep 
So  it  won  'I  lake  over  your  desk 


These  days,  you  want  a  sense  of  security. 
Especially  if  you  work  on  a  network. 
A  range  of  software  and  hardware  features  are 
built  in  to  safeguard  data  and  PC  components. 


You  need  fools  that  work  the  way  you  work. 
That's  why  you  II  find  the  flexibility  to  use  a 
3' I:-  or  5' It-inch  diskette  drive,  a  fixed  disk 
drive  or  even  a  diskless  model 


2-  N 


The  COMPAQ  DESKPRO  386N  and  COMPAQ  DESKPRO  286N  Personal  Computers  are  not-so-basic 
solutions  for  both  stand-alone  and  networked  computing.They  were  designed  from  the  ground  up  not  just 
to  be  the  most  affordable  COMPAQ  PCs  ever,  but  to  live  up  to  our  mandate  of  simply  working  better. 

This  means  they  deliver  optimized  performance  and  a  long  list  of  integrated 
features.  It  means  they  offer  the  flexibility  to  be  easily  configured  to  your  needs. 
It  also  means  they've  survived  the  industry's  most  exhaustive  tests  for  reliability 
and  for  compatibility.  Things  you  simply  cannot  place  a  price  tag  on. 

So  when  you  compare  COMPAQ  with  lower-priced  alternatives, 
look  beyond  the  basics.  You'll  find  COMPAQ  delivers  the  better  value.  For  more  details 
and  the  location  of  your  nearest  Authorized  COMPAQ  Computer  Dealer,  just  call  1-800-231- 
Operator  135.  In  Canada,  1-800-263-5868,  Operator  135. 

 comma 

It  simply  works  better. 
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CORPORATE  FINANCE  I 


GE'S  FINANCE  ARM  IS  SHOWING 
SOME  BRUISES 


Despite  an  elaborate  monitoring  system,  a  number  of  corporate  loans  have  become  embarrassment 


■  t  was  1986,  and  managers 
H  at  Channel  Home  Centers 
H  Inc.  longed  to  join  the  lever- 
aged buyout  party  then  in  full 
swing.  GE  Capital  Corp.  was 
there  to  open  the  door,  lending 
them  the  money  to  gain  control 
of  the  chain,  which  then  had 
157  hardware  stores.  But  the 
party  is  now  over:  Competition 
from  superstores  such  as  Home 
Depot  Inc.  and  small  neighbor- 
hood hardware  stores  has 
squeezed  midsize  Channel.  By 
1990,  its  revenues  had  slid  by 
one-third,  to  $400  million.  On 
Jan.  14,  the  company  filed  for 
Chapter  11  bankruptcy  protec- 
tion. And  GE  Capital,  the  far- 
flung  finance  arm  of  giant  Gen- 
eral Electric  Co.,  wound  up 
with  a  big  unpaid  loan,  now  to- 
taling $268  million. 

The  Channel  loan  is  just  one 
of  a  considerable  string  of  bad 
LBO  investments  that  are  af- 
flicting GE  Capital,  which  had 
long  been  renowned  for  its 
lending  savvy  and  awesome 
profit  margins.  The  bad  loans 
are  having  only  a  negligible  im- 
pact on  the  parent  company's 
profits — $4.3  billion  last  year, 
up  97 .  But  they  have  raised  se- 
rious questions  about  the  elabo- 
rate system  installed  by  the  $70 
billion  financing  concern  in  the 
1980s  to  monitor  LBO  lending 
carefully  and  avoid  embarrass- 
ments such  as  Channel.  Now, 
Gary  C.  Wendt,  the  16-year  GE 
Capital  veteran  who  oversees  it 
and  other  GE  financial  subsid- 
iaries, has  drastically  reduced 
the  company's  ambitions  in  corporate 
financing. 

The  problem  is  centered  in  GE  Capi- 
tal's corporate  finance  unit.  In  1989,  it 
provided  287  of  GE  Capitol's  income,  but 
that  sank  to  27  last  year.  According  to 
an  internal  GE  document,  earnings  in  cor- 
porate finance  have  all  but  evaporated- 
from  $230  million  in  1989  to  $23  million 


WENDT:  SHIFTING  GEARS  AFTER  A  STRING  OF  BAD  LSO  LOANS 


in  1990.  GE  Capital  wrote  off  $410  million 
in  bad  LBO  loans  last  year  for  a  total  of 
$658  million  since  1981.  Without  the 
write-offs,  GE  Capital's  $1.8  billion  earn- 
ings from  LBO  deals  since  1981  would 
have  been  377  higher.  Executives  close 
to  the  company  project  an  additional 
$400  million  in  write-offs  in  the  near  fu- 
ture. In  addition,  as  a  favor  to  ailing 


Kidder  Peabody  &  Co.,  a  felloj 
General  Electric  subsidiary,  (J 
Capital  last  year  assumed  $7$ 
million  in  wobbly  Kidder  LB 
loans. 

Thanks  to  wise  moves  in* 
such  thriving  areas  as  contail 
er  leasing  and  credit  cards,  <J 
Capital  posted  a  20%  earning 
boost  last  year,  to  $979  millio 
handily  offsetting  the  we; 
ness  in  corporate  finance.  R 
serves  against  loan  loss 
stayed  constant  at  $1.36  billk 
in  1990.  Warren  C.  Jenson,  GE 
manager  of  investor  relation 
points  out  that  GE  Capit 
moved  quickly  to  book  loss' 
on  bad  loans  instead  of  lettir 
the  troubles  build.  For  exai 
pie,  the  company  already  h; 
written  off  $95  million  from  tl 
Channel  loan.  Says  Jenson 
the  lbo  headache:  "Goodby 
it's  over." 

STERLING  RATING.  But  is  it?  I 

far,  Wall  Street  analysts  a: 
comfortable  with  GE  Capital 
debt,  which  stands  at  a  lofty  7 
times  equity.  The  main  reas( 
GE  Capital  has  retained  its  ste 
ling  AAA  rating  from  Standai 
&  Poor's  Corp.  is  its  migh 
parent's  clout,  says  Richai 
Schmidt,  a  credit  analyst 
S&P.  GE  Capital's  total  writ 
offs — including  LBOs  and  re 
estate — totaled  $839  million 
1990.  Schmidt  hopes  the  LI 
portfolio  doesn't  continue 
sink,  which  could  require  depl 
tions  of  equity.  "They're  leve 
aged  higher  than  we  typical 
feel  comfortable  with,"  he  say 
GE  Capital's  troubles  are  less  seve 
than  those  at  other  finance  subsidiary 
of  large  corporations,  especially  tho; 
that  have  expanded  far  beyond  the  jc 
of  handling  their  parents'  consumer  r 
ceivables.  On  Feb.  27,  Westinghou 
Electric  Corp.  reported  a  fourth-quart* 
loss  of  $449  million  and  a  $975  mill! 


write-off  because  of  troubles  at  its 
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icing  arm,  Westinghouse  Financial 
•vices  Inc.  The  announcement  came 
er  Westinghouse  called  in  Lazard 
;res  &  Co.,  an  outside  investment 
n,  to  do  an  internal  review.  GE  Capital 
icials  say  that  their  company's  diver- 
/  keeps  them  well  insulated  from  such 
idicaments.  "We've  got  an  awful  lot 
things  going  for  us,  so  we're  not  flog- 
g  ourselves,"  says  Dennis  I).  Dam- 
rman,  senior  vice-president  for  fi- 
ice  at  parent  GE. 

all  comfort.  GE  Capital  executives 
letheless  are  plainly  worried  about 
ir  situation.  The  corporate  finance 
ef,  Dennis  J.  Carey,  sent  out  a  memo 
January  that  promised  to  "refocus" 
j  organization.  "We  have  a  huge  task 
;ad  of  us,"  he  warned.  As  part  of  its 
backs  in  corporate  finance,  GE  Capital 
ittered  offices  in  Menlo  Park,  Calif., 
1  Toronto  last  November  and  laid  off 
re  than  100  employees, 
["he  tattered  balance  sheets  of  numer- 
;  other  LBO  financiers  are  of  little  so- 
e  to  GE  Capital  executives.  Their  com- 
iy  has  always  assumed  that  it  was 
nune  from  the  sloppy  miscalculations 
it  beset  less  fastidious  competitors, 
the  buyout  craze  gathered  force,  GE 
pital's  corporate  finance  unit  adopted 
ensive  ground  rules  to  protect  itself, 
fore  making  a  loan,  GE  Capital  sub- 
ts  prospective  borrowers  to  a  meticu- 
s  examination.  Carey  once  said  that 
Ic  evaluators  on  his  staff  outnumbered 
dmakers  by  2  to  1.  GE  Capital  also 
•eads  the  risk:  Its  100  LBO  loans  are 
tributed  throughout  the  U.  S.  and  Eu- 
>e.  About  72%  of  its  total  LBO  expo- 
se is  senior  debt,  meaning  GE  Capital 
1  be  first  in  line  in  the  event  of  a 
lkruptcy. 

^or  a  time,  the  ground  rules  appeared 
be  working  well.  From  1987  to  the 
isent,  GE  Capital's  corporate  finance 
•tfolio  grew  nearly  93%,  to  $8.5  billion, 
e  corporate  finance  team  earned  ap- 
>ximately  $100  million  on  the  1984 
yout  of  Tiffany  &  Co.  The  lender  still 
ns  750,000  of  the  retailer's  shares.  In 
58,  GE  Capital  helped  managers  buy 
mtgomery  Ward  &  Co.  for  $3.8  billion, 
e  new  Ward  owners  went  on  to  turn 
ses  of  nearly  $160  million  in  1981  into 
1153  million  profit  in  1990.  After  some 
igh  going,  GE  Capital's  18%  stake  in 
i  R.  H.  Macy  &  Co.  buyout  is  turning 
o  a  possible  winner:  The  venerable  de- 
rtment-store  chain  is  cutting  debt  and 
isting  advertising,  and  its  losses  nar- 
ved  for  the  quarter  ended  Feb.  2  to 
3  million. 

Sfet  even  GE  Capital's  largely  success- 
early  record  was  marred  by  misfires. 
1983,  it  lent  $50  million  to  the  contro- 
rsial  Middle  East  businessman  Adnan 
Khashoggi  to  buy  a  small  oil  and 
shalt  company  called  Edgington  Oil 
.  Court  documents  say  that  Kha- 


shoggi withdrew  up  to  $89  million  to 
finance  his  lifestyle  and  other  ventures. 
GE  Capital  later  pressured  Edgington  to 
separate  from  Khashoggi,  whom  a  Cali- 
fornia investor  bought  out  in  late  1988 
after  Edgington's  parent  filed  for  Chap- 
ter 11.  Efforts  to  reach  Khashoggi  for 
comment  were  unsuccessful.  GE  Capital 
says  no  one  knew  until  relatively  recent- 
ly about  issues  that  raised  questions 
concerning  his  character — such  as  Kha- 
shoggi's  involvement  with  the  Iran-«m- 
tra  affair  and  with  Philippine  dictator 
Ferdinand  Marcos.  Still,  GE  Capital  man- 
aged to  get  its  money  back. 

But  as  deal  mania  heated  up,  so  did  GE 


GE  CAPITAL'S 
FIZZLED  INVESTMENTS 

SHOE-TOWN  GE  Capital  made  $168  million 
loan  for  recapitalization  of  retailer  in  1988. 
Losses  have  produced  $15  million  in  write- 
offs so  far.  A  GE-sponsored  management 
team  now  runs  company 

SAGE-ALLEN  Executives  borrowed  $42  mil- 
lion in  1987  to  buy  New  England  department 
store  chain.  Business  slumped,  and  company 
closed  its  flagship  store  in  Hartford.  GE  Capi- 
tal now  controls  the  business 

CHANNEL  HOME  CENTERS  GE  Capital  provid 
ed  financing  for  management-led  buyout  in 
1986.  Since  then,  Channel  revenues  have 
plummeted  by  one-third,  and  company  filed 
for  Chapter  1 1  in  January.  Money  owed  to 
GE  Capital:  $268  million  

PEGASUS  BROADCASTING  GE  Capital  lent 
$96  million  to  managers  for  1986  buyout  of 
media  company,  which  had  four  TV  stations 
and  a  production  studio.  With  Pegasus'  finan- 
cial condition  deteriorating,  GE  Capital 
bought  company  in  1990 

MANAGEMENT  CO.  ENTERTAINMENT  GROUP 

GE's  Kidder  Peabody  furnished  $69  million 
in  1989  for  movie  company  to  buy  Virgin  Vid- 
eo Ltd.,  a  U.K.  video  distributor.  GE  Capital 
then  took  over  the  loan.  MCEG  is  now  in 
Chapter  11,  and  GE  has  foreclosed  on  Virgin 

DATA:  BW 


Capital's  eagerness  to  play.  While  pro- 
fessing caution,  it  appears  to  have  re- 
laxed some  of  its  rigorous  standards.  It 
jumped  into  often  high-priced  media  and 
retail  deals,  boosting  those  sectors  to 
53%  of  its  portfolio.  Insiders  say  GE  Cap- 
ital believed  that  it  had  special  expertise 
in  these  industries:  in  media  through  its 
ownership  of  NBC  and  in  retailing 
through  Kidder,  which  has  specialized  in 
retail  financing.  During  the  1980s,  GE 
Capital  became  one  of  the  largest  cable- 
TV  underwriters  in  the  U.  S.,  with  com- 
bined cable  and  other  media  transactions 
totaling  $2.9  billion.  "It  was  the  hot 
area,"  says  Paula  Greer,  associate  ana- 
lyst at   Cable  TV  Banker/ Broker,  a 


newsletter.  "They  were  very  willing 
to  lend." 

Unfortunately,  GE  Capital  found  itself 
involved  in  activities  that  were  especially 
vulnerable  to  the  current  recession. 
Some  broadcast  outlets  that  once 
seemed  like  unassailable  cash  cows  have 
been  slaughtered  by  declining  ad  reve- 
nues that  don't  cover  high  LBO  debt.  One 
graphic  example  was  the  1986  manage- 
ment buyout  of  Pegasus  Broadcasting 
Inc.,  which  owned  three  U.  S.  TV  stations 
and  one  in  San  Juan.  GE  Capital  contrib- 
uted $96  million,  while  Pegasus  execu- 
tives put  up  only  $500,000.  GE  Capital  did 
insist  on  stringent  debt  covenants:  Un- 


less Pegasus  could  maintain  cash  flow  at 
certain  levels,  GE  Capital  could  take  over 
the  company. 

Former  Pegasus  President  Christo- 
pher Brennan  insists  that  everyone  in- 
volved in  the  deal  knew  that  the  cash 
flow  wouldn't  be  high  enough  to  service 
such  onerous  debt.  The  plan  was  to  re- 
capitalize the  company  within  three 
years  with  a  junk  private  placement.  By 
the  time  Pegasus  needed  to  recapitalize, 
though,  the  junk  market  had  collapsed. 
GE  Capital  had  no  choice  but  to  buy  out 
the  woebegone  enterprise  last  April.  The 
company's  top  executives  have  left.  It  is 
now  operated  by  a  media  management 
concern  hired  by  GE  Capital.  Lenders 
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generally  don't  like  to  take  over  compa- 
nies. But  says  GE  executive  Dammer- 
man:  "It  doesn't  scare  us." 

GE  Capital  had  similar  bad  luck  when  it 
had  to  take  over  another  GE-financed  TV 
station,  WCSC  in  Charleston,  S.  C.  With 
the  station  sinking  under  a  heavy  debt 
load,  Harold  Crump,  WCSC  president  and 
co-owner,  put  it  on  the  market  and 
thought  he  had  a  buyer.  But  when  Hur- 
ricane Hugo  damaged  the  station  in  late 
1989,  the  buyer  vanished.  That  forced  GE 
Capital  to  make  the  rescue. 
'SUCKERED.'  The  easing  of  GE  Capital's 
lending  vigilance  is  even  more  apparent 
in  its  portfolio  of  retail  LBOs.  "They 
were  taking  some  of  the  biggest  risks  in 
the  industry,"  asserts  one  Wall  Street 
investment  hanker  who  specializes  in  re- 
tail deals.  "They  got  suckered  a  lot." 

Several  retailing  deals  beside  Channel 
Home  Centers  went  awry.  GE  Capital 


has  been  forced  to  send  its  own  manag- 
ers to  run  Shoe-Town  Inc.,  based  in 
Totowa,  N.J.,  after  its  $168  million 
buyout  loan  in  1988  fell  apart.  It  also 
stepped  in  at  Sage-Allen  &  Co.,  a  Con- 
necticut department  store.  Managers 
had  bought  the  store  in  1987  with  $42 
million  provided  by  GE  Capital.  But  they 
soon  withered  under  competition  from 
much  larger  chains.  Sage-Allen  has 
closed  its  flagship  store  in  downtown 
Hartford.  GE  brought  in  a  turnaround 
specialist.  Vendors,  though,  aren't  con- 
vinced Sage-Allen's  problems  are  over. 
"It's  had  troubles  for  a  long  time,"  says 
Richard  Hastings,  senior  retail  credit  an- 
alyst at  Solo  Credit  Service  Corp. 

With  its  unexpected  experience  in  the 
field  of  LBO  disasters,  GE  Capital  has  es- 
tablished a  new  business:  rescuing 
soured  deals,  those  of  others  as  well  as 
its  own.  It  is  lending  money  to  bankrupt 


and  other  struggling  companies  to  hel 
them  restructure.  So  far,  GE  Capital  ha 
made  $2  billion  in  financing  commi 
ments  for  companies  such  as  L.  J.  Hool 
er,  Federated  Department  Stores,  an 
National  Gypsum.  These  loans  are  obv 
ously  risky,  but  they  pay  alluringly  hig 
interest.  "I  think  it's  a  huge  market, 
says  Jeffrey  H.  Coats,  the  senior  vic< 
president  who  heads  the  activity. 

But  is  the  new  foray  sufficient  to  bee 
up  GE  Capital's  weakened  corporate  f 
nance  arm?  Hardly.  Competition  is  stii 
in  this  arena:  Nearly  every  major  Wa 
Street  firm  is  trying  to  build  a  bankrup 
cy  workout  business.  Even  if  GE  Cap 
tal's  workout  specialty  takes  off,  it's  nc 
likely  to  make  up  for  the  lost  earning 
and  write-offs  from  the  lender's  massiv 
LBO  portfolio.  At  GE  Capital,  the  hanj 
over  from  the  LBO  party  throbs  on. 

By  Todd  Vogel  in  Fairfield,  Com 


MARKETS  &  INVESTMENTS! 


WHY  THE  BULLS  ARE  BETTING 
ON  GREENER  PASTURES 


The  vision  of  a  Fed-inspired  recovery  is  spurring  the  runup 


In  the  public  eye,  the  Dow  Jones  in- 
dustrial average  is  the  stock  market, 
and  the  Dow's  ups  and  downs  are 
the  measure  of  success.  The  Dow  is  try- 
ing to  vault  the  3000  barrier,  and,  for  a 
while  on  Mar.  6,  it  looked  like  it  would 
clear  the  hurdle  only  to  fall  back.  Last 
July,  the  Dow  made  a  couple  of  attempts 
to  close  above  3000  but  failed.  In  subse- 
quent months,  the  market  rolled  down- 
hill, giving  up  600  points. 

This  time  is  different.  The  Dow  is  like- 
ly to  close  above  3000  soon.  The  broad 
stock  market  is  on  a  tear,  and  it's  the  30 
stocks  in  the  Dow  that  are  hustling  to 
catch  up.  The  Standard  &  Poor's  500- 
stock  index,  at  376.2,  burst  through 
its  old  record  of  369  on  Mar.  1.  The 
NASDAQ  Composite  Index,  a  measure 
of  the  over-the-counter  market,  and 
the  Wilshire  5000,  the  broadest  U.  S. 
stock  market  index,  have  also 
reached  new  highs. 
'standing  tall.'  "The  rally  was 
based  on  the  perception  that  the  war 
would  be  successful  and  brief  and 
the  economy  would  revive  later  this 
year,"  says  Gordon  Fines,  portfolio 
manager  of  the  IDS  Growth  Fund.  So 
far,  the  first  assumption  has  worked 
out  swimmingly.  "Investors  will 
wait  until  late  spring  for  the  second 
perception  to  work  out,  too." 


The  bulls  are  hoping  that  the  Fed's 
easy-money  policy — which  has  helped 
propel  the  runup — will  rev  up  the  ailing 
economy.  So  far,  the  evidence  of  recov- 
ery is  scant,  though  many  figure  the 
U.  S.'s  swift  and  decisive  victory  in  the 
Persian  Gulf  will  lead  consumers  to  open 
their  pocketbooks.  "America  is  standing 
tall,"  says  William  M.  LeFevre,  market 
strategist  at  Tucker  Anthony  Inc.  "That 
will  start  the  economic  recovery." 

Indeed,  the  market  is  betting  on  bet- 
ter times  for  the  U.  S.  economy.  Technol- 
ogy and  basic-industry  stocks — tied  to 
the  economic  cycle — led  the  first  leg  of 
the  market's  runup  through  mid-Febru- 


114  BUSINESS  WEEK/MARCH  18.  1991 


THE  RALLY  ROARS  ALONG 


29(10 


2800 


2/00 


?600 


21,00 


2400 


DEC  31,1990 


MAR.  6,  199! 


ary.  In  March,  the  same  stocks  came  t 
the  fore  again.  But  even  those  were  b< 
hind  financial-services  stocks  and  coi 
sumer  cyclical  stocks  such  as  auto: 
housing,  and  retailing,  which  are  als 
dependent  on  an  economic  upturn. 

With  the  market  having  come  so 
so  fast,  some  investors  are  wary.  B 
valuation  measures,  stocks  are  no 
cheap.  The  price-earnings  ratio  for  th 
S&P  500  is  17.5,  and  the  dividend  yieli 
3.2!  i .  Strong  gains  in  earnings  'or  bi 
boosts  in  dividends  would  improve  th 
market's  underpinnings,  but  most  woul 
agree  those  are  still  many  months  awa; 

At  the  same  time,  long-term  interes 
rates,  which  dipped  below  8%  in  mi< 
February,  have  backed  up  some  0.25  pe 
centage  points.  That  further  stretchy 
the  stocks'  high  valuation.  But  the  bad 
up  in  rates  could  also  signal  the  bon 
market  that  the  recovery  is  under  wa; 
If  so,  corporate  profits  will  look  bett* 
sooner,  which  will  further  bolster  stock: 
And  there's  more  help  for  stocks.  Ri 
cently,  the  dollar  has  climbed  more  tha 
6%  vs.  the  yen  and  the  mark.  The  firm* 
dollar,  says  Robert  S.  Robbins,  markc 
strategist  for  Robinson-Humphre 
Co.,  will  bring  foreigners  back  to  tb 
U.  S.  "Dollar  assets  now  look  a  k 
more  attractive  to  them,"  he  says. 

The  next  test  for  stocks  coul 
come  in  April.  Stocks  have  been  vu 
nerable  in  Aprils  past,  as  first-qua 
ter-profit  reports  disappoint  invei 
tors.  But  maybe  not  this  time 
"Nobody  even  cares  about  the  firs 
half  of  1991,"  says  ids's  Fines.  Ii 
deed,  if  the  economy  is  showing  ev 
dence  of  a  revival,  the  market  wi 
shrug  off  the  weak  profits  and  coi 
tinue  to  climb. 

By  Jeffrey  M.  Lade  mum  in  Xe 

York 
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EAL  ESTATE'S  LOSS 

>  MARTIN  TAPLIN'S  GAIN 


and  other  'workout'  specialists  heal  ailing  properties — for  a  fee 


A  t  Heritage  USA,  no  high-tech  pas- 
m  sion  plays,  mass  baptisms,  or 
^^televised  church  services  disturb 

quiet.  The  closed  religious  theme 
k  in  South  Carolina  was  once  the 
wy  centerpiece  of  evangelist  Jim 
;ker's  empire,  attracting  6  million  vis- 
s  a  year.  With  Bakker  convicted  of 
ing  his  followers  and  tarred  in  a  sex 
idal,  the  place  had  fallen  into  the 
ches  of  bankruptcy  court.  Creditors 
ired  they  didn't  have  a  prayer 
mloading  the  2,150-acre  resort 
anywhere  near  their  $48  mil- 

in  claims  against  Bakker's  de- 
ct  ministry. 

hen  they  turned  to  Martin  W. 
lin,  a  Surfside  (Fla.)  real  es- 
■  workout  specialist,  who  sold 
place  in  December  for  $50  mil- 
in  cash.  How  did  he  pull  it 
'  First,  he  spent  six  months 
ling  out  how  the  park  operat- 
He  interviewed  former  work- 
watched  videotapes  of  reli- 
is  events,  and  sorted  through 
>rds.  Although  the  creditors 
considered  selling  Heritage  in 
:els,  Taplin  concluded  that  the 
k's  best  shot  was  to  stay  in- 
, — and  that  its  best  sales  pros- 
ts  were  other  evangelists.  The 
er,  California  TV  minister  Mor- 
Cerullo,  plans  to  reopen  the 
k  this  summer. 

lVen-sent.  Taplin  admits  that 
ling  with  fervent  believers 
le  him  jittery:  At  one  meeting 
Bakker  followers  who  had 
ght  $1,000  memberships,  a 
nan  who  had  kept  her  eyes 
ed  the  entire  time  got  up  and 
ded  for  him.  But  then,  recalls 
lin,  "she  thanked  God  for 
ding  me  as  a  rescuer." 
/ith  real  estate  disasters  litter- 


month."  Sometimes,  consultants  are  ex- 
tricating real  estate  from  foreclosure.  At 
other  times,  they're  scrambling  to  pre- 
vent a  property  seizure.  With  more  and 
more  property  falling  into  federal  hands 
because  of  the  thrift  crisis,  Washington 
is  signing  them  up,  too. 

Workout  pros  are  well  paid  for  taking 
on  these  headaches.  Taplin  has  been 
working  far  from  his  native  Florida  dur- 
ing the  past  year,  usually  for  at  least 


nith  why  that  had  happened,"  says 
Lasky.  Answer:  The  hotel  had  installed 
RCA  TVs.  Lasky  put  in  Zenith  sets,  and 
business  picked  up. 

With  the  recession  sapping  earnings,  a 
subspecialty  is  developing  in  the  work- 
out profession:  consultants  who  negoti- 
ate lower  leases  for  cash-strapped  com- 
panies. "We  go  to  landlords  and  show 
them  just  how  weak  the  tenant  is,"  says 
Michael  L.  Silver,  head  of  Chicago's 
Equis  Corp.  Occasionally,  though,  that 
isn't  enough.  Laventhol  &  Horwath,  be- 
set with  a  business  downturn  and  huge 
legal-defense  bills,  signed  up  Silver  to 
slice  rental  costs  for  the  accounting 
firm's  office  space.  For  its  Chicago  of- 
fices, he  negotiated  a  50%  reduction  in  a 
$6  million  yearly  tab.  Nonetheless,  L&H's 
cash-short  woes  forced  it  to  file  for 
Chapter  11  in  December. 

The  workout  industry  won't  lag  any- 
time soon.  Taplin  has  50  projects  on  his 


HOW  TAPLIN  FIXES 
PROBLEM  PROPERTIES 


HERITAGE  USA 


The  religious  theme  park  in  South 
Carolina  went  bankrupt  after  scan- 
dal hit  evangelist  Jim  Bakker.  Lend- 
ers wanted  the  2,150-acre  park  bro- 
ken up,  but  Taplin  felt  it  would  fetch 
a  better  price  intact.  Last  year,  he 
found  another  evangelical  group  to 
buy  it  for  $50  million,  more  than 
lenders  anticipated 


RIVERVIEW  TOWER 


The  24-story  headquarters  of  a 
Knoxville  bank  was  seized  by  feder- 
al regulators  in  1985  after  the  bank 
failed.  Taplin  enticed  tenants  to  the 
empty  building,  then  unloaded  it 
last  year  for  $17  million,  40%  over 
earlier  offers 


SNOWMASS 


This  1,800-acre  vacant  tract  in  Col- 
orado, held  by  a  troubled  thrift,  also 
went  to  the  feds.  Developers  avoid- 
ed it  because  of  zoning  curbs.  Ta- 
plin got  these  removed  and  sold  the 
land  in  1990  for  $20.5  million,  twice 
the  previous  bids 


TAPLIN  CLEARED  A  COOL  MILLION  ON  THE  HERITAGE  DEAL 


the  landscape,  there's  a  growing  de- 
ld  for  rescuers  such  as  Taplin.  Work- 
specialists  do  many  things  that 
^closing  banks  have  little  expertise 
They  fix  tangled  finances,  find  ten- 
5  for  empty  buildings,  unload  white 
ihants,  and  finish  uncompleted  con- 
iction.  Says  Michael  J.  Shapiro,  a  law- 
dealing  in  workouts  for  New  York's 
reff,  Friedman,  Hoffman  &  Good- 
i:  "Lenders  know  nothing  about 
it  the  price  of  concrete  is  this 


0.5%'  of  the  asset  value — he  cleared  $1 
million  on  the  Heritage  deal  (table). 

Although  they  sport  plenty  of  exper- 
tise, workout  consultants'  chores  often 
involve  plain  horse  sense.  Like  wdien 
Morris  E.  Lasky,  head  of  hotel  consul- 
tant Lodging  Unlimited  Inc.,  was  hired 
to  shape  up  an  ailing  hotel  near  Zenith 
Electronics  Corp.'s  headquarters  outside 
Chicago.  Zenith  used  to  rent  dozens  of 
rooms  for  visitors,  but  then  patronage 
evaporated.  "Nobody  had  ever  asked  Ze- 


desk.  The  52-year-old  consultant,  a  law- 
yer whose  father  was  a  developer,  is 
constantly  hammering  away  at  problems 
such  as  the  27-story  East  Bricked  Tower 
in  Miami.  It  was  unfinished  when  Pitts- 
burgh-based Equibank  foreclosed  in 
1987.  Taplin  completed  the  construction 
and  sold  it  for  $7.1  million,  a  decent  price 
in  a  down  market.  The  worse  the  market 
gets,  the  better  he  likes  it. 

By  Larry  Light  in  New  York  and  Irene 
Recio  in  Miami 
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'ROLL-UPS'  ARE  RAISING 
EYEBROWS  IN  CONGRESS 


It  may  act  to  protect  investors  in  merged  limited  partnerships 


When  real  estate  and  oil-drilling 
partnerships  turn  sour,  pro- 
moters inevitably  turn  to  two 
things:  Rolaids  and  "roll-ups."  That's 
Wall  Street  parlance  for  the  merger  of 
several  limited  partnerships  into  a  sin- 
gle, publicly  traded  company.  In  recent 
years,  more  than  275,000  small  investors 
have  experienced  roll-ups — and  a  lot  of 
them  are  very  upset  about  it.  For  pro- 
moters, roll-ups  mean  hefty  fees.  But 
for  the  investors,  whose  partnership  in- 
terests have  been  converted  into  stock, 
roll-ups  these  days  usually  mean  only 
one  thing:  The  value  of  their  invest- 
ments declines.  The  main  reason  is  that 
the  stock  market  has  been  taking  a  more 
negative  view  of  these 
investments  than  has 
the  illiquid  market  for 
partnership  interests. 

But  big  changes  in 
the  roll-up  game  are 
afoot.  Investors  have 
flooded  regulators  and 
lawmakers  with  com- 
plaints, elevating  part- 
nership roll-ups  into  the 
hottest  securities  issue 
now  before  Congress. 
Lawmakers  and  regula- 
tors are  mulling  mea- 
sures to  stem  perceived 
abuses  in  the  conver- 
sion process.  "Limited 
partners  feel  that  they 
have  been  sacrificed 
and  fleeced  for  the  fi- 
nancial benefit  of  the 
general  partners,"  de- 
clares Senator  Alfonse 
M.  D'Amato  (R-N.  Y.). 
raider-proof.  Critics  contend  that  pro- 
moters often  put  their  own  interests 
ahead  of  their  customers'.  Promoters 
were  hurt  by  1986  tax-law  changes  that 
made  it  hard  for  them  to  sell  new  part- 
nerships. And  the  slumping  real  estate 
market  has  cut  partnerships'  cash  flow 
and  promoters'  annual  fees,  which  are 
paid  out  of  cash  flow.  The  critics  say 
promoters  seized  on  roll-ups  to  generate 
new  fees.  And  as  heads  of  publicly  held 
companies  instead  of  partnerships,  they 
have  been  able  to  award  themselves  hef- 
ty management  salaries.  They  frequent- 


ly entrench  themselves  with  anti- 
takeover provisions  that  further  deflate 
share  prices. 

The  consequences  for  investors  can  be 
devastating.  In  recent  years,  they  have 
suffered  a  $1.4  billion  decline  in  the  mar- 
ket value  of  their  holdings  because  of 
roll-ups,  according  to  the  Emeryville 
(Calif.)  Liquidity  Fund  Management  Inc., 
which  trades  partnership  interests  in  the 
secondary  market. 

Investor  advocates  who  are  surveying 
roll-ups  say  they  have  found  other 
abuses.  They  claim  that  the  voting  pro- 
cedure for  conversions  makes  investors 
pushovers  for  opportunistic  general 
partners.  Promoters  often  pay  brokers 


for  each  "yes"  vote  they  deliver.  And 
promoters  often  employ  proxy-solicita- 
tion firms  to  deluge  investors  with  calls 
and  letters  advising  them  to  support  the 
roll-up.  "If  municipal  elections  were  run 
the  same  way,  they  would  have  been 
outlawed  100  years  ago,"  says  Glen  Bi- 
gelow,  president  of  New  York-based  Bi- 
gelow  Management,  which  trades  LPs. 

Regulators  and  lawmakers  are  now 
working  hard  on  a  roll-up  cleanup.  In 
January,  Senator  Donald  W.  Riegle  (D- 
Mich.)  asked  the  Securities  &  Exchange 
Commission  to  investigate  investors'  al- 
legations of  voting  fraud  in  a  roll-up  last 


December  engineered  by  Concord  A 
sets  Group  in  Boca  Raton,  Fla.  A  Co: 
cord  executive  confirms  the  SEC  is  inve 
tigating,  but  denies  any  wrongdoinj 
The  National  Association  of  Securitk 
.Dealers  is  considering  outlawing  tl 
kickbacks  that  brokers  get  from  promo 
ers  for  delivering  investors'  "yes"  vote 
less  smoke.  Government  officials  ai 
also  looking  for  ways  to  make  the  ro' 
up  process  more  investor-friendly.  Hig 
on  the  congressional  list  is  improved  di 
closure.  One  measure  under  conside 
ation  is  a  "plain  English"  requirement  i 
simplify  the  huge  and  complex  pro* 
statements.  SEC  Chairman  Richard  ( 
Breeden  told  Congress  on  Feb.  27  th; 
his  agency  is  studying  whether  to  r 
quire  better  disclosure.  Congress  is  co 
sidering  giving  dissident  investors  grea 
er  rights.  For  instance,  they  might  I 
entitled  to  cash  or  to  a  note  equivalei 
to  their  original  stake  when  more  ths 
207"  of  investors  oppose  a  roll-up.  Anot 
er  proposal  would  slap  a  50$  tax  c 
promoters'  fees  from  roll-ups  that  don 
give  dissidents  such  an  alternative. 

For  their  part,  partnership  promote] 
argue  that  the  problems  have  been  ove 
stated.  They  conten 
that  roll-ups  diversii 
risk,  reduce  administr 
tive  costs,  and  provic 
investors  with  great* 
liquidity  than  the  se 
ondary  market  for  I 
interests.  The  reaso 
for  the  plunge  in  pat 
nership  stock  prices,  i: 
dustry  officials  say, 
that  with  the  ailing  re; 
estate  market,  the  c 
mate  for  such  inves 
ments  has  deteriorate* 
Whatever  the  mer 
of  these  arguments,  tr 
prospect  of  congressi 
nal  action  is  alread 
having  an  effect  on  tr 
roll-up  game.  As  man 
as  300,000  more  inve 
tors  were  expected  1 
vote  on  roll-ups  th 
year.  But  promoters  have  withdraw 
seven  of  the  10  most  recently  planne 
conversions  awaiting  sec  clearance.  Sei 
ator  Christopher  J.  Dodd  (D-Conn. 
chairman  of  the  securities  subcommite< 
vows  that  if  promoters  try  to  rush  rol 
ups  through  to  beat  congressional  a 
tion,  he'll  make  any  reforms  retroactivi 
That  will  be  a  relief  to  investors  wli 
would  otherwise  be  forced  into  deals  n< 
in  their  interest.  But  there's  one  thin 
Washington  can't  do  for  investors:  ba 
them  out  of  investments  that  mayt 
weren't  so  smart  in  the  first  place. 

By  Dean  Foust  in  Washingto 
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INE  MORE  REASON 
0  WATCH 

IAROLD  SIMMONS 


rexas  investor  Harold  Simmons, 
whose  pursuit  of  Lockheed  has 
sent  that  stock  soaring,  may  do 
e  same  for  a  little-known  small-cap 
ock  called  Baroid. 

Simmons  already  owns  42$  of  Bar- 
1  a  major  equipment-and-services 
pplier  to  the  oil-and-gas  industry, 
ie's  bound  to  pay  more  attention  to 
3  Baroid  stake  now  that  it's  poised  to 
ke  off  in  the  wake  of  renewed  inter- 
t  in  oil-and-gas  drilling,"  argues  one 
ew  York  money  manager. 
Whispers  are  that  Simmons  will  pur- 
ase  more  shares,  since  the  compa- 
ss cash  flow  and  earnings  are  perk- 
g  up.  Another  rumor:  Instead  of 
lying  more  shares,  Simmons  may  be 
ining  toward  selling  his  stake  to  an 
vestment  group  in  order  to  wage  a 
;w  proxy  battle  at  Lockheed,  where 
i  owns  a  19.8%  stake.  Either  way, 
iroid  shareholders  will  be  big  win- 
>rs,  say  some  pros.  They  believe  a 
le  of  Simmons'  Baroid  stake  would 
igger  a  buyout. 

■sert  cleanup.  Analysts  say  Big 
3ard-traded  Baroid  is  among  the  oil- 
rvice  companies  that  will  strike  it 
:h  helping  rehabilitate  Kuwait's  oil 
;lds,  which  were  devastated  by  the 
aqis.  What's  more,  exploration  in  the 
.  S.  is  expected  to  pick  up  in  the  sec- 
id  half  of  1991. 

Veteran  oil-service  analyst  George 
ispar  of  Robert  W.  Baird  &  Co.  says 
iroid's  Sperry-Sun  Drilling  Services 
iv.,  the  nation's  third-largest  provider 
deep-drilling  equipment  and  ser- 
ces,  is  sure  to  participate  in  the  vast 
idertaking  of  repairing  Kuwait's 
jlds.  Baroid  has  agreed  to  acquire 
?lgium's  Diamant  Boart  Strabit,  a 
•ofitable  worldwide  supplier  of  dia- 
ond  drilling  bits  services.  Diamant 
Dart  Strabit  fits  well  with  Sperry-Sun 
id  should  help  Baroid  in  its  Kuwait 
ork,  says  Gaspar.  The  combined  Sper- 
-Sun/DBS  operations  are  expected  to 
merate  30%  to  40%  of  Baroid's  total 
•91  revenues. 

Gaspar  believes  that,  based  on  price- 
-cash-flow  multiples  and  price-earn- 
gs  ratios,  Baroid  is  way  undervalued 
impared  with  other  major  oil-service 
impanies.  The  stock,  which  has  spurt- 
1  to  7%  from  5  in  December,  traded 
;  high  as  14  in  1990.  "It  could  double 


BAROID  IS 
ON  THE  RISE 


MAR.  5,  '91 


DAW  BRIDGE  INFORMATION  SYSTEMS  INC 


in  12  to  18  months,"  says  Gaspar. 

This  pro  figures  that  Baroid's  cash 
flow  will  increase  to  $1  a  share  in  1991 
from  an  estimated  85$  in  1990  and  70$ 
in  1989.  Profits  are  also  on  the  rise. 
Gaspar  expects  the  company  to  earn 
40$  a  share  in  1991  and  55$  in  1992,  vs. 
26$  in  1990.  Simmons  wasn't  available 
for  comment. 


WASHINGTON  POST: 
POWER  PLAY? 


Shareholders  of  Washington  Post 
Co.  have  been  getting  some  good 
news  lately.  Although  earnings 
are  down,  the  stock  has  been  rebound- 
ing, from  195  at  the  beginning  of  the 
year  to  241  on  Mar.  6.  Its  all-time  high 
was  311,  back  in  1989. 

Like  most  news  publications,  The 
Washington  Post,  which  is  the  largest- 
circulation  paper  in  the  nation's  capital, 
has  been  hurt  by  crimped  advertising. 
Management  has  warned  that  earnings 
will  be  off  in  1991,  on  top  of  an  11.8% 
profit  drop  last  .year. 

No  matter,  say  some  big-money  in- 
vestors. They  insist  that  the  company 
is  a  timely  buy  in  an  economic  slump. 
"Even  after  the  stock's  recent  surge,  it 
still  offers  longer-term  appeal,"  says 
Steve  Leeb,  editor  of  market  letter 
Personal  Finance. 

The  folks  at  13D  Research  are  also 
high  on  Washington  Post  Co.  They 
note  that  the  company  owns  four  TV 
stations  and  50  cable  systems  in  15 
states,  many  of  which  are  leaders  in 
fast-growth  markets.  "The  company 
has  one  of  the  strongest  balance  sheets 
in  the  industry,"  says  a  13D  analyst. 
"Its  core  businesses  generate  $30  mil- 


lion to  $70  million  of  free  cash  flow 
annually — even  in  economic  slumps." 

Leeb  points  out  that  the  Washington 
(D.  C.)  market  has  historically  led  the 
U.  S.  out  of  recessions.  So  chances  are 
high  that  the  The  Washington  Post's 
turnaround  will  come  much  earlier 
than  those  of  newspapers  elsewhere. 
Leeb  notes  that  the  company's  earn- 
ings ballooned  right  after  the  1981-82 
recession. 

He  believes  profits  will  accelerate  in 
1992  and  1993.  He  sees  the  company 
earning  $15  a  share  in  1991,  $17  in 

1992,  and  $20  in  1993.  Since  its  p-e  has 
climbed  as  high  as  27  in  the  past  five 
years,  Leeb  thinks  the  shares  could 
easily  sell  at  a  p-e  of  20.  That  means 
the  stock  would  hit  $400  a  share  by 

1993,  according  to  Leeb's  forecast. 


CATCHING  A  RIDE  OH 
ULTRA  WHEELS 


You've  probably  seen  the  sleek, 
speedy  roller  skates  with 
wheels  that  are  mounted  in  a 
straight  line,  like  ice  skates.  Known  as 
in-line  skates,  they've  become  the  rage. 
But  of  the  handful  of  companies  mak- 
ing the  lightweight  skates,  only  one  is 
publicly  traded:  First  Team  Sports,  the 
maker  of  Ultra  Wheels. 

First  Team  went  public  in  1988  at 
$1.50  a  share.  Recently,  it  has  climbed 
from  5  in  early  December  to  8V2  on 
Mar.  6.  One  reason  for  the  advance, 
says  Andrew  Lanyi,  a  managing  part- 
ner at  New  York  securities  house  La- 
denburg  Thalmann,  is  a  surge  in  or- 
ders. First  Team,  which  distributes 
Ultra  Wheels  in  the  U.  S.,  Japan,  Swe- 
den, Mexico,  and  Germany,  reported 
revenues  of  $3.5  million  last  year — 
nearly  twice  1989's  $1.7  million. 

With  the  increase  in  sales  came  earn- 
ings of  12$  a  share  in  1990,  compared 
with  a  loss  of  11$  in  1989.  Lanyi  fig- 
ures that  profits  will  about  triple  this 
year,  to  58$  a  share,  on  projected  sales 
of  $13.5  million. 

He  points  out  that  First  Team  is  ex- 
panding its  advertising  campaign  both 
in  the  U.  S.  and  overseas.  Hockey 
great  Wayne  Gretzky  and  his  wife,  the 
actress  and  dancer  Janet  Jones- 
Gretsky,  are  promoting  Ultra  Wheels 
in  a  four-year  contract  that  started  in 
January,  1990. 

Ultra  Wheels  sell  for  about  $69  to 
$299  a  pair.  So  far,  marketing  has  fo- 
cused on  sports-  and  fitness-oriented 
stores,  but  the  company  says  it  will 
soon  sell  the  skates  through  general- 
merchandise  outlets. 
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LAPTOP 
MILESTONES 

Mr-  announces  one  of 
the  f i  rst  successf  u  I 
S^^^^HBi     laptops,  a  10-lb., 
battery-powered 
computer 


1984 


MAY 

HP  follows  with  a 
9-lb.  machine,  but 
without  a  floppy- 
disk  drive.  It  has 
limited  appeal 


1988 

OCTOBER 

Compaq  announces 
14-lb.  SO"  laptop, 
its  first  battery- 
powered  portable. 
NEC  announces  the 
UltraLite,  the  first 
notebook  computer. 
It  weighs  only 
4.4  lb.  and  fits 
inside  a  briefcase 


1986 

FEBRUARY  Zenith 

wins  contract  to 
supply  15,000 
laptop  computers  to 
the  Internal  Revenue 
Service.  The  deal 
was  expected  to  go 
to  IBM 

APRIL 

IBM  announces 
12-lb.,  $1,995  PC 
Convertible.  The 
machine  replaces 
Big  Blue's  first 
portable,  a  30-lb. 
"luggable" 

NOVEMBER 

Toshiba  announces 
the  first  popular 
laptop  PC  clone, 
the  10-lb.,  battery- 
powered  Tl  1 00. 
NEC  follows  with 
the  MultiSpeed 


U.S.  UNIT  SALES 
OF  LAPTOPS 

1989 

570,000 


LAPTOPS 

THE  MACHINES  ARE  TINY,  THE  POTENTIAL  IS  H 


Perhaps  you've  heard  it  on  a  late- 
night  cross-country  flight.  Or  on  a 
commuter  train.  Or  maybe  in  the 
waiting  room  at  your  doctor's  office.  At 
any  time  of  day  or  night,  and  just  about 
anywhere,  you  can  trace  that  click-click- 
clicking — to  an  executive,  a  salesperson, 
or  a  student  hunched  over  the  keyboard 
of  a  tiny  laptop  computer. 

Lately,  that  clicking  has  been  getting 
a  lot  louder.  From  classrooms  to  court- 
rooms, laptops  are  becoming  part  of  the 
American  routine.  Already,  these  re- 
markable little  machines  are  posting  the 
fastest  growth  rates  of  any  type  of  com- 
puter in  the  world.  And  by  the  second 
half  of  the  decade,  some  market-watch- 
ers predict,  they  will  account  for  more 
than  half  of  all  personal  computers  sold. 

That  click-click-clicking  is  music  to  the 
ears  of  a  PC  industry  whose  mainstay 
desktop  machines  have  run  into  a  sales 
slump.  "The  growth  of  laptops  is  going 
to  be  the  dominant  trend  in  the  PC  busi- 
ness for  the  next  four  to  five  years." 
says  Albert  A.  Eisenstat,  Apple  Comput- 
er Inc's  executive  vice-president  for 
business  development.  Shipments  of 
desktop  I'Cs  to  U.  S.  businesses,  accord- 
ing to  Cambridge  (Mass.)  market  re- 
searcher Forrester  Re- 
search Inc.,  peaked  last 
year  at  (i  million  units 
and  will  shrink  to  4.9 
million  machines  by 
1993  (chart,  page  122). 
By  then,  however,  laptop  sales  will  more 
than  triple  and  account  for  35$  of  all 
PCs  sold  in  the  U.S.,  up  from  19''  now. 
legal  eagles.  That  has  computer  com- 
panies from  Apple  to  IBM  to  DEC  scram- 
bling to  get  their  share  of  the  market. 
All  three — and  dozens  of  other  suppli- 
ers— are  rushing  out  new  models  this 
year  to  grab  a  slice  of  what  is  already  a 
$7.5  billion  market.  They  will  be  compet- 
ing against  such  well-entrenched  laptop 
leaders  as  Toshiba,  NEC,  Tandy,  Zenith 
Data,  and  Compaq.  And  despite  rapid 
growth,  there  are  already  signs  of  over- 
crowding, including  price-slashing  and  a 
shortage  of  key  parts. 


1990 

832,000 


But  the  move  to  laptops  is  anythirij 
but  a  fad.  Laptops  are  so  sophisticate' 
now  that  they  can  actually  substitute  fo 
desktop  PCs.  Workers  who  spend  a  lot  o 
time  on  the  road  use  laptops  to  giv 
them  all  the  electronic  assistance  tha 
desktops  supply  back  in  the  office.  An 
in  many  instances,  laptops  are  making  i 
possible  to  work  in  whole  new  ways 
Take  Snow  Christensen  &  Martineau, 
law  firm  based  in  Salt  Lake  City.  Thes 
days,  its  55  lawyers  bring  their  laptop 
right  into  the  courtroom.  "That  som( 
times  surprises  the  attorney  on  the  otl 
er  side,"  notes  Partner  Paul  J.  Graf.  1 
also  gives  Snow  Christensen  litigator 
an  invaluable  edge:  They  can  tap  into 
case-precedent  data  base  on  their  laj 
tops  or  call  up  a  copy  of  a  witness' 
deposition  to  check  for  discrepancies  i 
oral  testimony. 

The  laptop  boom  is  also  changing  th 
computer  industry  itself.  As  they  tak 
over  more  of  the  market,  the  new  ms 
chines  are  altering  not  only  how  PCs  ar 
used,  but  also  how  they  are  designee 
built,  and  sold.  Laptops — especially  th 
new  "notebook"  models,  small  enough  t 
fit  in  a  briefcase  and  weighing  eigh 
pounds  and  less — are  far  more,  wel 
personal  than  desktops 
For  customers,  laptop 
are  becoming  persons 
accessories,  and  som< 
thing  of  a  status  syrr 
bol.  For  computer  mat 
ers,  accustomed  to  selling  bits,  bytes 
and  megahertz,  the  challenge  will  be  t 
appeal  to  consumers  on  a  visceral  leve 
"This  is  more  of  an  emotional  purchas 
than  other  sorts  of  computers,"  say 
Peter  Teige,  an  analyst  at  Infocorp, 
Santa  Clara  (Calif.)  researcher. 

Laptops  are  already  setting  new  pai 
terns  in  computer  distribution.  By  nex 
year,  just  30'<'  of  all  laptops  sold  in  th 
U.  S.  will  move  through  computer  deai 
ers,  says  John  Dunkle,  president  of  r« 
searcher  WorkGroup  Technologies  Inc 
These  outlets  still  sell  807<  of  deskto] 
PCs.  But  laptops  are  being  sold  wher 
consumers  buy:  through  mass-merchar 
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AKEOFF 

r  THE  MARKET  IS  ALREADY  CROWDED 


chains,  consumer  electronics  stores, 
mail  order. 

cause  they're  more  consumer-ori- 
i,  laptops  are  expected  to  expand 
narket,  perhaps  finally  reaching  the 
iard  technophobes 
for  a  decade  have 
;ted  desktops.  A 
variety  of  laptops, 
lied  tablet  comput- 
promises  to  make 
mters  more  accessible  than  ever  by 
ding"  handwriting  entered  on  the 
:n  with  an  electronic  pen  (page  122). 
should  make  computers  usable  by 
millions  of  workers  and  consumers 
have  never  used  a  conventional  PC. 
ady,  such  computers  are  being  test- 
ith  traffic  cops,  delivery  people,  and 
y  company  meter-readers.  "The  pen 
>uter  has  the  potential  for  a  market- 
:  bigger  than  the  existing  PC  mar- 
insists  Kathy  Veith,  the  IBM  vice- 
ident  in  charge  of  its  pen-based 
:t  systems. 

ter  and  brighter.  So  far,  the  roar 
he  laptop  revolution  has  produced 
a  pounding  headache  at  IBM  and 
e,  America's  No.  1  and  No.  2  PC 
srs.  In  the  1980s,  both  companies 
jgled  in  vain  to  develop  competitive 
3grown  laptops.  IBM's  PC  Convert- 
introduced  in  1986,  was  quickly 
taken  by  laptops  that  were  smaller, 
er,  brighter,  and  cheaper.  Apple's 
rand  Macintosh  Portable,  introduced 
jptember,  1989,  has  never  sold  well, 
ite  two  big  price  cuts.  In  1991,  both 
sanies  are  desperately  trying  to  get 
into  laptops  before  the  market 
es  them  by.  "We're  not  going  to 
the  boat  on  this,"  promises  Apple's 
nstat. 

1  is  equally  determined.  "The  mar- 
expansion  is  real,  and  the  opportuni- 
i  huge,"  says  Winnie  Briney,  IBM's 
onal  systems  marketing  director.  To 
e  sure  that  Big  Blue's  1991  laptop 
a  reprise  of  the  Convertible  failure, 
marketing  troops  crisscrossed  Amer- 
?or  a  year,  asking  dealers  and  big 
amers  for  input  on  various  laptop 


1992 

1*8  million 


mock-ups.  "I  think  I've  seen  eight  ver- 
sions of  the  thing,"  says  an  executive  at 
a  top  computer  store  chain.  Those  who 
have  been  privy  to  the  parade  of  IBM 
prototypes  report  steady  improvements. 

One  version,  originally 
due  out  last  October, 
was  scrapped  because  it 
used  the  passe  Intel 
Corp.  80286  micro- 
processor, not  Intel's 
newer  80386SX.  Another  improvement,  a 
"stepped"  keyboard,  was  ordered  up  af- 
ter customers  objected  to  flat  key- 
boards, says  Briney. 
hard  lesson.  But  IBM's  new  love  affair 
with  consumer  research  won't  help  if  it 
can't  get  its  product-development  bu- 
reaucracy moving  faster.  Big  Blue 
learned  the  hard  way  with  the  Convert- 
ible that  the  rapid  evolution  of  portable 
computer  technology  is  unforgiving.  By 
the  time  the  Convertible  went  into  pro- 
duction in  1986,  its  screen  was  already  a 
generation  behind.  If  anything,  the  pace 
has  quickened  since  then. 

To  keep  up,  IBM  and  other  U.  S.  com- 
puter makers  are  learning  how  to  coop- 
erate more  closely  with  Japanese  suppli- 
ers— even  while  they  compete  with 
them.  Indeed,  the  biggest  change 
wrought  by  laptops  will  be  a  significant 
expansion  of  Japan's  role  in  the  interna- 
tional computer  market.  Japanese  elec- 
tronics giants,  most  notably  Toshiba 
Corp.,  already  control  about  half  the 
market  for  finished  laptops.  And  Japa- 
nese electronics  makers  dominate  crucial 
laptop  technologies:  liquid-crystal-display 
(LCD)  screens,  floppy-disk  drives,  and 
memory  chips. 

Relying  on  Japanese  suppliers  for  key 
components  is  nothing  new:  For  most  of 
the  PC  era,  U.  S.  computer  makers  have 
shopped  in  Japan  for  memory  chips  and 
other  essential  parts.  What  is  new  is 
that  to  make  laptops,  U.  S.  suppliers 
must  also  rely  on  Japanese  expertise  in 
design  and  manufacturing.  Shrinking 
PCs  down  to  notebook  size  is  impossible 
without  the  miniaturization  techniques 
that  Japan's  electronics  giants  mastered 


1993 

2.6 

million 


AUGUST 

IBM  withdraws 
PC  Convertible 

SEPTEMBER 

Apple  announces 
Macintosh 
Portable,  a  1 6-lb. 
machine  priced  at 
$5,799 


OCTOBER 

Compaq 

announces  its  first 
notebook-sized 
PCs,  the  LTE  line 


1990 


1991 


AUGUST 

IBM  delays  October 
introduction  of 
notebook  until 
1991,  after  testers 
criticize  prototypes 

DECEMBER 

Component 
shortages  choke 
off  supplies  of 
Compaq's  LTE 
386s  notebook 


JANUARY 

Tandy  unveils  a 
6.5-lb.,  80286-based/ 
notebook  for  $2,499. 
AST  sets  a  pricing  / 
milestone  with  an/ 
80386SX  notebook  | 
that  starts  at  $2,995  I 

FEBRUARY  I 

While  it  seeks  1 
a  Japanese  partner 
for  its  new 
notebook,  Apple 
tries  to  breathe  life 
into  the  Mac 
Portable  by  cuttipg 
the  price  by  $1,000 
and  upgrading' the 


SPRING 

Toshiba  due  to 
annourice  first 
battery-powered 
color  laptop 


STORY 
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in  calculators,  camcorders,  and  watches. 

So,  instead  of  just  buying  chips  and 
components.  U.  S.-based  manufacturers 
are  creating  partnerships  with  Japanese 
companies  that  help  design  entire  laptop 
systems  and  then  manufacture  big 
chunks  of  the  finished  products.  "You 
can't  shop  around  for  components  in  this 
market,  you  have  to  have  strategic  alli- 
ances." says  Enrico  Pesatori,  the  newly 
appointed  president  and  chief  executive 
of  Zenith  Data  Systems  Corp.  One  of  his 
first  tasks  is  to  strengthen  ZDS'  relations 
with  its  Asian  suppliers.  "You  don't 
fight  with  them,  you  work  with  them." 
says  Pesatori. 

That's  why  IBM  has  teamed  up  with 
Toshiba  to  catch  the  next  wave  in  laptop 
screens:  color.  Their  joint  venture  will 
build  color  LCDs  for  both  companies, 
starting  this  spring.  "Alliances  are  the 
way  to  do  business."  says  Robert  L.  Car- 
berry.  IBM's  assistant  general  manager 
for  personal  systems. 
comeback?  IBM's  competitors  ap- 
parently agree.  Industry  sources  say 
that  Apple  is  negotiating  a  deal  for 
Japan's  Sony  Corp.  to  manufacture  a 
laptop.  American  Telephone  &  Tele- 
graph Co.  has  teamed  up  with  Matsu- 
shita Electric  Industrial  Co.  to  build  its 
upcoming  Safari  notebook.  Texas  Instru- 
ments Inc.  is  plotting  a  comeback  in  the 
PC  business  by  selling  laptops  designed 
with  a  Japanese  partner. 

Even  Compaq  Computer  Corp..  which 
became  an  overnight  sensation  in  note- 
book PCs  in  1989.  did  so  largely  by  team- 
ing up  with  Japan's  Citizen  Watch  Co. 
Although  the  basic  design  of  Compaq's 
lte  laptop  came  out  of  its  Houston  head- 
quarters, it  took  a  collaboration  with  Cit- 
izen's engineers  to  squeeze  the  ma- 
chine's components  into  an  8Vfc-by-ll- 
inch  package.  Citizen  subassemblies 
make  up  so  much  of  the  finished  ma- 
chines that  one  market  researcher 
counts  all  LTEs  as  Japanese  imports. 

The  results  of  such  Japanese-Ameri- 
can alliances  can  be  impressive.  Today's 
notebook  PCs  are  a  vast  improvement 
over  the  first  battery-powered  portables 
that  showed  up  in  the  1980s.  As  pioneers 
such  as  Tandy  Corp.'s  Grid 
Systems  Corp.  subsidiary 
learned,  those  machines 
were  so  big  and  expensive 
that  their  appeal  was  limit- 
ed mainly  to  jobs  such  as 
automating  the  routines  of 
auditors  and  other  travel- 
ing professionals.  For  the 
average  PC  purchaser,  buy- 
ing a  laptop  then  meant 
paying  a  50%-to-100$  pre- 
mium over  the  price  of  a 
desktop — then  settling  for 
poor  screen  quality,  no 


WHAT  IBM  WILL 
BE  UP  AGAINST 


TOSHIBA  AMERICA  T2000SX 


Intel  80386SX 
(internal  speed,  16  megah 
1  megabyte  of  internal  memory 
40-megabyte  hard  drive 


AST  PREMIUM  EXECUTIVE 

Intel  80386SX 
(internal  speed,  20  megahertz) 
2  megabytes  of  internal  memory 
\      60-megabyte  hard  drive 


IBM  NOTEBOOK' 

Intel  80386SX 

(internal  speed,  20  megahertz) 
2  megabytes  of  internal  memory 
60-megabyte  hard  drive 


U.S.  COMPUTER 


MAKERS  ARE 


LINING  UP  TO 
FORM  ALLIANCES 


WITH  JAPANESE 


ELECTRONICS 


MAKERS 


hard-disk  storage,  and  in  many  cases, 
insufficient  internal  memory  to  run  pop- 
ular programs. 

Now.  laptops  do  just  about  everything 
their  desktop  counterparts  do.  Many  use 
the  same  Intel  80386SX  chips  found  in 
the  best-selling  desktops.  Their  tiny 
hard-disk  drives  can  store  as  many  as  60 
million  characters  of  information.  And 
they  have  the  internal  memory  and 
graphics  to  run  Microsoft  Corp.'s  Win- 
dows 3.0  graphics  software.  So  im- 
pressed is  AT&T  with  the 
current  crop  that  it  isn't 
waiting  for  its  own  com- 
puter division  to  start 
cranking  out  notebook  PCs 
in  April.  Instead,  it  has  or- 
dered 2.500  machines  from 
Toshiba.  Grid,  and  AST 
Research. 

AT&T  is  in  a  hum'  to 
launch  a  bold  experiment 
that  it  hopes  will  make 
salespeople  in  its  Business 
Network  Sales  Div.  more 
productive:  Within  the  next 


year  or  so,  thousands  of  them  will 
kicked  out  of  their  offices,  to  spe: 
nearly  all  their  work  time  on  the  ro 
(page  124).  "'We  would  have  done  tl 
sooner,  but  we  couldn't  do  it  with  t 
technology  that  was  available."  sa 
Roger  D.  Dalrymple,  manager  of  inf< 
mation  technology.  "But  all  of  a  sudd* 
the  technology  came  together." 

The  new  laptop  technology  played 
big  role  in  Operation  Desert  Storm.  Te 
of  thousands  of  the  machines  we 
used  in  logistics  to  track  supplies,  < 
/  ordinate  troop  movements,  and  figu 
/  out  how  to  feed  the  allied  soldiers.  Soi 
!  laptops  were  used  to  plan  Harrier  ; 
|  missions,  and  others  were  scheduled 
go  along  with  troops  to  the  front  lines 
the  land  war  had  continued. 

Back  at  home,  laptops  are  making 
possible  for  American  managers  and  ( 
ecutives  to  be  more  responsive.  "In  t 
1970s  and  1980s,  you  could  say,  'Let  i 
have  your  card,  and  I'll  get  back 
you,' "  says  J.  Bowmar  Rodgers,  exe< 
tive  vice-president  at  Poqet  Comput 
Corp..  a  maker  of  tiny,  onepound  "pal 
top"  PCs.  In  the  '90s,  customers  wa 
the  price  quotes  or  the  insurance-prei 
um  estimates  from  a  laptop  on  the  sp> 
he  says.  Tomorrow's  executives  are  1 
ing  groomed  for  the  laptop  age:  Wh 
exam  time  rolls  around  at  Harvard  bu 
ness  school  now,  the  traditional  bl 
books  are  gone.  Instead,  the  schoo 
1.500  mba  candidates  take  their  tej 
on  laptops,  handing  in  a  floppy  disk 
the  end  of  the  exam. 
price  breaks.  Even  though  the  U. 
market  has  always  been  the  first  to  e: 
brace  other  types  of  computers,  lapto 
seem  to  be  an  international  phenomen 
from  the  start.  In  Japan,  laptops  nc 
account  for  43^  of  all  PCs  sold.  By  195 
the  figure  is  expected  to  grow  to  61 
And  European  buyers  are  hopping  - 
the  laptop  bandwagon,  too.  This  yes 
one  in  eight  PCs  sold  in  Europe  will  be 
laptop.  By  1995.  that  figure  will  be  o: 
in  three,  market  researchers  say.  Italj 
Olivetti  made  its  biggest  product  spla 
in  years  when  it  announced  on  Feb. 
that  it  would  build  its  new  line  of  la 
tops  at  a  factory  in  Nuremberg.  Ar 
lysts  say  Olivetti  will  also  build  n 
chines  for  Digital  Equipment  Corp. 
sell  in  the  U.  S.,  starting  in  April. 

The  laptop  lifestyle  is  spreading  fast 
and  faster  as  prices  for  the  machin 
drop.  These  days,  laptop  versions  of  t 
older  IBM  PC/XT  and  PC  at  sell  f 
around  SI. 000.  only  slightly  more  th; 
comparable  desktop  machines.  And  tl 
newest  notebooks,  based  on  the  Int 
80386SX.  may  not  command  a  premiu 
for  long.  When  Compaq  brought  out  i 
LTE  386s  last  October,  its  price  started 
$6.499 — 59^  more  than  Compaq  chargi 
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a  comparable  desktop.  Three  months 
:r,  AST  Research  Inc.,  a  PC  clonemaker 
ed  in  Irvine,  Calif.,  trotted  out  its 
1  80386-based  notebook  machine  for 
•95,  almost  exactly  what  it  charges 

a  similarly  equipped  desktop.  Since 
n,  other  clonemakers  have  brought 
comparable  notebook  PCs  in  the 
)00-to-$4,000  range, 
uch  prices  make  laptops  truly  com- 
itive  with  conventional  PCs,  widening 

market  beyond  folks  who  need  a 
bile  computer.  Richard  V. 
ler,  vice-president  for  PC  prod- 
marketing  at  NEC's  American 
isidiary,  NEC  Technologies 
.,  says  that  most  of  the 
wth  in  laptops  now  will  come 
ti  customers  who  are  buying 
m  as  desktop  replacements, 
liam  T.  O'Shea,  vice-president 

systems  marketing  and  de- 
)pment  at  AT&T,  says  that  up 
10%  of  today's  desktop  owners 

switch  to  laptops.  The  result, 
s  NEC's  Miller,  is  that  "the 
nber  of  people  who  opt  for  a 
:op  is  going  to  explode." 
f  the  boom  continues  at  the 
rent,  overheated  rate,  there's 
iger  of  a  shakeout.  With  doz- 

of  new  competitors  crowding 
>  the  market,  "there  are  too 


many  people  trying  to  compete  for  the 
same  dollars,"  complains  Albert  J.  Ag- 
bay,  president  of  Leading  Edge  Prod- 
ucts Inc.,  the  U.  S.  computer  subsidiary 
of  Korea's  Daewoo  Telecom  Co.  Leading 
Edge  itself  plans  to  add  five  aggressive- 
ly priced  machines  to  its  one-model  lap- 
top line  this  year. 

the  payoff.  But  price  alone  won't  guar- 
antee success.  An  overcrowded  market 
means  that  suppliers  who  can  keep  a 
constant  flow  of  state-of-the-art  laptops 


STAR  WITNESS: 
LA  WYCItS  AT  SNOW 
CHRIS  TEN  SEN 
USE  LAPTOPS  IN 
THE  COURTROOM  TO 
TAP  INTO  CASE 
PRECEDENTS  A  NO 
PREVIOUS 
TESTIMONY 


THE  JAPANESE  EDGE  IN  LAPTOPS 

1990  U.S.  MARKET  SHARE 


coming  are  the 
most  likely  survi- 
vors. And  that 
is  where  Japan's 
huge  investment  in 
electronics  manu- 
facturing technol- 
ogy really  pays  off. 
Take  LCD  screens. 
They  were  invented 
in  the  U.  S.,  but  it 
was  Japanese  elec- 
tronics companies  that  spent  the 
past  20  years  learning  how  to 
manufacture  them,  starting  with 
digital  watches.  These  days,  the 
crisp,  page-size  LCD  screens  used 
in  notebook  PCs  are  as  tricky 
to  produce  as  semiconductors 
and  require  huge  investments 
in  manufacturing  equipment. 
Sharp  Corp.  alone  has  com- 
mitted more  than  $650  million  to 
LCD  R&D  and  production  over  the 
next  three  years,  and  Toshiba 
plans  to  spend  $625  million 
on  LCDs  within  the  next  four 
years.  Toshiba  expects  a  payoff 
in  color  LCD  screens  later  this 
year,  and  by  1995,  monochrome 
displays  with  twice  the  clarity  of 
current  LCDs. 

In  the  U.  S.,  there  is  virtually 
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no  competition  for  such  Japanese  manu- 
facturing might.  Only  a  handful  of  tiny 
U.  S.  companies  are  even  working  on 
LCD  technology,  and  they  have  little 
chance  of  ever  catching  up  with  Japa- 
nese pricing  or  quality.  But  despite  the 
commanding  lead  of  Japan's  LCD  mak- 
ers, the  Commerce  Dept.  recently  sub- 
stantiated charges  by  U.  S.  screen- 
makers  that  Japanese  manufacturers 
are  selling  LCDs  in  the  U.  S.  at  artificial- 
ly low  prices.  Commerce  will  decide  in 
April  whether  or  not  to  level  punitive 
duties  on  LCD  imports.  Even  if  they  do, 
however,  a  U.  S.  LCD  industry  is  unlikely 
to  spring  up:  Japan's  screenmakers  are 
expected  to  respond  to  higher  duties  by 
shifting  some  LCD  work  to  the  IT.  S. 
Sharp  has  already  announced  plans  to  do 
final  assembly  of  LCDs  in, Seattle. 
folding  boards.  Screens  are  only  Ja- 
pan's most  visible  advantage  in  laptops. 
Japanese  electronics  companies  are  also 
pushing  hard  in  technologies  such  as  ap- 
plication-specific integrated  circuits 
(ASICs),  which  save  space  by  combining 
the  functions  of  many  components  on 
one  chip.  They  are  pioneering  new  chip- 
mounting  technologies,  such  as  tape- 
automated  bonding,  a  method  of  gluing 
chips  directly  onto  the  board  instead  of 
using  solder.  And  they  are  working  on 
flexible  circuit  boards,  which  can  actual- 
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ly  be  folded  up  to  fit  in 
small  spaces. 

In  the  1990s,  Japanese 
suppliers  are  also  intent 
on  mastering  the  technol- 
ogies that  have  thus  far 
eluded  them,  such 
as  miniature  hard-disk 
drives.  Toshiba  and  Vic- 
tor Co.  of  Japan  (JVC),  for 
example,  are  racing  to 
perfect  drives  with  1.8- 
inch  platters  that  will 
nearly  double  the  capaci- 
ty of  today's  most  com- 
pact drives. 

But  it  is  in  laptop  manufacturing  that 
the  Japanese  have  their  greatest  edge 
over  Western  PC  makers — thanks  to 
their  experience  in  making  Walkmans, 
camcorders,  and  other  portable  consum- 
er-electronics items.  Those  products 
made  the  Japanese  experts  in  production 
engineering.  Now,  with  decades  of 
knowhow,  companies  such  as  Toshiba 
are  able  to  refine  the  automated  manu- 
facturing and  assembly  process  con- 
stantly— so  that  they  can  keep  cranking 
out  high-quality  products  in  large  vol- 
ume for  less  money.  "When  it's  all  said 
and  done,  what  makes  or  breaks  you  is 
how  reliably  and  how  cost-effectively 
you  can  assemble  these  laptops,"  says 


THE  DECLINING 


Pallab  Chatterjee,  direi 
tor  of  Texas  Instrument; 
Semiconductor  Process  < 
Design  Center  in  Dallas 
The  consumer-electroi 
ics  experience  has  als 
taught  Japanese  lapto 
makers  how  to  updat 
their  product  lines  contii 
uously  with  new  mode] 
that  incorporate  the  la 
est  technologies.  "Con 
puter  cycles  are  shor 
but  nothing  compared  t 
the  Walkman,"  notes  Si 
sumu  Shinbori,  gener; 
manager  in  Sony's  Supermicro  Systerr 
Group.  Toshiba,  for  instance,  came  u 
with  12  distinct  laptop  models  in  1991 
Zenith,  which  ships  more  laptops  tha 
any  other  Western  supplier,  offers  jus 
four  basic  models. 

American  knowhow.  Still,  the  Japanes 
don't  have  all  the  marbles.  U.  S.  lapto 
makers  continue  to  shop  at  home  f( 
some  of  the  most  important  laptop  tecl 
nology.  Conner  Peripherals  Inc.,  for  e: 
ample,  remains  by  far  the  leader  in  mal 
ing  miniature  hard-disk  drives  fc 
notebook  PCs.  The  fast-growing  Silicc 
Valley  company  "has  outstanding  skill  i 
making  small,  low-power,  high-capacit 
drives,"  acknowledges  Kiyoshi  Hay; 


THE  COMPUTER  FOR  PEOPLE 
WHO  ARE  SCARED  OF  KEYBOARDS 


At  IBM.  they  rarely  even  hint 
about  products  before  they're 
unveiled.  But  Big  Blue  couldn't 
resist  revealing  in  January  that  it's 
working  on  a  tablet  computer.  IBM 
wants  to  make  sure  it  isn't  left  behind 
as  American  and  Japanese  rivals  tap 
into  an  explosive  new  market. 

What's  the  big  deal?  A  decade  after 
the  IBM  PC  made  personal  computers  a 
huge  business,  Big  Blue  and  the  others 
sense  another,  possibly  larger,  market 
in  the  making.  Why?  By  letting  people 
"write"  information  directly  on  a  com- 
puter screen  with  a  special  pen,  rather 
than  type  it  on  a  keyboard,  tablets  may 
finally  deliver  on  the  industry's  pledge 
to  make  computers  easy  enough  for 
anybody  to  use.  "There  is  a  whole  mar- 
ket of  people  who've  never  touched  a 
computer  before,"  says  James  A.  Can- 
navino,  general  manager  of  IBM's  per- 
sonal-systems group. 

The  prospect  of  a  new  computer 
craze — just  as  the  desktop  wave  is 
cresting — has  PC  executives  slaphappy 
about  tablets.  Just  a  year  ago,  Grid 


Systems  Corp.,  a  Tandy  Corp.  subsid- 
iary, unveiled  the  first  pen-and-tablet 
PC.  But  researcher  BIS  Strategic  Deci- 
sions figures  that  so  many  PC  makers 
are  putting  so  much  into  tablets  that 
sales  will  soar  to  S1.5  billion  by  1995 
(chart)  and  to  $7  billion  in  10  years. 
a  natural.  Early  versions  are  usually 
the  size  of  a  fat  spiral  notebook  and 
weigh  about  4  Vi  pounds.  Models  due 
out  within  12  months  will  use  Intel 
Corp.'s  80386  chip  and  are  expected  to 
sell  for  around  $5,000.  They  will  recog- 
nize printed  handwriting,  transform  it 
into  letters  on  the  screen,  and  store  the 
data.  That  makes 
tablets  a  natural 
for  anyone  who 
fills  out  forms. 
Insurance  adjust-  p^ruanente 
ers  are  using  hospital  in 
them  to  write  up  California  is 
estimates,  cops 
are  testing  them 
for  filing  acci- 
dent reports,  and 
nurses  at  Kaiser     patient  charts 
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COLOR  LCD  SCREENS 

B  Will  improve  graphics  quality 
■  Toshiba,  Sharp,  Hosiden 

CHIP  SETS 

B  Mere  highly  integrated  sets  will 
make  notebooks  smaller,  more 
efficient 

B  Intel,  Chips  &  Technologies,  VSLI 
Technology,  Western  Digital 


1.8-INCH  HARD-DISK  DRIVES 

B  These  100  Mbyte  drives  will  offer 
almost  twice  the  storage  of  today's 
units  but  will  be  39%  smaller 
B  Conner,  Toshiba,  JVC 

NICKEL-HYDRIDE  BATTERIES 

B  These  power  sources  will  hove 
50%  more  life 

B  Hitachi  Maxell,  Sanyo,  Matsushita 


FLASH  MEMORY  CARDS 

B  Used  in  place  of  a  hard-disk  drive, 
they  will  reduce  power  consumption 
and  cut  weight 
B  Intel,  NMB  Semi,  NEC 

FLEXIBLE  CIRCUIT  BOARDS 

B  Combined  with  tape-automated 
bonding  techniques,  boards  will  be 
more  reliable  and  take  up  less  space 
B  Sony,  Compaq,  Toshiba 


i,  director  of  the  application  technol- 
department  at  NEC's  PC  sales  promo- 
division.  Moreover,  Intel  remains 
only  source  of  key  microprocessor 
s.  And  laptop  makers  around  the 
Id  still  turn  to  a  handful  of  U.  S. 
panies — Cirrus  Logic,  Chips  &  Tech- 
igies,  Western  Digital — for  vital 
ic"  chips. 

i  one  area — marketing — U.  S.  PC 
ers  remain  years  ahead.  Apple,  IBM, 
others  have  spent  a  decade  building 
a  huge  base  of  customers  and  the 
'ibution  channels  to  reach  it.  "The 
e  is  not  where  the  parts  come  from," 
;  Howard  Elias,  Tandy's  vice-presi- 
;  for  computer  merchandising.  "The 
issue  is  the  value-added,  what  the 
keting  company  produces."  Tandy's 
e-added  is  a  network  of  7,000  Radio 
:k  stores  that  blanket  the  U.  S.  Per- 


sonal-computer market  leaders  Apple 
and  IBM  also  have  thousands  of  dealers 
and  millions  of  customers,  all  primed  for 
their  laptop  offerings. 

IBM's  biggest  edge,  as  always,  is  its 
decades-old  relationship  with  the  leading 
corporations  around  the  globe.  And  its 
new  notebook  PC,  which  dealers  say  will 
be  introduced  by  April,  is  clearly  pitched 
at  that  audience.  Big  Blue  intends  to 
focus  its  marketing  message  on  reliabil- 
ity, service,  and  the  ability  to  link 
the  new  laptops  into  corporate  informa- 
tion networks.  PC  clonemakers  and  Ja- 
pan's electronics  giants  already  manu- 
facture laptops  that  are  lighter  and 
less  expensive  than  IBM's  seven-pound, 
$5,995  notebook  (table,  page  120).  But 
they  can't  begin  to  match  IBM's  market- 
ing and  customer-support  apparatus. 

When  IBM's  laptop  customers  hit  the 


road  this  summer,  they'll  be  able  to  call 
an  800  number  for  help,  and  they  can 
drop  in  at  any  of  IBM's  network  of  1,900 
U.  S.  computer  dealers  for  service.  To 
speed  things  up,  IBM  plans  to  use  a  na- 
tionwide depot  system  to  rush  replace- 
ment parts  to  dealers.  That  could  be  an 
important  advantage,  since  notebooks 
take  a  lot  of  jostling  and  are  prone  to 
breakdowns.  Computer  repair  shops  say 
that  laptop  parts — particularly  for  Japa- 
nese brands — are  sometimes  hard  to 
come  by. 

win-win.  Can  marketing  clout  continue 
to  overcome  Japan's  manufacturing 
might?  Until  laptops,  there  seemed  to  be 
no  contest.  Throughout  the  1980s,  Japa- 
nese electronics  giants  were  surprisingly 
ineffectual  in  turning  their  advantages 
in  desktop  computer  components  into 
success  in  the  U.  S.  desktop  market.  "I 


Permanente  Hospital  in  Hayward, 
Calif.,  are  trying  out  the  machines  to 
record  patient  data.  Since  nurses  spend 
as  much  as  60%  of  their  time  on  paper- 
work, automating  the  task  should  give 
them  more  time  for  patients,  says 
nurse  Carol  Graham. 

As  the  tablets  shrink — smaller  ma- 
chines are  due  out  within  two  years — 
computer  makers  ex- 
pect them  to  appeal  to 
the  white-collar  types 
who  already  use  PCs. 
Such  tablets  could  be 
used  unobtrusively  dur- 
ing meetings.  Lawyers, 
for  example,  could  edit 
contracts  with  them  in 
clients'  offices. 

But  Go  Corp.,  a 
three-year-old  startup, 
figures  that  eliminating 
the  keyboard  isn't 
enough  to  make  tablets  a  hit.  It  has 
developed  PenPoint,  an  operating  sys- 
tem for  tablet  PCs  that  makes  the  com- 
puter seem  like  an  electronic  book. 
PenPoint  files  are  listed  in  a  table  of 
contents.  To  retrieve  one,  the  tablet 
owner  just  taps  the  correct  page  num- 
ber. The  PenPoint  system  also  recog- 
nizes handwritten  symbols  so  that 
crossing  out  a  word  on  the  screen  tells 
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the  computer  to  delete  it.  "The  promise 
of  the  pen  is  simplicity,"  says  Go  chair- 
man S.  Jerrold  Kaplan.  "You  can't  real- 
ize this  principle  by  adding  a  pen  onto 
an  already  complicated  system." 
head  start.  Microsoft  Corp.,  whose 
operating  systems  run  most  desktop 
and  laptop  PCs,  is  working  on  its  own 
tablet-computer  operating  system.  But 
its  program,  which 
works  with  the  compa- 
ny's popular  Windows 
3.0  graphics  system, 
won't  be  ready  for 
about  a  year.  That 
gives  Go  time  to  sell 
PenPoint  to  the  compa- 
nies getting  ready  to 
build  pen-based  sys- 
tems. Besides  IBM,  com- 
panies such  as  NCR 
Corp.  and  Apple  Com- 
puter Inc.  are  working 
on  tablets.  So  are  dozens  of  clone- 
makers.  Sony  Corp.  sells  a  palmtop  PC 
in  Japan,  which  it  will  almost  certainly 
adapt  for  the  U.  S.  market. 

By  1994,  the  crush  of  companies 
making  tablets  could  drive  prices 
down — to  about  $2,000 — and  demand 
up.  No  wonder  IBM  is  talking  a  blue 
streak  about  tablets. 

By  Barbara  Buell  in  San  Francisco 
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have  been  in  this  business  for  eight 
years,  and  for  all  eight  years  people 
have  been  predicting  that  the  Japanese 
would  own  this  business,"  says  Peter  J. 
Rogers,  an  analyst  at  investment  bank 
Robertson,  Stephens  &  Co.  "It  hasn't 
happened." 

Some  experts  still  think  it  never  will. 
Market  researchers  point  out  that  even 
Japanese  companies  that  lead  in  laptops 


haven't  had  much  success  in  the  larger 
desktop  market.  Toshiba,  for  instance, 
has  nearly  20%  of  the  U.  S.  laptop  mar- 
ket. But  it  supplies  just  27c  of  desktop 
PCs  in  the  U.  S.,  according  to  Interna- 
tional Data  Corp.  NEC  has  10%  in  laptops 
and  only  2.47c  of  desktops. 

Still,  if  laptops  do  become  the  best- 
selling  type  of  computer,  the  Japanese 
can't  lose.  If  they  simply  hold  on  to  what 


they  have  now  in  laptops,  they'll  wind  \ 
with  half  of  the  biggest  PC  market.  Ev< 
if  they  don't,  they'll  still  control  the  ki 
laptop  technologies.  Either  way,  Jap 
nese  electronics  makers  seem  destim 
to  dominate  in  the  laptop  era. 

By  Deidre  A.  Depke  in  New  York  ai 
Neil  Gross  in  Tokyo,  with  Barbara  Buell 
San  Francisco,  Gary  McWilliams  in  Bt 
ton,  and  bureau  reports 


WHO  NEEDS  A  DESK  WHEN  YOU'VE  GOT  A  LAP? 


low  far  can  the  laptop  boom 
take  American  business?  How 
I  about  out  of  the  office  forever? 
That's  what  AT&T's  Business  Network 
Sales  Div.  plans.  This  spring,  500  of  its 
salespeople  who  sell  long-distance  ser- 
vices to  businesses  will  be  evicted  from 
offices  in  10  states.  Henceforth,  they'll 
hang  their  hats  only  at  home. 

In  exchange  for  four  walls,  salespeo- 
ple such  as  John  J.  White  will  be  outfit- 
ted with  a  portable  office:  a  seven- 
pound  notebook  equipped  with  a 
modem  for  communicating  with  Ameri- 
can Telephone  &  Telegraph  Co.'s  cor- 
porate computers,  and  a  portable  print- 


er. Later,  he'll  get  a  cellular  phone. 
Leaving  the  office  for  good  is  fine  with 
25-year-old  White:  "It's  a  greater  level 
of  freedom  and  a  greater  level  of  inter- 
action with  my  customers." 

AT&T's  experiment  is  the  brainchild 
of  David  L.  Grimes,  an  AT&T  sales  vice- 
president  who  wanted  to  make  his  peo- 
ple more  productive.  Last  year,  after 
18  months  of  study,  he  hit  on  the  right 
combination  of  hardware  and  software, 
and  persuaded  a  group  of  volunteer 
guinea  pigs  to  try  the  setup  for  four 
months.  The  result?  Grimes  document- 
ed productivity  gains  of  5%  to  45%. 
"Now,  the  others  are  clamoring  for  it," 


he  says.  They  won't  have  long  to  wait 
In  30  days,  every  salesperson  in  his  1C 
state  region  will  be  up,  running,  an< 
out  the  door. 

Over  the  next  two  years,  10,000  oth 
er  AT&T  salespeople  will  follow  suit- 
half  of  them  by  October.  The  plan  wil 
cut  AT&T's  office-leasing  costs  by  505 
because  branch  offices  will  have  just ; 
few  desks  for  managers  and  a  confer 
ence  room.  When  salespeople  have  b 
come  in,  they'll  use  temporary  cubicles 
complete  with  nameplates  on  th< 
wall — attached  with  Velcro. 
out  of  touch?  To  see  how  worker 
respond  to  their  new  environment — o 
lack  of  it — AT&T  is  monitoring  th 
scheme  with  psychologists  from  Indi 
ana  University.  Employees  fear  th 
loss  of  social  relationships  that  develo] 
at  work.  They  also  worry  that  the  bos; 
won't  remember  them  when  it  come; 
time  for  promotion.  "We'll  have  ti 
come  up  with  a  set  of  tools  that  keep; 
people  connected  with  their  network  o 
colleagues,"  says  David  A.  Goodrum 
who  heads  the  university's  team. 

Management  will  have  to  adjust,  toe 
"Imagine  not  having  people  in  the  oi 
fice  where  you  can  keep  your  eye  oi 
them,"  says  Roger  G.  Dalrymple 
AT&T's  manager  of  information  tech 
nology  for  the  division,  which  is  basei 
in  Basking  Ridge,  N.J. 

Salesman  White  is  sure  that  the  nev 
free-form  infrastructure  will  work 
"I'm  happy  when  I  make  a  sale  and  ge 
a  commission  check,"  he  says,  "not  be 
cause  I  have  an  office  with  a  certaii 
amount  of  floor  space  and  a  picture  o 
my  wife."  He  cai 
always  put  th< 
picture  in  his  wal 
let.  But  if  AT&' 

IN  JO  STATES  gets    tJje  pr0(iuc 

and  giving  tivity  gains  it  ex 

salespeople  such  pects,  fatter  com 
missions  will  ea 
that  space,  too. 

By  Larr, 

modems,  Armstrong  in  Lo 

and  printers  Angeles 


MOVING  OUT:  AT&T 
IS  CLOSING  OFFICES 


AS  JOHN  WHITE 
NOTEBOOK  PCs, 
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COVER  ST 


IF  YOU'RE  FLYING  SOON,  TAKE  TWO 
DF  THESE  OR  CALL  US  IN  THE  MORNING. 


Now  you  can  get  fast  and  effec- 
ve  relief  from  the  headaches  often 
issociated  with  business  travel. 

Just  call  Alaska  Airlines.  From 
eservations  to  landing,  you'll  be 
reated  to  our  award-winning  service: 
'xcellent  on-time  performance, 


spacious  seating,  fresh,  delicious 
meals,  and  some  of  the  friendliest, 
nicest  airline  people  around. 

So,  if  you're  going  to  fly  another 
airline,  line  up  the  arrows  on  cap  and 
bottle,  push  cap  up  with  thumb, 
and  take  two  tablets  with  water. 


Or,  call  your  travel  agent  or  Alaska 
Airlines  at  1-800-426-0333.  The 
airline  recommended  by  more  west 
coast  business  travelers. 


124A-CA 


The  sun  is  rising  on  some  new  companies  in  Tucson.  Companies  like  Lockheed,  American 
Airlines,  Weiser  Lock  and  American  Express.  Why  not  join  them  and  bask  in  the  glow  of  a  city 
with  low  taxes,  reasonable  real  estate  prices,  a  productive  labor  force  and  a  cultural  climate 
matched  only  by  more  days  of  sunshine  than  any  other  city  in  America. 

So,  if  you  can  see  the  light  of  locating  in  the  heart  of  the  Texas/California/Mexico  market 
triangle  -  in  a  city  that  now  has  two  Foreign  Trade  Zones  --  call  The  Greater  Tucson  Economic 
Council.  Andrew  F.  Flores,  CID,  President. 


=r  Greater  Tucson  Economic  Council 

33  N.  Stone,  Suite  800    Tucson,  Arizona  85701 
Tel:  (602)  882-6079  Fax:  (602)  622-6413 


iports  Business 


BALL  I 


>ING  UP  IN  ORLANDO:  LOW  BASE  SALARIES  WILL  PREVENT  BIDDING  WARS  OVER  PLAYERS 


;  THE  WORLD  LEAGUE 
'HAIL  MARY'  PLAY? 


sts  are  low,  but  it  has  no  stars — and  Europe  may  not  be  rah-rah 


;'s  noisy  here  in  training  camp.  But 
vhat  do  you  expect  from  a  team 
lalled  the  Orlando  Thunder?  Taking 
eak  from  the  shouting  and  grunting, 
e  Withycombe  lumbers  over  to  the 
lines.  Released  last  summer  by  the 
i  York  Jets,  the  6-foot  5-inch,  294- 
nd  defensive  tackle  thought  his  pro 
ball  career  was  over  at  age  26.  But 
'ted  by  the  Thunder,  one  of  10  teams 
he  new  World  League  of  American 
tball,  Withycombe  has  his  second 
i.  So  what  if  it  isn't  the  National 
tball  League?  "I'd  rather  be  doing 

than  flipping  burgers  or  sitting  be- 
[  a  desk  somewhere,"  he  says, 
n  Mar.  23,  Withycombe  and  a  host  of 
>w  NFL  has-beens  will  start  battering 
l  other  for  real  as  the  World  League 
mences  its  inaugural  season.  Will 
body  watch  an  imitation  NFL?  This  is 
third  new  league  since  the  mid-1970s 
:  has  attempted  to  snag  football  fans. 

last  two  crashed  and  burned.  The 
1.  Football  League,  the  most  recent 
peroo,  played  spring  seasons  from 
3  through  1985. 

he  lessons  learned  in  the  USFL  deba- 
may  well  give  the  World  League  a 
;er  chance  of  success.  First,  the  USFL 
n't  a  complete  washout.  Ratings  for 
games  gave  pro  and  college  basket- 
and  Major  League  Baseball  a  run 
their  money.  Both  TV  and  NFL  execu- 
s  took  notice. 


For  years,  the  NFL  had  been  toying 
with  the  idea  of  expanding  overseas.  An- 
nual NFL  exhibition  games  in  Britain, 
Germany,  and  Japan  have  drawn  huge 
crowds,  and  including  some  overseas 
teams  in  a  new  spring  league  could  be  a 
low-risk  way  to  spread  the  gospel  of 
American  football.  Hence  the  interna- 
tional flavor  of  the  World  League,  which 
is  owned  by  26  of  the  28  NFL  owners.  Six 
teams  in  the  league  are  based  in  the 
U.  S.  and  four  outside 
it  (table). 

Financial  stability  is 
built  into  the  league's 
structure.  The  down- 
fall of  most  startup 
leagues,  including  the 
USFL,  has  been  bid- 
ding wars  over  star 
players.  But  the 
World  League,  not  the 
teams,  signs  and  pays 
players.  And  all  play- 
ers have  the  same  con- 
tract: a  base  salary  av- 
eraging $20,000  (de- 
pending on  position) 
for  the  four-month 
season  and  individual 
and  team  bonuses  that 
can  add  up  to  four 
times  that  amount. 
"Money  has  been  tak- 
en out  of  the  formula 


THE  WLAF'S  LINEUP 


BARCELONA  DRAGONS 


FRANKFURT  GALAXY 


LONDON  MONARCHS 


MONTREAL  MACHINE 


NEW  YORK-NEW  JERSEY  KNIGHTS 


ORLANDO  THUNDER 


RALEIGH-DURHAM  SKYHAWKS 


SACRAMENTO  SURGE 


SAN  ANTONIO  RIDERS 


DATA:  WORLD  LEAGUE  OF  AMERICAN  FOOTBALL 


for  success,"  says  Joe  Bailey,  the 
league's  chief  operating  officer. 

Tight  cost  controls  should  keep  player 
salaries  to  about  $1.2  million  per  team 
this  year.  The  league  will  also  pay  for 
team  travel,  coaches'  salaries,  and  most 
marketing  and  administration.  To  meet 
the  bills,  the  league  will  collect  some  $25 
million  a  year  from  TV  contracts  in  the 
U.  S.  and  Europe — mostly  from  a  two- 
year  deal  with  ABC — and  an  additional  $4 
million  to  $6  million  a  year  in  league 
sponsorships  from  the  likes  of  Coca-Cola 
Co.  and  Delta  Air  Lines  Inc. 

The  U.S.  owners  paid  $11  million 
apiece  for  franchises,  while  the  overseas 
owners  will  pay  out  of  future  earnings. 
To  support  weaker  franchises  (likely  to 
be  in  Europe),  40%  of  gate  receipts  will 
be  divided  equally  among  the  teams. 

All  that  planning  will  be  for  naught, 
however,  if  the  World  League  can't  win 
fans.  The  rules  are  designed  to  speed 
play  and  increase  scoring.  But  56-35 
games  may  not  make  up  for  a  lack  of 
superstars.  While  USFL  fans  were  able  to 
cheer  on  the  likes  of  Herschel  Walker, 
Doug  Flutie,  and  Jim  Kelly,  the  new 
league  won't  fight  the  NFL  for  prize 
players. 

crucial  playgrounds.  A  more  serious 
problem  may  be  generating  interest  in 
Europe.  American  football  is  still  only  a 
curiosity  there.  The  exhibition  games  are 
single  events,  featuring  well-known  NFL 
teams,  played  in  the  warm  summer. 
That's  a  far  cry  from  getting  fans  to  sit 
in  a  cold  spring  drizzle  to  watch  a  bunch 
of  unknowns.  Evidence  of  the  uphill 
struggle:  The  league  owns  and  operates 
the  Frankfurt  franchise  because  it  can't 
find  a  European  buyer.  Even  in  Britain, 
where  a  commercial  TV  network  has 
shown  American  foot- 
ball since  1982,  audi- 
ences last  season  were 
down  two-thirds  from 
their  1985-86  peak. 

In  the  end,  the  only 
way  American  football 
will  fly  outside  the 
U.  S.  is  if  the  game  fil- 
ters down  into  the 
playgrounds,  as  bas- 
ketball has  done  in 
southern  Europe. 
With  the  NFL  behind 
it,  the  new  World 
League  may  well  do 
the  same.  Meanwhile, 
at  least  it's  saving 
nearly  500  behemoths 
from  becoming  bur- 
ger-flippers. 

By  Mark  Maremont 
in  London,  with  Philip 
Bui  mart  in  Orlando 
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At  Continental  Bank,  our  business  focus 
allows  us  to  go  beyond  standard  solution; 

It's  likely  you  have  very  little  use  for  cookie-cutter  banking  products.  (Unless 
of  course,  you  happen  to  be  in  the  cookie-cutter  business.) 

Why,  then,  do  banks  continue  to  insist  on  stamping  out  the  same  financial 
solutions  for  different  financial  problems?  Well,  while  the  exact  answer  escapes  us 
we  have  been  sharp  enough  to  take  advantage  of  the  situation  and  carve  a  new  niche 
of  our  own:  business  banking  pure  and  simple. 


These  days,  Continental  bankers  are  even  more  inventive.  Our  products  even 
more  sophisticated.  And  our  ability  to  respond  quickly,  yet  ever-so-prudently,  has 
become  polished  and  honed.  Even  to  the  point  where  we  can  draw  on  any  of  the 
expertise  available  throughout  the  bank  without  compromising  expedience. 


6  1991  Continental  Bank  N  A  .  231  South  LaSalle  Street,  Chicago,  IL  6069 


For  example,  we  might  couple  lines  of  credit  with  commodity  risk  manage- 
^nt  solutions  to  create  predictable  revenue  streams  in  volatile  markets.  Or  we  could 
mbine  asset  securitization  with  a  structured  finance  program  to  enhance  your 
lance  sheet.  Or,  we  just  might  come  up  with  something  totally  new 
•  your  business. 


Which  brings  us  to  you.  Will  you  settle  for  simple,  run-of- 
s-mill,  cookie-cutter  answers  and  perhaps  subsequently  have  your 
ad  bitten  off?  Or  will  you  work  with  someone  like  Continental 


10  can  knead,  shape  and  filet  your  dough  into  what  could  only  be  termed  a 
lancial  thing  of  beauty?  If  the  latter  appeals  to  you,  call  a  Continental  banker  at 
12)  828-5799.  You'll  find  that  when  it  comes  to  customized  business  banking, 

t  are  indeed  a  cut  above  the  r  st        @  Continental  Bank 

A  new  approach  to  business: 

Kjftf  offices:  Atlanta,  Chicago,  Dallas,  Los  Angeles,  Miami,  New  York  Intmiattmul  uffutv.  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  London,  Mexico  City,  Milan,  Pans,  Santiago,  Sao  Paulo,  Singapore,  Tokyo 
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RETAILING  I 


arketin 


MAYBE  THE  LIMITED 
HAS  LIMITS  AFTER  ALL 


It's  growing  like  gangbusters — but  some  units  are  slipping 


HAVE  SOME  STORES 
GOTTEN  TOO  GRAND 
FOR  THE  GOODS? 


Jackie  Onassis  was  there.  So  was 
Brooke  Astor.  And  so,  of  course, 
was  the  host,  Limited  Chairman  Les- 
lie H.  Wexner.  On  Feb.  27,  le  tout  New 
York-  toasted  the  opening  of  the  new 
flagship  store  for  Henri  Bendel.  the  re- 
tailer to  the  ultrachic  now  owned  by  The 
Limited  Inc.  Wexner  had  a  lot  more  than 
a  store  opening  to  celebrate.  In  1990,  a 
year  most  retailers  want  to  forget,  The 
Limited's  earnings  rose  15rf,  to  S398  mil- 
lion, on  sales  of  $5.3  billion.  At  25%, 
Limited  stock  is  almost  double  the  price 
of  last  September. 

So  alts  well  at  The 
Limited?  Not  exactly. 
Although  Bendel's  gives 
Wexner  entree  into  the 
high  end  of  fashion  re- 
tailing, where  he  can 
compete  with  Bergdorf 
Goodman.  I.  Magnin. 
and  Neiman-Marcus,  he 
can't  let  this  refurbished 
jewel  grab  too  much  of 
his  attention.  Despite 
the  recent  runup  in  the 
stock  price,  it's  now  only 
where  it  was  in  1987. 
Moreover,  last  year's 


rise  in  net  profits  pales  compared  with 
the  41'  c  increase  in  1989.  That  reflects 
disappointments  at  two  core  operations: 
Limited  Stores,  the  largest  division,  with 
SI. 3  billion  in  sales,  saw  its  1990  operat- 
ing profit  drop  24^ .  to  $163  million,  ac- 
cording to  estimates  by  analyst  Richard 
N.  Baum  of  Sanford  C.  Bernstein  &  Co. 
And  at  Lerner  New  York,  the  second- 
largest  division,  with  $975  million  in  rev- 
enues. Baum  says  operating  profits 
dropped  7%,  to  $93  million.  (The  Limited 
declined  to  comment  for  this  article.) 


THE  LIMITED'S  REPORT  CARD 


Division        1990  operating  profit* 

Millions 

Percent  change 
from  1989 

LIMITED  STORES 

Slc3 

-24% 

EXPRESS 

136 

13 

VICTORIA'S  SECRET" 

169 

63 

LANE  BRYANT 

102 

79 

LERNER 

^3 

-7 

"Estimate 
"Includes  moil- 
order  division 

DATA:  SANFORD  C 
BERNSTEIN  &  CO. 


1990  S WEAK 
SISTERS  WERE 
LIMITED  STORES 
AND  LERNER 


To  be  sure,  The  Limited's  winners 
1990  turned  in  solid  performances 
deed.  Operating  profits  jumped  79% 
Lane  Bryant,  the  752-store  chain  : 
heavyset  women.  Lane  Bryant's  pre 
margins  had  deteriorated  through  I 
late  1980s.  Then  early  last  year,  Ls 
Bryant's  longtime  boss  Ira  Quint  k 
The  new  chief,  Cheryl  Nido  Turpin,  a> 
such  marginal  lines  as  evening  dres< 
and  jewelry  and  focused  on  delivering 
overweight  customers  much  the  sa 
fashion  look  as  slimmer  shoppers 
mand.  "We  don't  take  into  accoi 
[their]  large  size,"  said  Turpin  in  a 
cent  interview. 

Even  more  important  was  a  standi 
performance  by  Victoria's  Secret,  i 
purveyor  of  women's  bath  products  a 
lacy  lingerie.  Its  stores  and  mail-on 
business  reached  $900  million  in  sa 
last  year,  while  profits  rose  63%,  to 
estimated  $169  million.  "Victoria's  Sec 
will  continue  to  grow  like  a  weed,"  p 
diets  Thomas  Tashjian.  a  retail  anal; 
at  Seidler  Amdec  Securities  Inc. 

Subtract  the  profits  of  the  linge 
chain  and  mail-order  business,  thouj 
and  the  problems  at  Lerner  and  Limi' 
Stores  would  have  kept  operating  pro! 
flat  in  1990.  For  years.  Limited  Sto: 
led  the  company  in  sales  and  pn 
growth  by  peddling  low-priced  but 
tractive  knockoffs  of  the  latest  loo 
"Wexner  became  the  expert  at  dressi 
the  masses,"  says  Alan  G.  Millstein, 
apparel  consultant  in  New  York. 
'lost  touch.'  The  Limited  Stores  d 
sion,  however,  has  lost  some  of  its  foe 
The  company  has  enlarged  and  upgr 
ed  many  stores  with  high-tech  lightii 
chrome,  mirrors,  and  marble  floors.  N 
stores  of  10,000  square  feet  each  ; 
more  than  twice  as  big  as  original  lo 
tions.  Some  observers  think  the  1 
stores  may  be  too  grand,  considering  t 
middling  quality  of  the  apparel.  "1 
better  the  store  looked,  the  grea 
the  gap  between  the  quality  of  the  m 
chandise  and  the  surroundings,"  S£ 

 1  Carol  A.  Farmer,  a  rel 

I  consultant. 

Another  problem  v 
the  decision  by  Vei 
Gibson.  the  longtime 
—        vision  head,  to  phase  < 
its  popular  Forenza  } 
jtt  vate  label  and  launch 

I  its  place  Paul  et  Duffi 

^■L  The   new   line  off< 

\  higher-priced  cloth 
with  European  cuts  a 
somber  colors  to  a  c 
tomer  analysts  say  r. 
consistently  shown  1 
preference  for  brig 
colored,  inexpensive  i 
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,  Last  summer,  shoppers  left  Paul 
iffier  creations  on  the  racks.  "The 
•s  fell  in  love  with  what  they  liked 
ost  touch  with  mass  appeal,"  says 
im  N.  Smith,  a  retail  analyst  at 
1  Barney,  Harris  Upham  &  Co. 
anwhile,  Express,  another  division 
e  Limited,  has  been  expanding  rap- 
-and  in  some  cases,  say  former  ex- 
/es  and  analysts,  stealing  business 

Limited  Stores.  In  New  Jersey,  for 
pie,  Robin  Fischberg,  a  21-year-old 
mt  at  Katharine  Gibbs  School,  used 
y  Forenza  sweaters  in  every  color 

Limited  Stores.  Now,  she  prefers 
ring  at  Express:  "Express'  quality 
)bably  not  the  best,"  she  says,  "but 
tuff  is  really  fashionable." 
HES  and  cream.  A  turnaround  sim- 

0  the  revival  of  Lane  Bryant  could 
:  hand  for  Limited  Stores.  Gibson 
3tly  departed  in  January.  She  could 
>e  reached,  but  former  executives 
ler  effectiveness  was  diminished  by 
gering  ear  infection  that  made  air 
:]  difficult.  Her  replacement  is  How- 
Jross,  former  president  of  Victoria's 
it. 

tailing  sources  say  Gross  fired  nine 
rs  immediately.  Two  new  depart- 
s  that  had  been  developed  under 
:ed  Stores'  aegis — Cacique,  a  line  of 
conservative  lingerie,  and  Limited 
a  retailer  of  fashionable  children's 
es — now  report  to  Vice-Chairman 
las  G.  Hopkins,  so  Gross  can  focus 
le  core  operations. 
:ecutives  at  The  Limited's  Lerner 

1  of  858  budget  stores  have  their 
slump  to  remedy.  The  company  has 

transforming  many  of  Lerner's 
ly  lit  caverns  into  sumptuous  empo- 
s  replete  with  large  dressing  rooms, 
)  players,  and  overstuffed  furni- 
— what  executives  call  the  "peaches 
cream"  format.  But  revenues  at 
er's  stores  open  more  than  a  year 
27'  in  1990,  according  to  Baum  at 
brd  Bernstein.  Says  Kurt  Winters,  a 
1  analyst  at  ids  Financial  Corp., 
h  owns  2.8  million  Limited  shares: 
i  hear  all  this  talk  about  how  good 
peaches  and  cream]  format  is,  and 
fOu  never  see  any  results."  The  com- 
'  is  continuing  its  renovations. 
3  executives  at  Lerner  and  Limited 
es  search  for  solutions,  a  spokesman 
Wexner  says  he  will  become  more 
lved  with  operations,  especially  at 
ited  Stores— a  big  task.  "My  biggest 
ern  is  that  Les  Wexner  is  spread  too 
,"  says  one  institutional  investor 

asked  not  to  be  identified.  Wexner 
predicted  his  company  will  hit  $10 
m  in  sales  by  1995.  Reaching  that 

means  Wexner  will  have  to  keep 
venting  those  winning  formulas  that 
e  him  one  of  the  country's  master 
chants. 

By  Laura  Zinn  in  New  York 


•  100%  U.S.  Treasuries 
•  No  State  or  City  Taxes 
•  Free  Checkwriting 
•  $2,500  Minimum  Investment 

100%  U.S.  GOVERNMENT 
GUARANTEED  PORTFOLIO 
SECURITIES! 

Fund's  portfolio  securities  are  100% 
guaranteed  as  to  the  timely  payment  of 
interest  and  principal.  Of  course,  the  market 
value  of  the  Treasury  securities  and  the  Fund 
shares  are  not  guaranteed. 

UNIQUE  TAX  ADVANTAGE! 

Due  to  its  structure,  this  is  the  only  fund  of  its  kind 
that  can  offer  state  and  local  tax-free  income  in  49  states. 

Call  for  today's  high  current  yield! 


Dreyfus  Special  Offer! 

For  a  period  of  time,  the  usual  management  fee 
is  being  waived.  Call  for  details. 


For  more  complete  information,  including  management  fee,  charges  and  expenses, 
obtain  a  Prospectus  by  calling  toll-free.  Read  it  carefully  before  you  invest  or  send  money. 

1-800-782-6620 

Em  g%  Ask  for  Extension  4139 

PreytUS  100%  U.S.  Treasury 

p.o.  Box  3498,  Camden,  nj  08101  Money  Market  Fund,  L.P. 

*  Source:  Based  on  information  provided  by  IBC/Donoghue's  Money  Fund  Report  for  11  money 
market  funds  investing  100%  in  U.S.  Treasuries  for  the  7-day  period  ending  January  29,  1991  and 
reflects  the  absorption  of  certain  Fund  expenses.  Fund's  yield  fluctuates.  Past  performance  is  no 
guarantee  of  future  results.  Income  is  subject  to  Federal  tax.  148 — 001 


ADVICE  AND  DISSENT 

They're  contentious  and  contagious. They're 
the  McLaughlin  Group,  (clockwise  from  left)  Jack 
Germond,  Eleanor  Clift,  John  McLaughlin,  Fred  Barnes, 
Morton  Kondracke,  and  Pat  Buchanan. 

Made  possible  by  a  grant  from  GE. 

the  Mclaughlin  group 

Check  your  local  listing  for  station  and  time. 

We  bring  good  things  to  life. 


ITING 
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FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
1  -800-424-3090 
(312)  337-3090 
OR  WRITE: 


H  M  BUSINESS  ft  WEEK 

MARKETPLACE 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (3 12)  337-5633 


Franchising 


Franchise 

your  business! 


A  Seminar  for  business  owners  and  C.E.O.s 

More  and  more  businesses,  large  and 
small,  are  expanding  through  franchis- 
ing II  your  successful  business  system 
can  be  taught  to  others,  you  should 
consider  the  franchise  alternative  At- 
tend this  all-day  seminar  conducted  by 
the  only  management  consulting  firm 
that  has  helped  500  businesses  be- 
come franchisors. 

 Seminar  Locations 


Topics  include 

•  Franchise  criteria  •  Earnings  potential 

•  Marketing  methods  •  Growth  potential 

•  Legal  requirements  •  Development  costs 

Tuition  $145  •  Group  rates  available 
Call  for  reservations 


Atlanta    May  8 

Boston    May  10 

Chicago  Mar  21 

Dallas     Mar  20 


Houston  Mar 
Los  Angeles  Apr 
Miami  May 


New  York  May  9 

Orlando  May  7 

San  Francisco  Apr.  10 

Seattle  Apr  9 


Can't  attend?  Call  or  write  for  information  on  tranchismg  your  business 

1-800-877-1103 

rrcincorp* 

New  York:  237  Park  Avenue  •  New  York,  New  York  10017  •  (212)  922-3600 
Chicago:  20200  Governors  Drive  •  Olympia  Fields,  IL  60461  •(708)481-2900 
^Los  Angeles:  6033  W  Century  Blvd  •  Los  Angeles,  CA  90045  •  (213)  338-0600^ 


Corporate  Gifts 


IMAGE 
BUILDERS 


WINTER  SAVINGS! 

CUSTOM 
EMBROIDERED 
CAPS  AS  LOW 
AS  $3.99 


The  Corporate  Choice 

Telephone  415-786-1100 
Fax  415-786-1111 
3952  Point  Eden  Way 
Hayward,  California  94545 


THE  POKE  BOAT' 

ITS  EVERYTHING 
A  CANOE 


It  weighs  only  28 
pounds  For  l« 
ttion  $800  you 

can  buy 
more  than 
a  canoe. 


ISN'T. 
Call  toll-free 
1  -800- 
354- 
0190. 


Authentic 


PHOTOGRAPHS 

as  seen  on  PBS 


CIVIL  WAR 

"^x^  Museum-quality  photogiaphs 
9^  from  Matthew  Brady  negatives 

COLLECTOR'S  PORTFOLIO:  lour  1 1  x  14-hct)  images 
of  Generals  Grant.  Lee,  Sherman  and  Jackson  $295 
CerMcate  of  Authenticity  included  Shipped  free 
V1SA/MC  accepted  Illustrated  brochure  available 

SATISFACTION  GUARANTEED 

DIADEM,  INC.    ENGLEW00D  CUFFS.  NJ  07632 
CALL  201  871-1440  FAX  201  871-3395 


Corporate 
Ues 

(150  pc.  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 


Barnard  Mainf.  ltd. 

33  Mead  Ave.  •  Cos  Cob 
CT  06807  •  U.S.A. 
Dept.  BW  (203)869-3006 


Inventories  Purchased 


FREE  FOR  THE  ASKiNG! 

Turn  your  excess  inventory  into  a  cash 
cow.  This  free  book  covers  a  wide  range 
of  money  making  options,  tax  benefits  and 
pitfalls.  Call  or  write  Gary  Lawrence.  Learn 
how  to  skim  the  cream  from  your  excess 
electronic  and  electromechanical 
inventories. 

^Pa  American 
^Design 
kCorp. 

Dept  301-120 
il5  Fairview  Ave ,  P.O.  Box  520 
Fairview,  NJ  07022 
1-800-776-3800 


Corporate  Gifts 


MAKE  A  GREAT  IMPRESSION 
WITH  UNIONWIDE  WATCHES! 

Just  Send  Us 
Your  Color  Logo 

Your  full  color  company  logo  is  the  dial  of 
an  elegant  walch  Precision  OTZ  move- 
ment, gold-tone  case,  genuine  leather 
band  1  yr  warranty  Remarkably  inexpen- 
sive even  in  small  quantities 

Send  $16  50  and  any  size  logo  on  letter- 
head, photo  or  artwork  We'll  rush  you  a 
personalized  quartz  watch  sample  Ideal 
for  incentives,  premiums,  gifts, 
awards,  etc. 

UNIONWIDE  WATCHES,  INC. 

67 1  Brea  Canyon  Rd  ,  Suite  3 
Walnut,  CA  91 789 
(714)  598-7299 
ATTN  Mr  Yale 

Money  Back  Guarantee 


Hobbies/Collectibles 


i  enjoy 

the  fun  and  challenge  of  old 
fashioned  Balsa  model  plane 
and  ship  building  again. 
The  memories  are  FREE, 
and  so  is  our  catalog. 

Call  toll  free  800-444-8066 

Build  a  memory  today 
with  a  model  project  from: 
Charles  River  Landing,  Ltd., 
33  Fourth  Ave.,  Box  775, 
Needham  Heights,  MA  02194 


Business  Services 


RESEARCH  REPORTS 

19,278  academic  topics  available 
Send  $200  for  the  306-page  ca 
talog  Custom-written  reports  als( 
available  Research  Assistance 
1 1322  Idaho  Ave  #206BF,  Los  An 
geles,  CA  90025  Toil-Free  Hotline 
800-351-0222  (California  213 
477-8226) 


MAKE  592%  PROFIT! 


MIRACLE  POLISHING  CLOTH 

Cleans/polishes  ANY  surface  like  magic 
Instantly'  Terrific  10  second  demonstration1  Fas 
$3  49  seller  pays  $2  90  profit1  Big  volume  Chair 
Store  item  Exclusive  territory 

FREE  SAMPLE 

QO  Q  1312-  ■■■■■■  WASHINGTON  AVENUE 
nOlO    ST  LOUIS.  MO  63103-1989  U  S.A 

Phone  or  write:  314-241-8464 


Business  Opportunities 


INTERNATIONAL  SOCIETY 
OF  FINANCIERS 

Professional  Membership 
Network  For  Maior  Players 
Ask  For  FREE  6-Page  Report 
ISF,  P.O  Box  18508,  Asheville.  NC 

28814  USA 
800-777-5907  FAX  704-251-5061 


IT  PAYS  TO  ADVERTISE 
IN  THE  BUSINESS  WEEK 
MARKET-PLACE 

The  Business  Week  Market- 
place Section  is  a  special  ad- 
vertising feature  appearing  in 
the  first  issue  of  each  month 
The  Market-Place  provides 
an  ideal  Showcase'  for  ad- 
vertisers who  have  products 
or  services  that  appeal  to 
Business  Week's  more  than 
6.2  million  responsive 
readers. 

For  rates  and  information  write: 
BUSINESSWEEK 
MARKET-PLACE 
1 00  East  Ohio  St.,  Suite  632 
Chicago,  IL6061 1 
or  call  (31 2)  337-3090 
or  FAX  (31 2)  337-5633 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
1-800-424-3090 
(312)  337-3090 
OR  WRITE: 


II M  BUSINESS  WEEK 

mmtirina 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (3 12)  337-5633 


Menswear/Fashion 


EN:  Hard  to  fit? 


for  our  catalog  full  of  great 
ng  brand  name  clothes 
anteed  to  fit! 

I  to  4XL  * s 
to  8XL 
3es 
16 

A-EEE 

oil-Free 
156-4334 

flnc  Size 

'1 55  •  P0  91 1 5  •  Hmgham  MA  02043 


N*S  WIDE  SHOES 


■EEEEE,  SIZES  5-13 

width  for  men  who  rued  it. 
ent  variety,  styling  and  quality, 
for  FREE 
LOG 


lest  Selection  ol  Ihe  Widest  Shoes  Anywhere 


CHCOCK  SHOES,  INC 

)ept  55C  Hmgham,  MA  02043 


Financial  Services 

i-NAME  STOCKS 
UNLOAD  NOW: 

:w  Performance 
gs  of  all  NYSE 
s  show  200  ex- 
?ly  vulnerable 
5  (rated  8  or  9) 
uding  some  very 
i u s  names- 
I  believe  could 

'JSSSSH MARTINZWEIG 

gs  ($39  value)  as  a  bonus  with 
ubscription  to  The Zweig Fore- 
lime  is  crucial. 

iree-Month  Trial  $50.  One  Year 
Visa  or  MC  1-800-633-2252 
024. 

E  ZWEIG  FORECAST 

3ox  360,  Bellmore.N.Y.  11710 


)00  CASH  AVAILABLE 


start  or  expand  your 
ness.  Guaranteed. 
EE  revealing  details, 
e:  AMERICAN  BUSINESS 
JB,  301  -BB  Plymouth 
e.Dalton.GA  30721 -9983 


/estment  Opportunities 


NVESTMENT  GEMSTONES! 
UARANTEED  LIQUIDITY!!! 

ly  &  sell  Diamonds  and  all  Precious  Gem- 
Free  wholesale  catalog  since    1 967! 
er  Jewelers  Board  ol  Trade  &  Chamber  of 

lerce. 

HOUSE  OF  ONYX 

One  Main  Street 
Greenville,  Kentucky  42345 
TOLL  FREE  1-800-626-8352 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  relieve  back  pain 


•  Built-in  adjustable 
lumbar  support 

■  Adjustable 
neck  rest 

•  Forward-tilt 
feature 


T*aflr^avf»r   FREE  Color  Catalog 

pacKjaver  1.800-251-2225  or  write 

25  Jeffrey  Ave..  Dept.  BWE.  Holliston,  MA  01746 


Capital  Available 


CAPITAL  AVAILABLE 


For  viable  expansion  projects  and  excit- 
ing start-ups  $250,000  USD  and^up 
Brokers  Welcome.  ^> 

BARCLAY  CONSULTANTS  '■==§ 


(407)  788-G2G7 


Wine  Cellars 


WIN  EC  ELI  A  RS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  your  Cost 


Visa/MC/AmEx/Discovet 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models  - 

Not  Handmade 

40  Bottle  Glass  Door 

$  599 

$  499 

60  Bottle  Glass  Door 

749 

659 

FurVault  holds  about  8  Furs  $3495 


$  1895 


Custom  Cellars  &  Racking  Systems  -  Call  For  Catalog 

134  W  131st  St.  Los  Angeles  •  800/777/V1NO  (777-8466)  or  in  CA  21  V7 19-9500 


Export/Import 


EXPORT/IMPORT  DIRECTORIES 
GUIDES  &  PUBLICATIONS 


EAST  &  WEST  EUROPE 
U.S.S.R.,  CANADA  &  U.S. 


800-359-6031 ,  fax:  (41 5)  495-4394 
International  trade  press 

2  Townsend  St.,  «  2-304,  San  Francisco,  CA  94107 


Computers/Office  Equipment 


INC 


Our  1 4th  year  of  DISCOUNTS 
Tandy*  Computers 
Radio  Shack  Products 
Toll  Free  800-231-3680 
22511  KatyFwy  Katy  (Houston)  TX  77450 
1-71 3-392-0747  Fax  (7 1 3)  574-4567 


Computers/Software 


How  to  succeed  in  business  today: 


Getting  ahead  in  today's 
competitive  business  world 
means  you  have  to  know  how 
to  set  up  systems  that  will 
increase  efficiency,  produc- 
tivity, and  profits.  What's 
more,  you  have  to  know  how 
to  use  a  computer  to  make 
those  systems  really 
perform. 

Now,  NRI's  at-home  train- 
ing in  PC  Systems  Analysis 
gives  you  the  computer,  the 
software,  and  the  analytical 
skills  you  need  to  succeed. 

Step  by  step,  you  learn  the 
art  of  systems  analysis:  how 
to  define  and  break  down  the 
problem,  interview  users, 
interpret  and  model  data, 
prepare  proposals— every 
skill  you  need  to  map  out  the 
optimal  system  solution. 
But  that's  just  the  beginning. 

Training  includes  a  powerful 
computer  system  and  software  you  keep 

NRI  gives  you  hands-on  experience  with  an 
AT-compatible  computer  system— complete 
with  1.2  meg  floppy  drive,  monitor,  modem, 
and  a  full  meg  of  RAM  — all  yours  to  train 
with  and  keep! 

You  begin  by  learning  BASIC,  today's  most 
popular  PC  programming  language.  Then,  using 
the  Microsoft®  Works  software  also  included  in 
your  training,  you  master  four  essential  PC  appli- 
cations: word  processing,  spreadsheets,  data- 
base management,  and  data  communications. 

Soon  your  computer  becomes  your  most 
important  analysis  tool,  allowing  you  to  pro- 
duce cost-benefit  analyses,  feasibility  studies, 
long-range  projections,  complex  databases, 


Learn  the  art  of 
systems  analysis. 

r 


and  more.  Before  you  know 
it,  with  a  real-world  under- 
standing of  PC  hardware 
and  software  systems, 
you're  ready  to  create  the 
kind  of  computer  solutions 
that  will  make  you  a  key 
player  on  any  business  team. 

Send  today  for  your 
FREE  catalog 

Move  up,  make  more 
money,  even  start  your 
own  business.  If  the  coupon 
is  missing,  write  to  NRI 
Schools,  McGraw-Hill 
Continuing  Education 
Center,  4401  Connecticut 
Avenue,  NW,  Washington, 
DC,  20008. 

AT  is  a  registered  trademark 
of  IBM  Corp. 


Schools 

McGraw-Hill  Continuing  Education  Center 
4401  Connecticut  Avenue,  NW  ■  .  jj 

Washington,  DC  20008  jijjfg 

(3  Check  one  FREE  catalog  only: 

□  PC  Systems  Analysis 

□  Computer  Programming 

□  PC  Software  Engineering  Using  C 


NAME 

(please  print) 

AGE  1 

ADDRES  , 

CITY/STATE/ZIP 

4562-031  | 

Personal  Business 


EDITED  BY  TROY  SEGAL 


Home 


REFINANCING?  HERE'S  HOW 
TO  FIGURE  THE  ANGLES 


When  interest  rates 
drop,  homeowners' 
thoughts  naturally 
turn  to  mortgage  refinancing. 
Fixed  rates  on  30-year  con- 
ventional mortgages  are  now 
averaging  9.5%,  their  lowest 
level  in  four  years,  and  they 
could  dip  a  little  lower  still. 
Traditional  financial  wisdom 
says  that  anybody  who  is  pay- 
ing two  percentage  points 
above  prevailing  rates  and 
planning  to  stay  in  the  same 
house  for  several  years 
should  start  shopping  for  a 
new  loan. 

But  don't  let  tradition  hold 
you  back  if  you're  paying 
10.5%.  Even  those  who  are 
comfortable  with  their  pres- 
ent mortgage  payments 
should  remember  that  just 
one  percentage  point  makes  a 
big  difference  in  the  long  run. 
If  you  took  out  a  $150,000 
mortgage  last  year  at  10.5%, 
paying  it  off  at  9.5%  would 
save  $25,700  in  interest  over 
the  life  of  the  loan.  And  for 
people  even  slightly  insecure 
about  their  jobs,  lopping  $200 
or  so  a  month  from  fixed  ex- 


penses can  be  quite  a  stress- 
reliever. 

Still,  the  biggest  factor  in 
refinancing  should  be  how 
long  you  intend  to  stay 
your  house,  because  closing 
costs  are  so  high.  Most  people 
who  refinance  choose  a  fixed- 
rate  mortgage.  If  you  don't 
sell  for  five  years,  you'll  come 
out  ahead  by  dropping  down 
just  one  point.  And  if  your 
rate  comes  down  by  two 
points,  you'll  recoup  costs  in 
about  2'/2  years  (table). 
teasers.  On  the  other  hand,  s5 
if  your  house  has  just  gone  on 
the  market,  or  if  you  think 
you  may  move  out  within  a 
couple  of  years,  a 
one-year  adjust 
able-rate  mort- 
gage (ARM)  may 
make  more  sense. 
Many  lenders  now  offer  one- 
year  arms  with  initial  teaser 
rates  as  low  as  6.5%.  Switch 
into  one  of  those  from  a  30- 
year,  fixed-rate  loan  at  10.5% 
or  more,  and  you'll  recoup 
your  closing  costs  in  less  than 
a  year. 

Of  course,  going  from  fixed 


 - 


WHEN  IT  PAYS  TO  BORROW  ALL  OVER  AGAIN 

You're  paying  $1 ,485  a  month  for  a  $1 50,000  mortgage  at  a  30-year  fixed  rate  of 
1 1.5%.  Now  that  interest  rates  are  down,  you'd  like  to  refinance.  Here's  how  long  it 
would  take  to  realize  a  savings,  depending  on  how  many  points  you  pay,  assuming 
you  fold  your  points  into  the  loan,  and  with  additional  closing  costs  of  $1 ,000 


30-YEAR 
FIXED  AT  9% 


WITH  4  POINTS      WITH  3  POINTS      WITH  2  POINTS      WITH  2  POINTS 

$1,263      $1,303      $1,351  $1,076 


NEW 
MORTGAGE 

NEW  MONTHLY 
PAYMENT 

TIME  TO 
RECOUP  COSTS* 

'Assumes  monthly  savings  are  invested  in  a  money-market  fund  paying  8% 


30-YEAR  30-YEAR 
FIXED  AT  9.5%      FIXED  AT  10% 


ONE-YEAR 
ARM  AT  7.5% 


29 

MONTHS 


28 

MONTHS 


28 

MONTHS 


10 

MONTHS 


DATA  THE  BANKER'S  SECRET  SOFTWARE 


to  adjustable  rates  sou 
risky — because  most  of  us 
dogged  by  the  high-infla 
mentality  of  the  late  '70s. 
it's  no  longer  a  given 
ARM  rates  will  keep  spira 
to  their  maximum. 

In  a  worst-case  scenari 
one-year,  6.5%-  ARM  with 
point  annual  cap  and  a 
lifetime  cap  will  go  up 
12.5%  in  four  years.  Even 
payments  over  those  i 
years  would  be  slightly 
than  with  a  30-year,  £ 
fixed  mortgage.  Before  ' 
assume  that  an  ARM  wilj 
expensive,  figure  precii 
what  you'll  save  in  intei 
over  what  period  of  time. 

There  are  plenty  of  b( 
and  software  programs 
help  tabulate  savings, 
painless  way  is  offered 
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Banker's  Secret  software 
.95,  phone  800  255-0899). 
hor  Marc  Eisenson's  em- 
sis  is  on  the  thriftiest  ap- 
ich:  refinancing  and  using 
resultant  monthly  savings 
prepay  your  principal, 
iing  the  lender  an  extra 
)  a  month  on  a  10.5%,  30- 
•  loan  of  $150,000  will  save 
more  than  $118,000  in  in- 
st  and  shorten  the  loan 
i  by  8V2  years. 
dream.  Another  option  is 
verting  your  30-year  fixed 
tgage  into  a  15-year  one, 
re  the  prevailing  rate  is 
md  9%.  Because  you  will 
paying  back  the  principal 
;er  with  a  shorter-term 
,  your  monthly  payments 
ain  the  same.  But  you 
;  a  bundle  on  interest,  and 
own  your  house  outright 
:e  as  soon. 

nfortunately,  refinancing 
ke  a  recurrent  nightmare: 
wolves  the  same  lengthy 
:ess  and  the  same  fees  as 
ing  your  first  mortgage, 
ause  you're  essentially 
ing  off  the  first  loan  and 
ng  out  a  new  one.  Once 
in,  the  lender  will  hit  you 
1  "points,"  each  equal  to 
)f  the  loan  amount.  Usual- 
the  more  points  you  pay, 
lower  the  interest  rate 
can  get.  (Bear  in  mind 
t  interest  on  a  jumbo 
1— over  $191,000— runs  a 
-point  higher.  Also,  unlike 
ime  purchase,  a  refinanc- 
s  points  are  not  tax-de- 
tible.)  Next  come  fees  for 
application,  a  new  apprais- 
i  title  search,  and  the  legal 
k. 

otal  refinancing  costs  run 
to  5%  of  the  loan  amount, 
payment  penalties  are  no 
jer  common,  but  even  so, 
ck  your  original  loan 
sement  to  make  sure  none 
mentioned. 

CK  record.  There's  some 
ray  here.  Sticking  with 
r  current  lender  can  cut 
ing  costs  on  a  refinancing 
about  25%.  The  institution 
f  waive  appraisal,  title- 
ech,  and  possibly  credit- 
:k  fees,  especially  if  your 
ment  record  is  good. 
!ven  new  lenders  will  take 
)  consideration  what's 
wn  as  your  "willingness  to 
,"  or  your  track  record  in 


sending  in  prompt  mortgage 
checks,  as  seriously  as  they 
will  your  ability  to  pay,  says 
Paul  Havemann,  vice-presi- 
dent of  mortgage-lender  sur- 
vey firm  HSH  Associates,  and 
possibly  give  you  a  break  on 
certain  fees.  "Everything's 
negotiable,"  says  Havemann. 
"Some  borrowers  will  get 


lucky  and  pay  a  grand  [in 
closing  costs],  others  as  much 
as  five  grand." 

Since  the  banks  are  compet- 
ing more  fiercely  than  ever 
and  since  the  real  estate  mar- 
ket is  slow,  a  smart  shopper 
should  be  able  to  find  an  at- 
tractive deal.  Warren  Lasko, 
executive  vice-president  of  the 


Autos 


FROM  DESERT  STORM, 
AH  URBAN  DUNE  BUGGY? 


The  car  of  my  dreams  is 
parked  out  front,  engine 
emitting  a  throaty  bur- 
ble, angular  profile  radiating 
menace.  Passersby  jostle  for 
a  look  at  its  aluminum  body. 
My  hosts  beckon  me,  signal- 
ing that  it's  time  to  start  our 
road  test.  We  roar  off  into 
downtown  Washington  traf- 


formed  the  homely  transport 
into  a  glamorous  war  wagon. 
Naturally,  manufacturer  AM 
General  in  South  Bend,  Ind., 
has  been  deluged  with  re- 
quests: "I've  received  letters 
from  folks  all  over  the  coun- 
try who  want  one,"  says  am 
General  spokesperson  Craig 
MacNab.  (Alas,  a  civilian  mod- 


Mortgage  Bankers  Associa- 
tion of  America,  says  inqui- 
ries about  refinancing  have 
been  pouring  in.  Economists 
and  the  Federal  Reserve 
Board  are  already  promising 
an  economic  turnaround  by 
1992 — so  it  may  be  years  be- 
fore mortgages  look  this  good 
again.  Joan  Warner 


A  HUMVEE  ON  PATROL:  A  STREET  VERSION  IS  ONLY  IN  THE  TALK  STAGE 


fic,  as  envious  glances  follow 
us  out  of  sight. 

A  Ferrari  F40?  Perhaps  a 
Lamborghini  Diablo?  Nope. 
My  dream  car  is  the  snub- 
nosed  troop  carrier  known  as 
the  Hummer,  colloquially 
called  the  Huinvee.  The  Hum- 
vee  has  been  a  workhorse  of 
Operation  Desert  Storm,  car- 
rying scouts  on  night  mis- 
sions, dodging  mines,  and  lob- 
bing antitank  missiles  at  Iraqi 
armor. 

TV  exposure   has  trans- 


el  is  only  in  the  talk  stage.) 

Why  would  anyone  want  a 
5,200  pound  Humvee  lurking 
in  their  driveway,  spooking 
the  neighbor's  dog?  Well,  per- 
haps because  this  thing  is  the 
ultimate  off-road  vehicle,  ca- 
pable of  charging  up  60-de- 
gree  grades  and  fording  deep 
streams.  "You  can  drive  it 
through  anything,"  says 
Army  Captain  Bob  Stone,  who 
talked  to  BW's  Russ  Mitchell 
at  an  outpost  in  Saudi  Arabia. 

Spartan    lines,  monster 


tires,  and  exposed  coil  springs 
give  a  Humvee  a  Rommel- 
esque  look  that  draws  an  in- 
stant crowd.  By  comparison, 
the  $45,000  Range  Rover,  a 
safari-cruiser  beloved  by  yup- 
pies, looks  like  a  wimpmobile. 

The  Humvee  has  four- 
wheel  drive,  independent  sus- 
pension, disk  brakes,  and  a 
three-speed  automatic  trans- 
mission. Power  comes  from  a 
6.2-liter  General  Motors  diesel 
V-8  that  cranks  out  150  hp 
and  250  ft.-lb.  of  torque — 
enough  to  earn  the  Humvee 
its  mountain-goat  reputation. 
On  the  road,  the  vehicle  ac- 
celerates majestically, 
going  from  zero  to  50 
mph  in  20  seconds  (it's 
best  to  keep  the  gas  ped- 
al mashed  to  the  floor). 
The  ride  is  harsh:  Every 
bounce  comes  through 
the  seats  and  vibrates 
up  your  spine,  but 
you're  generally  having 
too  much  fun  to  care. 
The  interior  features 
lots  of  gauges,  plastic 
knobs  reminiscent  of  a 
'48  Plymouth,  and  an  in- 
your-face  heating  sys- 
tem that  could  double  as 
a  mobile  hair  dryer. 
BRISK  ride.  The  Hum- 
vee's  wide  turning  radi- 
us and  limited  rear  vi- 
sion make  it  a  handful  in 
traffic.  But  when  you 
own  a  Humvee  you  can 
park  anywhere,  especially 
when  you  order  the  optional 
roof-mounted  .50  caliber  ma- 
chine gun  or  TOW  missile 
launcher — perfect  for  a  brisk 
ride  through  the  South  Bronx. 

The  roughly  $30,000  Hum- 
vee isn't  for  sale — yet.  But 
am  General  has  agreed  to  part 
with  just  one,  for  muscle-hulk 
Arnold  Schwarzenegger.  "We 
made  an  exception  for  Arnie," 
confesses  a  company  official. 
"But  he  only  wants  to  drive 
his  to  Spago."      Lee  Walczak 
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What's  In 


CUSTOM  BOOTS 
TO  TAME 
ANY  TRAIL 


If  you're  like  many  urban 
executives,  cabin-feverish 
as  winter  breaks,  you'll 
head  for  the  great  outdoors 
this  spring.  And  that  calls  for 
good  hiking  boots,  the  best  of 
which  cost  upward  of  $200. 
But  for  as  little  as  $100  more, 
you  can  climb  all  over  Mother 
Earth  in  handcrafted,  custom- 
made  boots. 

The  bespoke  boot  market 
obviously  works  for  the  folks 
who  can't  find  an  off-the-shelf 
fit.  But  for  the  majority  of 
hard-core  hikers,  the  appeal  is 
just  to  have  the  best  footwear 
money  can  buy.  "I  think  peo- 
ple simply  recognize  the  value 
of  a  well-made,  handmade 
boot,"  says  Randal  Merrell,  a 
20-year  "master  bootmaker." 
"My  boots  put  in  a  lot  more 
miles  and  a  lot  more  years 
than  the  standard  boot." 


HANDMADE  BOOTS  RANGE  IN  PRICE  FROM  OVER  $200  TO  ALMOST  $SOO 


Although  the  masters  of 
the  trade  cut,  stitch,  and  slave 
for  hours  to  achieve  a  perfect 
fit,  your  role  is  painless.  You 
send  a  deposit  and  measure- 
ments— length,  width,  arch — 
and  they  send  you  boots. 
Cowhide  is  the  standard  mate- 
rial, but  if  you're  into  fancy 
footwear — and  willing  to  ante 
up  around  $600 — you  can  get 
boots  made  from  shark,  ele- 
phant, or  water-buffalo  skin. 


The  only  shopping  you'll 
need  to  do  is  for  a  bootmaker. 
Considering  that  only  a  hand- 
ful are  in  business,  that 
shouldn't  be  too  hard.  Peter 
Limmer  &  Sons  (603  356-5378) 
in  Intervale,  N.  H.,  has  been 
making  custom  boots  for 
three  generations.  At  about 
$260  a  pair,  they  don't  cost 
much  more  than  a  good  off- 
the-rack  hiking  boot,  partly 
because  the  uppers  are  fac- 


tory-manufactured. And  Lii 
mer  offers  only  one  design. 

John  Calden  in  Estes  Par 
Colo.  (303  586-5398),  builds  r 
clodhoppers  completely  fro 
scratch.  At  $475  a  pair,  \ 
labor  doesn't  come  cheap,  b 
judging  from  a  15-month-loi 
waiting  list,  the  price  isi 
hurting  business  much. 
'FIT-KIT.'  If  you're  anywhe 
near  Vernal,  Utah,  go  s 
Randal  Merrell,  one  of  t 
few  bootmakers  who  doesi 
work  on  a  mail-order  bas 
Yeah,  it's  a  hassle.  But  evi 
at  $450  a  pair,  Merrell  sa) 
"I  have  more  boots  to  bui 
than  I  can  handle." 

Merrell  also  teaches  bo< 
making — and  evidently  does 
well:  One  of  his  former  si 
dents.  Peter  Morin  (303  61 
2806),  sees  clients  at  his  Ev< 
green  (Colo.)  shop  from  plac 
as  diverse  as  Alaska,  Calift 
nia,  and  Georgia.  If  you're  n 
up  for  the  trek,  he'll  send  o 
a  "fit-kit"  with  directior 
tape  measure,  and  hide  sai 
pies.  For  those  worn  wea 
by  years  of  shoe-fitting  gri< 
have  no  fear,  says  Morin. 
will  not  turn  a  pair  of  fe 
away."  Julie  Finger 


Sitting  on  a  pile  of  cash, 
waiting  for  Mideast 
smoke  to  clear  and  markets  to 
get  their  bearings?  If  so,  you 
might  consider  parking  some 
of  it  in  Mexican  pesos. 

Sound  crazy?  It  sure  does 
to  people  who  got  burned  nine 
years  ago,  when  Mexican 
President  Jose  Lopez  Portillo 
"pesoized"  dollar  accounts  in 
the  country.  Back  then,  many 
American  retirees  living  in 
Mexico  and  earning  terrific  in- 
terest woke  up  to  learn  that 
their  dollars  had  been  convert- 
ed to  pesos,  and  worse,  that 
they'd  been  ripped  off  on  the 
exchange  rate.  Now,  precisely 
because  of  fears  that  history 
could  repeat  itself,  Mexico  has 
to  pay  out  top  interest  rates  to 
attract  capital. 

slow  slide.  Mexican  broker- 
ages are  offering  a  whole 
menu  of  peso-denominated 
money-market  funds  paying 
more  than  20%  a  year.  The 
government  has  programmed 
the  peso  to  slide  only  5% 
against  the  dollar  this  year. 


Smart  Money 

SOUTH  OF  THE  BORDER, 
RATES  HAVE  HEADED  NORTH 


That  means  you  should  get  a 
dollar  yield  in  the  high  teens. 

Probursa,  with  a  New  York 
branch  (212  949-8855),  offers 
the  Progresa  fund,  paying 
22%,  and  Produce,  a  less  liquid 
fund  yielding  1.5  points  more. 


Mexican  brokerages 
offer  peso  funds  that 
pay  20%  and  up 


Accounts  start  at  $25,000. 
Operadora  de  Bolsa  (212  986- 
5551)  markets  similar  funds, 
with  a  minimum  deposit  of  40 
million  pesos,  or  $13,500.  Each 
fund  pays  about  22%. 
To  open  an  account,  you 


must  show  proof  of  citizenship 
and  fill  out  a  contract.  The 
firm  takes  your  money, 
changes  it  to  pesos,  and  wires 
it  to  Mexico.  The  paperwork 
takes  a  couple  of  days.  You 
can  usually  cash  out  on  24 
hours  notice.  If  the  brokerage 
takes  a  dive,  the  Mexican  gov- 
ernment guarantees  your  prin- 
cipal. Mexico  doesn't  tax  the 
earnings,  but  they  must,  of 
course,  be  reported  on  your 
Form  1040. 

honor  bright.  Keeping  Mexi- 
can rates  up  are  the  fears  that 
the  economy  will  stumble  and 
that  Carlos  Salinas  de  Gor- 
tari's  government  will  have  to 
devalue  the  peso  more  than 
planned.  A  crash  in  the  oil 
market  could  also  sink  confi- 
dence in  Mexico. 


But  the  government  hash 
broken  any  money  promises  i 
years.  Foreign  reserves  ar 
high,  buffering  the  peso.  Th 
budget  is  nearly  balanced,  an 
Mexico  has  a  multibillion-do 
lar  contingency  fund  for  an  o 
crash.  Most  important,  th 
fate  of  Salinas'  economic  pre 
gram  hinges  on  investor  conf 
dence.  Things  would  have  t 
get  pretty  ugly  before  they  le 
the  the  peso  weaken  drastica 
ly."We  consider  the  peso-d< 
valuation  risk  negligible  a 
least  through  July,"  befor 
mid-summer  elections,  say 
Peter  Albano,  a  Mexico-watcl 
er  at  Salomon  Brothers  i 
New  York. 

If  you're  still  nervous,  Mex 
co  City's  Zenit  brokerage  (01) 
525-540-5091)  is  now  offering 
dollar-hedged  funds.  Zeni 
buys  options  on  the  dollar  i: 
order  to  protect  the  fund 
against  a  bigger-than-antic: 
pated  peso  decline,  taking  j 
fee  in  the  process.  The  fund 
are  currently  yielding  abou 
17%.  Steve  Bake 
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The  IBM  AS/400 

is  designed  and  built 

to  meet  the  most 
important  standard  for 
quality  there  is.¥)urs. 


When  we  first  set  out  to  build  the  IBM  AS/400* 
nputer  system,  Congress  had  not  yet  established  the 
lcolm  Baldrige  National  Quality  Award. 

Yet  our  goals  for  the  AS/400,  and  our  feelings  about 
ality,  turned  out  to  be  in  solid  accord  with  one  of  the 
Idrige  Awards  guiding  principles:  that  quality  is  defined 
t  by  the  people  who  make  a  product,  but  by 
:  people  who  use  it. 

From  the  very  start,  we've  included 
itomers  in  the  AS/400  s  design  process, 
ndreds  of  people  from  companies  of 
;ry  size  and  type  have  told  us  what 
y  want,  and  don't  want,  in  a  com- 
ter  system. 

But  more  important,  we've 


learned  as  much  about  their  business  needs  as  we  have 
about  their  computer  needs.  As  a  result,  the  AS/400  is 
renowned  as  a  system  that  works  your  way  instead  of  you 
having  to  work  its  way.  Which  is  one  reason  our  level  of 
customer  satisfaction  is  virtually  100%. 

Needless  to  say,  we're  thrilled  that  IBM,  Rochester, 
Minnesota,  which  designs,  builds  and 
supports  the  AS/400,  has  won  the  1990 
Malcolm  Baldnge     Baldrige  Award.  We  congratulate  all  the 
1    .        i         IBM  people  involved,  but  we  also  congrat- 
■LNdLKJIldl       ulate  our  customers.  Without  their  help. 
V^USllty  we  couldn't  have  done  it. 

Award  T°  learn  more  about  the   — .  — ~ 


1990 
Winner. 


AS/400  and  the  IBM  quality  =  =  =—= 
story,  call  us  at  1-800-365-4  IBM.  =====  ~  ~ 


©  1991  IBM  Corporation  IBM  and  AS/400  are  registered  trademarks  of  International  Bus  r 


Machines  Corporation 


ersonal  Business 


Travel 


LOSE  YOUR 
JET  LAG  IN  A 
DELUXE  GYM 

When  on  business 
abroad,  escaping  to 
the  gym  can  be  a 
welcome  respite  from  a  hectic- 
schedule.  But  the  fitness  cen- 
ters in  major  foreign  hotels 
offer  far  more  than  a  stan- 
dard workout.  On  top  of  ma- 
chines galore,  they  boast  such 
unusual  touches  as  a  pool 
with  an  underwater  sound 
system  and  an  indoor  palm 
oasis  to  adjourn  to  post-exer- 
cise. While  the  centers  are  of- 
ten free  to  hotel  guests,  ac- 
cess isn't  cheap:  Room  rates 
start  in  the  low  $100s  but  can 
top  $400  a  night. 

Jet  lag  is  usually  a  good 
excuse  for  avoiding  the  health 
club.  Not  so  at  the  Hotel  Ritz 
on  Paris'  Right  Bank,  home  of 
the  Ozotherm.  Known  as  the 
"jet-lag  machine"  for  its  revi- 
talizing effect,  this  cylindrical 
contraption  encapsulates  the 
entire  body  except  for  the 
head.  You  are  first  sprayed 
with  steam,  then  pure  oxy- 
gen. Next  come  oils  of  lemon, 
lavender,  and  eucalyptus.  Fi- 
nally, there's  a  hot,  then  cold, 
shower.  A  20-minute  session 
is  $59.50. 

water  music.  The  Ritz's  club 
includes  a  pool,  a  squash 
court  (they'll  videotape  your 
game  if  you  like),  exercise 
machines,  saunas,  whirlpools, 
and  steam  baths.  It  also  of- 
fers water  beds  to  snooze  on 
and  classical  music  piped  un- 
derwater in  the  pool.  It's  free 
for  guests,  but  outsiders  pay 
$109  a  day. 

Near  the  popular  jogging 
paths  of  the  Pare  Monceau  is 
the  Hotel  Royal  Monceau's 
health  club.  Built  around  a 
circular  garden,  it's  airier 
than  the  Ritz's  subterranean 
club,  and  the  ambience  is  less 
formal.  But  the  facilities,  for 
guests  only,  aren't  as  well 
maintained  or  extensive. 

In  London's  exclusive  Hy- 
att Carlton  Tower,  a  short 
walk  from  Harrods,  guests 


■  Unwinding  with  a 
swim  at  the  Grand 
Hotel  Esplanade  in 
Berlin.  Aerobics 
classes  enjoy 
wraparound  views 
at  tondon's  Hyatt 
Carlton  Tower 
in  Knightsbridge 


have  a  superb  view  from  the 
luxurious  Peak  Health  Club's 
huge  windows.  Although  it 
doesn't  have  a  pool,  it  fea- 
tures aerobics  classes,  saunas 
with  TVs,  and  a  fully  equipped 
gym.  For  a  healthy  snack, 
there's  the  Club  Room. 

Champneys,  in  Le  Meridien 
London  near  Piccadilly  Circus, 


Worth  Noting 

■  peter'S  plates.  On  loan 
from  Leningrad  for  the  first 
time,  500  pieces  of  Russian 
Imperial  porcelain  go  on  dis- 
play Mar.  15  for  six  weeks  in 
Manhattan.  The  exhibit,  at  A 
La  Vieille  Russie  gallery  (781 


has  a  pool,  squash  courts,  ex- 
ercise machines,  a  whirlpool, 
steam  baths,  and  six-foot-deep 
"plunge  pools" — cold-water 
tubs  meant  for  an  invigorat- 
ing, pore-closing  dip  after 
you've  sweated  it  out  in  the 
sauna. 

For  racquet  buffs  in  Diis- 
seldorf,  the  Lindner  Hotel 


Fifth  Ave.),  includes  table  set- 
tings from  Peter  the  Great's 
palaces  and  yachts. 
■  arm  twist.  Think  your  ad- 
justable-rate mortgage  isn't 
adjusted  properly?  For  $35, 
Wasatch  Document  Systems 
(800  453-7900)  audits  it  and 
sends  comparison  printouts  to 
review  with  your  lender.  Or, 


Rheinstern  is  loc: 
next  door  to  a  sj 
center    that  has 
squash   courts  and 
tennis  courts.  The 
sage-minded  will  like 
private  fitness  clul 
the  Arabella  Grand 
tel  in  Frankfurt.  It 
fers  a  menu  of  mas 
techniques   15  houi 
day.  In  Berlin,  at 
Grand  Hotel  Espla 
you  can  relax  in  a 
oasis  after  a  swim, 
tree  trunks  are  real, 
the  leaves  are  fake. 
A  rarity.  When  y< 
n  Rome  and  plan  t 
is  the  Romans  do, 
)robably  won't  be 
gym.  But  one  hotel 
has  a  good  fitness  c( 
is  the  Cavalieri  Hi 
ocated  on  the  M 
Mario  overlooking 
Rome.  It  offers  two 
tennis  courts  an( 
Olympic-size  pool, 
the  best  gym  is  the 
pendent  Roman  S{ 
Center.     Its  sqi 
courts,  exercise 
chines,  whirlpools, 
weights  make  it  on 
the  largest  and 
equipped  gyms  in  I 
A  day  pass  costs  a 
$23;  call  in  advance. 

If  business  sends 
to  Tokyo,  work  oi 
front  of  a  stunning 
floor  view  at  the  I 
Century  Hyatt  in 
juku;  hotel  guests 
$11.  And  in  Seoul, 
Hyatt  Regency  ol 
the  best  facilities.  It  alsc 
squash  courts — rare  in  K 
The  hotel,  a  15-minute 
from  downtown,  also  d 
visitors  with  nearby  jog 
courses  around  Nar 
mountain.  But,  the  mar 
ment  cautions,  you'll  be 
ging  in  smog. 

Sit  zanne  Woolley,  bui 


$80  gets  software  to  let 
check  the  ARM  on  a  pen 
computer. 

■  FLYING    FISH.  Chefs 

serve  freshly  made  sushi 
10-person  counter  in  the 
class  section  of  Japan 
Lines  747s  between  Was 
ton  and  Tokyo.  Thrice-w< 
nonstop  flights  begin  Mai 
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Managing  money 
is  easier  if  you  only 
have  one  account 
to  look  after. 


Introducing  the  1st  Nationwide 
Bank  Money  Manager  Account. 

It's  the  one  account  that  combines 
high,  money  market  yields  with  the 
convenience  of  unlimited  check- 
writing.  You  also  get  full  ATM 
access,  overdraft  protection  and 
automatic  transfers  at  no  extra  cost. 

And  the  Money  Manager  Account 
makes  it  very  easy  to  access  money 
market  rates  -  so  all  your  money  can 
work  harder. 


You  get  it  all  in  just  one  easily 
managed  account,  with  one  simple 
monthly  statement. 

The  Money  Manager  Account. 
Call  us  today  to  find  out  how  it  can 
work  for  you. 


CALL  1-800-THE-BANK 


'ST  NATIONWIDE 

BANK  A  FEDERAL  SAVINGS  BANK 


A  Wholly  Owned  Subsidiary  of  Ford  Motor  ( 


I  First  Nationwide  Financial  Corporation 


Member  FDI 
136A- 


IN  THE 

DEVELOPING 

WORLD 

WATER  IS  A 


DIRTY  WORD 
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A  future  for  every  child.  1-800-252- KIDS 
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Graham  Hawkes  opens  the  last  front let 


Innovative  and  reliable  Parker  motion- 
control  technology  helped  man  reach 
the  moon.  It  was  also  at  work  when 
Graham  Hawkes  successfully  dove 
3.000  feet  -  man's  deepest  solo  ocean 
dive  -  into  the  last  frontier:  the  sea. 

Pioneering  the  technology  to 
harvest  the  wealth  of  the  sea.  Hawkes 
and  his  learn  from  Deep  Ocean 
Engineering  have  created  Deep  Flight 
-  an  innovative  exploration  vehicle 
for  the  sea.  Deep  Flight  adapts 
modern  aerospace  technology  that 


allows  submersible  vehicles  to  soar 
under  water  much  as  aircraft  soar  into 
the  skv. 

Haw  kes  and  his  company  speedy 
Parker's  highly  reliable  v  alv  es,  seals, 
connectors,  and  hoses  for  their  unique 
submersibles,  which  propel 
themselves  to  depths  as  great  as  seven 
miles  down  into  the  water.  Parker  was 
Hawkes'  logical  choice  because  the 
company's  motion-control  expertise 
spans  aerospace,  marine,  industrial, 
and  automotive  technologies. 


Parker  has  also  achieved  trusted 
partnership-supplier  relationships 
w  ith  other  high-technology  companies 
-  both  large  and  small  -  around  the 
world.  These  partnerships  have  helped 
make  Parker  a  $2.45  billion-per-year 
leader  in  the  motion-control  industry. 

For  Parker's  fiscal  1990  annual 
report,  write:  Parker  Hannifin 
Coiporation.  Dept.  BW-12.  17325 
Euclid  Avenue,  Cleveland,  Ohio 
441  12-1290.  For  product  information, 
customers  may  call  1 -X00-C-PARKER. 


A  partnership  in  vital  technologies 
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THE  U.S.  CAN'T  AFFORD  TO 
LOSE  LAPTOP  KNOWHOW 


With  each  decade,  another  huge  chunk  of  the  U.  S. 
electronics  industry  passes  to  Japan.  In  the  1990s, 
the  fastest-growing  segment  of  the  computer 
business,  laptop  computers,  could  slip  away  (page  118). 
Chances  are  slim  that  the  trend  can  be  reversed,  but  there 
are  steps  that  can  be  taken  now  to  ensure  that  the  U.  S. 
doesn't  get  knocked  out  of  the  arena  altogether. 

The  history  of  the  flat-panel  display,  the  most  important 
component  in  laptops,  is  worth  pondering.  The  most  common 
type,  the  liquid-crystal  display  (LCD),  was  born  in  U.  S.  re- 
search labs,  and  small  IL.S.  companies  are  still  the  research 
leaders.  But  Japan's  electronics  giants  are  the  only  compa- 
nies that  have  plowed  money — major  players  have  budgeted 
more  than  $200  million  per  year — into  building  the  large- 
format  LCDs  used  in  computers.  Japan's  Sharp  and  Toshiba, 
with  strengths  in  consumer  electronics  that  U.  S.  companies 
no  longer  possess,  can  spread  the  investment  in  flat  panels 
over  televisions  and  bigger  computers,  both  of  which  will 
use  such  displays  in  the  1990s.  They  can  also  draw  on  their 
expertise  in  semiconductor  fabrication,  which  resembles  the 
process  of  making  LCD  screens. 

Even  in  the  absence  of  U.  S.  competition,  the  Japanese 
electronics  giants  appear  to  be  offering  flat-panel  displays  in 
the  U.  S.  at  prices  that  can't  be  refused — just  as  they  did  for 
color  TVs.  A  preliminary  Commerce  Dept.  finding  that  the 
Japanese  have  been  dumping  such  displays  in  the  U.  S. 
ought  to  give  a  welcome  psychological  boost  to  America's 
beleaguered  LCD  makers.  But  even  the  threat  of  penalties 
isn't  likely  to  slow  Japan  down. 

It  is  vital  that  the  design  and  assembly  of  laptops  doesn't 
go  the  way  of  the  LCD  and  the  memory  chip.  U.  S.  laptop 
makers  must  retain  some  manufacturing  knowhow.  They 
already  depend  on  Japanese  rivals  for  memory  chips  and 
other  key  parts,  as  well  as  displays.  Computer  makers  may 
be  tempted  to  simply  purchase  whole  systems  overseas, 
which  would  have  devastating  effects  on  related  industries 
that  share  the  so-called  food  chain  of  electronics  technology. 
The  U.  S.  now  has  a  rich  stock  of  high-tech  businesses  that 
are  world  leaders  in  everything  from  designing  custom  inte- 
grated circuits  to  writing  software.  If  building  laptops  ceas- 
es in  the  U.  S.,  this  fragile  infrastructure  that  includes  pro- 
duction-related software — the  key  to  competitive  electronics 
in  the  21st  century — will  quickly  wither  away. 


PULL  DOWN  THE  PINUPS, 
RAZE  THE  GLASS  CEILING 

Hpn|he  problem  of  sexual  harassment  in  the  workplace  is 
gaining  new  attention.  Thanks  to  some  recent  court 
HI  rulings,  companies  that  have  previously  winked  at  in- 
timidation as  the  normal  behavior  of  "boys"  at  play  are 
finding  that  they  can  no  longer  do  so.  And  companies  that 


already  had  policies  barring  harassment  are  stepping 
efforts  to  educate  workers  on  proper  etiquette  between  i 
sexes.  They're  rewriting  the  rules  so  that  employees  ca 
misunderstand  then?.  They're  posting  warnings  in  work 
eas  and  pulling  down  pinup  calendars  and  girlie  posters. 

In  one  recent  ruling,  the  U.  S.  Court  of  Appeals  for  1 
9th  Circuit  found  that  whether  office  conduct  is  sexug 
offensive  must  be  judged  not  by  applying  the  traditio 
"reasonable  man  rule"  but  by  the  standards  of  a  reasona 
woman.  At  the  same  time,  surging  ranks  of  female  man; 
ers  are  changing  norms — and  their  complaints  and  lawsv. 
are  forcing  companies  to  respond  accordingly.  Now,  C 
gress  is  about  to  step  in.  It  is  considering  civil  rights  b 
that  would  give  employees  charging  sexual  harassment  i 
right  to  jury  trials  and  punitive  damages. 

Ridding  the  workplace  of  sexual  harassment  is  certain! 
necessary  step  in  attaining  equality  between  the  sexes.  A 
managers  must  redouble  their  efforts  to  attain  this  g( 
However,  companies  can't  focus  entirely  on  the  harassmi 
issue.  Sexual  bullying  works  to  diminish  women's  role 
corporations.  It  is  just  one  of  many  ways  women  are  h 
back  from  job  advancement.  Corporations  must  work 
solve  this  problem,  too. 


STAND  FIRM  ON  GATT— 
AND  BRING  ON  THE  TRADI 

On  Feb.  21.  just  when  the  news  from  the  gulf  was 
its  most  absorbing,  the  Europeans  made  a  cone 
sion  that  with  luck  could  help  ensure  that  inter 
tional  trade,  the  most  dynamic  element  in  the  world  eco 
my,  will  continue  to  grow  fast  in  the  coining  deca 
Fighting  among  themselves  over  the  skyrocketing  costs 
agricultural  supports,  the  Europeans  for  the  first  ti 
opened  the  door  a  tiny  crack  toward  negotiating  on  th 
fortress-like  agricultural  system. 

The  EC  offered  to  bargain  in  three  key  areas:  domes 
farm-price  supports,  export  subsidies,  and  import  curbs.  T. 
Administration  must  stick  to  its  demand  for  relaxation 
each  of  these  EC  restraints — on  the  sound  principle  that 
GATT  agreement  is  better  than  a  bad  one.  But  if  the  EC  n 
bargains  seriously,  it  will  lower  barriers  to  U.  S.  farm  pr 
ucts.  U.  S.  industry  will  benefit,  too,  because  countries  si 
as  Brazil  and  Argentina  are  demanding  freer  agricultu 
trade  as  a  quid  pro  quo  for  their  agreement  to  liberal 
trade  in  services  and  safeguard  intellectual  propel 
rights — two  key  areas  for  U.  S.  exporters  and  investors. 

There  is  no  way  to  be  sure  meaningful  progress  can 
made,  but  it  is  heartening  that  the  EC  has  agreed  to  barga 
Lobbyists  for  sheltered  U.  S.  industries,  from  textiles 
steel,  sighed  with  relief  when  the  97-nation  talks  to  liberal 
global  trade  collapsed  in  Brussels  on  Dec.  8.  But  the  U. 
must  be  for  fair  competition.  Washington  should  keep  pu 
ing  for  cutbacks  in  trade  barriers  under  the  General  Agr 
ment  on  Tariffs  &  Trade.  Congress,  for  its  part,  shoi 
grant  the  Administration's  request  for  extension  of  its  nej 
dating  authority  under  a  "fast  track"  procedure  assuri 
quick  action  by  lawmakers  on  a  new  gatt  agreement. 


140  BUSINESS  WEEK/MARCH  18,  1991 


5» 


.J  THE  OFFICE  ►  STEALTH  1 


8URUN&AME  PUBLIC  LIBRARY 


A 


A 


BusinessW 


MARCH  25,  1991 


A  McGRAW-HILL  PUBLICATION 


MICKEY 
SCHULHOF 

AS  THE  AMERICAN 
WHO  BUILDS  AN 
ENTERTAINMENT 
EMPIRE  FOR  HIS 

JAPANESE  BOSSES 


PAGE  64 


till 


BURLING/}  M£ 
MAR  1991 
LIBRARY  J 


IMBER  3205 


BusinessWeek 


MARCH  25,1991 


MB 


S  SHOWTIME:  OHGA  AND  SCHULHOF  ARE  SPENDING  BILLIONS  TO  PURSUE  SYNERGIES  AMONG  SONY'S  HARDWARE  AND  SOFTWARE  UNITS 


Cover  Story 

64  MEDIA  COLOSSUS 

If  Sony  has  its  way,  you  and 
everyone  you  know  will  soon  be 
playing  Sony  videos,  CDs,  laser  disks, 
and  8mm  cassettes  of  Sony  movies, 
music,  TV  shows,  and  games  on  Sony 
TVs,  VCRs,  CD  players,  laser-disk 
players,  and  8mm  players.  Sony 
Software  President  Schulhof  s 
mandate:  To  help  create  the  world's 
one-stop  shop  for  entertainment 
70  JACK -OF -ALL-MEDIA 

Sony  electronics  ace  Olaf  Olafsson 

74  COLUMBIA'S  BIG  SPENDERS 

Will  the  Guber-Peters  bet  pay  off? 


Top  of  the  News 


22  HOUSING  COMES  TO  LIFE 

Things  are  picking  up  even  in  some 
of  the  nation's  weakest  markets 

24  A  TALE  OF  TWO  SALES 

Lou  and  Fred  Converse  sell  their 
Brooklyn  co-op  and  buy  a  house 


25  COMMENTARY 

The  pay-as-you-go  budget:  Dead  at 
five  months? 

26  THE  GULF:  OIL 

For  now,  anyway,  the  Saudis  are 
bending  OPEC  to  their  will 

27  THE  GULF:  DIPLOMACY 

It's  a  good  thing  Jim  Baker's  trip 
was  just  exploratory 

28  DARWIN  IN  THE  SKY 

The  new  air  treaty  heats  up  the 
rivalry  between  the  U.  S.  and  Britain 

30  MICROSOFT:  MACRO  WOES? 

Legal  swipes  from  Apple  and  the  FTC 
30  CLEVER,  THOSE  CABLE  COMPANIES 

Dodging  the  FCC  on  basic  rates 
32  HARMONY  IN  SILICON  VALLEY 

Forty  companies  may  share  designs 
34  MAXWELL'S  BURDEN 

The  Daily  News  may  be  a  millstone 
for  the  deeply  indebted  publisher 

36  IN  BUSINESS  THIS  WEEK 

Goodyear,  McDonald's,  an  EEOC 
lawsuit,  the  Merc,  piggy-bank 
auction,  Prudential,  Exxon 


International 

46  TAIWAN 

Taipei  plans  to  rebuild  the  island  to 
bring  its  standard  of  living  out  of  the 
Third  World  into  the  First 

48  EUROPE 

The  EC  wants  to  cut  subsidies  to 
high-tech  companies — a  gutsy, 
perhaps  divisive,  move 

49  INTERNATIONAL  OUTLOOK 
Meet  the  Japan  that  can  say, 
'We're  sorry' 

Economic  Analysis 

14  ECONOMIC  VIEWPOINT 

Becker:  The  success  of  the  blitzkrieg 
in  the  gulf  should  squelch  talk  about 
resurrecting  the  draft 

18  ECONOMIC  TRENDS 

Living  patterns,  reining  in  medicare 
costs,  commodity  swings,  what's 
needed  for  a  recovery 

19  BUSINESS  OUTLOOK 
Downbeat  job  numbers  will  keep 
the  economy  playing  the  blues 


BUSINESS  WEEK/MARCH  25,  1991 


HOW  A  SMALL 
COLORADO  COMPANY 
BECAME  A  GLOBAL  PLAYER. 

Intellistor,  Inc.  is  a  small  high-tech  com- 
pany in  the  foothills  of  the  Colorado  Rock- 
ies. With  a  staff  of  some  130  engineering 
experts,  it  designs  and  develops  some  of 
the  world's  most  sophisticated  storage  sys- 
tems for  high  performance  computers. 

Its  products  are  sold  all  over  the  globe, 
and  this  is  a  source  of  great  pride  to  Intelli- 
stor. And  also  kind  of  a  surprise;  when  it  wa: 
founded  as  a  start-up  back  in  1983,  it  had 
no  idea  that  it  would  become  a  global  play- 
er. None  whatsoever.  Its  biggest  ambition 
had  been  to  carve  out  a  small  market  niche 
for  itself  in  America.  But  then  it  met  Fujitsu. 

GLOBAL  GIANT 

Fujitsu  is  a  global  computer  and  com- 
munications giant,  an  enormous  force  in 
the  worldwide  high-tech  revolution.  With 
115,000  employees  and  projects  completed 
in  more  than  100  countries,  it  is  working  to 
promote  local  economies  through  global 
distribution  of  products  and  services. 

Fujitsu  discovered  the  genius  of  Intelli- 
stor in  1985,  when  it  contracted  with  the 
company  to  develop  an  intelligent  storage 
system  for  some  of  its  computers.  Intellistor 
did  such  a  fast,  efficient  and  creative  job 
that  Fujitsu  came  back  for  more.  And  more. 
And  soon  a  very  special  relationship  devel- 
oped between  the  two  companies— a  rela- 
tionship that  resulted  in  marriage. 

BRILLIANT  BUT  STRUGGLING 

Like  many  high-tech  start-ups,  Intelli- 
stor was  brilliant  but  struggling,  starving  for 


FUJITSU 

The  global  computer     communications  company. 


capital.  For  its  part  Fujitsu  was  at  a  point 
where  it  needed  Intellistor;  it  could  use  the 
company's  freewheeling,  high-spirited  en- 
trepreneurial drive. 

In  1987  Fujitsu  acquired  Intellistor. 
And  since  then  Intellistor  has  doubled  its 
employment,  and  developed  a  whole  string 
of  remarkable  new  products— which  are 
finding  their  way  to  the  global  marketplace. 
And  this  is  only  the  beginning.  The  future 
is  bright  for  both  sides.  That's  what  you 
get  when  you  put  together  the  best  of  two 
different  worlds. 


Lew  Frauenfelder,  president  of  Intellistor.  Mr. 
Frauenfelder  founded  Intellistor  in  1983,  met  Fujitsu 
in  1985.  and  joined  forces  with  the  company  in  1987 
"Our  relationship  with  Fujitsu,"  he  says,  "has  brought 
only  good.  It  has  enabled  us  not  only  to  survive  but  to 
double  our  employment  and  concentrate  on  doing 
what  we  do  best:  develop  world-class  products." 
For  the  full  details  of  the  Fujitsu-lntellistor  story  call 
(303)  682-6539. 
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The  production  index  was  up  slightly  during  the  week  ended  Mar.  2.  On  a 
seasonally  od|usted  basis,  output  of  paper  board,  paper,  steel,  crude-oil  refining, 
coal,  lumber,  and  rail-freight  traffic  all  increased.  Auto  and  truck  production  was 
down,  ond  electric-power  output  was  unchanged  from  the  prior  week.  Before 
calculation  of  the  four-week  moving  average,  the  index  increased  to  174.3,  from 
173.9.  For  the  month  of  February,  the  index  fell  to  173.1,  from  173.7  in  January. 
BW  production  index  copyright  1991  by  McGraw-Hill  Inc. 


1990  1990  1990  1991 

The  leading  index  edged  up  during  the  week  ended  Mar.  2.  The  strongest 
positive  sign  for  the  economy  came  from  a  sharp  drop  in  business  failures,  along  with 
a  pickup  in  M2  growth  and  higher  stock  prices.  Bond  yield*  were  lower,  and  growth 
rates  for  material  prices  and  real  estate  loans  were  down.  Before  calculation  of  the 
four-week  moving  average,  the  index  rose  to  214.3,  from  214  in  the  previous  week. 
In  February,  the  index  fell  to  214.3,  from  215.2  in  January. 

Leading  index  copyright  1991  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 

■ 

LEADING  INDICATORS 

Latest 
week 

Week    %  Change 
ago     year  ago 

STEEL  (3/9)  thous.  of  net  tons 

1,670 

1,635=  -16.2 

AUTOS  (3/9)  units 

100,552 

105,770r=  -26.2 

TRUCKS  (3/9)  units 

67,424 

54,662r=  -22.2 

ELECTRIC  POWER  (3/9)  millions  of  kilowatt-hours 

53,183 

54,462=  0.1 

CRUDE-OIL  REFINING  (3/9)  thous.  of  bbl./day 

13,096 

13,193=  1.4 

COAL  (3/2)  thous.  of  net  tons 

20,508  = 

20,773  3.0 

PAPERB0ARD  (3/2)  thous  of  tons 

791.4  = 

759. 9r  4.7 

PAPER  (3/2)  thous.  of  tons 

787.0  = 

774.0r  0.1 

LUMBER  (3/2)  millions  of  ft. 

488.2  = 

482.9  -7.3 

RAIL  FREIGHT  (3/2)  billions  of  ton-miles 

19.6  = 

19.4  -1.0 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automot 
icon  Petroleum  Inst..  Energy  Dept  .  American  Paper 
American  Railroads. 

ve  Reports,  Edi 
Inst.,  WWPA1. 

on  Electric  Inst.,  Amer- 
SFPA?,  Association  of 

FOREIGN  EXCHANGE 

latest 
week 

Week  Year 
ago  ago 

JAPANESE  YEN  (3/13) 

136 

136  152 

GERMAN  MARK  (3/13) 

1.58 

1.55  1.70 

BRITISH  POUND  (3/13) 

1.86 

1.88  1.62 

FRENCH  FRANC  (3/13) 

5.37 

5.26  5.74 

CANADIAN  DOLLAR  (3/13) 

1  15 

1.16  1.18 

SWISS  FRANC  (3/13) 

1  37 

1.35  1.52 

MEXICAN  PESO  (3/1 3)3 

2,961 

2,959  2,759 

Sources:  Ma|or  New  York  banks.  Currencies  expressed  in  units  per  U.  S.  dollar,  except  for 
British  pound  expressed  in  dollars. 

PRICES 

latest 
week 

Week    %  Change 
ago     year  ago 

GOLD  (3/13)  $/troy  oz. 

366.000 

366.200  -8.2 

STEEL  SCRAP  (3/12)  =  1  heavy,  $/ton 

102.00 

102.00  1.5 

FOODSTUFFS  (3/1  Dmdex,  1967=  100 

21 1.4 

211.1  -3.3 

COPPER  (3/9)t./ib. 

1 16.3 

118.3  -7.6 

ALUMINUM  (3/9)  c /lb. 

70.5 

70.5  1.4 

WHEAT  (3/9)  =2  hard,  $/bu. 

2.94 

2.82  -26.7 

COTTON  (3/9)  strict  low  middling  1-1/16  in.,  c/lb. 

79.14 

80.49  15.9 

Sources:  London  Wed.  final  setting,  Chicago  mkt.. 
Week,  Kansas  City  mkt.,  Memphis  mkt. 

Commodity  Research  Bureau,  Metals 

Latest 

Week 

%  Chant 

week 

ago 

year  ag 

STOCK  PRICES  (3/8)  S&P  500 

:74  63 

367.07 

11. 

CORPORATE  BOND  YIELD,  Aoo  (3/8) 

8  93 

8  85 

-4. 

INDUSTRIAL  MATERIALS  PRICES  (3/8) 

95.5 

95.8 

-7. 

BUSINESS  FAILURES  (3/1) 

259 

494 

-1. 

REAL  ESTATE  LOANS  (2/27)  billions 

$400.7 

$401.1 

9. 

MONEY  SUPPLY,  M2  (2/25)  billions 

$3,372.5 

$3,364.0r 

3. 

INITIAL  CLAIMS,  UNEMPLOYMENT  (2/23)  thous. 

508 

488 

46. 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980  —  100),  Dun  i 
Bradstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasor 
ally  adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 

Month 

ago 

%  Chang 
year  ag 

BUSINESS  WEEK  PRODUCTION  INDEX  (Feb.) 

173  1 

173  7i 

-2. 

BUSINESS  WEEK  LEADING  INDEX  (Feb  ) 

314  3 

215.2r 

-0. 

EMPLOYMENT,  CIVILIAN,  MILLIONS,  (Feb.) 

116  9 

1  16.9 

-1. 

UNEMPLOYMENT  RATE,  CIVILIAN  (Feb  1 

6.5% 

6.2% 

22. 

Sources:  BW.  CIBCR,  BLS 


MONETARY  INDICATORS 


Latest 
week 

Week 
ago 

%  Chant 
year  eg 

MONEY  SUPPLY,  Ml  (2/25) 

$836.2 

S3  38  9r 

3. 

BANKS'  BUSINESS  LOANS  (2/27) 

321.1 

320.6 

-2. 

FREE  RESERVES  (3/6) 

476 

l,612r 

-29. 

N0NFINANCIAL  COMMERCIAL  PAPER  (2/27) 

143.3 

145.4 

5 

Sources:  Federal  Reserve  Board  {in  billions,  except  for 
a  two-week  period  in  millions). 

free  reserves 

which  ore  e> 

pressed  fc 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (3/12) 

6.03  % 

6  31 

8.27°/ 

PRIME  (3/13)  8 

.75-9.00  8 

.75-9.00 

10.00 

COMMERCIAL  PAPER  3-MONTH  (3/12) 

6.37 

6.65 

8.31 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/13) 

t  4.' 

6.66 

8.29 

EURODOLLAR  3-MONTH  (3/9) 

6.71 

6.79 

8.31 

Sources:  Federal  Reserve  Board,  First  Boston 


—  Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defence  equipmen 
1  r=  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value         NA  =  Not  ovailable         r  =  revised         NM  —  Not  meaningful 
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GERMANS  WILL  BUY  AMERICAN 
WHEN  AMERICAN'  MEANS  QUALITY 

For  a  long  time,  the  Americans  have 
seemed  to  he  more  interested  in  in- 
vestment banking,  stock  prices,  and 
buyouts  than  in  inventing,  improving, 
producing,  and  selling  good  products. 
Now,  the  recession  and  the  weak  dollar 
induce  Americans  to  look  abroad  and 
discover  the  Furopean  markets  again 
("Why  Europe  is  in  dollar  shock,"  Inter 
national  Business,  Mar.  1).  Bui  there, 
they  face  wary  customers  and  tough  Eu- 
ropean  competition. 

If  the  Americans  want  to  be  success- 
ful in  Germany,  they  have  to  follow  the 
path  of  the  Japanese  and  move  in  two 
steps.  The  first  is  a  low-price  strategy  to 
gel  an  "admission  ticket"  to  the  market. 
Supported  by  the  weak  dollar,  this 
should  be  easy.  The  second,  a  difficult 
hut  decisive  one,  is  to  generate  a  decent 
imago  that  American  products  are  of 
j^ood  quality.  The  mentality  of  the  Ger 
man  customers  is  in  some  way  a  little  bit 
old-fashioned.  They  feel  strong  relations 

to  their  quality  products  made  in  Germa- 
ny. A  good  image  is  therefore  often 
more  decisive  than  low  prices. 

Timo  Kentele 
Remscheid,  Germany 

LOOK  AT  THE  TRADE  DEFICIT 
WITH  JAPAN — IT'S  MELTING 

In  "Why  can't  U.S.  exports  boom  in 
.Japan,  too?"  (Editorials,  Mar.  1),  you 
claim  that  "Americans  have  not  been 
able  to  achieve  a  similar  turnaround  in 
their  trade  relations  with  Japan."  But 
since  1987,  when  the  U.S.  bilateral  defi- 
cit with  Japan  peaked,  at  $52  billion, 
American  exports  to  Japan  have  grown 
by  72.3%— from  billion  to  $48.6  bil- 

lion. In  1990,  U.S.  exports  to  Japan  in- 
creased by  9.2%;  imports  from  Japan  fell 
by  4.2'/'.  The  overall  trade  deficit  with 
Japan  fell  by  Ui.2'/,  continuing  the 
downward  trend  in  the  I'.  S. -Japan  trade 
imbalance.  In  fact,  the  U.  S.  deficit  with 
Japan,  which  amounted  to  $:iX  billion  in 
1990,  is  at  its  lowest  level  since  1984. 
This  favorable  trend  has  been  made  pos- 
sible not  only  by  the  yen's  appreciation 
but  by  a  series  of  conspicuous  efforts  on 
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Japan's  part  to  deregulate,  to  reform  the 
economic  structure,  and  to  change  the 
economy  from  an  export-pulling  one  to  a 
domestic  demand-pulling  one.  Moreover, 
substantial  import-promotion  measures, 
including  tax  incentives,  have  also  been 
introduced. 

You  also  say  that  "the  Japanese  are 
running  just  as  hard  to  ship  their  Made- 
in-Japan  goods  to  the  U.S."  But  U.S. 
exports  to  Japan  have  increased  12  times 
($2X.2  billion  to  $48.6  billion)  as  much  as 
Japan's  exports  to  the  U.S.  ($88  billion 
to  $S9.7  billion)  since  19S7.  In  1990,  U.S. 
exports  increased  by  $4.1  billion.  Japa- 
nese exports  to  the  U.  S.  fell  by  $.'3.9 
billion  in  1990,  the  first  time  they  have 
fallen  since  197o. 

Finally,  you  state  that  "so  far  prog- 
ress has  been  conspicuously  absent"  on 
the  Tokyo-Washington  Structural  Im- 
pediments Initiative.  Most  of  the  Sll 
agreements,  however,  are  in  the  process 
of  implementation,  at  least  on  the  Japa- 
nese side,  and  even  the  usually  frustrat- 
ed U.S.  officials  in  charge  acknowledge 
thai  progress  is  being  made  on  many 
rocommondat  ions. 

Hideaki  Ueda 
Public  Affairs  Minister 

Japanese  Embassy 
Washington 

BILL  FARLEY'S  LONG 

AND  TROUBLESOME  TRAIL 


The  article  "Bill  Farley  could  lose  his 
shirt— and  his  underwear"  (Finance, 
Mar.  II)  is  well-written  but  fails  to  dis- 
close Farley's  dismal  track  record  in  oth- 
er leveraged  buyouts. 

Certainly,  before  approving  any  debt 
restructuring  at  Farley,  debt -holders 
would  be  well-advised  to  consider  the 
events  i hat  occurred  at  Condec  subse- 
quent to  Farley's  1984  takeover.  Farley's 
January,  19s  1.  assessment  of  Condec 
and  its  prospects  were  1988  sales  of  $-140 
million  and  operating  income  of  $57.7 
million.  However,  in  the  first  three  years 
after  he  took  over  Condec,  the  company 
lost  $9:5.9  million.  Farley  subsequently 
defaulted  on  Condec  debl  and  suspended 
all  payments  on  preferred  stock. 

Other  Farley  deals  have  also  been  dis- 
appointments. 
Based  on  his  performance,  debt-hold- 
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Now  Available...  The  Complete  Conference  Proceedings 


The  Environment 


CORPORATE  STEWARDSHIP  &  BUSINESS  OPPORTUNITY 
IN  THE  DECADE  OF  GLOBAL  AWAKENING 

On  December  5-6,  BusinessWeek  challenged  a  unique  gathering  of 
over  200  business  and  government  leaders  to  chart  a  new  course 
for  industry.  The  consensus:  nothing  will  influence  profits  in  the  '90s 
more  than  the  environmental  dilemmas  ahead.  Now  you  can  learn  how 
top  policy  experts  say  these  critical  factors  will  affect  your  business: 

•  The  greening  of  the  corporation 

•  Legislative  policy  directions 

•  Pollution  taxes 

•  International  trade  implications 

•  Sustainable  growth:  theory  and  practice 

•  Environment-related  business  opportunities 

The  complete  Conference  transcript,  including  all  30  papers  and 
panel  discussions,  is  only  $65.00.  To  order  by  Visa,  Mastercard  or 
American  Express,  call  toll  free  (800)  777-6164,  or  send  a  check  to: 
Environment  Transcript,  267  Broadway,  New  York,  NY  10007. 

This  transcript  was  produced  by  Journal  Graphics,  Inc.,  your 
primary  source  for  television  news  and  public  affairs  research. 

Journal  Graphics  transcribes  daily  broadcasts  on  the  environment 
and  hundreds  of  other  topics.  Ask  for  a  free  index  of  more  than  300 
Journal  Graphics  transcripts,  videos  and  books  on  important  environ- 
mental issues. 

i 

Journal  Graphics 

Television  good  enough  to  read. 

Also  ask  about  Topic  Alert™  and  Satellite  Delivery™ 
personalized  subscription  services.  Call  (800)  777-6164. 


JUST  WHAT  THE  DOCTOR  ORDERED ... 


Improve  your  business's 
prognosis  and  plan  for  a 
full  recovery. 

Spot  symptoms  of  premium 
increases  like  unbundling 
and  code  creep. 

Keep  employee  relations 
healthy. 

Set  insurance  procurement 
parameters. 


Rx  Negotiate  successfully 
with  insurers. 

A  Bold,  New 
Prescription  for 
Containing  the 
Health  Care  Cost 
Squeeze  —  Today! 

At  Your  Local  Bookseller,  fViW 
Or  Call  Toil-Free  1-800-262-4729  jjj 


76  MIPS. 

$20K 


(No,it's  not  Sun) 


BUSINESS  WEEK/MARCH  25.  1991  7 


Conducting  Business 
Gloriouslv 


arnegie  Hall,  the  incomparable  per- 
forming arts  institution  which  has  long  been 
the  standard  for  such  institutions  around  the 
world,  is  1 00  this  year. 

By  special  arrangement  with  Carnegie  Hall 
there  will  be  just  one  authorized  centen- 
nial document  published  in  a 
business  magazine.  Carnegie 
has  awarded  this  honor  to 
Business  Week. 

Carnegie  Hall:  America  s 
Standard  for  Artistic  Excel- 
lence will  be  published  in  the 
Business  Week  1000  issue  on 
April  5th.  With  an  introduc- 
tion by  Isaac  Stern  and  illus- 
trations by  AJ  Hirschfeld. 
this  Special  Centennial 
Advertising  Section  will  her- 
ald the  past,  present  and 
future  of  Carnegie  Hail  as  it 
triumphantly  enters  its  second 
century. 

Business  Week  invites  you  to 
take  center  stage  in  this  stellar  event 
As  an  advertiser  you  will  benefit 
from  corporate  affiliation  with  a  great 
American  treasure  that  is.  very  simply,  the  be; 
in  the  world. 

And,  you  will  help  Carnegie  Hall  as  well. 
A  large  percentage  of  the  advertising  revenue 
will  be  awarded  directly  to  the  Hall  in  the 
name  of  all  participating  corporate  sponsors 
and  Business  Week.  The  entire  donation  will 
be  used  to  fund  Carnegie  Hall's  world-class 


n 

m 
m 


education  programs. 

Business  Week  is  offering  an  exceptional 
array  of  benefits  to  eligible  advertisers: 

A  signed,  numbered,  limited  edition  litho- 
graph celebrating  Carnegie  Hall's  100th. 

lly  created  by  Al  Hirschfeld,  will 
resented  to  the  first  50  compa- 
ss that  support  this  commemora- 
ive  endeavor. 

Your  Chief  Executive  Officer 
and  spouse,  or  guest,  will  be 
our  guests  at  Business  Week's 
gala,  black  tie  evening  on 
-April  29th  for  a  private  party 
at  the  Russian  Tea  Room  fol- 
lowed by  that  evening's  cen- 
tennial concert  in  Carnegie 
Hall. 

Your  company  will  receive 
500  copies  of  the  deluxe  reprint 
edition  of  this  document  that  will 
become  part  of  the  permanent  histo- 
of  Carnegie  Hall.  It  also  will  receive 
bonus  circulation  to  chief  executives  of  the 
Business  Week  1000,  officials  of  the  National 
Endowment  for  the  .Arts,  and  the  entire  audi- 
ence at  Carnegie  Hall  the  night  of  April  29th. 
<><><> 

Celebrate  Carnegie  Hall's  Centennial  with 
Business  Week  and  nearly  7  million*  North 
American  readers.  It's  a  glorious  way  to 
conduct  business. 


Carnegie  Hall 


America  s  Standard  for  Artistic  Excellence 

A  Special  Centennial  Advertising  Section 
The  Business  Week  1000,  April  5th,  1991  ❖  Closing  date:  March  18,  1991 
For  advertising  information,  please  contact: 
William  H.  DeGraiT,  Director,  Special  Projects  (212  )  512-6012 


*S.MRB  1990 


BusinessWeek 


What  are  we  going  to  do  with  your 
extra  robots,  Fenton? 


CALL  Ki-  IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

■SL  -  Will  take  your  donated  material  and  use  it  to  generate 
scholarships  for  needy,  deserving  students.  Donations  could  mean 
an  above  cost  tax  deduction  -  IRS  Reg. 170(e)(3).  Scholarships  are 
given  in  the  donating  corporation's  name. 


76  MIPS. 

World-class 

applications. 

$20K. 

(If  you're  thinking 
Sun^think  again) 
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ONE  OF  US:  RICHARD  NIXON  AND  THE  AMERICAN  DREAM 

By  Tom  Wicker 

Random  House  •  731pp  •  $24.95 


NIXON,  THE  FACE 

IN  AMERICA'S  MIRROR 


L 


The  prospect  of  a  leading  liberal  col- 
umnist— not  to  mention  one  who 
made  Richard  M.  Nixon's  enemies 
list — gushing  that  he  was  wrong  about 
Tricky  Dick  is  titillating  enough.  But 
there's  much  more  than  that  to  One  of 
Us,  Tom  Wicker's  effort  to  come  to 
terms  with  the  former  President.  As  a 
young  reporter  34  years  ago,  Wicker 
passed  Nixon  in  the  U.  S.  Capitol  late  at 
night.  He  became  haunted  by  the  ex- 
pression of  the  man  who  would  come  to 
define  three  decades  of  U.  S.  politics.  His 
guard  down,  Nixon  was  "too  self-ab- 
sorbed to  present  the  fa- 
cade with  which  most  of 
us  guard  the  truth  of  that 
inner  self  we  rarely  share 
with  anyone,"  Wicket- 
writes.  "What,  in  that 
dark  face,  had  I  seen?" 

In  this  book,  The  New 
York  Times  pundit  an- 
swers the  question  with- 
out even  interviewing  his 
subject.  He  concludes  that 
Nixon  was  a  far  better 
President  than  most  peo- 
ple give  him  credit  for, 
and  he's  right.  And  after 
you've  read  One  of  Us, 
you'll  see  a  lot  of  Nixon 
in  George  Bush.  To  hear 
that  said  of  a  privileged 
product  of  the  Ivy  League 
might  drive  Nixon  crazy.  But  in  the  way 
he  conducts  policy  and  in  the  style  of  his 
Presidency,  Bush  is  more  Nixon's  heir 
than  Ronald  Reagan's. 

Wicker  does  with  Nixon  what  Shake- 
speare did  with  the  hunchback  King 
Richard  III,  what  Orson  Welles  did  with 
William  Randolph  Hearst  in  Citizen 
Kane.  0.  K.,  so  the  guy  had  a  dark 
side — but  look  at  what  this  dark  side 
drove  him  to  achieve.  Wicker  virtually 
dismisses  Watergate.  Starting  with 
Abraham  Lincoln,  he  argues,  the  power 
of  the  President  expanded  so  much  that 
by  the  time  Nixon  reached  office,  "Wa- 
tergate or  something  equally  disreputa- 
ble was  a  disaster  waiting  to  happen." 

What  Wicker  sees  in  Nixon — and  what 
he  believes  the  American  public  saw — is 
"one  of  us."  Forget  that  John  F.  Kenne- 
dy beat  Nixon  in  I960.  For  Kennedy — 
the  handsome,  charming  millionaire's 
son — beating  Nixon  should  have  been 


easy.  Kennedy  was  the  nation's  "roman- 
tic dream  of  itself."  That  Nixon,  who 
represented  a  "harder  and  clearer  na- 
tional self-assessment,"  came  so  close  to 
winning  (and  in  fact  probably  did,  but 
for  some  vote-rigging  in  Chicago)  is  the 
real  story,  Wicker  suggests. 

In  Nixon,  the  middle-class  son  of  a 
saintly  mother  and  a  loud,  nasty,  Black 
Irish  father,  Americans  saw  "themselves 
as  they  knew  they  were  . . .  working  and 
scheming  without  let  to  achieve  [their] 
dreams,  soured  by  the  inequities  of  life." 
Asks  Wicker:  "Which  of  us  in  the  nation- 


iberal  pundit 
Wicker  now  calls 
Nixon  the  'most 
progressive'  of 
postwar  Presidents 


TOM  WICKER 


\  fr:  nr 


UNEUfUJ 
RICHARD  NIXON 


al  rush  to  get  ahead  has  never  cut  a 
corner  or  winked  at  the  law?" 

But  Wicker  doesn't  just  philosophize. 
Through  painstaking  research,  he  re- 
thinks Nixon.  In  part,  he  corrects  the 
record,  reexamining  every  turning  point 
in  Nixon's  life,  including  his  1950  Senate 
race  against  Helen  Gahagan  Douglas 
and  the  Alger  Hiss  episode.  In  part,  he 
offers  insight.  He  doesn't  deny  that  Nix- 
on was  in  many  ways  wicked,  but  he 
tempers  that  view  with  understanding. 
He  shows  us  how  Nixon  was  hurt  and 
made  paranoid  when  Dwight  D.  Eisen- 
hower twice  entertained  dumping  him  as 
a  running  mate.  He  depicts  the  hurdles 
this  grocer's  kid  cleared  to  become  Pres- 
ident. He  gives  us  an  ambiguous  but 
ultimately  sympathetic  Nixon,  who 
didn't  challenge  the  I960  election  results 
because  he  so  revered  the  Presidency, 
who  didn't  erase  the  damning  Watergate 
tapes  because  to  do  so  would  be  wrong. 


Wicker's  analysis  of  Nixon's  policies^ 
also  intriguing.  While  Nixon  still  toil 
his  contributions  to  foreign  policy,  Wil 
er  counts  only  the  opening  of  China! 
success.  Nixon's  attempt  to  get  out  I 
Vietnam  was  disastrous,  in  Wicke| 
view,  and  his  efforts  at  detente  with  te 
Soviet  Union  went  nowhere.  On  the  of 
er  hand,  Wicker  believes  Nixon's  domf 
tic  achievements  have  been  underrate 
From  great  strides  in  school  desegrel 
tion  to  creation  of  the  Environment 
Protection  Agency,  Nixon's  Presideni 
in  hindsight,  looks  like  the  "most  di- 
gressive" of  the  postwar  era.  Wriclf 
writes:  "His  most  fundamental  econorl 
choice  was  not  the  usual  Republic! 
preference  for  price  stability  and  'soul 
money'  but  an  effort  to  keep  ordinal 
Americans  at  work  and  on  the  payrol 
Wicker's  insights  into  Nixon's  politil 
battles  are  on  target,  but  his  insigfi 
into  his  personality  are  even  better.  I 
has  an  eye  for  the  telling  anecdote.  Br 
example,  he  descritf 
how  Nixon,  when  sat 
upon  during  a  visit  © 
Venezuela  as  Vice-Prci 
dent,  began  kicking  dl 
of  his  attackers.  Thai 
understandable,  WicWr 
allows.  But  Nixon  fit 
had  one  of  his  aides  hi 
the  man  down. 

Wicker  doesn't  fliih 
from  glimpses  of  Nixoi 
"black  id."  He  shows  1 
Nixon  during  the  Hfe 
probe,  screaming  ab« 
his  ruined  career.  I 
gives  us  Nixon  as  Pr* 
dent,  letting  henchml 
H.  R.  Haldeman  relegife 
Nixon's  faithful  sec* 
tary,  Rosemary  Woods,! 
a  basement  office.  But  some  of  NixoS 
volatility  was  put  on,  Wicker  writes.  Tl 
man  many  came  to  view  as  unbalanm 
boasted  that  he  encouraged  other  heafc 
of  state  to  see  him  as  a  "madman  up 
could  not  be  predicted." 

At  heart,  Nixon  was  a  "repressed 
tellectual  .  .  .  forcing  himself  into 
fancied  mold  of  a  typical  middle-el 
American,"  says  Wicker.  Of  course 
seemed  weird.  "Nixon  the  politician  v 
pretending  to  be  worse  than  he  was, 
better."  His  success  was  built  on  a  ' 
culated  presentation  of  a  public  perscjk 
that . . .  distorted  the  essential  Nixon. o 
Wicker  has  produced  a  provocatil 
beautifully     written  reassessmel 
Whether  you  despised  Nixon  or  feell 
got  lynched,  you  won't  think  about  !■ 
the  same  way  after  reading  One  of  M 
BY  DOUGLAS  HARBRECf 
Washington  Correspondent  Harbreeht  cw 
ers  the  White  House. 
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END  OF  LAISSEZ-FAIRE: 
riONAL  PURPOSE  AND  THE  GLOBAL 
>NOMY  AFTER  THE  COLD  WAR 

?obert  Kuttner 

ipf  •  304pp  •  $22.95 

JR  ALBATROSS 


rhe  Reagan  Administration's  infatu- 
ation with  laissez-faire  economics, 
contends  Robert  Kuttner,  acceler- 
d  the  decline  of  America's  global  eco- 
nic  power.  Virtually  alone  among  na- 
is,  he  writes,  the  U.  S.  clings  to  the 
al  of  a  self-regulating  market. 
)f  course,  the  country  violates  that 
al  by  resorting  to  monetary  ease,  as 
II  as  unemployment  insurance  and 
er  safety  nets,  to  counter  the  current 
ession.  Similarly,  the  BUSINESS  week 
umnist  notes,  huge  expenditures  on 
ense  research  and  development  con- 
lute  a  de  facto  industrial  policy.  And 
S.  trade  policy  is  marked  by  quotas 
!  preferential  rules,  often  the  result 
diverse  political  pressures. 
?he  problem  is,  the  U.  S.  still  views 
:h  actions  as  necessary  evils  rather 
,n  parts  of  a  coherent  strategy  to  se- 
■e  stability  and  growth.  And  that 
iizophrenic  attitude  has  become  a  li- 
lity  in  a  world  in  which  successful 
als  play  by  quite  different  rules. 
America's  push  for  free  trade  made 
ise  right  after  World  War  II,  when 
!  nation's  productive  advantage  was 
overwhelming,  says 
Kuttner.  Its  trading 
partners  never  fully 
went  along,  employ- 
ing subsidies  and 
planning  to  strength- 
en their  economies. 
But  the  U.  S.  was 
more  concerned  that 
they  accept  its  cold 
war  leadership  role, 
particularly  since  it 
assumed  that  its 
own  laissez-faire 
ials  assured  its  economic  supremacy, 
rhe  end  of  the  cold  war  helped  shatter 
it  illusion,  Kuttner  writes.  Europe  and 
pan  have  largely  caught  up  with  the 
S.  And  the  globalization  of  the  world 
)nomy  and  the  mobility  of  capital  and 
:hnology  have  eroded  America's  abili- 
to  manage  its  economy. 
Kuttner  says  the  U.  S.  should  temper 
5  goal  of  free  trade  and  work  instead 
build  a  pluralistic  trading  system  in 
lich  predatory  practices  are  banned 
d  similar  rules  govern  all.  At  home,  he 
vocates  an  industrial  policy  stressing 
ihnology  development,  infrastructure 
/estment,  and  job  training.  "The  hands 
at  repair  the  damage  of  recent  de- 
des,"  he  says,  "must  be  visible  ones." 
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IF  YOU'VE  BEEN 
LIVING  OUT  OF 
ONE  OF  THESE 
LATELY... 

WELCOME 
HOME. 


New  York  City, 
the  first  stop  on  your 
"5  cities  in  5  days"  business  trip; 
we  can  help  at  rates  that  start  at 
only  s75°°  per  night. 
Chatwal  Hotels  are  a  touch  of 
DCcs__home  in  a  tough  town, 
(^f^sj  There  aren't  any 
whirlpools.  VCR's. 
or  health  clubs,  bul 
'you'll  be  treated  like  royalty 
and  your  room  will  be  clean  and 
comfortable  —  one  of  the  great 
values  in  New  York 


There  are  six  Chatwal  Hotels 
in  Manhattan  and  one  at  JFK 
International  Airport.  So  .  .  . 
Welcome  Home. 


^  Chatwal  hotels  V 


A  Tliuch  of  Home  at  a  Comfortable  Price 


Daw  Inn        Besl  Western  The  Aberdeen       TheOualln  Inn  ChalHallnn  The  krnnrih  Inn       Chatwal  Inn 

0n48thStreel  Woodward  Hotel  :12nd  Siren  MldloHn  ^7lti  Sln-n      OnParHienue  Jf-'K  Inirrnalional      lln  4Slh  siren 

b'twnB'wa)  B'wayal  55th  Stmt  westofSlhAvenur  b'twn  Ave  of  Americas  tt'twn  29lh  &  3(Hb  St.'s       Mrpuri  b'lwnAve.of  Americi 

«8ih\miur      (212)247-2000  (212)7:161600        «7lh\\fnur  1212)532-4860  1718)2764)666        & 7th  Ui-nur 

(2121246-8800  1212)768-3700  1212)921-7600 


57  MIPS. 
Under  $12K 


(If  you  guess  Sun, 
you  guess  wrong) 
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Safety 
should  be  our 
first  priority 
The  auto  industry 
has  dragged  its  feet 
long  enough. 


We  aren't  crusaders.  We're  car  builders.  But 
we've  discovered  something  wonderful.  Drivers' 
air  bags  save  lives.  The  letters  we  get  from  people 
whose  lives  have  been  saved  by  a  Chrysler  air  bag 
are  enough  to  make  a  grown  man  cry. 

So  one  million  air  bags  later,  we  know  we're 
on  the  right  track. 

We  want  to  provide  a  level  of  safety  that  is  not 
always  available  today  in  the  average  car  and 
truck.  We  know  that  a  vehicle  engineered  for 
safety  will  add  value  the  customer  should  not  be 
asked  to  live  without. 

But  we  have  a  head  start. 

Chrysler  is  the  only  car  company  with  a  driver's 
side  air  bag  standard  on  every  car  we  build  in 
the  US*  Honda  says  they  will  have  them  in  all 
their  cars  in  1994.  Toyota  and  Nissan  say  1993. 
GM  announced  they  will  have  drivers'  air  bags 
in  all  their  cars  in  1995. 

Meanwhile,  everybody  puts  them  on  the 
most  expensive  cars.  But  not  the  lowest  priced. 


And  we  wonder  why.  There's  no  such  thing  as  a 
poor  man's  air  bag. 

Chrysler  has  more  models  of  cars  and  truck 
combined  with  standard  anti-lock  brakes  than 
Honda,  Toyota  and  Nissan  together.  The  anti- 
lock  brake  system  is  one  of  the  best  things  ever 
to  go  into  a  car. 

And  by  the  way,  Chrysler  offers  more  models 
with  4-wheel  drive  than  Honda,  Toyota  and 
Nissan  combined. 

Every  car  company  has  its  priorities.  None  is 
more  important  to  us  than  safety. 

How  about  an  air  bag 
for  a  minivan? 

For  1991  Dodge  Caravan  and  Plymouth  Voyager 
have  a  lower,  more  aero  front  end.  An  instrument 
panel  redesigned  for  easier  readability.  Rear 
shoulder  harnesses  for  passengers  in  the  out- 
board seats.  Available  all-wheel  drive  for  better 
traction  and  anti-lock  brakes  for  surer  stops. 
But  we  get  letters  asking,  "Where  is  our  air  bag?" 


'Excludes  vehicles  built  for  Chrysler  imports,  Laser.  Talon,  Premier,  Monaco.  Summit  tDepending  on  model  •"Protects  engine,  powertram  and  against  outer  body  rust-through  See  7/70  limited  warranty  and  it 
restrictions  at  dealers,  tt  J.D  Power  and  Associates,  1987-1990  Customer  Satisfaction  with  Product  Quality  and  Dealer  Service  sm  1986-1989  passenger  cars 


So  this  January  we  introduced  the  first  avail- 
ble  minivan  air  bag.  The  minivan  driver's  air  bag 
lust  be  used  with  the  seat  belt  to  be  fully 
ffective.  The  two  together  will  provide  the  level 
f  safety  were  talking  about. 

Is  any  safety  feature 
insignificant? 

Consider  the  safety  options  we  make  available!  A 
isor  phone  you  can  talk  into  without  taking  your 
ands  off  the  wheel.  A  remote  keyless  entry  sys- 
im  when  it's  dark  and  scary.  An  electrochromatic 
^ar-view  mirror  that  dims  automatically  to 
?duce  glare.  Speed-sensitive  locks  that  lock  them- 
dves.  Heated  outside  power  mirrors  to  get  rid  of 
"eezeover.  Wiper  air  foils  to  keep  your  windshield 
[ear,  even  in  a  downpour.  And  how  about  bumpers 
iat  exceed  government  regulations. 

We  want  you  to  know  how  important  our 
afety  features  are.  Before  you  have  to  use  them. 

Is  a  quality  car  a  safe  car? 

i  the  early  eighties,  the  American  car  industry 
lade  a  mockery  of  "made  in  America."  And  we 
aid  the  price.  A  big  price. 

But  this  is  1991.  And  120  billion  dollars  later, 
ur  industry  has  forged  the  biggest  turnaround  in 
le  history  of  industrial  America.  The  technology, 
le  factories,  the  cars  and  trucks,  the  training  have 
11  been  jump-started  practically  from  scratch. 

The  result:  one  American  brand  is  now  ahead 
f  Honda  in  the  same  survey  that  has  enthroned 
londa  quality.  The  rest  are  close  behind, 
'he  distance  we  have  traveled  is  impressive, 
'he  distance  we  have  to  go  is  miniscule.  And  we 
/ill  go  the  distance. 

But  is  a  quality  car  automatically  a  safe  car? 
Jot  unless  there  is  a  commitment  to  the 
ngineering  features  that  will  provide  the  level 


of  safety  all  carmakers  should  strive  to  achieve. 
We  believe  a  car  engineered  for  safety  is  a  car 
engineered  for  quality. 

And  for  the  ultimate  benefit  of  the  coasumer. 

Do  we  have  to  sacrifice 
customer  care? 

For  the  last  10  years,  Chrysler  has  provided  the 
customer  with  the  longest  powertrain  warranties 
in  the  business.**  We  still  do. 

For  the  last  four  years,  a  J.D.  Power  and 
Associates  survey  has  shown  Chrysler  attained 
the  highest  customer  satisfaction  ranking  of 
any  American  car  manufacturer!1"  based  on  the 
quality  of  our  products  as  well  as  the  quality  of 
our  dealer  service. 

We  will  not  sacrifice  our  products.  Our  dealers 
will  not  sacrifice  service.  We  can't  afford  to. 

Safety:  a  commitment  for 
the  90 's  and  beyond. 

Whether  stated  publicly  or  implied,  every  car 
company  has  made  a  commitment  to  quality.  Or 
satisfaction.  Or  both.  And  we're  all  doing  every- 
thing we  can  to  make  good  on  that  promise. 
If  we  didn't,  the  customer  would  put  us  out  of 
business  in  a  hurry. 

But  the  Chrysler  commitment  goes  beyond 
quality  or  service,  the  price  of  admission  to  the 
market.  It  goes  directly  to  a  growing  concern  in 
America:  safety  on  the  road. 

We  share  that  concern.  And  we  show  it.  In  the 
way  we  engineer  safety,  feature  after  feature,  into 
the  cars  and  trucks  we  build. 

It's  our  hope  that  the  rest  of  the  industry  will 
do  the  same.  And  do  it  soon. 


Advantage:  Chrysler.  ^ 

CHRYSLER  •  PLYMOUTH  •  DODGE  •  DODGE  TRUCKS  •  JEEP,-  EAGLE 


Economic  Viewpoint 


LEAVE  THE  DRAFT  WHERE  IT  BELOHGS: 
OH  HISTORY'S  JUHK  HEAP 


As  the  performance 
of  U.S.  troops  in  the 
gulf  war  shows,  an 
educated,  highly 
trained,  volunteer 
force  is  far  superior 
to  an  army  of 
disgruntled  draftees 
dragged  kicking 
and  screaming 
into  boot  camp 


GARY  S  BECKER  IS  UNIVERSITY 
PROFESSOR  OF  ECONOMICS 
AND  SOCIOLOGY  AT  THE 
UNIVERSITY  OF  CHICAGO 


The  resounding  success  of  the  U.  S.  mili- 
tary during  the  gulf  conflict  should  si- 
lence for  a  while  the  many  voices  that 
called  for  reinstatement  of  the  draft  after  the 
U.  S.  responded  to  Iraq's  aggression. 

The  gulf  conflict  was  dominated  by  highly 
sophisticated  weapons  with  advanced  comput- 
ers and  guidance  systems.  To  use  these  weap- 
ons successfully,  men  and  women  in  almost  all 
military  occupations,  including  the  infantry, 
must  be  well-trained  and  experienced. 

New  recruits  cannot  operate  complicated 
and  expensive  weapons  with  only  a  few 
months  of  training.  This  is  why  during  even 
the  height  of  the  draft,  highly  skilled  tasks 
were  performed  mostly  by  volunteers  who 
made  a  longer  commitment  to  military  service. 
And  occupations  requiring  lengthy  training 
have  proliferated  as  reliance  on  sophisticated 
weaponry  has  increased. 
superb  morale.  In  the  early  1980s,  Congress 
voted  a  large  pay  increase  for  enlisted  person- 
nel as  part  of  the  Reagan-initiated  military 
buildup.  By  paying  better  and  offering  attrac- 
tive working  conditions,  the  military  managed 
during  the  ensuing  decade  to  recruit  remark- 
ably well-qualified  men  and  women  with  su- 
perb morale.  Almost  all  are  high  school  gradu- 
ates, compared  with  less  than  807  of  civilian 
workers,  and  the  military  chooses  graduates 
with  better  scores  on  aptitude  tests.  During 
the  draft  era,  the  military  was  forced  to  take 
many  high  school  dropouts,  since  most  college 
graduates  and  many  high  school  graduates 
were  able  to  avoid  the  draft.  Drug  use  is  much 
lower  in  the  military  than  in  the  civilian  sector, 
in  sharp  contrast  with  the  Vietnam  period. 

The  military  has  been  criticized  for  relying 
too  heavily  on  minorities  and  for  not  distribut- 
ing the  task  of  defending  the  country  fairly 
among  social  classes  and  racial  groups.  It  is 
true  that  blacks  constitute  over  207'  of  the 
armed  forces  compared  with  only  127  of  the 
civilian  work  force.  But  the  Army  is  not 
staffed  mainly  by  the  lower  classes,  as  demon- 
strated by  the  preponderance  of  high  school 
graduates  and  by  the  fact  that  almost  half  of 
all  recruits  come  from  families  with  above- 
average  incomes. 

I  believe  the  military  deserves  praise  rather 
than  criticism  for  offering  black  men  and 
women  better  work  opportunities  than  they 
can  find  in  the  private  sector.  About  a  third  of 
noncommissioned  Army  officers  are  blacks,  as 
is  the  chairman  of  the  Joint  Chiefs  of  Staff.  In 
contrast,  the  number  of  blacks  who  head  top 
corporations  can  be  counted  on  the  fingers  of 
one  hand. 

Some  critics  of  present  recruitment  policy 
want  to  use  military  service  to  help  overcome 


illiteracy,  to  instill  patriotism,  and  to  guid 
confused  young  people  toward  finding  their 
selves.  Military  service  is  ill-suited  to  accorr 
plish  these  laudable  goals. 

They  are  inconsistent  with  the  main  purpos 
of  a  military  force — to  resist  aggression  su< 
cessfully  with  a  minimal  loss  of  lives  and  m£ 
terial.  There  is  much  evidence  in  all  wars  tha 
disgruntled  and  low-quality  recruits,  let  alon 
illiterates,  do  not  perform  very  well. 
social  problems.  The  education  system,  lik 
the  military,  has  come  under  pressure  to  hel 
solve  intractable  social  problems.  Once  agair 
praiseworthy  aims,  such  as  achieving  rack 
and  social  balance  or  serving  as  substitute  pai 
ents,  have  little  to  do  with  the  goals  of  educs 
tion:  teaching  students  to  read,  write,  and  am 
lyze.  Luckily,  military  leaders  were  mor 
successful  during  the  past  decade  in  fendm 
off  well-meaning  but  diversionary  pressures. 

Critics  of  voluntary  military  service,  such  a 
former  Navy  Secretary  James  H.  Webb  Jr 
see  a  populist  advantage  to  the  draft:  It  make 
it  harder  to  wage  unpopular  wars  that  woul 
be  resisted  by  potential  draftees  and  their  farr 
ilies.  The  Vietnam  experience  offers  some  suj. 
port  to  that  view.  But  the  other  side  of  th 
argument  is  that  in  pursuit  of  a  popular  caus( 
the  draft  may  encourage  war  and  even  reel 
less  sacrifice  of  life  with  its  provision  of  chea 
and  ready  manpower.  Put  crassly,  this  argi 
ment  holds  that  commanders  of  volunteers  wi 
show  greater  concern  for  the  lives  of  thei 
troops,  if  only  because  volunteers  are  highl 
trained  and  were  recruited  with  attractive  pa 
and  working  conditions.  For  whatever  reasor 
the  top  brass  seemed  more  intent  on  minimi/ 
ing  coalition  casualties  in  Desert  Storm  than  i 
had  been  in  Vietnam,  where  most  troops  wer 
draftees,  though  sensitivity  to  criticism  a 
home  was  also  a  factor. 

The  skills  of  a  voluntary  force  are  mos 
needed  in  the  early  stages  of  blitzkrieg  wai 
fare,  when  the  first  few  days — even  hours- 
may  be  crucial.  On  the  other  hand,  during 
fully  mobilized  and  protracted  war  such  a 
World  War  II,  millions  of  soldiers  are  needec 
The  high  pay  required  to  attract  so  many  rc 
cruits  voluntarily  would  sharply  raise  taxe 
and  impose  a  serious  strain  on  the  budgel 
During  that  kind  of  mobilization,  a  draft  ease 
the  pressure  on  the  budget  and  taxes  by  shifl 
ing  much  of  the  cost  to  young  people. 

The  gulf  war  apparently  has  convinced  som 
military  reformers  in  the  Soviet  Union  that  i 
voluntary  army  may  have  higher  morale  am 
fight  more  efficiently  than  a  conscripted  one 
It  would  be  a  paradox  if  that  lesson  was  bette 
learned  by  the  Russians  than  by  American 
eager  to  bring  back  the  draft.  0 
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ECONOMIC  VIEWPO 


AMERICA'S 


SMALLEST  AND  LIGHTEST 
CELLULAR  PHONE. 


ACTUAL  SIZE 

At  only  5.3  inches  long  and  a  mere  10.2  ounces*  the  Fujitsu 
POCKET  COMMANDER  breaks  the  communication  barrier 
in  convenience,  portability  and  style.  You  can't  find  a  bigger  deal 
than  that  anywhere.  To  pocket  yours,  call  1-800-PACTEL-1,  Ext.  18 
in  Southern  California,  or  1-800-PACTEL-2,  Ext.  80  in 
Northern  California. 


Fuffrsu 


The  global  computer  and  communications  company. 


*With  optional  slim  battery  THE  COMMANDER1-  is  a  registered  trademark  and  POCKET  COMMANDER™  is  a  trademark  of  Fujitsu  America,  Inc. 

Service  activation  not  required. 


The  \\ brkers  Compensation  System  Helps  Some  Peop 
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'   "wfiv  You  Should  Care 
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Help  Strengthen  Workers  Compensator 


t  Back  To  Work*  And  Others  Get  Back  To  Life* 


Dccupational  diseases  and  injuries.  We 
i  work  closely  with  workers  on-site,  so 
an  be  trained  in  the  very  latest  safety 
dures. 

Ve  should  also  give  more  attention  to  qual- 
labilitation  and  suitable  alternative  employ- 
—  in  the  event  a  worker  can't  return  to  his  or 
iginal  job. 

Aost  importantly  we  should  get  injured 
;rs  into  the  system  faster  from  the  very  be- 
ig— and  insure  more  efficient,  personalized 
^-through. 

\J1  these  things  are  possible,  if  we  work  to- 
r  to  support  the  system  that's  been  support- 
ir  workers  for  over  75  years. 

What  You  Should  Do 
fou  can  help  by  doing  one  of  two  things. 


One:  Be  aware.  Find  out  what's  happening 
in  your  state,  how  you're  affected,  and  what  you 
can  do  to  help.  Talk  to  your  insurance  company 
or  business  trade  association. 

Or  two:  Share  your  views  by  writing  to 
Gary  Countryman,  President  and  CEO  of 
Liberty  Mutual,  175  Berkeley  Street,  Boston, 
MA  02117.  We'll  help  you  get  in  touch  with 
people  in  your  state  who  can  help. 

Remember,  for  75  years  Workers  Compen- 
sation has  been  here  for  all  of  us. 

Today,  it's  time  we  returned  the  favor. 


LIBERTY 
MUTUAL 


ause  When  A  Worker  Has  An  Accident,  Everybody  Gets  Hurt. 


Li 


conomic  Trends 


BY  GENE  KORETZ 


HOUSING  IS  GETTING 
HAMMERED  BY  SHIFTS  IN 
LIVING  PATTERNS 


To  the  many  woes  besetting  the  belea- 
guered housing  industry,  you  can 
add  a  sharp  drop  in  the  rate  of  increase 
in  the  number  of  households.  The  decline 
is  particularly  worrisome  to  housing- 
market  observers  because  it  occurred 
well  before  the  current  recession  began. 

Although  U.  S.  households  have  in- 
creased in  every  year  since  1900,  signifi- 
cant slowdowns  in  growth  have  almost 
invariably  coincided  with  economic 
downturns.  Yet  households  in  the  year 
ended  in  March.  1990  (the  latest  annual 


A  SHARP  SLOWING  IN  THE 
GROWTH  OF  HOUSEHOLDS 
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data  available),  increased  by  only 
517,000,  or  0.56%,  at  a  time  when  the 
jobless  rate  hit  its  lowest  level  since 
1973.  That's  the  third-smallest  annual 
percentage  gain  in  households  in  the 
past  90  years,  eclipsed  only  by  the  De- 
pression- and  recession-induced  lows  re- 
corded in  early  1932  and  1983. 

What  lies  behind  this  development? 
Statistics  on  living  arrangements  indi- 
cate that  people  in  1989-90  were  "dou- 
bling up"  in  various  ways.  The  percent- 
age of  married  couples  without  their 
own  households,  for  example,  was  the 
highest  in  25  years.  There  were  more 
subfamilies  and  unrelated  individuals  liv- 
ing in  households  headed  by  others.  And 
there  were  fewer  young  people  living 
alone  and  more  living  with  siblings  or 
other  relatives.  "That's  the  sort  of  be- 
havior one  would  expect  in  response  to 
economic  adversity,"  says  economist  Mi- 
chael Carliner  of  the  National  Associa- 
tion of  Home  Builders. 

Economist  Richard  F.  Hokenson  of 
Donaldson,  Lufkin  &  Jenrette  Securities 


Corp.  points  to  the  trend  away  from 
marriage  and  other  behavioral  shifts. 
The  share  of  25-to-34-year-olds  living 
with  parents  is  now  11.39&  compared 
with  8%  in  1980.  And  adult  men  of  all 
ages  seem  to  find  it  difficult  to  set  up 
independent  living  quarters:  More  than 
13%  now  live  in  households  headed  by 
others. 

With  net  household  formation  already 
so  weak  before  the  current  economic 
contraction  began,  Hokenson  thinks  that 
there's  a  good  chance  the  number  of 
households  could  actually  decline  this 
year  for  the  first  time  in  history.  That 
would  not  only  keep  housing  construc- 
tion in  the  cellar  for  some  time  but  also 
severely  depress  real  spending  on  hous- 
ing services  and  operations.  The  upshot 
might  well  be  a  longer  and  more  severe 
recession  than  experts  are  expecting. 

Carliner  speculates  that  the  current 
weakness  in  household  growth  "creates 
a  potential  for  a  burst  of  household  for- 
mations as  the  economy  turns  up."  But 
Hokenson  is  dubious.  A  continuing  slow- 
down in  the  growth  of  the  adult  popula- 
tion, combined  with  the  rise  in  house- 
holds with  dependent  males,  he  says, 
"imply  that  the  recovery  in  household 
formations  will  be  modest." 


REINING  IN  MEDICARE 
COSTS  ISN'T 

HURTING  PATIENT  CARE 


When  the  government  imposed  a 
prospective  payment  system  on 
hospitals  in  1983  to  control  runaway 
medicare  costs,  many  critics  in  the  medi- 
cal community  were  alarmed.  Because 
government  reimbursement  was  now 
fixed  in  advance  based  on  a  patient's 
diagnostic  category,  they  feared  that 
hospitals  would  be  prone  to  discharge 
elderly  patients  too  quickly  in  order  to 
avoid  losing  money. 

The  good  news  is  that  such  fears  ap- 
pear to  have  been  largely  unfounded. 
According  to  an  initial  evaluation  by  a 
RAND  Corp.  research  team  led  by  physi- 
cians Katherine  L.  Kahn  and  Robert  H. 
Brook,  the  quality  of  hospital-based  care 
received  by  the  elderly  during  the  1980s 
actually  improved  dramatically. 

The  researchers  studied  care  and  out- 
comes for  more  than  14,000  elderly  pa- 
tients suffering  from  conditions  ranging 
from  stroke  and  heart  disease  to  pneu- 
monia and  hip  fractures.  They  found 
that  the  average  hospital  stay  of  such 
patients  declined  by  3.4  days,  or  25%, 
after  the  payment  reform  went  into  ef- 
fect. Yet  the  percentage  of  elderly  pa- 
tients receiving  poor  or  very  poor  hospi- 
tal care  fell  sharply,  from  25%  to  12%. 


And  mortality  in  the  first  30  days  after 
discharge  declined  significantly  by  more 
than  one  percentage  point,  to  15.5%. 

The  study  did  raise  some  warning 
flags.  It  found  that  the  number  of  pa- 
tients sent  home  in  a  medically  unstable 
condition — rapid  heart  rate,  shortness  of 
breath,  confusion,  and  the  like — rose 
from  10.3%  to  14.7%,  a  trend  that  less- 
ened the  improvement  in  survival  rates 
recorded  for  the  total  patient  population. 
And  the  postdischarge  death  rates  for 
the  12%  of  patients  who  received  poor 
hospital  care  remained  far  higher  than 
for  those  receiving  very  good  care. 

In  sum.  despite  clear  improvements  in 
care,  says  Brook,  "we  still  have  a  long 
way  to  go  to  make  hospital  quality  as 
good  as  we  would  like  it  to  be." 


A  COMMODITIES  SWING 
SIGNALS  SPRINGTIME, 
NOT  GOOD  TIMES . . . 


Recession  watchers  desperately 
searching  the  statistical  horizon  for 
signs  that  a  recovery  may  be  imminent 
have  recently  fixed  their  gaze  on  the 
behavior  of  commodity  prices,  which 
have  been  staging  a  modest  rally  in  both 
futures  and  spot  markets.  But  economist 
Brian  M.  Jones  of  Salomon  Brothers  Inc. 
points  out  that  such  prices  have  definite 
seasonal  patterns  that  have  to  be  taken 
into  consideration  before  conclusions  are 
drawn  regarding  their  significance. 

Salomon's  analysis  indicates  that  sea- 
sonal patterns  affect  spot  and  futures 
prices  of  both  foodstuffs  and  industrial 
commodities.  In  general,  such  prices 
tend  to  be  weak  in  January  and  Febru- 
ary and  then  move  higher  during  the 
spring.  "The  pickup  we've  seen  so  far," 
says  Jones,  "seems  to  be  more  related  to 
normal  seasonal  variations  than  to  a 
strengthening  in  real  business  activity." 


. . .  AND  AN  UPTICK 
IN  GNP  DOES  NOT 
A  RECOVERY  MAKE 


Even  if  the  economy  does  pick  up 
steam  this  spring  as  a  result  of  an 
end  to  inventory  cuts  and  the  tonic  ef- 
fect of  the  war's  end  on  consumer  confi- 
dence, it's  worth  remembering  that  it 
takes  more  than  a  one-quarter  uptick  in 
real  GNP  to  signal  an  end  to  recession. 
All  of  the  past  four  recessions  were 
punctuated  by  a  quarter  of  at  least  1% 
annual  growth  before  they  ended.  And 
the  1973-75  and  1980  recessions  recorded 
healthy  one-quarter  growth  rates  of  5% 
and  4.3%,  respectively.  ■ 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


OWNBEAT  JOB  NUMBERS  WILL  KEEP 
HE  ECONOMY  PLAYING  THE  BLUES 


Bconomists  are  trying  to  set  their  sights  on  a  recov- 

■  ery,  but  the  data  keep  getting  in  the  way.  Just 

■  when  optimism  over  a  peace  rebound  this  spring 
an  to  swell,  the  February  employment  report  came 
lg.  It  was  much  weaker  than  most  analysts  were 
ecting.  The  labor  markets  suggest  that  any  postwar 
st  in  the  economy  is  likely  to  be  small  and  temporary. 
»f  course,  almost  all  of  the  economic  data  still  precede 
end  of  the  gulf  war.  Consumer  spending  seems  likely 
improve  a  bit  as  peace  boosts  confidence,  but  the 
wheat  job  numbers  imply  that  the  underpinnings  for 
isting  recovery  are  not  yet  in  place  and  that  the 
nomy  may  not  hit  bottom  until  much  later  in  the  year. 

Consumers'  pockets  seemed  a 
bit  looser  in  February.  Retail 
sales  rose  0.8%,  but  a  big  down- 
ward revision  to  January  pur- 
chases dulled  some  of  the  luster 
of  that  gain.  January  buying, 
originally  reported  as  down 
0.9%,  now  shows  a  1.4%  drop. 

The  sales  numbers  will  be 
changed  again  when  the  Com- 
merce Dept.  releases  its  annual 
revisions  in  the  week  of  Mar. 


RETAILERS  FACE 
LONG  ROAD  BACK 


H  '90 
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but  for  now,  the  February  gain  looks  like  little  more 
n  a  blip  in  a  steep  downtrend.  Sales  had  fallen  below 
ir  year-ago  level  in  January,  something  not  seen  in  30 
rs,  and  they  remained  below  last  year's  pace  in  Feb- 
ry.  Prior  to  last  month,  real  retail  sales  had  fallen  for 
consecutive  months  (chart). 

m  increase  in  car  buying  accounted  for  three-fourths 
;he  February  gain.  But  after  plunging  in  January  to 
lowest  level  in  nearly  nine  years,  car  sales  rose  from 
nal  to  merely  poor.  Department-store  receipts  and 
is  of  home-related  goods  posted  solid  increases  last 
ith,  perhaps  boosted  by  the  relatively  mild  weather 
3y  perceptions  that  the  war  would  be  over  soon. 


&YROLLS  While  peace  will  lift  households'  spirits, 
RE  the  sharp  rise  in  February's  unemploy- 

ment  rate  is  likely  to  dampen  them.  The 
HRINKING  jobless  rate  jumped  from  6.2%  in  January, 
6.5% — the  highest  in  four  years.  Moreover,  weekly 
ms  for  state  unemployment  benefits  surged  to  an 
lual  rate  of  508,000  in  late  February.  That  was  the 
hest  filing  pace  in  eight  years,  and  it  occurred  in  a 
iday  week,  during  which  claims  tend  to  fall.  All  this 
;gests  that  the  jobless  rate  will  rise  again  in  March, 
n  addition,  the  continuing  shrinkage  of  payrolls 


A  BAD  OMEN 
FOR  GNP  GROWTH 


means  that  consumer  incomes  are  still  falling.  Nonfarm 
industries  cut  184,000  jobs  from  their  payrolls  in  Febru- 
ary, bringing  the  total  losses  to  more  than  1.2  million 
since  employment  peaked  in  June.  These  recent  losses 
are  on  a  par  with  those  in  the  early  months  of  the  severe 
1981-82  recession,  and  they  represent  a  serious  erosion 
of  purchasing  power  that  will  take  time  to  restore. 

The  weakness  in  the  labor 
markets  is  not  confined  to  the 
top-line  numbers.  The  February 
job  losses  were  smaller  than  the 
233,000  decline  in  January,  but 
they  were  broader.  Only  39.7% 
of  the  356  industries  surveyed 
added  jobs  in  February,  down 
from  41.27°  the  month  before, 
and  from  58.6%  a  year  earlier. 
Also,  the  number  of  people  who 
are  working  part-time  because 


i     ii  in 

•90 

GROWTH  RATE 

OF  TOTAL 
HOURS  WORKED 


4.5 

A  QUARTERLY  PERCENT  CHANGE, 

ANNUAl  KATE     "JAN  AND  FEB  AVERAGE 

DATA:  LABOR  DEPT.,  BW 


they  cannot  find  full-time  work  has  soared  by  more  than 
1  million  since  July,  to  5.8  million  in  February. 

Workers  did  spend  a  little  more  time  on  the  job  in 
February.  The  average  workweek  in  the  nonfarm  sector 
edged  up  to  34.3  hours,  from  34.1  in  January.  But  the 
average  work  time  for  both  months  was  below  the  pace 
of  the  fourth  quarter.  The  decline  in  nonfarm  jobs  and  a 
shorter  workweek  mean  that  the  total  number  of  hours 
worked  so  far  in  this  quarter  is  dropping  as  steeply  as  it 
did  in  the  fourth  quarter  (chart).  This  suggests  that  real 
gross  national  product  this  quarter  could  fall  by  at  least 
as  much  as  the  2%  drop  posted  last  quarter. 

THE  FED  The  Federal  Reserve  Board  clearly  said — 
MAY  DELAY  by  its  actions — that  the  job  numbers  were 
FURTHER  inconsistent  with  economic  recovery.  A 
EASING  few  nours  after  the  release  of  the  report, 
the  Fed  nudged  short-term  interest  rates  down.  And  on 
Mar.  13,  Fed  Chairman  Alan  Greenspan  confirmed  that 
the  central  bank  had  cut  the  federal  funds  rate — the  cost 
of  funds  traded  between  banks — by  a  quarter  of  a  per- 
centage point,  to  6%. 

The  decision  to  ease  monetary  policy  did  not  appear 
unanimous,  however,  and  the  latest  report  on  the  econo- 
my from  the  12  Fed  districts  contained  signs  that  the 
rate  of  economic  decline  may  be  slowing.  All  this  sug- 
gests that  further  rate  cuts  may  be  put  on  hold  until  the 
central  bank  can  assess  the  impact  of  past  easing  moves. 

That  speculation  seems  to  have  halted  the  decline  in 
long-term  interest  rates.  The  yield  on  30-year  Treasury 
bonds,  now  at  about  8.3%,  isn't  much  lower  than  the  8.5% 
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average  during  the  second  half  of  last  year.  In  addition 
to  better  income  growth,  lower  long-term  rates  are  im- 
perative for  a  meaningful  turnaround  in  the  demand  for 
houses  and  cars,  a  crucial  ingredient  in  any  recovery. 


FACTORIES 
HAND  OUT 
LOTS  OF 
PINK  SLIPS 


Just  ask  companies  in  construction  and 
manufacturing.  Those  interest-sensitive 
industries  have  taken  the  biggest  hits  in 
the  recession,  reflecting  the  slump  in 
homebuilding  and  business  construction,  and  weak  de- 
mand for  big-ticket  goods  by  businesses  and  consumers. 

Factories  laid  off  127,000  workers  in  February,  on  top 
of  the  932,000  let  go  since  early  1989.  Those  pink  slips 
raised  the  jobless  rate  in  manufacturing  to  7.4%  in  Feb- 
ruary, a  percentage  point  above  January's  rate  and  more 
than  2.5  points  higher  than  where  it  was  two  years  ago. 

Last  month's  job  losses  in  manufacturing,  coupled 
with  a  small  decline  in  the  workweek  to  40.2  hours,  mean 
that  industrial  production  weakened  further  in  February. 
In  particular,  continued  layoffs  of  auto  workers  and  a 
drop  of  almost  an  hour  in  the  workweek  suggest  that 
auto  output  was  down  extensively  last  month. 

Detroit  is  responding  to  the  recessionary  pace  of  new- 
car  sales.  January  and  February  sales  of  domestically 
made  cars  were  10.49'  below  the  pace  of  the  fourth 
quarter.  And  in  early  March,  after  the  war's  end,  buying 
posted  an  annual  sales  rate  of  only  5.9  million. 

Auto  makers  have  announced  further  cuts  in  their 
second-quarter  output  schedules  that  will  drop  produc- 
tion 14%  below  its  year-ago  level.  This  downshifting 
argues  against  a  spring  economic  recovery,  since  autos 
account  for  a  significant  share  of  consumer  spending 
and  factory  output.  The  importance  grows  when  supplier 
industries  such  as  steel  and  glass  are  included. 

The  service  sector  is  also  straining.  Excluding  govern- 
ment hiring,  service  payrolls  fell  by  110,000  in  February. 
The  bulk  was  in  the  retail  sector.  But  except  for  health 
care,  other  industries  reported  losses  as  well.  And  with 


more  service  companies  heading  for  bankruptcy  court  < 
facing  sharply  lower  profits,  service  payrolls  will  I 
slashed  further  before  this  recession  is  over. 

That  means  continuing  downward  pressure  on  wa| 
growth,  but  a  brighter  outlook  for  inflation.  Wages 
the  nonfarm  sector  were  unchanged  in  February  : 
$10.20  per  hour  and  are  on  track  to  rise  by  just  3.37"  th 
quarter  (chart).  That  would  be  the  smallest  gain  in  thr< 
years.  The  wage  slowdown  is  concentrated  in  service 
Pay  is  up  just  3.8%  in  the  past  year,  compared  with  tl 
expansion's  4.87"  peak,  reached  in  December,  1989. 

Growth  in  manufacturing 
wages  has  picked  up  in  recent 
months,  although  their  yearly 
pace  remains  below  that  of  ser- 
vice wages.  However,  the  accel- 
eration is  not  so  troublesome  to 
the  inflation  outlook  because  it 
is  being  covered  by  strong 
gains  in  factory  productivity. 
Meanwhile,  the  slowdown  in 
service  pay  helps  to  lower  the 
floor  under  service  inflation. 


PAY  HIKES  KEEP 
GETTING  SMALLER 
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That's  crucial  to  improving  the  overall  inflation  outloc 
because  price  increases  in  services  have  moderated  littl 

On  the  downside,  February's  smaller  wage  hike,  t 
gether  with  last  month's  job  losses  and  only  a  slight 
longer  workweek,  mean  that  personal  income  didn't  ri: 
by  much  in  February.  After  inflation,  it  may  not  ha^ 
increased  at  all.  That  means  consumers  are  hurting. 

To  be  sure,  economists  believe  that  a  recovery  is  oi 
there — somewhere.  According  to  a  survey  of  forecaste: 
by  the  National  Association  of  Business  Economists,  22 
expect  the  recession  to  end  in  the  current  quarter,  51 
look  for  a  trough  next  quarter,  and  18%  don't  see  tl 
economy  bottoming  out  until  the  third  quarter.  Judgir 
by  the  February  employment  report,  though,  hopes  f< 
an  early  recovery  may  be  just  wishful  thinking. 


THE  WEEK  AHEAD 


HOUSING  STARTS 


Tuesday,  Mar.  19,  8: JO  a.m. 
New  housing  was  probably  started  at  an 
annual  rate  of  just  900,000-  in  February, 
say  economists  surveyed  by  McGraw- 
Hill  Inc.'s  MMS  International.  If  so,  that 
would  be  a  gain  from  January's  dismal 
850,000  pace,  but  it  would  be  387  below 
the  number  of  houses  started  in  Febru- 
ary, 1990.  Homebuilders  ended  January 
with  a  nine-year-high  inventory  of  un- 
sold new  homes,  so  a  turnaround  in 
housing  is  unlikely  anytime  soon. 

CONSUMER  PRICE  INDEX  

Tuesday,  Mar.  19,  8:30  a.m. 

Consumer  prices  likely  increased  a  scant 

0.2' '  in  February,  according  to  the  MMS 


survey.  Prices  had  risen  by  0.47"  in  Janu- 
ary. Fuel  costs  probably  declined  last 
month,  as  they  did  in  January.  Exclud- 
ing food  and  energy,  prices  are  expected 
to  post  a  0.37  advance,  on  top  of  a  hefty 
0.87  jump  in  January.  Part  of  that  gain, 
however,  was  probably  the  result  of 
quirks  in  the  government's  seasonal  fac- 
tors. Slack  demand  and  smaller  wage 
gains  indicate  that  inflation  will  improve 
as  the  year  progresses. 

MERCHANDISE  TRADE  DEFICIT  

Wednesday,  Mar.  20,  8:30  a.  m. 
The  MMS  economists  are  looking  for  a 
rise  in  the  U.  S.  trade  deficit  to  $7  billion 
in  January,  from  $6.3  billion  in  Decem- 
ber. A  rise  in  customs-duty  payments  in 
January  suggests  an  increase  in  im- 


ports, which  had  fallen  in  each  of  tl 
previous  two  months.  Exports,  ah 
down  for  two  months  in  a  row,  probab 
increased  as  well  in  January,  but  not  I 
as  much  as  imports. 

FEDERAL  BUDGET  

Thursday,  Mar.  21,  2  'p.m. 
The  federal  government  will  likely  r 
port  a  deficit  of  about  $40  billion  in  Fe 
ruary,  larger  than  the  $35.2  billion  gi 
of  last  February.  Outlays,  up  12.77 
the  first  four  months  of  fiscal  199 
which  began  in  October,  continue  to  ou 
pace  government  receipts,  which  ha^ 
risen  by  8.67>.  The  cost  of  the  gulf  w; 
may  push  spending  even  higher  in  Fe 
ruary.  This  year's  deficit  continues  i 
soar  toward  the  $300  billion  mark. 


20  BUSINESS  WEEK/MARCH  25,  1991 


Brightening 
energy 
budgets 
with  lighting 
system 
retrofits. 


Johnson  Controls  retrofitted 
over  20,000  fluorescent  fix- 
tures at  Penzoil  Place  twin 
tower  complex  in  Houston, 
TX  without  inconveniencing 
tenants.  Estimated  annual 
savings:  $385,736. 


If  yours  is  a  typical  building,  you're 
paying  30%  to  50%  of  your  elec- 
tric bill  for  lighting.  And  you  may 
be  inhibiting  productivity  with  too 
much  lighting,  especially  in  areas 
where  it  causes  glare  on  computer 
screens. 

Consider  a  Johnson  Controls  Alli- 
ance Lighting  Services  retrofit. 
Our  new,  scientifically  designed 
reflectors  can  reduce  by  half  the 
number  of  lamps  you  use  as  they 
improve  the  quality  and  maintain 
the  proper  level  of  lighting.  This 
work  can  be  done  at  night  or  on 
weekends  so  it  doesn't  disturb 
building  occupants. 

Most  of  our  customers  save 
enough  on  their  electric  bills  to 
pay  for  the  project  in  two  years 
or  less,  whatever  the  size  of  their 
building. 

You  can  save  even  more  by  add- 
ing controls  to  your  system  which 


automatically  turn  lights  on  and 
off  according  to  time  or  occupancy. 

We'll  be  glad  to  analyze  your 
present  lighting  system  with  an 
eye  toward  saving  you  energy 
dollars  and  improving  quality. 

Just  give  us  a  call  at  1-800-972- 
8040.  Or  write,  Johnson  Controls, 
Systems  and  Services  Division, 
C19,  Milwaukee,  Wl  53201-0423. 


©  1991  Johnson  Controls.  Inc. 
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THE  ECONOMY  I 


HOUSING  SEES 
DAYLIGHT 

BUT  THE  RECOVERY  WON'T  GIVE  MUCH  OF  A  BOOST  TO  THE  ECONOMY 


The  weakest  housing  market  in  a 
generation  is  at  last  showing  signs 
of  life.  It's  almost  nostalgic.  Col- 
leagues at  work  and  acquaintances  at 
parties  eagerly  share  the  latest  anecdote 
proving  the  market  is  rebounding.  Local 
newspapers  carry  story  after  story 
about  a  recent  happy  seller  or  satisfied 
buyer.  A  stroll  around  the  neighborhood 
shows  that  the  "for  sale"  signs  are  com- 
ing down  as  well  as  going  up. 

Ask  Karl  E.  Case,  economist  at 
Wellesley  College  in  Massachusetts.  Af- 
ter months  of  waiting,  he  put  his  house 
up  for  sale  at  $247,000  on  Mar.  5.  "Peo- 
ple are  coming  out  of  the  woodwork  to 
look."  he  says.  Seattleites  Michael  and 
Genevieve  Dennis  are  now  making  home 
improvements  to  enhance  their  house's 
sales  appeal — and  they're  not  alone.  In 
San  Francisco,  broker  Helen  Dawson 
sold  a  $428,888  house  in  three  weeks  at 
more  than  the  asking  price.  And  in  New 
Orleans,  first-time  home  buyers  Carolyn 
Couvillion,  26,  and  her  husband,  Kevin, 
27,  plan  on  buying  the  house  they  now 
lease  in  the  suburb  of  Metairie.  "I  be- 
lieve that  this  is  the  time  to  buy  before 
property  values  go  up  again,  along  with 
interest  rates  and  everything  else,"  says 
Carolyn  Couvillion. 

'bottoming  OUT.'  For  a  nation  of  home 
owners,  it's  about  time.  After  all,  victory 
in  the  gulf  has  bolstered  consumer  confi- 
dence, and  economic  prospects  are  bet- 
ter. The  Federal  Reserve  Board's  easier 
money  policy  has  cut  long-term  mort- 
gage rates  to  around  9.4'a.  And  median 
income  relative  to  median  home-buying 
costs  is  the  highest  in  years  (chart).  Says 
Michael  Sumichrast,  publisher  of  the 
newsletter  Real  Estate  Perspectives: 
"The  market  is  bottoming  out." 

This  is  the  way  the  economy  is  sup- 
posed to  work.  As  consumers  and  com- 
panies alike  cut  back  in  a  recession, 
slumping  demand  pulls  down  interest 
rates,  and  lower  rates  lure  buyers  into 
the  housing  market.  Every  home  pur- 
chase, in  turn,  is  a  tonic  to  the  economy, 
as  homemakers  lay  in  everything  from 


major  kitchen  appliances  to  zoysia  grass. 

This  housing  recover}-  won't  provide 
its  traditional  strong  jolt  to  the  economy, 
though.  For  one  thing,  interest  rates  are 
down  only  slightly,  since  they  averaged 
a  fairly  stable  10.25%  between  1985  and 
1990.  For  another,  buyers  have  reason  to 
be  cautious.  The  unemployment  rate 
jumped  to  6.5r<  in  February  from  6.2% 


the  preceding  month.  Real  consumer  ir 
comes  fell  at  a  3.7%  annua!  rate  in  th 
fourth  quarter  of  1990. 

Bankers  are  leery,  too.  After  losing 
bundle  of  money  on  sour  real  estat 
loans,  lenders  are  requiring  bigge 
downpayments  and  demanding  stiffe 
lending  terms.  They  are  even  more  war 
of  construction  loans  for  builders.  Tote 


The  Dennises  are 
sprucing  up  their 
Seattle  home  to 
enhance  its  appeal 


Last  year  was  dismal.  1991  is 
showing  definite  improvement 
but  high  joblessness  is  a  drag 
on  the  market 


HOUSTON 
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using  starts  are  down 
irply  (chart).  And  it 
construction  that 
lically  accelerates  the 
momy's  recovery,  as 
ilders  order  up  lum- 
l  piping,  paint,  and 
ler  materials.  Resi- 
itial  construction  has 
nped  an  average  of 
to  during  the  first 
ir  quarters  following 
i  trough  of  postwar 
;essions.  Not  this 
le,  says  Barbara  Al- 
,  housing  analyst  at 
Ider,  Peabody  &  Co.: 
istead  of  a  big  oomph 
the  economy,  with  a  307  to  50' !  re- 
ind  in  construction  activity,  you'll  get 
1%  or  so  bounce." 

mpers.  Longer  term,  two  trends  will 
ripen  the  demand  for  housing.  One 
nd  is  demographic.  New  households 
i  the  driving  force  behind  home  pur- 
ises.  The  number  of  households  in  the 
!0s  will  increase  by  some  1.1  million 
•  year.  That's  147'  below  the  1.3  mil- 


HOMES  BECOME 
MORE  AFFORDABLE... 


...BUT  HOUSING  STARTS 
REMAIN  WEAK 


JAN  '90 


JAN  '90 
▲  MILLIONS  OF  UNITS 


•INDEX  BASED  ON  MEDIAN  HOUSE  PRICE,  ASSUMES  A  20".  DOWN 
PAYMENT,  30  YEAR  MORTGAGE  ABSORBING  25".  OF  MEDIAN  FAMILY  INCOME 
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lion  rate  in  the  1980s  and  347  under  the 
1.7  million  rate  for  the  1970s  (page  18). 

The  other  long-term  damper  is  finan- 
cial. House  prices  have  mostly  failed  to 
keep  pace  with  inflation  over  the  past 
several  years,  and  the  outlook  in  the 
1990s  is  for  more  of  the  same,  says  Su- 
san Wachter,  economist  at  the  Wharton 
School.  That  means  people  can  take  their 
time  finding  a  house  without  worrying 


that  it  will  rapidly  move 
out  of  reach. 

All  of  these  factors 
seem  to  be  reflected  in 
the  spotty,  if  improving, 
situation  that  BUSINESS 
WEEK  bureaus  in  12  ma- 
jor metropolitan  areas 
report.  Modest  sales  in- 
creases and  flat  prices 
are  typical.  In  many 
cases,  expensive  homes 
remain  in  the  doldrums. 
But  the  lower-end  part 
of  the  market  is  perk- 
ing up. 

In  California,  for  ex- 
ample, prices  overall 
are  soft,  and  sales  are  off.  But  Kaufman 
&  Broad  Home  Corp.,  the  state's  largest 
single-family  homebuilder,  is  starting  to 
see  improvement.  It  offers  home  buyers 
30-year  fixed-rate  mortgages  at  S.5'  ■ .  h 
has  kept  prices  down  by  selling  1,700- 
square-foot  homes,  down  from  2,000 
square  feet  a  year  ago.  "We  are  starting 
to  see  some  light  at  the  end  of  the  tun- 
nel," says  Bruce  Karatz,  CEO  at  Kauf- 
man."But  it  is  still  a  long  tunnel." 

The  split  between  the  high  end  and 
the  low  end  of  the  market  in  California 
is  striking.  Sales  in  coastal  cities  such  as 
Los  Angeles  and  San  Francisco  are  slug- 
gish— hardly  surprising  considering  that 
the  median  home  prices  are  around 
$200,000  and  above  $240,000,  respective- 
ly. By  contrast,  such  inland  cities  as  Sac- 
ramento and  Fresno,  both  buoyed  by  ris- 
ing employment,  are  doing  better.  The 
median  home  price  in  Sacramento  is 
about  $135,000. 

pickups.  The  Rust  Belt  never  enjoyed 
California's  boom,  and  it  has  avoided  the 
threat  of  a  bust.  Pittsburgh,  Chicago, 
and  Minneapolis  are  typical  cities  that 
are  doing  better,  although  expensive 
homes  also  languish  there.  But  "expen- 
sive" means  homes  priced  at  $250,000  or 
more.  In  the  Southeast,  the  market  is 
flat.  It  will  take  six  to  seven  months  to 
sell  off  the  inventory  of  unsold  homes, 
vs.  two  to  three  months  just  a  few  years 
ago,  says  economist  David  Orr  of  First 
Union  National  Bank  of  North  Carolina. 
And  in  the  Southwest,  the  Dallas  area 
can  best  described  as  "normal,"  says 
Ted  C.  Jones,  economist  at  the  Real  Es- 
tate Center  at  Texas  A&M  University.  Of 
course,  after  the  boom  and  crash  of  the 
1980s,  normal  in  Texas  is  a  relief. 

Even  New  England  is  stirring  after 
several  dismal  years.  Pending  sales  of 
homes  listed  on  the  Greater  Boston  Real 
Estate  Board  Multiple  Listing  Service, 
for  example,  showed  about  a  50''  in- 
crease for  the  first  seven  weeks  of  the 
year  over  the  same  period  last  year.  But 
the  recovery  may  be  the  nation's  most 
fragile.  The  unemployment  rate  in  Mas- 
sachusetts is  9.3%.  "High  unemployment 
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will  be  a  drag  on  the  market,"  says 
Christopher  Dunn,  executive  vice-presi- 
dent at  Boston  Five  Cent  Savings  Bank. 

Still,  the  bottoming  out  of  the  housing 
market  is  positive  for  the  economy.  Resi- 
dential real  estate  serves  as  collateral 
for  about  237'  of  commercial  banking 
assets,  for  example.  A  stronger  housing 
market  would  give  many  a  beleaguered 
bank  some  valuable  breathing  room. 

Better  yet,  a  stable  residential  market 
will  make  it  easier  for  future  home  buy- 
ers to  purchase  a  home.  And  as  the 


more  sensible  housing  market  attracts 
less  money  from  people  treating  housing 
as  an  investment,  the  money  will  be  free 
to  go  elsewhere.  If  it  goes  into  creating 
new  jobs  and  enhancing  the  productivity 
of  American  business,  the  economy 
could  emerge  healthier  in  many  respects 
than  in  previous  recoveries. 
By  Christopher  Farrell  in  New  York,  Joan 
O'C.  Hamilton  in  San  Francisco.  Ronald 
Grover  in  Los  Angeles,  Geoffrey  Smith  in 
Boston.  Walecia  Konrad  in  Atlanta.  Vince 
Gagetta  in  Pittsburgh,  and  bureau  reports 


THE  ECONOMY  I 


IT'S  NOT  THE  OKLAHOMA  LAND  RUSH, 
BUT  IT'S  A  START 


The  New  York  area's  weak  residential  market  is  gathering  steam 


When  Lou  and 
Fred  Converse 
placed  their 
Brooklyn  cooperative 
apartment  on  the  market 
late  in  1989,  they  em- 
barked on  a  big-game 
hunt.  Their  quarry:  that 
rarest  of  real  estate  spe- 
cies, the  buyer.  For  most 
of  the  time  since  then,  sightings  have 
been  as  scarce  as  elk  tracks  in  Central 
Park.  But  in  the  space  of  just  the  past 
few  days,  the  Converses  have  at  last 
managed  to  sell  their  co-op  to  an  apart- 
ment-renter who  decided  that  the  time  to 
buy  had  finally  arrived.  That,  in  turn, 
allowed  the  Converses  to  swiftly  come  to 
terms  on  a  54-vear-old  ranch  house  in 


BUYING 

After  a  year's  wait, 
Lou  (far  left)  and  Fred 
Converse  recently  sold 
their  Brooklyn  co-op  and 
went  home  buying  in 
Connecticut 


the  suburban  splendor  of 
Darien,  Conn. 

Buying  begets  buying 
in  the  real  estate  busi- 
ness. And  with  buyers 
beginning  to  saunter  in 
from  the  sidelines,  finally 
lured  by  the  depressed 
prices  as  well  as  9.4?^  in- 
terest rates  on  30-year 
mortgages,  sellers  such  as  the  Con- 
verses are  at  last  unloading  their  proper- 
ties. As  a  result,  the  long-moribund  are- 
na of  residential  real  estate  is  starting  to 
come  around.  It's  hardly  a  repetition  of 
the  Oklahoma  land  rush — as  some  bro- 
kers are  happy  to  imply — but  rather  a 
slow,  steady  resuscitation.  "People  are 
starting  to  buy  for  the  first  time  since 


we  put  our  co-op  on  the  market,"  saj 
Fred,  an  executive  at  Showtime  Ne 
works  Inc.,  a  cable-television  compan; 
"The  activity  has  picked  up  in  just  tl 
past  few  months." 

,  The  Converses  were  a  tad  luckier  tha 
many  home  sellers,  because  they  wei 
not  forced  into  the  market  by  a  chang 
in  employment  or  divorce.  Such  "mol 
vated  sellers,"  in  real  estate  parlanc 
are  often  obliged  to  ditch  their  dwelling 
for  well  under  the  purchase  price.  Bi 
even  unmotivated,  patient  sellers  HI 
the  Converses  have  found  the  goiri 
plenty  tough.  It  was  1988,  the  top  of  tl 
market,  when  they  paid  $133,000  f< 
their  co-op  in  the  heavily  yuppified  Par 
Slope  section.  Thev  initially  listed  the 
co-op  for  $149,000  late  in  1989,  and  wh« 
the  first  offer  came  in  a  few  montt 
later,  it  was  for  $125,000.  They  rejecte 
it  out  of  hand. 

'LOW-baller.'  Meanwhile,  they  kej 
hunting  for  a  house  in  various  suburl 
of  New  York  City.  While  they  looke 
they  waited.  And  waited.  They  had  mar 
lookers  but  no  more  offers.  Their  sean 
brought  them  to  a  desirable  property 
Westchester  County.  They  put  in  an  o 
fer — but  backed  off  in  the  face  of  tl 
murderously  slow  New  York  co-op  ma 
ket,  which  has  been  pummeled  by  Wa 
Street  layoffs  and  generally  crumrr 
economic  conditions.  "We  could  ha\ 
held  on  to  the  apartment  and  rented  i 
at  a  $500-a-month  loss,"  says  Lou  Co 
verse.  "We  decided  against  it."  The 
lowered  their  asking  price  to  $139,00 
and  then  to  $129,000.  A  few  months  ag 
a  "low-baller"  came  in:  $105,000.  Th« 
turned  it  down. 

During  the  fall,  the  market  for  subu 
ban  real  estate  was  almost  as  inert  i 
the  glutted  co-op  market.  "We  would  g 
into  the  [broker's]  office,  and  we  wou 
be  alone — nobody  else  would  be  there 
says  Fred.  But  in  recent  weeks,  it  a 
pears  that  prospective  buyers,  with  ws 
worries  receding,  were  betting  thi 
prices  and  mortgage  rates  had  toucht 
bottom.  In  their  own  house  hunt,  tr 
Converses  would  conclude  a  visit  to 
home  and  find  other  buyers  waiting  i 
enter. 

The  agents  in  suburbia  seemed  moi 
spirited.  "They  would  say,  'Don't  wai 
the  market  is  picking  up.'  but  we  alwaj 
resisted  the  nudging,"  says  Lou.  Bi 
when  a  serious  offer  came  in  for  the  c 
op,  they  moved  fast.  On  Mar.  7,  the 
reached  an  agreement  to  sell  it  f( 
$120,000.  On  Mar.  10,  they  put  in  a  b: 
on  the  Darien  house.  On  Mar.  11,  the 
had  a  deal.  It's  all  theirs:  four-tenths  < 
an  acre,  a  pool — and,  quite  possibly, 
monument  to  the  end  of  the  real  estal 
depression. 

By  Gary  Weiss  in  Neu-  Yoi 
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Commentary/by  Howard  Gleckman 


THE  PAY-AS-YOU-GO  BUDGET:  DEAD  AT  FIVE  MONTHS? 


Pay-as-you-go  may  be  gone  with 
the  wind. 
One  of  the  few  innovations  in 
,st  year's  budget  deal  was  a  scheme 
»  impose  some  discipline  on  federal 
sending.  But  now,  the  concept  is  get- 
ng  its  sternest  test  as  Congress  takes 
p  popular  spending  for  veterans  as 
ell  as  the  costs  of  waging  war  and 
inning  the  peace  in  the  Persian  Gulf. 

lawmakers  and  the  Administration 
inch,  the  deal's  promise  of  $500  billion 
deficit  reduction  could  evaporate. 
The  key  to  the  deal  was  a  device 
fiown  in  budgetspeak  as  pay- 
;-you-go.  It  requires  that  any 
5w  spending  be  offset  by  sav- 
gs  in  related  programs  or  by 
lx  hikes.  That  was  supposed 
>  control  spending  for  five 
jars.  But  now,  budget  special- 
ts  worry  it  may  not  last  even 
ve  months. 

The  original  deal  divides  dis- 
•etionary  spending  into  three 
itegories:  defense,  foreign 
.6,  and  domestic  outlays, 
fithin  each,  a  dollar  of  new 
>ending  is  supposed  to  be  off- 
it  by  a  dollar's  worth  of  cuts 

other  programs:  Increase  aid 
i  Israel,  pay  for  it  by  cutting 
d  to  other  nations. 
dopholes.  A  fourth  category 
eludes  all  so-called  entitle- 
lents— programs  such  as  farm 
ibsidies,  medicare,  and  many 
sterans'  programs.  These 
>sts  can  grow  as  more  beneficiaries 
utomatically  become  eligible.  But 
3re,  too,  if  Congress  increases  bene- 
ts  under  one  program,  it's  supposed 
»  slash  other  outlays  by  an  equal 
nount  or  raise  taxes.  That  way,  high- 
*  benefits  for  vets  of  Operation  Des- 
"t  Storm  would  mean  smaller  pay- 
lents  to  farmers  or  retirees.  Even  the 
tost  cynical  budgeteers  hoped  that  the 
agreement  would  work.  It  might  not 
xiuce  the  deficit,  but  at  least  it  would 
eep  spending  from  galloping  further 
at  of  control. 

But  the  plan  is  shot  full  of  loopholes, 
pending  for  the  war  is  exempt  from 
le  caps.  So  is  the  burgeoning  cost  of 
le  savings  and  loan  bailout.  And  the 
resident  can  exempt  any  other  pro- 
rams  if  he  declares  an  "emergency" 
lat  calls  for  higher  spending. 

To  hear  Congress  tell  it,  the  world  is 
all  of  such  emergencies.  Senate  Ma- 
•rity  Leader  George  Mitchell  (D-Me.) 


wants  Bush  to  declare  one  so  that  re- 
cession-battered states  can  have  $84 
million  more  for  the  unemployment  in- 
surance program.  Representative  Vic 
Fazio  (D-Calif.)  wants  $30  million  to 
help  drought-stricken  farmers.  Then 
there  are  the  emergency  tax  breaks  for 
vets— expanded  use  of  individual  re- 
tirement accounts,  low-cost  mortgages 
subsidized  by  tax-exempt  bonds,  and 
tax  exemptions  for  military  pay. 

For  a  while,  the  Administration 
stood  fast  against  congressional  pres- 
sure to  exempt  all  this  spending  from 


A  BLIZZARD  OF  BUDGET-BUSTERS 

VETERANS'  BENEFITS  Well  over  100  bills  have  been  in- 
troduced in  Congress,  all  intended  to  provide  tax  and  oth 
er  benefits  to  returning  vets.  The  House  has 
already  approved  four  bills  that  will  cost  $29 
million  in  fiscal  1992.  More  are  sure  to  follow 

THE  GULF  WAR  Foreign  contributions  should 
pick  up  much  of  the  cost,  but  the  U.S.  could 
well  kick  in  $10  billion  to  $15  billion 

THE  BANK  BAILOUT  Not  only  will  the 
government  have  to  borrow  more  than  $100 
billion  this  year  to  bail  out  S&Ls,  but  there  also  are 
dark  hints  it  will  have  to  come  up  with  as  much  as  $30 
billion  to  bail  out  commercial  banks 

THE  RECESSION  Leading  Senate  Democrats  have  asked 
the  White  House  to  declare  a  budget  "emergency"  and  ex 
empt  from  spending  caps  $84  million  to  help  states  run 
their  unemployment  insurance  programs 


budget  restrictions.  But  now,  it  too  has 
headed  down  the  fiscal  low  road.  Its 
own  budget  request  to  pay  for  the  war 
included  some  shady  bookkeeping.  For 
example,  the  White  House  asked  for 
enough  money  to  buy  500  more  Patriot 
missiles  at  a  cost  of  $324  million,  al- 
though fewer  than  200  were  used  in 
the  war. 

Pentagon  officials  won't  stop  there. 
Already,  they're  looking  for  ways  to 
stall  the  big  troop  reductions  that  were 
a  cornerstone  of  last  year's  budget 
agreement.  Such  a  delay  could  add  as 
much  as  $30  billion  to  next  year's  Pen- 


An  exemption  here,  an 
exemption  there — and  soon 
$500  billion  in  deficit 
reduction  is  squandered 


tagon  budget,  wiping  out  virtually  all 
of  the  fiscal  package's  spending  cuts. 
So  far,  Budget  Director  Richard  G. 
Darman  has  held  off  the  generals.  But 
there  are  few  politicians  willing  to 
buck  the  Pentagon  in  the  aftermath  of 
its  Persian  Gulf  victory. 
false  preaching.  To  make  matters 
worse,  the  White  House  is  wavering  on 
some  requests  for  foreign  aid.  At  first, 
it  resisted  efforts  to  exempt  aid  to  Is- 
rael from  the  spending  caps.  But,  un- 
der great  pressure  to  reward  Israel  for 
its  restraint  during  the  war,  the  White 
House  has  included  $650  mil- 
lion in  military  aid  as  part  of 
its  "emergency"  Desert  Storm 
request.  That's  just  a  downpay- 
ment.  Israel  wants  $10  billion 
more  in  loan  guarantees  to 
build  housing  for  Soviet 
immigrants.  And  no  one  will 
be  surprised  if  aid  to  Egypt 
and  Turkey  blossoms. 

Exempting  gulf-re- 
lated foreign  aid  from 
budget  rules  could  break  the 
dam.   "If  the  international 
spending  cap  is  blown,"  says 
one  top  congressional  budget 
aide,  "you're  not  going  to  be 
able  to  hold  off  the  veterans. 
That  would  really  put  the  bud- 
get agreement  in  jeopardy." 

The  new  game  everyone  is 
playing  is  called  "spend  it,  but 
don't  count  it."  Military  spend- 
ing should  be  on-budget,  unless 
there's  a  war.  Federal  deposit  insur- 
ance should  be  on-budget,  unless  banks 
actually  fold.  Count  the  costs  of  unem- 
ployment insurance,  unless  there  is  a 
recession.  In  other  words,  the  only 
time  policymakers  pay  attention  to 
spending  is  when  they  don't  do  much 
of  it.  Otherwise,  it's  an  emergency  that 
permits  the  White  House  and  Capitol 
Hill  to  preach  restraint  and  go  on 
spending. 

That's  the  kind  of  thinking  that  got 
the  nation  into  its  budget  mess  in  the 
first  place.  The  deficit  this  year  will  top 
$300  billion.  Interest  on  the  national 
debt  will  hit  a  cool  $200  billion.  Veter- 
ans' benefits,  bank  bailouts,  aid  to  our 
allies  in  the  Mideast — these  new  spend- 
ing priorities  may  be  worthy  ones.  But 
the  Hill  and  the  White  House  took  a 
big  step  toward  fiscal  responsibility 
last  year  when  they  agreed  to  pay  for 
future  spending.  They  ought  to  stick  to 
the  deal. 
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THE  GULF  I 


WITHOUT  KUWAIT, 
OPEC'S  1991  PRICE 
WILL  AVERAGE  $20 


THE  SAUDIS  TIGHTEN  THEIR  GRIP 
ON  THE  OIL  SPIGOTS 


They  count  on  rising  demand  and  Soviet  disarray  to  keep  prices  stable 


If  there's  to  be  a 
new  order  in  the 
Persian  Gulf,  Saudi 
Arabia  is  leaving 
no  doubt  about 
who'll  be  on  top. 
Bolstered  by  their 
key  role  in  the 
war's  outcome,  the  Saudis  are  freely 
throwing  their  weight  around  as  the 
gulf's  No.  1  oil  producer.  By  refusing  to 
countenance  more  than  a  token  5'  <  cut  in 
oil  output  at  OPEC's  Mar.  11-13  meeting 
in  Geneva,  the  Saudis  solidified  what  one 
senior  oil  minister  calls  "a  very 
dominant  role." 

But  while  the  cartel's  ability  to 
cut  any  deal  at  all  is  a  boost  for 
OPEC,  many  observers  are  already 
discounting  the  effect  the  new 
production  limits  will  have  on 
OPEC's  future.  "The  real  test  is 
further  down  the  road,  when  Iraq 
and  Kuwait  are  back  into  the  mar- 
ket in  a  significant  way,"  says 
Cheryl  J.  Trench,  executive  vice- 
president  of  the  Petroleum  Indus- 
try Research  Foundation  Inc. 
'instability.'  Some  oil  watchers 
see  the  potential  for  OPEC  then  to 
disintegrate  and  for  prices  to 
crash.  Iran  and  Algeria,  which 
sought  much  deeper  cuts  in  the 
traditionally  slow  second  quarter, 
agreed  to  the  deal  only  reluctant- 
ly. Venezuela,  whose  prewar  OPEC 
quota  was  2  million  barrels  a  day, 


plans  to  boost  capacity  to  3.5  million  bar- 
rels by  1996.  And  the  Saudis  themselves 
plan  a  10  million-barrel-a-day  capability 
by  the  mid-1990s.  Given  such  plans, 
Houston  energy  consultant  William  R. 
Edwards  sees  "a  significant  degree  of 
instability  in  the  new  OPEC  order." 

For  now,  though,  the  Saudis  have  put 
down  those  who  want  sharply  lower  pro- 
duction and  much  higher  prices.  The 
new  agreement  entails  only  "voluntary" 
cuts  in  second-quarter  output,  from 
about  23  million  to  22.3  million  barrels  a 
day — still  nearly  1  million  more  than 
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OIL  CONSUMPTION  IS  CLIMBING. 


WORLD  CONSUMPTION 

OUTSIDE  CENTRALLY  PLANNED  ECONOMIES 


1ST  QUARTER 
▲  MILLIONS  OF  8ARRELS  PER  DAY 


2nd  QUARTEk 


...AND  THE  SURPLUS  IS  SHRINKING 


0 


TOTAL  SURPLUS  PRODUCTION  OF 
CRUDE  AND  NATURAL  GAS  LIQUIDS 


2ND  QUARTER,  1990 
L  MILLIONS  OF  BARRELS  PER  DAY 

DATA  INTERNATIONAL  ENERGY  AGENCY,  BW  ESTIMATE 


2ND  QUARTER,  1991* 
ASSUMES  NO  CHANGE 
IN  CURRENT  OPEC  OUTPUT 


OPEC's  estimates  of  demand  for  its  o 
The  deal  also  preserves  the  Saudis'  36 
share  of  i  U'Ki  production,  w  hich  gre 
sharply  as  Saudi  Arabia  hiked  output  I 
some  3  million  barrels  to  replace  Ira 
and  Kuwaiti  crude  lost  after  Sadda 
Hussein's  Aug.  2  invasion  of  Kuwait. 

The  Saudis  believe  they  have  found 
happy  medium  for  oil  prices  that  w 
enable  them  to  fill  war-depleted  coffe: 
without  hurting  OPEC's  share  of  tl 
world  market.  After  the  deal,  OP! 
crude  rose  by  about  $1,  to  around  $19 
barrel.  And  the  Saudis  say  prices  w 
rise  further  later  this  year  when  the  su 
ply-demand  gap  narrows. 
no  market  crash.  They  may  be  righ 
Stocks  are  typically  built  in  the  secor 
quarter  to  accommodate  demand  later 
the  year.  And  even  if  OPEC  doesn't  ci 
output,  world  surplus  production  outsic 
centrally  planned  economies  will  total  1 
million  barrels  a  day — 600,000  barre 
less  than  in  1990,  the  International  Ene 
gy  Agency  estimates  (chart).  "If  the 
cut  production  now,  it's  just  getting  w£ 
ahead  of  the  issue,"  notes  Bernard 
Picchi  of  Salomon  Brothers  Inc.  He  sa] 
that  with  Kuwait  and  Iraq  out  of  tl 
picture,  1991  prices  should  average  $2 
The  Saudis  think  the  oil  market  won 
crash  as  long  as  world  economies  kec 
growing  and  output  from  the  Sovi 
Union  keeps  falling.  That  stance  ce 
hardly  please  Iraq  and  Kuwait — thoug 
they  held  little  sway  in  Geneva.  The  Ir 
qis  weren't  even  at  the  table,  and  K 
wait's  delegation  was  led  by  its  No. 
man.  That's  why  many  oil  watchers  ai 
looking  to  the  cartel's  June  meeting  f( 
a  better  fix  on  OPEC's  long-term  pro 
pects.  For  now,  says  one  Kuwaiti  ofJ 
cial,  "neither  the  market  nor  the  politic 
is  right  for  more  action." 

By  June,  a  better  picture  might  als 
emerge  of  Iran,  which  is  lookin 
like  OPEC's  wild  card.  Even  as  tl 
Iranians  openly  disagree  wit 
OPEC  strategy,  they  envision,  in  C 
Minister  Gholamreza  Aghazadeh 
words,  a  new  world  OPEC  that  hi 
"more  power,  is  even  stronge 
and  has  less  tension." 

In  short,  Iraq's  defeat  mear 
that  OPEC  power  has  shifted  dec 
sively — raising  the  specter  of  di 
ruptions  as  members  jockey  fc 
position.  But  with  Saddam's  w£ 
machine  ruined,  Saudi  Princ 
Abdul  Aziz  bin-Salman,  for  one, 
convinced  that  OPEC  has  reached 
turning  point  in  which  his  com 
try's  moderate  views  will  dom 
nate.  He  puts  it  most  simply:  "W 
are  victorious." 

By  Richard  A.  Melcher  in  Gen  em 
intli  Robert  Buderi  in  New  York  an 
John  Rossant  in  Riyadh 
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GULF  I 


r'S  A  GOOD  THING  BAKER'S  TRIP 
MS  JUST  EXPLORATORY 


)  achieve  Arab-Israeli  peace,  Bush  will  have  to  get  personally  involved 


If  James  A.  Baker 
Ill's  tour  of  Middle 
East  capitals  is  any 
indication,  his  boss 
will  hardly  be  fac- 
ing a  triumphal  trip 
when  his  turn 
around  the  region 
nes.  Despite  some  signs  of  encourage- 
nt  in  the  new  Mideast  political  land- 
ipe,  President  Bush's  Secretary  of 
ite  is  finding  that  it  will  take  some 
"d  selling  by  Bush  himself  if  there's 
be  any  hope  of  finally  fashioning 
ice  out  of  seemingly  endless  wars, 
rrue,  Baker  found  that  the  U.  S.  has 
med  considerable  leverage  throughout 
■  Middle  East.  Iraq,  Israel's  top  mili- 
y  threat,  is  vanquished,  while  Pales- 
e  Liberation  Organization  chief 
sser  Arafat  is  likely  to  be  less  of  an 
stacle  because  he  is  in  disgrace  among 
i  Arab  states  with  clout.  Most  impor- 
it,  the  war  against  Saddam  Hussein 
5  greatly  boosted  U.  S.  credibility  with 
;h  Israel  and  the  Arabs.  "The  window 
opportunity,"  says  Ali  Johany,  a  lead- 
;  Saudi  economist,  "is  now  in  fact  a 
her  large,  open  gate." 
Baker  seized  the  opportunity  with  a 
/el  two-track  approach,  which  Ameri- 
s  Arab  allies  have  accepted  in  princi- 
.  Baker  would  like  to  see  Israel  and 
ab  neighbors  such  as  Syria,  Saudi 
abia,  and  Jordan  begin  steps  toward 
*malization  of  relations  at  the  same 
le  as  the  Jewish  state  and  Palestin- 
s  separately  sort  out  their  grievances. 
Baker's  ability  to  capitalize  on  Ameri- 
s  new  prestige  in  the  region  was  dra- 
tically  evident  in  Riyadh,  Saudi  Ara- 
,  the  first  stop  on  his  mission.  In 
etings  with  officials  from  Egypt,  Syr- 
and  the  six  states  of  the  Gulf  Cooper- 
an  Council,  Baker  set  the  seal  on  an 
ance  linking  the  U.  S.  and  the  victori- 
3  core  of  the  Arab  world. 
LONGER  hand.  Those  accomplishments 
;  only  the  most  preliminary  steps  on 
s  road  to  peace,  however.  Baker  is 
eady  disappointed  that  Arab  allies — 
•ticularly  Kuwait  and  Saudi  Arabia — 
not  reward  the  American  war  effort 
publicly  signing  on  to  a  normalization 
>cess  with  Israel.  Instead,  when  Sau- 
\merican  talks  turned  to  Israel,  the 
udis,  showing  continued  sensitivity,  in- 
ted  that  only  Baker,  King  Fahd,  and 
o  of  his  brothers  be  present. 
Baker  also  received  little  immediate 


satisfaction  during  his  meetings  with 
Palestinians  and  Israelis.  The  Palestin- 
ians laughed  off  his  advice  that  they 
shed  Arafat  and  deal  directly  with  Isra- 
el. Baker  also  failed  to  win  Israeli  Prime 
Minister  Yitzhak  Shamir's  agreement  to 
begin  wooing  the  Palestinians  in  the  oc- 
cupied territories  by  easing  tough  secu- 
rity and  economic  restrictions. 

But  Baker's  trip,  which  was  clearly 
exploratory,  hasn't  been  a  major  disap- 
pointment. "It's  significant  and  positive 
that  none  of  the  parties  closed  any 


ment  has  got  to  blink  and  accept"  land 
for  peace,  says  one  U.  S.  official. 

There  are  signs  of  moderation  in  Isra- 
el— even  within  the  hardline,  ruling  Li- 
kud party.  While  Iraqi  Scuds  were  rain- 
ing on  Israel  last  month,  Foreign 
Minister  David  Levy  announced  in  the 
Knesset  that  he  would  even  be  willing  to 
negotiate  with  the  West  Bank  Palestin- 
ians, who  stood  on  rooftops  cheering  the 
Iraqi  attack.  Says  one  Israeli  diplomat: 
"The  fact  Levy  wasn't  lynched  outright 
is  encouraging." 

'BIG  uncle.'  Meanwhile,  the  PLO,  not 
wanting  to  be  left  out,  is  scrambling  for 
an  entree  into  the  U.  S.  efforts.  On  Mar. 
13,  Bassam  Abu  Sharif,  a  PLO  official 
who  has  floated  trial  balloons  for  Ara- 
fat, made  conciliatory  comments  about 
the  borders  of  an  eventual  Palestinian 
state  and  the  composition  of  a  Palestin- 
ian negotiating  team — but  then  backed 
away  from  that  position.  A  Jordanian- 


Although  Shamir  wouldn't  agree  to 
Baker's  proposal  to  ease  restrictions 
in  the  occupied  territories,  moderate 
sentiment  is  growing  in  Israel 


doors,"  says  A.  Richard  Norton,  a  Mid- 
dle East  specialist  at  the  International 
Peace  Academy  in  New  York. 

U.  S.  officials  feel  they  have  strength- 
ened their  hand  with  Israel.  In  the  com- 
ing years,  the  tiny  nation  will  need  plen- 
ty of  economic  support  for  resettling 
hundreds  of  thousands  of  Soviet  Jews. 
In  addition,  the  U.  N.-sanctioned  battle 
against  Iraq  gives  new  force  to  Security 
Council  Resolution  242,  with  its  territo- 
ry-for-peace  formula.  "By  God,  sooner 
or  later,  someone  in  the  Israeli  govern- 


Palestinian  delegation  is  possible,  de- 
spite King  Hussein's  sympathy  for  Iraq. 

Although  Baker  is  going  slow,  stress- 
ing that  the  U.  S.  is  not  out  to  impose 
solutions,  many  Middle  Easterners  be- 
lieve that  a  new  American  activism  is 
the  main  hope  for  a  breakthrough.  "The 
U.  S.  is  now  big  uncle  in  the  region," 
says  a  prominent  Saudi  businessman, 
"and  it's  going  to  have  to  force  us  and 
the  Israelis  to  come  to  terms." 

The  White  House  says  Bush  plans  to 
visit  the  region  soon.  He  has  set  up 
meetings  with  European  leaders  to  build 
a  common  approach  to  the  Arab-Israeli 
problem.  A  grand  coalition  dislodged 
Saddam  from  Kuwait.  Now,  it  may  be 
used  to  crack  an  even  tougher  nut. 

By  John  Rossant  in  Riyadh,  with  Amy 
Borrus  in  Washington  and  Neal  Sandler 
in  Jerusalem 
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AIRLINES  I 


SAM  SKINNER'S  GAME 
OF  DARWI  N-l  N-THE-SKY 


The  new  air  treaty  heats  up  competition  on  both  sides  of  the  Atlantic 


Transportation  Secretary  Samuel  K. 
Skinner  has  been  nothing  if  not 
consistent  through  eight  months  of 
unprecedented  turmoil  in  the  U.  S.  air- 
line industry.  Amid  myriad  protests  that 
the  airlines  are  collapsing  into  an  uncom- 
petitive oligopoly,  his  response  has  been 
stubborn:  Let  America's  strongest  air- 
lines get  stronger,  but  open  U.  S.  skies 
to  more  foreign  competition. 

It's  no  surprise,  then,  that  the  new  air 
treaty  with  Britain  hews  closely  to  this 
free-market  vision.  Skinner's  primary 
goal  during  weeks  of  contentious  negoti- 
ations was  to  ensure  that  America's 
strongest  carriers,  American  and  United, 
be  allowed  to  replace  two  of  its  weakest, 
Pan  Am  and  TWA,  on  routes  between  the 
U.S.  and  London's  Heathrow  Airport. 
For  that,  he  was  willing  to  grant  British 
carriers  vastly  expanded  potential  to  de- 
velop U.  S.  service — with  the  promise 
that  talks  will  continue  this  summer  for 
an  even  more  liberal  pact. 

A  byproduct  of  the  new  treaty  is  that 


it  allows  Pan  American  World  Airways 
Inc.  and  Trans  World  Airways  Inc.  to 
complete  the  sale  of  their  London 
routes,  giving  them  cash  to  survive  a 
while  longer.  Their  survival  matters  be- 
cause it  preserves  their  assets  for  sale 
to  stronger  carriers.  But  Skinner's  im- 
perative was  not  keeping  Pan  Am  and 
twa  alive,  it  was  allowing  United  and 
American  to  thrive.  U.  S.  strength  in 
London  is  what  counts. 

Skinner  got  what  he  wanted.  British 
Airways  Ltd.  long  has  enjoyed  unchal- 
lenged dominance  at  Heathrow,  which 
has  led  to  its  407'  share  of  travel  be- 
tween the  U.  S.  and  Britain  (table).  De- 
spite big  names  and  storied  pasts,  severe 
financial  problems  at  Pan  Am  and  TWA 
have  hampered  their  effectiveness.  Oth- 
er carriers,  U.  S.  and  otherwise,  simply 
have  been  denied  access  to  Heathrow. 

The  deal  will  pit  BA  against  America's 
best — and  add  a  new  British  competitor: 
Virgin  Atlantic  Airways  Ltd.  Virgin  re- 
ceived rights  to  fly  to  four  new  U.  S. 


THE 
BATTLE  OF 
BRITAIN 

Share  of  passengers  between  the 
U.S.  and  Britain 

BRITISH  AIRWAYS 

40% 

PAN  AM 

15% 

TWA 

14% 

VIRGIN  ATLANTIC 

8% 

NORTHWEST 

6% 

AMERICAN 

5% 

'Summer  1990;  Pan  Am  and  TWA's 
routes  to  Heathrow  are  set  to  be  sold 
to  United  and  American,  respectively 
DATA:  BW 


cities  from  Heathrow.  The  U.  S.  carrier; 
with  huge  domestic  networks  to  fee 
passengers  onto  the  London  routes,  wi 
be  formidable  competitors.  Virgin,  whic 
now  flies  only  from  London's  Gatwic 
Airport,  will  turn  up  the  heat  with  it 
roomy  planes  and  clever  ads. 

Since  Heathrow's  longer  runways  wi 
allow  Virgin  to  carry  more  freight,  it' 
already  dropping  fares  15%  on  U.  i 
flights.  United  Air  Lines  Inc.  and  Amer 
can  Airlines  Inc.  are  also  likely  to  ct 
fares  to  build  business.  BA  Chairma 
Lord  King  complained  that  the  agrei 
ment  will  damage  his  carrier's  earning: 
But  Virgin  Chairman  Richard  Branson- 
better  known  as  the  flamboyant  create 
of  rock-'n'-roll  label  Virgin  Record 
Ltd. — sees  it  this  way:  "BA  controlle 
90%  of  the  British  traffic  out  of  Heatl 
row.  This  was  the  time  to  break  thi 
monopoly  up." 

'DUOPOLY'?  U.  S.  officials  may  try  to  ii 
crease  competition  to  London  even  mor 
by  pressuring  American  to  give  up 
couple  of  its  twa  routes  to  rival  Delt 
Air  Lines  Inc.,  another  strong  playe 
American's  deal  with  twa  has  yet  to  b 
approved  by  the  Transportation  Dept 
and  Delta  has  protested  that  a  "duopi 
ly"  is  developing  among  U.  S.  carriers  t 
London.  Transportation  sources  say  th 
Atlanta  carrier  may  have  a  shot  at  ge 
ting  TWA's  Los  Angeles-London  routt 
But  Delta  would  have  to  fly  to  Gatwicl 
since  the  new  treaty  allows  only  tw 
U.  S.  carriers  at  Heathrow. 

Considering  the  U.  S.  only  asked  t 
switch  carriers,  the  British  got  plenty  i 
return.  For  now,  BA  will  be  allowed  e: 
tensive  rights  to  pick  up  passengers  i 
the  U.  S.  and  carry  them  to  destination 
in  Asia,  Australia,  Mexico,  and  Sout 
America.  British  carriers  were  also  gi1 
en  rights  to  fly  directly  between  th 
U.  S.  and  various  European  destination: 
BA  will  still  need  the  0.  K.  from  thos 
countries.  But  the  pact  creates  a  lot  c 
potential. 

The  political  test  for  Skinner's  fre< 
market  credo  is  likely  to  come  this  sun 
mer,  when  he  promises  to  open  talk 
with  the  British  aimed  at  liberalizing  fo: 
eign  investment  rules  and  prohibition 
against  foreign  carriers  flying  domesti 
routes.  BA  makes  no  secret  of  its  desir 
to  invest  in  a  U.  S.  carrier  and  to  carr 
passengers  between  U.  S.  cities. 

Congress  and  U.  S.  labor  unions  ar 
likely  to  challenge  such  measures.  The 
want  competition  but  not  foreign  cha 
lenges  that  they  say  could  compromis 
national  security  or  jobs.  "Congress  wi 
fight  this,"  says  a  senior  aviation  con 
mittee  staffer.  But  Skinner  keeps  han£ 
ing  tough.  The  battle  could  be  a  doozy 

By  Michael  Oneal  in  New  York  and  Set 
Payne  in  Washington,  with  bureau  report 
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It's  a  whole  new  deal  for  American  business.  Lanier 
gives  you  the  right  to  a  free  replacement  copier  if  you 
decide  your  new  Lanier  copier  is  not  performing  to 
your  satisfaction.  Plus  we  guarantee  it  to  be  up  and 
running  98%  of  the  time.  You're  guaranteed  a  loaner  if 
your  system  is  down  more  than  8  hours.  And  you're 
guaranteed  a  24-hour  toll-free  Hot  Line  for  any 


questions  you  might  have  after-hours.  So  for  more 
productivity  call  1  -800-852-2679.  And  get  all  the 

details  on  the  latest  American  document  to  guarantee 
freedom:  The  new  Lanier  Performance  Promise. 


pply  See  your  Lanier  Copier  Representative  for  full  details 
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Dayton,  Ohio  45401  or  Fax  to:  (513)  252-9703 
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MICROSOFT  MAY  HAVE 
MACRO  WORRIES 


An  Apple  lawsuit  just  got  stronger,  and  the  FTC  has  questions,  too 


U 


ntiJ  March,  Mi- 
crosoft w  as  real- 
ly enjoying  1991. 
Us  latest  graphic  pro- 
gram, Windows  :5.0, 
was  a  megabit,  propel- 
ling the  stock  to  an  all- 
time  high  of  113.  Then 
came  the  lawyers.  On 
Mar.  12,  the  company 
confirmed  rumors  that 
the  Federal  Trade  Com- 
mission is  investigating 
it  for  anticompetitive 
practices.  The  admis- 
sion came  a  week  after  a  federal  judge 
declined  to  dismiss  Apple  Computer 
Inc.'s  copyright  suit  against  the  soft- 
ware powerhouse.  It's  no  wonder  that 
by  Mar.  13,  Microsoft  Corp.'s  stock  had 
plunged  to  100  Vq,  down  11'-  from  its 
early  March  high. 


GATES:  THE  FTC  PROBE  IS  LIMITED 


PaineWebber  Inc.  an- 
alyst Robert  M.  Ther- 
rien  thinks  the  Apple 
suit  could  cost  Micro- 
soft up  to  $750  million 
in  damages.  The  PTC  in- 
vestigation could  do  far- 
greater  damage:  In  the 
worst  case,  the  govern- 
ment could  force  a 
breakup  of  Microsoft. 

Chairman  William  H. 
Gates  III  counters  such 
speculation  by  saying 
that  the  FTC  investiga- 
tion is  limited  to  one  narrow,  largely 
technical  issue  concerning  the  competi- 
tion, or  lack  thereof,  between  Microsoft 
and  IBM.  If  that  is  so,  few  believe  the 
investigation  will  amount  to  anything. 
(For  its  part,  the  FTC  won't  even  confirm 
that  it's  investigating  either  company.) 


The  question  is  whether  the  inquiry  is 
really  so  limited. 

A  wider  examination  of  Microsof 
could  rock  the  entire  software  industry 
Competitors  have  long  argued  that  Mi 
crosoft's  inside  knowledge  of  its  own  op 
erating-systems  business  gives  its  appli 
cations  programmers  an  insurmountabl< 
competitive  edge.  In  theory,  the  FT( 
could  conclude  that  the  only  remedj 
would  be  to  split  Microsoft  into  two  com 
panies:  one  for  operating  systems,  th< 
other  for  applications. 

Most  Wall  Street  observers  are  mor< 
concerned  about  the  Apple  suit,  whicl 
alleges  that  Windows  violates  Appl< 
copyrights  on  the  operating  system  fo: 
its  Macintosh  line.  Apple  won  a  partia 
victory  on  Mar.  6,  when  Judge  Vaughi 
R.  Walker  refused  to  invalidate  Apple': 
copyright.  But  he  also  decided  to  exam 
ine  10  Windows  features  that  allegedl; 
violate  the  copyright  rather  than  judginj 
the  "total  concept  and  feel"  of  the  pro 
grams.  Legal  observers  think  it  will  bi 
easier  for  Microsoft  to  defend  one  fea 
ture  at  a  time  than  the  overall  look. 

It's  too  soon  to  say  how  the  legal  trou 
bles  will  affect  Microsoft.  But  to  Wal 
Street,  there  are  few  things  worse  thai 
unanswered  questions. 

By  Richard  Brandt  in  San  Francisd 


MEDIA  I 


CLEVER,  THOSE 
CABLE  COMPAHIES 


They're  already  acting  to  counter 
the  FCC's  new  rate-control  plan 


■  n  the  seven  years  since  Congress  de- 
I  regulated  the  cable-television  indus- 
H  try,  local  governments  and  consum- 
ers have  watched  helplessly  as  cable 
operators  charged  ever-higher  fees  for 
such  must-see  programs  as  Bass  Fisli- 
ing  Bonanza  and  You  and  Your  Wok. 
Now,  Washington  is  about  to  give  local- 
ities new  power  to  regulate  rates.  But 
the  operators  have  already  found  a  neat 
way  to  beat  the  system. 

In  May,  the  Federal  Communications 
Commission  is  expected  to  give  local 
governments  more  say  on  rate  hikes. 
Under  the  1984  Cable  Act,  governments 
can  control  rates  only  where  "effective 
competition"  from  over-the-air  channels 
doesn't  exist.  Under  that  standard,  all 
but  about  37<  of  the  nation's  9,500  cable 
systems  are  exempt  from  oversight.  The 
FCC  plans  to  tighten  the  definition  of  "ef- 
fective competition"  to  allow  far  more 
local  rate  regulation. 

But  there's  a  catch.  The  Cable  Act 


covers  only  basic  service,  which  it  de- 
fines as  any  service  that  includes  broad- 
cast channels.  Until  now,  most  cable 
companies'  basic  service  has  included 
such  nonbroadcast  channels  as  ESPN,  the 
popular  sports  channel,  and  Cable  News 
Network.  But  now,  operators  around  the 
country  are  "re-tiering"  their  offerings 
to  exclude  some  of  the  most  popular 
channels  from  the  base  package  (table). 
rock  bottom.  Consider  New  York  City. 
On  Mar.  1,  Manhattan's  two  cable  sys- 
tems, Paragon  Cable  Manhattan  and 
Manhattan  Cable  Television,  cut  their 
minimum  monthly  charge  from  $18.95  to 
$14.95.  But  the  lower  rate  excludes  such 
popular  offerings 
as  ESPN,  CNN,  and 
MTV.  To  get  those 
and  other  cable- 
only  channels,  you 
pay  an  extra  $4. 
Your  addition's 
right:  Initially,  the 
combined  cost  for 
what  used  to  be  ba- 
sic service  is  un- 
changed. But  the 
new  FCC  rules 
won't  permit  New 
York  to  block  any 
hikes  in  the  $4  sur- 
charge later  on. 

The  cable  indus- 
try says  re-tiering 


has  little,  if  anything,  to  do  with  prici 
controls.  Decker  Anstrom,  executivi 
vice-president  of  the  National  Cabli 
Television  Assn.,  says  the  industry  i: 
trying  to  offer  consumers  more  options 
including  a  rock-bottom  package  for  low 
income  viewers.  Counters  William  F 
Squadron,  New  York  City's  commission 
er  of  telecommunications  and  energy 
"This  is  not  about  helping  consumers 
This  is  about  making  more  money." 

Squadron  probably  lias  a  point.  Bu 
unless  Congress  acts,  cal)le  operator! 
will  be  happy  to  slip  through  the  gapinj 
hole  they've  found  in  the  Cable  Act. 

By  Mark  Lewyn  in  Washingtot 


THE  PRICE  IS  THE  SAME — FOR  NOW 


BEFORE* 


AFTER 


CABLEVISION 
OF 

MEMPHIS 

32  CHANNEfS 
FOR  $17.50 

1 1 -CHANNEL  'BASIC  SERVICE' 
FOR  $12.50 

21  ADDITIONAL  CHANNELS 
FOR  $5  MORE 

CAPITOL 
CABLEVISION 
OF  JACKSON, 
MISS. 

36  CHANNELS 
FOR  $17.50 

1 1  -CHANNEL  'BASIC  SERVICE' 
FOR  $10.50 

25  ADDITIONAL  CHANNELS 
FOR  $6  MORE 

'UNREGULATED 


□  SUBJECT  TO  RATE  REGULATION  □  EXEMPT  FROM  RATE  REGULATION 
DATA:  AMERICAN  TELEVISION  S  COMMUNICATIONS  CORP. 
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Lincoln  owners 
have  more  money. 

ThAT'S  BECAUSE  THEY'RE  NOT  PAYING  the  warranty  deductibles  other  car  owners  pay.  Lincoln's  guarantee  is  simple. 
No-deductible  bumper-to-bumper  coverage  for  four  years  or  50,000  miles.  Ask  your  dealer  for  a  copy  of  this  limited  warranty.  The 
warranty  is  just  another  benefit  of  the  new  Lincoln  Commitment,  a  program  that  includes  24-hour  roadside  assistance  (with  absolutely 
no  charge  during  the  first  year)  and  a  free  loaner  car  (or  rental  car  allowance  if  loaner  is  unavailable)  for  overnight  warranty  work. 
The  Lincoln  Commitment.  Standard  with  every  1991  Lincoln.  It's  what  luxury  car  ownership  should  be. 


The  Lincoln  Com  mi  t  m  e  n  t 

Lincoln  What  a  luxury  car  should  be. 

LINCOLN-MERCURY  DIVISION  C3S>    lacklt  Up-To|(th«r  Wl  Cm  Si«  Lira. 
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SEMICONDUCTORS  I 


THE  SILICON  VALLEY  ORCHESTRA 
IS  PLAYING  IN  TUNE 


Incredibly,  over  40  companies  may  share  designs  and  standards 


The  meeting  was  a  bear  to  set  up. 
But  Robert  C.  Miller  lured  50  of 
the  computer  industry's  most  influ- 
ential executives  to  Silicon  Valley  in  ear- 
ly January  for  a  hush-hush  pow-wow  af- 
ter hours.  His  goal  was  to  get  them  to 
agree  on  a  software  standard  for  the 
machines  they  are  building  around  the 
chip  sold  by  his  MIPS 
Computer  Systems  Inc. 

Once  everyone  was 
there,  the  meeting  took 
a  startling  turn.  Miller, 
MIPS'  chief  executive, 
relinquished  the  podium 
to  executives  from  com- 
puter companies  Com- 
paq and  Digital  Equip- 
ment and  software 
developers  Microsoft 
and  Santa  Cruz  Opera- 
tion. They  outlined  a 
proposal  for  a  blueprint 
that  would  detail  how 
speedy  i;isi '-based  com- 
puters— from  laptops  to 
mainframes — should  be 
built. 

Their  plan,  meant  to 
create  a  standard  for 
the  RISC  (reduced  in- 
struction-set computing) 
market  that  mimics  the 
IBM-compatible  stan- 
dard in  personal  com- 
puters, seemed  nearly 


PICK  A  UNIX, 
ANY  UNIX 


BACKERS  OF  AT&T'S  UNIX 

PYRAMID  TECHNOLOGY 

SIEMENS  NIXDORF 
SONY 

TANDEM  COMPUTERS 

BACKERS  OF  OPEN  SOFTWARE 
FOUNDATION'S  UNIX 

COMPAQ  COMPUTER 

DIGITAL  EQUIPMENT 
GROUPE  BULL 
OLIVETTI 
PRIME  COMPUTER 
SANTA  CRUZ  OPERATION 
SILICON  GRAPHICS 


impossible:  The  computer  industry  is 
highly  discordant,  and  many  attendees 
are  arch-rivals. 

It  looks  as  if  they've  done  the  impossi- 
ble. On  Apr.  9,  the  group  will  unveil  its 
new  design  in  New  York.  The  coalition 
now  includes  international  heavyweights 
such  as  Olivetti  and  Groupe  Bull.  And 
nearly  40  other  giants, 
including  Sony,  Sie- 
mens, and  NEC,  are  ex- 
pected to  sign  on. 

The  agreement  could 
provide  benefits  to  all 
concerned.  Little  MIPS, 
with  annual  revenues  of 
$152  million,  could  be 
the  biggest  beneficiary, 
as  a  host  of  computer 
makers  commit  to  using 
its  chips  in  their  ma- 
chines. A  coalition  gives 
MIPS  the  power  to  fight 
Sun  Microsystems  Inc., 
which  markets  the 
Sparc  RISC  chip  through 
its  own  international 
consortium.  And  the 
presence  of  so  many 
computer  makers  in  the 
MIPS  coalition  should  en- 
courage software  writ- 
ers to  provide  off-the- 
shelf  products  for  the 
new  system. 

None  of  the  partici- 


DATA  BW 


pants  in  the  January  meeting  will  public 
ly  confirm  its  details,  although  Compa 
CEO  Eckhard  Pfeiffer  says  there  is  a 
effort  under  way  to  "create  a  standar 
in  the  RISC  environment."  Compaq,  i 
•fact,  is  serious  enough  about  the  whol 
idea  that  it  is  expected  to  soon  take  a 
equity  stake  in  one  of  the  MIPS  grou 
founders,  workstation  maker  Silico 
Graphics  Inc.  The  deal  is  intended  t 
help  Compaq  get  its  first  RISC-based  PC 
ready  in  18  months. 
critical  volume.  The  MIPS  group  men 
bers  who  talked  privately  say  their  stai 
dardization  effort  will  put  a  stop  to  th 
massive  inroads  that  Sun  and  IBM  hav 
made  in  the  RISC  market.  Machines  bui 
around  Sun's  Sparc  chip  account  for 
remarkable  69%  of  the  $4.2  billion  ma: 
ket  for  RISC  workstations,  says  markc 
researcher  Dataquest  Inc.  And  IBIV 
which  didn't  even  ship  a  RISC-based  m; 
chine  until  last  June,  sold  $1  billio 
worth  of  the  computers  with  its  ow 
chip  in  the  second  half  of  1990. 

Long-term,  the  coalition  even  hopes  t 
wrest  a  share  of  the  PC  market  froi 
Intel  Cor}).  That  charge  will  be  led  b 
Compaq  and  Olivetti,  which  so  far  hav 
used  Intel  chips.  "Compaq's  participatio 
promises  future  sales  in  the  millions, 
says  an  executive  involved  in  the  grouj 
Volume  is  critical  to  wooing  softwar 
producers.  In  1990,  only  31,460  machine 
using  the  mips  RISC  chip  were  sold. 

Still,  the  plan  may  be  something  of 
long  shot.  For  one  thing,  there  are  a 
ready  some  2,000  software  package 
that  work  with  Sparc-based  machine; 
and  IBM  says  it  has  some  3,000.  Fewe 
than  1,000  packages  are  available  fc 
computers  using  the  MIPS  chip.  "Thes 
companies  have  a  multiyear  transition  i 
hardware  and  a  nightmare  in  software, 
says  William  V.  Keating,  Sun's  directc 
of  corporate  technology  and  marketing 
On  top  of  that,  previous  attempts  to  lej 
islate  computer  standards  have  faile 
miserably.  Many  MIPS  group  member; 
for  instance,  also  belong  to  the  Ope 
Software  Foundation  (OSF),  which  ha 
had  trouble  coalescing  on  a  commo 
Unix  operating  system. 

Indeed,  there's  still  some  contentio 
about  the  software  standard  issue  tha 
spawned  the  January  meeting.  Siemens 
Sony,  and  NEC  are  among  a  handful  c 
companies  resisting  the  MIPS  group' 
plan  to  eventually  use  osf's  upcomin 
Unix.  They're  committed  instead  t 
American  Telephone  &  Telegraph  Co.' 
version  (table),  mips  group  members  ar 
working  on  the  holdouts.  Anyway,  the 
say,  for  the  computer  industry,  this  is  a 
close  to  consensus  as  it  gets. 

By  Gary  McWilliams  in  Bostor 
with  Robert  D.  Hof  in  San  Francisco  an 
bureau  reports 
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Some  companies  wake  up 
earlier  than  others. 


It  may  not  be  the  eleventh  hour.  But  if  you're  trying  to  confront 
the  explosive  growth  of  health  care  costs,  it's  getting  late. 

The  problem  wasn't  created  overnight.  And  it  won't  be  solved 
overnight.  But  the  earlier  you  attack  it,  the  sooner  you  can  expect  to 

see  positive  results. 

By  combining  our 
resources  with  those  of 
EQUICOR,  we  have 
created  the  nation's 
leading  employee  life 
and  health  benefits 
company. 

And  one  of  the  most 
extensive  managed 
I  health  care  networks  in 
the  industry. 

We  can  provide  a 
menu  of  products  and 
services  that  can  help 
contain  costs,  maintain 
quality  care  and  ensure 
employee  satisfaction. 
In  health  care,  dental  care  and  life  and  disability  plans,  as  well. 

Of  course,  we'll  be  bigger.  But  more  important,  as  we  complete 
our  integration,  we'll  be  better.  After  all,  we're  working  with  a  group 
of  people  who  are  used  to  waking  up  just  as  early  as  we  are. 

See  one  of  our  local  representatives  or  fax  Bob  O'Brien,  President, 
CIGNA  Employee  Benefits  Companies:  215-523-7915. 


We  get  paid  for  resultsT 


_ 
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MEDIA  I 


CAN  ROBERT  MAXWELL 
AFFORD  HIS  NEW  'PET'? 


The  Daily  News  may  be  a  millstone  for  a  publisher  already  deep  in  debt 


R 


obert  Maxwell  couldn't  have 
scripted  it  better  himself.  Late  on 
Mar.  11,  the  flamboyant  British 
media  baron  faced  a  throng  of  reporters 
in  the  lobby  of  his  Manhattan  headquar- 
ters. He  told  them  that  after  four  days 
of  round-the-clock  talks,  he  was  close  to 
a  deal  with  the  striking  unions  of  the 
New  York  Daily  News.  Asked  how  he 
would  revive  the  ailing  tabloid,  Maxwell 
replied:  "If  you're  selling  a  rabbit  skin, 
never  discuss  it  until  you've  caught  the 
rabbit."  The  remark  prompted 
roars,  and  as  he  strode  back  to 
the  elevators  to  resume  the 
talks,  News  workers  began 
chanting:  "God  save  the  Queen." 

Maxwell  hasn't  caught  his  rab- 
bit yet.  But  after  winning  a  pact 
with  the  News's  10  unions  on 
Mar.  12,  he's  within  a  hop  or  two. 
If  he  can  clinch  his  deal  with 
News  owner  Tribune  Co.  by  Mar. 
15,  he  will  become  the  second 
foreign  publisher  to  take  on  a 
fabled  New  York  City  newspa- 
per. In  l!)7(i,  Rupert  Murdoch 
bought  the  New  York  Post,  sell- 
ing out  in  1988.  Maxwell  also 
faces  the  tough  task  of  making 
money  in  a  dying  tabloid  market. 
And  the  67 -year-old  entrepreneur 
may  not  be  in  the  best  financial 
shape  to  pull  it  off:  A  business 
WEEK  investigation  indicates  that 
Maxwell's  finances  are  parlous. 
cash  scramble.  Like  Murdoch,  Maxwell 
lias  borrowed  his  way  to  a  global  em- 
pire. The  News  acquisition  actually  looks 
puny  next  to  Maxwell's  $2.(1  billion  pur- 
chase of  book  publisher  Macmillan  Inc. 
in  1988.  Tribune  will  pay  him  about  $60 
million  to  assume  the  liability  of  employ- 
ment contracts  for  the  paper's  workers. 
Analysts  say  those  obligations  could 
total'  8100  million.  In  1990,  the  News 
lost  -SI  14  million,  and  by  now,  the  strike 


has  driven  almost  all  advertisers  away. 

What's  more,  Maxwell  may  already  be 
on  thin  ice.  His  network  of  public  and 
private  companies  is  at  least  $4.6  billion 
in  debt  (table).  Of  that  amount,  $3  billion 
is  borne  by  publicly  held  Maxwell  Com- 
munication Corp.,  whose  holdings  in- 
clude Macmillan.  But  documents  ob- 
tained by  BUSINESS  WEEK  show  that  at 
least  $1.5  billion  more  is  owed  by  Max- 
well's private  entities,  which  have  bor- 
rowed against  much  of  their  assets. 


MAXWELL  MUST  MAKE  MONEY  IN  A  DYING  TABLOID  MARKET 


Maxwell  did  not  respond  to  a  written 
request  for  comment. 

Maxwell  dug  himself  into  this  hole 
mostly  with  his  brash  acquisition  of 
Macmillan.  Ever  since.  Maxwell  Commu- 
nication has  been  scrambling  to  raise 
cash  by  selling  assets.  Securities  ana- 
lysts say  the  company's  assets  are  top- 
notch,  but  Maxwell  paid  more  than  30 
times  earnings  for  some  of  them.  That 
has  saddled  the  company  with  a  hefty 
debt-to-equity  ratio  of  1.3  to  1. 


Maxwell  Communication  also  has 
spotty  profit  record,  with  per-share  earr 
ings  down  277'  from  their  1986  peal 
Moody's  Investors  Services  Ltd.  figure 
cash  flow  from  operations  won't  b 
enough  to  service  the  debt  and  has  rate- 
the  company's  debt  at  junk-bond  levels 
Yet  several  of  Maxwell's  private  invesl 
ment  vehicles  borrow  extensively  an 
use  their  shares  in  Maxwell  CommunicE 
tion  as  security.  Bankers  call  this  ai 
rangement  "pig  on  pork." 
secret  trust.  Documents  reveal  that  a 
least  a  third  of  Maxwell's  stake  in  Ma> 
well  Communication  has  been  pledged  a 
collateral  for  loans.  It's  impossible  to  d< 
termine  the  exact  percentage,  since  mos 
of  Maxwell's  shares  are  held  in  a  secre 
Liechtenstein  trust.  But  borrowing  o 
shares  is  risky,  particularly  when  th 
stock  price  has  fallen  30%  since  198£ 
Such  a  drop  obliges  Maxwell  to  put  u 
more  shares  as  collateral.  Stil 
his  bankers  claim  they  aren' 
worried.  Says  one:  "We  feel  w 
know  enough  about  the  situatio 
to  be  comfortable." 

There  are  signs  that  Maxwe 
is  now  trying  to  raise  some  cas' 
for  his  private  companies  as  wel 
Pergamon  agb,  a  TV-rating 
group,  may  be  for  sale  and  coul 
fetch  $200  million.  Maxwell  i 
also  selling  off  his  TV  interests 
His  most  significant  move  is 
planned  public  offering  of  profil 
able  Mirror  Group  Newspaper 
Ltd.  One  adviser  predicts  he  wi* 
also  retire  from  Maxwell  Coir 
munication.  Former  aides  sa; 
Maxwell  is  having  trouble  keer. 
ing  up  his  frenetic  pace.  And  hi 
departure  may  also  boost  tb 
company's  shares,  since  inves 
tors  are  wary  of  the  erratic  ty 
coon.  But  he  would  probably  remaii 
chairman  of  Mirror  Group. 

Maxwell  also  plans  to  take  persona 
command  of  the  News:  He  says  he  wil 
become  publisher  of  the  paper  he  call; 
his  "pet."  With  a  menagerie  as  debt 
burdened  as  Maxwell's,  employees  o 
the  News  may  still  have  to  wonder  i 
their  new  British  keeper  has  the  where 
withal  for  their  care  and  feeding. 

By  Mark  Maremont  in  London,  witi 
Mark  Landler  in  New  York 


MAXWELL'S  LEVERAGED  EMPIRE 

Debt  of  publishing  companies  and  investment  vehicles  controlled  by  Robert  Maxwell 


MAXWELL  COMMUNICATION  CORP. 

Publicly  held,  but  70%  owned  by  Max- 
well. Debt  is  60%  of  capital 


MAXWELL  PRIVATE  COMPANIES 

Includes  Headington  Investments  ttd. 
and  various  tiechtenstein  trusts 


MIRROR  GROUP  NEWSPAPERS  LTD. 

Privately  held,  but  a  $450  million  offering 
of  49%  is  planned  for  May 


$3  BILLION 


$1.3  BILLION 


minimum) 


$0.3  BILLION* 


DATA:  COMPANY  REPORTS.  BW  ESTIMATES 


TOTAL 

$4.6  BILLION 

*Estimates 
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Vfe  deliver  more  packages  overnight 
than  anyone  who  delivers  overnight. 


Every  evening,  hundreds  of  thousands  of  packages 
go  by  plane.  Millions  more  go  by  truck.  But  the  impor- 
tant thing  is  that  they  go  UPS. 

You  see,UPS  Next  Day  Air  now  offers  10:30  a.m. 
guaranteed  overnight  delivery  to  the  most  places  coast 
to  coast,  for  far  less  than  other  companies  charge! 

For  deliveries  closer  to  home,UPS  ground  service 
can  save  even  more.  Because  most  of  our  ground  ship- 


ments within  150  miles  arrive  the  next  business  day. 

No  other  delivery  company  has  the  reach— or  the 
reliability— to  offer  you  such  comprehensive  service. 
More  to  the  point,  no  one  else  offers  you  the  choice. 

So  if  you've  got  an  important  overnight  package 
to  send,  the  question  shouldn't  be  who  to  send  I  9fe 
it  with.  But  how  you'd  like  UPS  to  send  it.  IlinC 
We  run  the  tightest  ship  in  the  shipping  business! 


"Please  see  our  UPS  Air  Service  Guide  for  full  guarantee  details.  ©  1991  United  Parcel  Service  of  America,  Inc. 
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GOODYEAR'S  BAD  YEAR 
GETS  WORSE 


►  Goodyear  Tire  &  Rubber, 
which  is  losing  money  in  the 
depressed  tire  market,  took 
up  the  hatchet  again  on  Mar. 
13  after  slashing  its  dividend 
in  February.  This  time,  Chair- 
man Tom  Barrett  is  chopping 
1,100  salaried  employees — 
leading  to  a  $65  million  first- 
quarter  write-off.  The  latest 
cutback  in  salaried  staff 
brings  to  6,700  the  number 
sliced  since  early  1989. 

Barrett  is  also  easing  out 
the  head  of  tire  operations, 
Jacques  Sardas,  who  is  retir- 
ing at  age  60.  Tire  operations 
fell  victim  to  unrelenting  price 
wars  both  in  the  U.  S.  and 
overseas.  Hoyt  Wells,  former 
chief  of  Goodyear's  nontire 
businesses,  becomes  president 
of  the  entire  company. 


THE  SCALES  DESERVE 
A  BREAK  TODAY,  TOO 


►  McDonald's  wants  to  be 
leaner,  if  not  meaner.  The 
fast-food  giant  is  going  na- 
tional with  a  burger  that  is 
only  97'  fat  in  hopes  of  luring 
back  customers  turned  off  by 
fast  food's  unhealthy  image. 
The  sandwich,  which  has  been 
in  tests  since  November,  will 
sell  for  $1.79,  a  20$  premium 
over  a  regular  quarter-pound- 
er, which  has  twice  the  fat. 
"As  our  customers  change 
their  eating  habits,  McDon- 
ald's is  going  to  change  with 
them,"  says  Edward  Rensi, 
president  of  McDonald's  USA. 


RECRUIT  GETS  IN 
TROUBLE  IN  THE  U.S. 


►  The  federal  Equal  Employ- 
ment Opportunity  Commis- 
sion has  filed  a  discrimination 
suit  against  Interplace/Trans- 
world  Recruit,  a  stateside 
subsidiary  of  Recruit,  the  Jap- 
anese real  estate  and  person- 
nel-placement company.  In 
the  suit,  filed  on  Mar.  11  in 
San  Francisco,  the  EEOC 
charges  that  the  employment 


agency  used  an  elaborate  cod- 
ing system  to  indicate  employ- 
er preferences  for  workers  of 
a  particular  race,  national  ori- 
gin, sex,  or  age.  The  compa- 
ny, through  its  lawyer,  de- 
clined comment. 

According  to  the  EEOC, 
which  has  investigated  the 
case  for  two  years,  job  order 
forms  used  the  phrases  "Talk 
to  Mariko"  if  the  client  want- 
ed to  hire  only  a  Japanese  or 
"Talk  to  Mary"  if  the  client 
was  hiring  whites  only. 

Recruit  is  no  stranger  to 
scandal.  Charges  that  the 
company  bribed  Japanese 
government  officials  helped 
bring  down  Prime  Minister 
Noboru  Takeshita  in  1989. 


RIGGED  YEN  FUTURES? 
A  JURY  DISAGREES 


►  The  government's  claims  of 
rampant  fraud  in  Chicago's 
commodities-trading  pits  re- 
ceived a  major  blow  on  Mar. 
13  when  a  federal  jury  re- 
turned not-guilty  verdicts  on 
a  majority  of  counts  in  the 
trial  of  12  yen-futures  trad- 
ers. After  a  five-month  trial 
and  more  than  20  days  of  de- 
liberations, the  jury  returned 
not-guilty  verdicts  on  115 
counts  and  declared  itself 
deadlocked  on  80  counts  in 
the  indictment. 

Significantly,  no  verdicts 
were  returned  on  racketeer- 
ing charges  against  six  of  the 
traders.  The  government, 
which  had  hoped  the  yen  case 


IRONCLAD  GUARANTEES!  NO  TELLERS!  NO  FEES! 


Pssst — want  to  buy  -a  savings 
bank  for  $10,000,  or  less? 
Sounds  ridiculous,  even  when 
the  feds  are  peddling  thrifts  for 
peanuts.  But  it's  the  right  price 
for  some  900  mechanical  and 
still  banks — penny  or  piggy 
banks,  to  the  uninitiated — that 
the  Federal  Deposit  Insurance 
Corp.  unloaded  on  Mar.  13.  The 
government  acquired  them  when 
Seamen's  Bank  for  Savings  was 
declared  insolvent  in  April,  1990.  The  haul:  $716,045,  double  th 
presale  estimate,  according  to  auctioneer  Christie's. 

Real  banks  should  only  perform  as  well  as  many  of  the  casi 
iron  mechanical  whimsies,  some  over  100  years  old.  In  one, 
trapeze  artist  does  flips  for  coins:  A  penny  buys  one  turn; 
nickel,  two;  a  quarter,  three;  a  half-dollar,  six.  Other  specimen 
portray  boys  stealing  watermelons,  girls  skipping  rope,  horse 
racing.  Then  there's  an  Uncle  Sam,  who  takes  a  coin  in  hi 
right  arm,  drops  it  into  a  carpetbag — and,  naturally,  laughs. 


would  build  on  momentum 
from  the  convictions  of  30 
traders  from  three  other  Chi- 
cago futures  pits,  vowed  to 
retry  the  case. 


MORE  PRU-BACHE 
INVESTORS  FILE  SUIT 


►  The  name  may  have 
changed,  but  the  lawsuits 
keep  rolling  in.  Prudential  Se- 
curities, formerly  Prudential- 
Bache  Securities,  is  a  target 
of  a  $1.3  billion  civil  suit  filed 
in  federal  court  in  New  York 
on  Mar.  4.  The  complaint 
seeks  the  return  of  money  in- 
vested in  26  energy  income 
limited  partnerships  that  Pru- 


Bache  marketed  between  198 
and  1990.  Also  named  as  d( 
fendants  are  parent  Pruder 
tial  Insurance  and  Grahar 
Resources,  which  co-manage 
with  Prudential  Securities  th 
oil  and  natural  gas  propertie 
purchased  with  investo 
funds.  Prudential  will  contes 
the  charges;  Graham  decline 
to  comment. 

The  lawsuit  claims  that  o: 
fering  documents  overstate 
the  funds'  yields.  Pru-Bach 
has  already  been  named  i 
earlier  suits  seeking  mor 
than  $2  billion  in  damages  fo 
limited  partnerships  sold  dui 
ing  the  1980s. 


EXXON  MAKES  A  DEAL 
IN  THE  VALDEZ  CASE 


►  Two  years  after  one  of  it 
tankers  spilled  oil  into  Princ 
William  Sound,  Exxon  o 
Mar.  13  agreed  to  a  $1  billio 
settlement  of  state  and  fedei 
al  environmental  claim 
against  it.  Exxon  will  pa 
$900  million  in  civil  damage 
to  federal  and  state  trustee 
over  10  years  and  a  recor 
$100  million  fine  to  settl 
criminal  charges  brought  b 
the  Justice  Dept.  Proceeds  o 
the  fine  will  be  split,  with  $5 
million  going  into  the  U.  £ 
Treasury  and  the  other  hal 
going  to  Alaska.  I 
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Ym  have  an  assignment. 


Put  together  a 
weekly  sales  report  on 
everything  from  power 
mowers  to  miter  boxes. 
Cover  current  quotas 


vs.  planned  goals. 
Then  list  all  POS  data 


from  retailers  in  North  & 


Southeastern  regions. 


And  by  the  way,  it  has  to 
be  done  by  nooa 


Things  To 


Get  coffee  and  think  this  over. 

Collect  the  information  from 
everyone. 

Make  this  report  look  terrific. 

Microsoft  Excel 

Consolidate  regional  worksheets. 

Total  the  sales  report  and  then 
highlight  regional  sales. 

Summarize  results  to  produce  a 
topline  report. 

Create  my  graphs  and  tables. 
Microsoft  Word  for  Windows 

Get  POS  reports  from  Debbie. 

Open  up  weekly  sales  report  tem- 
plate and  start  writing. 

Use  the  outlining  feature  to  move 
forecasts  to  end  of  report. 

Get  table  from  Microsoft  Excel. 

Ask  Bob  to  copy  and  distribute. 

Meet  Donna  for  racquetball. 


Pi 


File     Options    Window  Help 


Ma 


File  Manager  Control  Panel  Print  M< 


Windows  Applications 


Miciosoft  Word 


Microsoft  Excel  3.0 


PowerPoint         Microsoft  Project  1 


The  Windows  environment  and  Microsoft* 
Windows  applications  are  great  liberators. 
They  let  yon  do  your  everyday  work  faster  and 
more  easily. 

The  Windows  environment  lets  you  work 
with  several  different  applications  atone  time. 
So  you  don't  have  the  tedious  task  of  switching 
applications  when  you  cliange  gears. 


The  Windows  environment  and  Microsoft 
Windows  applications  are  easy  to  learn  and 
use.  That  means  you  can  get  up  to  speed  and 
be  more  productive  quickly. 


First  of  all,  how  you  finish  ( 





pboard 


Windows  Setup 


let 

Color 


The  menu  bar  makes  commands  easy  to 
find.  And  they're  in  a  logical  order.  This  same 
kind  of  structure  is  common  to  all  our  Windows 
applications,  so  when  you've  learned  one,  you're 
well  on  the  way  to  learning  the  rest. 


4  LAKE  4 

£$SONS 

HARDWARE  DISTRIBUTORS 


9:00 


Our  Windows  applications  make  it  very 
easy  to  combine  information  from  different 
applications. 


Microsoft  Windows. 


The  Windows  environment  is  just  the  first 
step.  Now  take  advantage  of  our  Windo  ws  ap- 
plications and  experience  a  new  way  of  work- 
ing with  your  PC. 


9:00 


aids  on  how  you  start 


Things  To  Do 

Microsoft  Excel 

Consolidate  regional  worksheets. 

Total  the  sales  report  and  then 
highlight  regional  sales. 

Summarize  results  to  produce  a 
topline  report. 

Create  my  graphs  and  tables. 
.1  Ho  vsu  ft  Word,  fo) '  1 I 1)  ido 1 1 's 

Get  POS  reports  from  Debbie. 

Open  up  weekly  sales  report  tem- 
plate and  start  writing. 

Use  the  outlining  feature  to  move 
forecasts  to  end  of  report. 

Get  table  from  Microsoft  Excel. 

Ask  Bob  to  copy  and  distribute. 

Meet  Donna  for  racquetball. 


_ 

Microsoft  E 

File    Edit  Formula 

Format  Data 

Normal 

± 

Our  newest  version  of  Microsoft 
Excel  for  Windows  has  its  own  unique 
brand  of  power  and  ease  of  use. 

A  good  example  of  this  is  our  new 
Toolbar."*  It  allows  you  to  do  things 
like  add  a  row  or  column  of  numbers 
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Weekly  Sales  Report 
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m 

wa 
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33K 
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sm 
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L  Ow£  step  formulas  let  you  quickly  add  a  range 
of  cells  with  jusi  a  simple  double  click.  We  call 
this  Autosuin.  Then  highlight  the  results  by 
making  them  bold  with  one  step  formatting. 


3.  Select  a  range  of  cells  and  instantly  trans- 
form them  into  a  graph  right  on  your  ivork- 
sheet.  In  just  one  step. 


According  to  our  calculator 


LS.XL 


yy  simply  clicking  on  a  button.  We 
:all  this  one  step  computing.  As  in 
)ne  step  formulas,  charting,  macros, 
brmatting,  even  one  step  outlining. 
And  the  menu  bar  is  like  the  one 
rou  use  in  the  Windows  environment. 
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2.  Our  exclusive  outlining  feature  lets  you  collapse 
and  expand  your  worksheet.  Display  and  print 
only  the  data  you  need  to  view  or  share.  And 
it  can  automatically  build  an  outline  for  you. 


4.  It's  easier  to  move  to  Microsoft  Excel  than 
you  may  think.  Lotus'  1-2-3" online  help  makes 
the  transition  easy. 
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ouH  be  finished  in  no  time 
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Microsoft  Wore 
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Font:  Futur3 

Condensed     *     pts;  18 

With  Word  for  Windows,  what  you  see 
is  what  you  get  Its  easy  to  mix  words 
pictures  and  numbers.  And  you  can 
see  what  you're  doing  right  on-screen 

The  ribbon  in  Word  for  Windows  is 
like  the  Toolbar  in  Microsoft  Excel. 


Microsoft  Word  for  Windows 

Ge:  POS  reports  from  Debbie 

Open  up  weekly  sales  report  tem- 
plate and  start  writing. 

Use  the  outlining  feature  to  move 
forecasts  to  end  of  report. 

Get  table  from  Microsoft  ExceL 

Ask  Bob  to  copy  and  distribute. 

Meet  Donna  for  racquetbalL 


3.  n :;/':  c.         cotr,  and paste, you  can  mom 


Because  after  all  is  said  and 


)0C 

*!* 

cro  Window 

Help 

b|/|k|  |jl  j+!  JL|~=-i 

* ! 

t  visually  represents  commands  and, 
is  a  result,  reduces  everyday  format- 
ing to  just  one  step. 
And,  as  promised,  the  menu  bar  is 
imilar  to  the  ones  in  the  Windows  en- 
ironment  and  Microsoft  Excel. 


mm 


Microsoft  Word  -WkSALCS.DOC 
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o  Topline  Summary: 
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*  Paint: 
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0  Seasonal: 


2.  Because  Word  for  Windows  is  graphical,  it's 
easy  to  reorganize  the  flow  of  your  documents. 
Just  use  the  outlining  feature.  Simply  collapse 
entire  sections  and  drag  them  where  you  want. 


Microsoft  Word  for  Windows 


4.  Word  for  Windows  reads  and  writes  files 
from  WordPerfect' and  other  popular  programs, 
so  not  a  word  is  wasted. 
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ie,  it's  easier  done  than  said 


Doing  a  better  job  and  getting  it  done  faster 
is  the  reason  you  started  working  with  computers 
in  the  first  place. 

With  the  Microsoft  Windows  environ- 
ment and  our  Windows  applications,  the  whole 
process  is  simpler  and  more  straightforward. 
Now  that  you've  seen  Microsoft  Excel  and 
Word  for  Windows  in  action,  there's  even  more  you  can  do. 
Microsoft  PowerPoint"  for  Windows  lets  you  create  impressive 
presentation  graphics  easily.  And  Microsoft  Project  for  Windows 
can  help  you  manage  your  project  plans,  big  or  small. 

Call  us  at  (800)  541-1261,  Department  Q04,  for  the  name 

of  your  nearest  dealer.  Ask  for  a  tUtir^mf\t^jf\fi" 
demo.  Then  see  what  happens  when  flWJCFCTSOfi 

you  put  Microsoft  to  work  for  you.  Making  it  all  make  sense" 


Putustoworkon 
your  next  assignment. 

)  1991  Microsoft  Corporation  All  rights  reserved  Microsoft,  the  Microsoft  logo  and  PowerPoint  are  registered  trademarks  and  Making  it  all  make  sense,  Autosum.  Toolbar  and  Windows  art  trademarks  of  Microsoft  Corporation  Lotus  and  1-2-3 

are  registered  trademarks  of  Lotus  Development  Corporation  WordPerfect  is  a  registered  trademark  of  WordPerfect  Corporation 


iVrEaiii«r»mii»iTnmr 


EDITED  BY  STEPHEN  H.  WILDSTROM 


HE  CIVIL  RIGHTS  BRAWL 
5  BACK— AS  UGLY  AS  EVER 


ast  year,  an  effort  to  strengthen  civil  rights  laws  blew  up 
when  President  Bush,  in  the  heat  of  the  congressional 

I  campaign,  vetoed  what  he  denounced  as  a  "quota  bill." 

rlier  this  year,  it  appeared  that  talks  between  business  and 

il  rights  groups  might  produce  an  accord  to  toughen  the 

es  against  job  discrimination  that  would  be  acceptable  to 

i  White  House.  Curiously  enough,  negotiators  quickly  re- 

ved  the  issue  of  quotas  but  were  unable  to  settle  a  renewed 

pute  over  antibias  remedies  for 

men.  As  a  result,  the  bill  faces  a 

itentious  and  uncertain  future. 

rhe  revived  effort  to  overturn  a  se- 

3  of  1989  Supreme  Court  rulings  that 

"rowed  the  scope  of  antidiscrimina- 

n  laws  got  off  to  a  good  start.  Begin- 

g  in  December,  representatives  of 

s  Business  Roundtable,  including  ex- 

ltives  from  AT&T,  Johnson  &  John- 

i,  American  Express,  and  Union  Pa- 

ic,  met  secretly  with  Ralph  Neas, 

?cutive  director  of  the  Leadership 

nference  on  Civil  Rights,  an  organ! 

ion  of  minority  and  women's  groups 


AT&T  CEO  ROBERT  ALLEN:  THE  BUSINESS 
ROUNDTABLE  PRESSED  FOR  A  DEAL 


th  sides  wanted  to  avoid  a  repeat  of  last  year's  brawl  over 
otas.  The  business  representatives  even  accepted  civil  rights 
rocates'  demand  that  the  burden  of  proof  in  certain  job 
crimination  cases  be  shifted  to  employers. 
But  the  talks  stalled  when  business  insisted  that  there  be 
lits  on  the  damages  women  can  claim  in  bias  suits.  Under 
rrent  law,  minority  victims  of  discrimination  can  seek  unlim- 
d  damages  in  jury  trials.  Women,  however,  can  win  only 
ck  pay. 

ual  victims.  Business  agrees — and  so  does  the  Bush  Admin- 
ration — that  women  should  have  a  better  deal,  but  women's 
aups  are  demanding  equal  treatment  with  minorities.  "We 
pport  a  bill  that  provides  women  with  the  full  range  of 
uedies  that  have  been  available  for  years  to  other  victims  of 
crimination,"  says  Marcia  Greenberger,  managing  attorney 


at  the  National  Women's  Law  Center.  "We  don't  support 
anything  short  of  that."  The  Roundtable  wants  to  prohibit 
jury  trials  for  women  and  limit  their  damages  to  $150,000  plus 
back  pay. 

With  talks  bogged  down,  liberal  Democrats  are  racing  ahead 
with  legislation  that  is  a  virtual  carbon  copy  of  the  vetoed  1990 
measure,  even  though  it  will  almost  certainly  be  vetoed.  On 
Mar.  12,  the  bill  was  approved  by  both  the  full  House  Educa- 
tion &  Labor  Committee  and  a  Judicia- 
ry subcommittee.  It  should  reach  the 
House  floor  in  early  April,  and  Senate 
hearings  are  expected  soon. 

Large  corporations  had  hoped  for  a 
measure  to  clear  up  the  murky  legal 
situation.  Big  business  had  grown  com- 
fortable with  the  rules  built  on  a  1971 
Supreme  Court  decision  that  said  com- 
panies could  be  sued  over  hiring  poli- 
cies, such  as  minimum  physical  require- 
ments, that  had  the  effect  of  excluding 
minorities.  "Major  companies  have 
lived  with  it  for  a  number  of  years,  and 
it's  not  been  a  problem,"  says  a  repre- 
sentative of  one  big  employer.  But  in  1989,  the  high  court 
tossed  out  its  earlier  ruling,  leaving  the  law  in  confusion. 

As  a  result  of  the  stalemate,  substance  is  once  again  taking 
a  back  seat  to  the  nasty  politics  of  civil  rights.  Despite  the 
reservations  of  some  Southerners,  most  Democrats  remain 
committed  to  a  sweeping  measure.  Moderate  Republicans — 
including  the  President — want  a  compromise  acceptable  to 
business.  But  many  GOP  strategists  relish  the  prospect  of 
hitting  Democrats  with  the  quota  issue  again  in  1992.  "It's 
become  a  political  issue  and  not  a  factual  issue,"  says  Senator 
John  B.  Breaux  (D-La.) 

Big  corporations  hoped  to  get  the  matter  out  of  the  way 
quickly  this  year.  But  it  looks  as  though  another  year-long 
battle  over  civil  rights  is  looming. 

By  Tim  Smart,  with  Paula  Dicyer  and  Douglas  Harbrecht 
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HRIFTS 


In  the  wake  of  a  humiliating  defeat  in 
the  House,  the  Bush  Administration 
as  abandoned  hope  of  winning  new, 
o-strings-attached  funding  for  the 
avings  and  loan  bailout.  On  Mar.  12,  a 
ragmented  House  rejected  the  Admin- 
>tration's  request  for  $30  billion  for 
he  Resolution  Trust  Corp.  The  House 
lso  killed  two  Democratic  versions  of 
he  bill,  leaving  the  legislation  dead  in 
he  water  and  the  RTC,  which  is  respon- 
ible  for  disposing  of  seized  thrifts  and 
heir  assets,  virtually  broke. 
Treasury  Secretary  Nicholas  F.  Bra- 
y  and  congressional  leaders  quickly 
lammered  out  a  compromise  that  they 


hoped  would  win  majority  backing  in 
the  House.  But  to  get  a  deal,  Brady 
had  to  make  some  major  concessions. 
One  is  a  preference  for  women  and 
minorities  in  winning  RTC  contracts,  a 
proposal  dear  to  liberal  Democrats.  A 
second  provision,  a  pet  of  House  Bank- 
ing Committee  Chairman  Henry  B. 
Gonzalez  (D-Tex.),  would  expand  RTC's 
obligations  to  help  provide  low-  and 
moderate-cost  housing.  But  the  Admin- 
istration fought  off  restrictions  on  the 
sale  of  environmentally  sensitive  prop- 
erty. RTC  officials  will  be  grateful  for 
any  new  money.  But  they  fear  that  the 
strings  being  attached  by  Congress 
may  strangle  their  ability  to  dispose  of 
a  vast  inventory  of  property. 


ENTERTAINMENT 


A last-ditch  effort  by  the  networks 
has  staved  off  an  impending  loss 
before  the  Federal  Communications 
Commission.  The  FCC  was  ready  to  give 
the  film  industry  a  victory  on  Mar.  14 
by  voting  to  continue  restrictions  on 
network  ownership  of  shows  produced 
for  broadcast.  But  on  Mar.  13,  the 
Justice  Dept.,  after  heavy  network 
lobbying,  requested  that  the  FCC  post- 
pone the  decision  indefinitely.  Anti- 
trust Div.  Chief  James  F.  Rill  asked 
the  commission  to  hold  off  on  the  vote 
pending  a  review  of  the  anticompetitive 
implications  of  the  proposed  rule 
change. 
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TAIWAN  I 


REBUILDING  A  TIGER:  WHO'LL 
GET  THE  LION'S  SHARE?  

Taiwan  is  revamping  its  infrastructure — and  U.  S.  companies  could  scoop  up  plenty  of  plum  contract 

With  cash  reserves  at  $75  bil- 
lion, Taiwan  boasts  the  sec- 
ond-richest treasury  in  the 
world  after  Japan.  But  you'd  never 
know  it  walking  through  central  Taipei, 
the  capital.  Here,  cars  are  triple-parked 
on  narrow  streets,  and  traffic  jams  are 
so  horrible  that  motorcycles  barrel  down 
broken  sidewalks.  The  exhaust  fumes 
create  a  brown  haze  that's  so  gritty  you 
have  to  wash  up  each  time  you  come 
inside.  Piles  of  garbage  dot  the  capital's 
leafy  boulevards,  and  to  call  a  friend 
from  a  public  phone  can  mean  a  five- 
minute  wait  for  a  dial  tone. 

Now,  all  that's  going  to  change.  In 
January,  the  island's  Cabinet  approved  a 
plan  to  pump  $303  billion  into  the  coun- 
try's roads,  phones,  transit  services,  and 
environmental  facilities  over  the  next  six 
years  (table).  This  huge  project  is  rough- 
ly three  times  the  size  of  rebuilding  war- 
torn  Kuwait.  It  has  already  set  off  an 
international  scramble  to  win  potentially 
lucrative  contracts. 

rundown.  Taiwan's  Premier,  General 
Hau  Pei-tsun,  is  convinced  the  mammoth 
investment  will  stimulate  Taiwan's  slow- 
ing export-oriented  economy  and  trans- 
form this  Asian  tiger  of  19  million  into  a 
high-tech  dynamo.  With  779  projects  in 
everything  from  an  extensive  subway 
system  to  nuclear  reactors,  Hau  is  ready 
to  lead  Taiwan  into  its  most  ambitious 
renewal  program  ever. 

If  all  goes  as  planned,  the  backward 
Taiwan  will  rank  among  the  20  countries 
with  the  highest  standards  of  living  by 
the  end  of  the  decade.  Taipei's  heavily 
used  tarmacs  will  get  a  facelift,  as  the 
country  expands  nine  airport  facilities. 
The  smog,  among  Asia's  worst,  will  be 
filtered  by  the  latest  environmental 
equipment.  By  creating  new  jobs,  gov- 
ernment officials  expect  per-capita  in- 
come to  rise  75%,  to  $14,000. 

Moreover,  young  couples  who  cannot 
afford  to  pay  an  average  of  $200,000  for 
a  two-bedroom  apartment  will  be  able  to 
purchase  a  house  after  the  government 
invests  a  massive  $42.4  billion  in  public 
housing.  Business  executives  shuttling 
from  Taipei  to  the  southern  city  of  Kao- 


BUILDING  A  NEW  ELEVATED  TRAIN  LINE  IN  TAIPEI  WILL  IMPROVE  ACCESS  TO  THE  CAPITAL 
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ing  will  cut  their  travel  time  from 
»  hours  to  90  minutes  on  a  high-speed 
way.  Within  Taipei  itself,  commuting 
Id  be  cut  from  two  hours  during  rush 
ir  to  a  five-minute  subway  ride, 
"aiwan  also  hopes  its  $303  billion  bo- 
iza  will  improve  its  often  prickly  rela- 
is  with  the  U.  S.,  Japan,  and  Western 
-ope.  That  could  help  Taiwan  break 

of  the  diplomatic  isolation  that  the 
il  Communist  government  in  Beijing 

imposed  on  it. 

n  this  carefully  honed  balancing  act, 
wan  is  calculating  how  to  dole  out 
nks  of  its  megaprogram  to  foreign 
ipetitors.  If  American  contractors 
[  suppliers  get  a  good  portion  of  the 
rk,  that  could  ease  Taiwan's  perennial 
ie  friction  with  Washington.  Taipei 

a  standing  "Buy  America"  policy 
;  over  from  when  Taiwan's  trade  sur- 
s  peaked  at  $17.2  billion  five  years 
>.  It  hovered  at  $11.2  billion  last  year. 
j-american?  The  Taiwanese  are  also 
nning  to  throw  business  to  the 
;nch  as  a  way  to  secure  imports  once 
rope  becomes  a  single  market  in  1992. 

the  same  time,  Taiwan's  officials 
'e  a  "Don't  Buy  Japan"  policy — at 
st  on  paper.  Taipei  is  eager  to  reduce 
record  $8  billion  deficit  with  Japan, 
ich  nevertheless  shows  every  sign  of 
nting  a  big  piece  of  the  action, 
iau's  vision  for  remaking  the  island 
i  its  critics.  Some  officials  of  Taiwan's 
iance  Ministry  claim  the  program  is 

grandiose  and  needs  scaling  back, 
lers  say  it  may  be  too  late  to  relieve 
;ical  problems  such  as  air  pollution 
1  transportation  bottlenecks.  The  plan 
1  also  result  in  a  record  budget  deficit 
$11  billion  in  the  first  year  alone, 
wan's  legislature  will  begin  debating 
1  scheme  soon. 

3ut  most  officials  insist  the  program 
on  track.  Up  to  60%  of  the  projects 
eady  have  received  approval  or  are  in 
:  works.  "We  can  afford  this  relative- 
easily,"  says  Shirley  Kuo,  director  of 
s  government's  Council  for  Economic 
inning  &  Development,  Taipei  intends 
finance  up  to  $150  billion  with  govern- 
nt  bonds. 

jovernment  officials  argue  that  the 
mding  will  counter  fears  of  recession 
it  have  gripped  the  country  after  a 
:ade  of  nearly  double-digit  growth 
im  its  export  boom.  That  boom  sput- 
ed  last  year  in  the  face  of  a  strong 
rrency,  higher  domestic  labor  costs, 
i  an  $11  billion  rush  into  offshore 
mufacturing  by  thousands  of  Taiwan- 
5  companies.  In  a  kind  of  wealth  crisis, 
is  of  nervous  money  sent  the  stock 
irket  soaring  and  then  crashing.  Over- 
,  the  economy  suffered  an  eight-year 
v  of  5.3%  growth  last  year. 
For  its  part,  the  U.  S.  is  looking  for 
les  to  just  how  favorable  the  Buy 
nerica  policy  will  be.  In  some  cases, 


the  Taiwanese  are  showing  signs  of 
leaning  to  U.  S.  companies.  De  Leuw, 
Cather  International  in  Washington, 
D.  C,  recently  won  a  $35  million  contact 
to  serve  as  consultants  for  the  $6.5  bil- 
lion mass-transit  system  in  Kaohsiung 
over  two  other  U.  S.  finalists:  Bechtel 
Group  and  Louis  Berger  International 
Inc.,  of  East  Orange,  N.  J. 

To  make  it  big  in  Taiwan,  however, 
U.  S.  businesses  will  have  to  sharpen 
their  act  so  they  can  take  on  European 
and  Japanese  groups  that  are  able  to 
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BILLION 
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COMMUNICATIONS 

$97.8 

BILLION 

$42.4 

BILLION 

ENERGY 

$35.2 

BILLION 

SOCIAL  WELFARE 

$30.0 

BILLION 

EDUCATION 

$27.8 

BILLION 

IRRIGATION 

$15.8 

BILLION 

INDUSTRY 

$11.8 

BILLION 

ENVIRONMENT 

$10.3 

BILLION 

AGRICULTURE 

$10.0 

BILLION 

TECHNOLOGY 

$8.2 

BILLION 

TOURISM 

$4.6 

BILLION 

HEALTH  CARE 

$3.9 

BILLION 

SERVICES 

$1.5 

BILLION 

OTHER 

$3.7 

BILLION 

offer  packages  of  services  and  products. 
Even  though  Parsons  Brinckerhoff  Inc. 
designed  part  of  Taipei's  metro  system, 
a  small  Pittsburgh  company  called  Alle- 
gheny Rail  Products  Inc.  couldn't  get  a 
piece  of  the  action  because  no  U.  S.  con- 
tractors bid  for  the  deal.  Instead  the 
French  and  their  suppliers  walked  off 
with  the  plum. 

The  biggest  plus  for  the  U.  S.  is  Tai- 
wan's stated  desire  to  keep  Japan  out. 
Taipei  officials  worry  that  huge  Japa- 
nese gains  would  allow  Tokyo  to  corner 
key  sectors  of  Taiwan's  economy.  But 


there  are  many  locally  born  Taiwanese, 
particularly  those  over  60  years  of  age, 
who  feel  comfortable  with  the  Japanese 
because  they  were  educated  during  five 
decades  of  Japanese  occupation.  Promi- 
nent Taiwanese  companies,  including  Ev- 
ergreen, Formosa  Plastics,  and  Tatung, 
have  partnerships  with  Japanese  compa- 
nies and  could  now  act  as  official  bidders 
for  deals,  circumventing  the  govern- 
ment's Don't  Buy  Japan  policy. 

The  Japanese  have  cultivated  these  re- 
lationships "from  the  ground  up,"  ex- 
plains Tsui  Tsu-kan,  vice-chairman  of  the 
Council  for  Economic  Planning  &  Devel- 
opment. That  differs  from  the  American 
"top-down"  approach,  using  members  of 
Congress  and  U.  S.  trade  officials  to 
press  deals  with  Taipei.  "While  the  U.  S. 
Trade  Representative  is  chasing  after 
turkey  parts  and  Marlboro  sales,  the 
Japanese  companies  are  making  friends 
with  the  low-level  engineers  drawing  up 
the  specifications,"  says  one  U.  S.  ener- 
gy executive  in  Taiwan. 

As  a  result,  the  Japanese  are  likely  to 
gain  at  least  a  portion  of  the  new  pro- 
gram. Mitsubishi  Heavy  Industries  Ltd. 
in  January  won  a  contract  to  build  two 
trash  incinerators  over  U.  S.  heavy- 
weights Bechtel  and  Westinghouse,  both 
disqualified  early  on  technicalities.  Mys- 
teriously, however,  the  Mitsubishi  bid 
was  larger  than  the  amount  Taiwan  had 
budgeted  for  the  project.  The  fact  that 
Japanese  companies  can  win  deals  even 
though  they  are  not  the  low  bidders  is  a 
source  of  frustration  to  the  Americans. 
sweetening  the  deal.  To  get  a  piece  of 
the  boom,  the  French  are  holding  out  the 
prospect  of  big  diplomatic  and  economic- 
gains  for  Taiwan  in  Europe.  Guy  Kra- 
mer, senior  vice-president  of  France's 
Matra-Transport,  says  Taiwan  realizes 
that  "if  you  don't  buy  from  Europe,  you 
can't  expect  to  sell  there."  There  are 
also  French  promises  of  landing  rights 
for  Taiwan's  China  Airlines.  In  addition, 
the  French  are  sweetening  the  deal  with 
the  possibility  of  arms  sales  to  Taiwan, 
according  to  American  defense  industry 
executives. 

Without  a  doubt,  Taiwan  will  spend  its 
$303  billion  so  as  to  maximize  its  diplo- 
matic bang,  and  that  means  it  will  make 
gains  on  the  world  :-tage.  Equally  impor- 
tant, the  megaprojram  will  increase  con- 
fidence at  home.  It  also  will  help  Taiwan 
keep  pace  with  Japan  and  much  of  the 
rest  of  East  Asia,  which  are  launching 
major  infrastructure  programs  of  their 
own.  Perhaps  the  island's  ultimate  state- 
ment is  directed  at  China.  Come  1997, 
when  Beijing  is  scheduled  to  reclaim 
control  of  a  shaky  Hong  Kong,  Taiwan 
will  be  transforming  itself  into  a  new 
Asian  powerhouse. 

By  Dinah  Lee,  with  Dirk  Bennett,  in  Tai- 
pei, Robert  Neff  in  Tokyo,  and  Joyce  Bar- 
nathan  in  New  York 
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OPE  I 


EUROPEAN  HIGH  TECH  TRIES  TO  DO 
SOMEN  !G  DRASTIC:  GROW  UP 


The  EC  wants  to  cut  subsidies — a  gutsy,  perhaps  divisive,  move 


E 


urope's  high-  >.-h  leaders  are  hurt- 
ing. Dutch  giant  Philips  bled  S2.5 
billion  in  red  ink  last  year.  French 
computer  maker  Groupe  Bull  lost  $600 
million  and  had  to  lay  off  5,000  workers. 
France's  Thomson  and  Italy's  Olivetti 
are  languishing,  while  Germany's  Sie- 
mens is  wrestling  with  the  takeover  of 
Nixdorf.  Now.  along  come  the  Eurodoc- 
tors  in  Brussels  with  a  radical  solution 
to  the  high-tech  woes:  They  want  to  pull 
the  plug  on  the  life-support  systems. 

After  years  of  pouring  billions  in  sub- 
sidies into  European  electronics 
companies.  Brussels  is  calling 
for  cuts.  In  a  sweeping  review 
of  its  policy  toward  high  tech. 
to  be  completed  by  Mar.  26,  the 
European  Commission  is  expect- 
ed to  push  for  freer  competi- 
tion, including  lower  tariffs  and 
ojx.'n  bidding  for  government 
contracts.  "We're  not  in  the 
business  of  propping  up  ailing 
companies  or  picking  winners." 
.lares  Sir  Leon  Brittan,  the 
jmmission's  leading  advocate 
•  f  open  competiti'  <t 

The  free-mark 't  push  in 
•irussels  sets  the  stage  for  a 
life-and-death  struggle  across 
Europe.  On  one  side  are  the  ail- 
ing companies,  which  are  sure 
to  continue  to  lobby  their  na- 
tional governments  for  protec- 
tion. Ranged  against  them  are 
the  free-marketeers  in  Brussels, 
led  by  the  British.  Watching 
with  interest  from  the  sidelines 
are  powerful  U.  S.  and  Japanese 
high-tech  companies,  who  stand 
to  grow  stronger  in  Europe  if 
the  protection  falls. 
the  last  fight.'  The  outcome 
has  implications  beyond  the  fate  of  Eu- 
rope's $156  billion  electronics  market.  As 
the  first  area  on  the  EC's  new  industrial 
agenda,  electronics  policy  is  likely  to  set 
a  precedent.  Battles  over  autos.  aeronau- 
tics, and  chemicals  lie  ahead.  "This  is  the 
last  fight  for  a  Fortress  Europe."  says 
one  American  electronics  executive  in 
Brussels.  "I  think  it's  bound  to  fail.  But 
the  beast  is  not  dead  yet." 

Brussels'  push  follows  years  of  mis- 
.Tuided  protection  and  research  subsi- 
dies. The  EC  has  spent  -56. 2  billion  on 
high-tech  research  since  1987.  The  mon- 


ey padded  payrolls  but  did  little  to  boost 
Europe's  competitive  standing.  Anti- 
dumping duties  and  local-content  rules 
only  prodded  the  Japanese  and  Ameri- 
cans to  set  up  shop  on  the  Continent. 
The  EC's  electronics  trade  deficit  has 
doubled  in  four  years,  to  $35  billion 
in  1990.  With  only  25c<  of  the  world 
market.  Europe's  computer  makers  are 
losing  ground  on  their  home  turf. 

Even  the  free-marketeers  in  Brussels 
aren't  ready  to  cut  off  European  firms 
cold  turkev.  Thev  worn-  about  the  Conti- 


nent's growing  dependence  on  the  U.  S. 
and  Japan  for  such  basics  as  semicon- 
ductors and  software.  Their  strategy  is 
to  consolidate  investments,  with  hopes 
of  getting  more  bang  for  fewer  bucks. 

With  Brussels  backing  out  of  the  sub- 
sidy and  protection  business,  much  of 
the  fighting  will  move  to  Europe's  capi- 
tals. There,  politicians  will  face  a  stark 
choice:  either  spend  money  to  support 
ailing  companies  or  risk  higher  unem- 
ployment. Warns  one  executive  at 
France's  Thomson.  "We  may  very  well 
be  dead  tomorrow  if  nothing  is  done." 


The  fight  in  the  electronics  indust 
pits  the  North  against  the  South.  Wh 
Britain,  the  Netherlands,  and  Germar 
have  grown  wean."  of  handouts,  di 
gistes  in  France,  Spain,  and  Italy  cont 
ue  to  push  for  industry  support.  Fran 
alone  is  planning  to  pump  $800  million 
new  equity  and  grants  into  Groupe  B 
and  Thomson  this  year.  Elisabeth  G 
gou.  France's  minister  for  European  / 
fairs,  says  such  aid  is  urgent  and  ca 
laissez-faire  high-tech  policies  "suicida 
If  so.  Brussels  is  knotting  the  noo« 
The  biggest  test  of  the  EC's  resolve  w 
be  a  new  megaproject  designed  to  li 
social  security  agencies,  tax  offices,  a 
police  and  customs  offices.  Dubbed  t 
European  Nervous  System,  the  massi 
computer  project  should  be  worth  t 
lions  in  contracts. 

The  question  is  who  will  win  them, 
decade  ago.  the  Europeans  would  ha 
divvied  up  the  pork  barrel.  But  the 
days,  it's  hard  sometimes  to  t 
who  is  European  and  who  isn 
Since  last  year,  when  Fujit 
Ltd.  purchased  ICL.  Britair 
only  major  computer  maker  h 
been  Japanese.  IBM  and  oth 
U.  S.  players  are  also  well  t 
trenched. 

chip  aid.  With  the  America 
and  Japanese  dug  in  across  E 
rope.  Olivetti.  Bull,  and  othe 
fear  that  without  special  tre; 
ment,  they  won't  get  fat  N< 
vous  System  contracts.  Indet 
starting  in  1993.  tenders  f 
H|  telecommunications  gear  ai 
computers  must  be  open  to  a 
bidder  whose  products  have  5( 
or  more  European  content.  Tl 
will  put  top  Japanese  and  U. 
companies  on  equal  footing  wi 
the  Europeans,  a  frightenu 
prospect  on  the  Continent. 

In  the  meantime.  Europe 
companies  continue  to  clam 
for  handouts.  Late  last  year,  f 
example.  Germany's  Sieme: 
and  Franco-Italian  SGS-Thomsi 
were  close  to  merging  their  ch 
companies.  To  fund  the  resm 
turing.  the  companies  called  f 


$4  billion  in  government  aid.  France  ai 
Italy  agreed,  sources  say.  But  negot 
tions  collapsed  in  December  when  G< 
many  refused. 

Executives  say  they'll  talk  again  xi 
year.  But  this  time,  much  will  depend  i 
Brussels'  willingness  to  help  foot  tl 
bill.  "The  EC  has  to  get  into  the  picture 
says  Alain  Gomez,  chairman  of  Thoi 
son,  which  owns  45^  of  SGS-Thomso 
Don't  count  on  it,  many  Eurocrats  sa 
The  winds  in  Brussels  are  blowing  in  tl 
opposite  direction. 

By  Jonathan  B.  Leiine  in  Bmsst 
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[HE  JAPAN  THAT  CAN  SAY, 
WE'RE  SORRY' 


Iapan's  halting  response  to  the  gulf  crisis  is  now  producing 
a  secondary  shock  in  Tokyo:  humiliation  and  handwringing 
among  politicians,  executives,  and  ordinary  Japanese  over 
e  government's  lukewarm  support  for  the  U.  S.-led  anti- 
iddam  campaign.  Some  Japanese  are  organizing  private  aid 
r  the  gulf.  And  the  government,  worried  about  a  backlash  in 
e  U.  S.,  is  scrambling  to  fashion  a  package  of  proposals, 
om  Mideast  rebuilding  to  arms  control,  for  Foreign  Minister 
iro  Nakayama  to  carry  to  Washington  on  Mar.  20. 
Longer-term,  some  Japanese  hope,  the  bout  of  national  self- 
iticism  may  jolt  leaders  out  of  their  ha- 
tual  inertia.  "This  is  one  of  the  best 
ings  that  ever  happened,"  says  Hiro- 
ka  Takeuchi,  a  professor  at  Tokyo's 
itotsubashi  University.  "We've  looked  at 
ir  political  leadership  and  realized  it 
>esn't  exist,"  But  there's  no  clear  sign 
:t  of  a  national  strategy  for  a  more  ac- 
;e  Japanese  role  in  the  postwar  Mideast. 
)  spur  Japan  to  take  on  larger  global 
sponsibilities,  big  doses  of  outside  pres- 
ire,  mainly  from  the  U.  S.,  are  likely  to 
s  needed,  as  in  the  past. 
ill-page  ad.  Among  the  most  outspoken 
itics  is  Atsuyuki  Sassa,  the  former  di- 
ctor  of  the  Cabinet  Security  Affairs  Office,  who  said  in  a 
istering  speech  that  he  was  "ashamed"  of  the  country's 
irformance.  Sassa  organized  65  like-minded  Japanese  to  buy 
full-page  newspaper  ad  expressing  appreciation  to  the  sol- 
ers  who  fought  in  the  gulf  "for  us."  He  is  also  leading  an 
fort  to  mobilize  nongovernment  groups  to  form  a  disaster 
lief  organization  to  help  out  in  the  gulf.  Within  the  govern- 
ent,  there  are  moves  to  organize  better  crisis  management. 
The  current  mood  of  frustration  and  self-examination  ex- 
nds  far  beyond  the  country's  internationalized  elite.  Asks  a 
oman  barber  in  a  Tokyo  suburb:  "Why  did  we  Japanese  get 
uck  with  such  mealy  mouthed  politicians?"  She  knows  that 
uch  of  the  world  is  disappointed,  if  not  angry,  with  Japan. 


Japanese  are  especially  anxious  about  attitudes  in  America, 
which  most  regard  as  Japan's  only  real  friend. 

They  have  reason  for  concern.  One  U.  S.  poll  this  month 
found  that  one  in  three  Americans  lost  respect  for  Japan.  A 
Bush  Administration  official  professes  gratitude  for  Tokyo's 
financial  support  but  says  there's  high-level  impatience  with 
Japan  "for  taking  so  long  to  get  this  stuff  through" — refer- 
ring to  Japan's  $13  billion  contribution  to  offset  gulf  costs. 
There's  also  disappointment  that  Tokyo  never  sent  personnel 
to  establish  a  Japanese  "physical  presence"  in  the  gulf. 

The  problem,  in  part,  is  that  Japan's 
institutions  don't  necessarily  reflect  the 
will  of  the  people.  It's  true  that  pacifism 
and  isolationism  run  deep  in  Japanese  so- 
ciety, protected  and  nurtured  by  the  U.  S. 
and  the  "peace"  constitution  it  imposed. 
Still,  a  survey  by  TV  network  nhk  shows 
that  more  than  half  of  all  Japanese  ap- 
proved the  attack  against  Iraq,  and  a  plu- 
rality favored  sending  Self  Defense  Force 
aircraft  to  evacuate  gulf  refugees — which 
the  government  failed  to  do. 
urging  restraint.  To  avoid  damaging  Ja- 
pan's image  further,  Prime  Minister  To- 
shiki  Kaifu  and  others  are  urging  execu- 
tives not  to  rush  to  the  gulf  to  exploit  postwar  opportunities. 
In  the  U.  S.  Congress,  legislators  will  be  looking  for  such 
Japanese  behavior  to  criticize  while  demanding  concessions  or 
restrictions  on  issues  from  trade  to  investment. 

Despite  these  strains,  an  Administration  official  says,  there 
is  no  alternative  to  strengthening  the  U.  S.-Japan  partnership, 
"given  how  deeply  intertwined  our  societies  and  economies 
have  become."  Americans  are  frustrated  partly  because  the 
Japanese,  instead  of  originating  their  own  ideas,  continue  to 
react  only  when  prodded  by  the  U.  S.  That's  not  likely  to 
change  soon.  The  challenge  for  the  U.  S.  is  to  push  deftly 
enough  to  avoid  a  nationalist,  anti-American  backlash. 

By  Robert  Net)'  in  Tokyo,  with  Amy  Borrus  in  Washington 


LOB  A I  WRAPUPI 


BRITAIN 


Although  she  is  no  longer  leading 
the  nation,  the  combative  Marga- 
ret Thatcher  is  still  vigorously  pushing 
ler  own  views.  The  result  could  be  an 
nternal  battle  in  the  ruling  Conserva- 
:ive  Party.  In  a  recent  New  York 
speech,  Thatcher  railed  against  a  Ger- 
nan-dominated  European  Community 
ind  strongly  repeated  her  opposition  to 
i  single  European  currency. 

Meanwhile,  in  a  Mar.  11  speech  in 
Bonn,  Prime  Minister  John  Major  dis- 
tanced himself  from  Thatcher's  anti- 
European  stance  by  warmly  endorsing 
;he  EC.  Although  he  reiterated  Brit- 
lin's  cautious  stance  on  EC  unity,  Ma- 


jor's pro-EC  tone  marked  a  decisive 
shift  from  Thatcher's  politics.  The  two 
are  also  likely  to  clash  over  the  fate  of 
Thatcher's  unpopular  per-head  "poll 
tax."  Major  seems  ready  to  abandon  it. 

With  a  sizable  following  among 
right-wing  members  of  Parliament, 
Thatcher  is  setting  up  a  foundation  to 
promote  her  views.  If  Major  moves  too 
far  from  her  thinking,  particularly  in 
yielding  British  sovereignty  to  the  EC, 
she  could  provoke  a  public  split. 

ITALY  

It's  one  blow  after  another  for  Carlo 
de  Benedetti,  chairman  of  computer 
maker  Olivetti.  Following  a  bitter  fight 
with  TV  magnate  Silvio  Berlusconi,  de 


Benedetti  is  expected  to  lose  control  of 
Milan-based  media  giant  Mondadori. 

Now  he  faces  another  battle:  He  will 
have  to  stand  trial  on  charges  relating 
to  the  1982  collapse  of  Italy's  then-larg- 
est private  bank,  Banco  Ambrosiano. 
On  Mar.  12,  a  Milan  appeals  court  in- 
dicted de  Benedetti  for  fraudulent 
bankruptcy  at  Ambrosiano,  where  he 
was  briefly  vice-chairman. 

Maverick  de  Benedetti  has  long  been 
a  thorn  in  the  side  of  Italy's  dominant 
Christian  Democratic  and  Socialist  par- 
ties. Aides  say  the  Olivetti  chairman's 
current  travails  are  politically  motivat- 
ed, noting  that  courts  last  year  ruled  in 
his  favor  in  both  the  Mondadori  and 
Ambrosiano  cases. 
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Zenith  Data  Systems  Presents 
Everything  Yon  Love  About  The  PC 
. . .  PlusThe  Benefits  Of  Graphical 
Computing. 


ZENITH  DATA  SYSTEMS  INNOVATES  AGAIN 

Zenith  Data  Systems  was  the 
first  to  offer  Microsoft 8  Windows™ 
version  3.0  pre-installed on  every  hard 
drive  386-  and  486-based  desktop  PC. 
And  that's  just  part  of  The  Seamless 
Solution  we've  created  for  today's 
graphical  computing  environment. 

With  Microsoft  Windows  version 
3.0  and  the  fingertip  simplicity  of  the 
Microsoft  Mouse,  your  Zenith  Data 
Systems  PC  lets  you  glide  graphically, 
seamlessly  between  applications. 
So  your  productivity  will  soar.  With 
the  greatest  of  ease. 

A$397valuef  Microsoft 
Windows  version  3.0,  a  Microsoft 
Mouse  and  MS-DOS'1 4.0  are  included 
at  no  additional  charge  with  every  one 
of  our  Intel386™SX,  386, 386  EISA 
or  i486  EISA  desktop  PCs. 

Add  our  award- winning  14" 
VGA  Flat  Technology  Monitor,  and 
you've  got  The  Seamless  Solution. 
So  your  Windows  version  3.0 
applications  will  come  to  life  with 
breakthrough  clarity. 

Zenith  Data  Systems.  Trans- 
forming the  PC  into  a  powerful 
graphic  environment.  For  more 
information  and  the  name  of  your 
Zenith  Data  Systems 
Medallion  Reseller,  call: 

1-800-523-9393 


The  Zenith  Data  Systems  Sphere 

The  universal  symbol  of  simplicity,  the  sphere 
perfectly  represents  The  Seamless  Solution  from 
Zenith  Data  Systems 


ZENITH  ri 

data  systems  Emmi 

Groupe  Bull 


"Based  on  suggested  retail  price  if  purchased  separately.  Microsoft,  Windows  version  3.0 and  MS-DOS  are  trademarks  of  Microsoft  Corporation.  Intel386SX,  386  and  i486  are  trademarks  of  Intel  Corp 
Copyright  ©  1991  Zenith  Data  Systems  Corporation 
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Competing  by 

DESIGN 


SPONSORED  BY  THE 
INDUSTRIAL  DESIGNERS 
SOCIETY  OF  AMERICA 


The  nation  languished  in  the  depths  of  the  Great  Depression  when  business 
f  irst  dis<  overed  the  value  of  industrial  design.  Needing  to  introduce  goods  that 
consumers  would  buy,  companies  hired  industrial  designers  to  add  critical 
value  to  products.  Today's  industrial  designers  are  still  providing  that  service. 
They  make  technology  usef  ul  to  average  people.  Is  the  product  comfortable? 
Safe?  Easy  to  clean  and  maintain?  Is  its  operation  self-evident?  Can  it  be 
manufactured,  distributed  and  maintained  ef  f  iciently? 

Over  the  past  60  years,  business  has  become  more  complex,  requiring  that 
design  satisfy  a  broad  range  of  constituents,  from  stockholders  to  customers. 
In  response,  the  industrial  design  profession  has  evolved  in  sophistication. 
Designers  today  work  in  multi-disciplinary  teams  to  bridge  the  gaps  between 
marketing,  engineering  and  manufacturing  while  they  strive  for  creative 
approaches  that  will  solve  real  needs.  The  result  is  both  long-term  and  short- 
term  business  success. 

With  the  current  economic  climate  and  level  of  global  competition,  companies 
that  have  never  invested  in  industrial  design  are  doing  so.  But  design  that  adds 
value  is  a  matter  of  strategic  thinking,  not  afterthought.  Value  comes  only 
from  bringing  industrial  designers  into  the  product  development  process  at 
the  conception  stage  when  needs  are  identif  ied.  It  means  allowing  industrial 
designers  to  apply  their  expertise  to  every  f  acet  of  a  product's  lif  ecycle.  It  is  a 
matter  of  strategic  design. 

To  have  such  strategic  value,  industrial  design  must  be  integrated  into  the 
fabric  of  a  company.  The  following  will  introduce  the  primary  principles  of  its 
management,  showing  how  leading  companies  have  turned  industrial  design 
into  a  competitive  edge. 

Business  Week  has  declared  the  nineties  the  decade  of  design.  Showing  vision 
and  leadership,  it  is  sponsoring  the  Industrial  Design  Excellence  Awards 
program,  conducted  by  the  Industrial  Designers  Sot  iety  of  America.  Our 
members  are  proud  to  be  affiliated  with  Business  Week  in  helping  U.S. 
manufacturers  to  realize  their  competitive  potential. 


The  IDSA  Directory  of  Industrial  Designers  provides  referrals  to  business. 
1 142  E.  Walker  Road,  (heat  Falls,  Virginia  22066 
(703)  759-0100    Fax  (703)  759-7679 


Charles  U  Pelly,  IDSA 

President,  Industrial  Designei  s  Sot  iety  of  Amu  ica 
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The  1990s  promises  to  be  a  make  or  break 
decade  for  many  American  firms.  Yet  with 
five  or  six  competing  products  in  every 
market  segment — produced  using  simi- 
lar technology,  with  similar  features  and 
sold  at  nearly  identical  prices — how  do  companies 
distinguish  themselves  in  the  Age  of  Choice?  Accord- 
ing to  Norio  Ohga,  president  of  Sony,  "design  may 
soon  be  the  only  element  that 
differentiates  one  product 
from  another." 

Since  the  early  1920s,  indus- 
trial designers  have  been  at 
work  creating  products  that  are 
useful,  efficient,  economical 
and  expressive — expanding 
public  taste  while  at  the  same 
time  expressing  the  spirit  of  a 
particular  product  or  com- 
pany. In  the  words  of  Henry 
Dreyfuss,  a  pioneer  in  the  field,  the  designer  "is  a  busi- 
nessman as  well  as  a  person  who  makes  drawings  and 
models.  He  is  a  keen  observer  of  public  taste 
and. ..has  an  understanding  of  merchandising,  how 
things  are  made,  packed,  distributed  and  displayed." 

Good  design  not  only  helps  a  company  beat  the 
competition  by  making  its  products  attractive,  effi- 
cient and  easy  to  use,  it  also  delivers  an  important 
message  to  the  public  about  the  company's  stability 
and  creativity.  In  the  most  forward-thinking  com- 
panies, "design  is  not  merely  a  function,"  says  Henry 
Mintzberg,  a  professor  of  management  at  McGill  Uni- 
versity, "it  is  an  ideal  that  permeates  the  entire  organi- 
zation." Providing  the  essential  link  between 
engineering,  manufacturing  and  the  marketplace, 
design  thus  becomes  an  essential  ingredient  to  pres- 
ent and  future  success. 

Integrated  Product  Development 

Once  considered  an  optional  ingredient  or  a  neces- 
sary evil,  design  is  now  central  to  the  product  develop- 
ment process — a  common  thread  that  runs  through 
the  fabric  of  all  corporate  activity.  Indeed,  just  as  no 
one  would  build  a  skyscraper  without  blueprints, 
managing  a  company  without  a  proper  design  strat- 
egy is  not  merely  risky — it  is  courting  disaster. 

For  evidence,  consider  the  situation  that  Ford 
Motor  Company  faced  in  1980.  Still  reeling  from  the 
oil  shocks  of  the  previous  decade,  with  market  share 
falling  and  its  product  image  at  an  all-time  low,  Ford's 
designers  and  engineers  were  so  poorly  connected 
that  it  took  5  years  and  3  million  engineering  hours 
to  produce  each  new  model.  In  response.  Ford's 
Chairman  Philip  Caldwell  ordered  a  major  internal 
restructuring  with  the  aid  of  design  consultant 
Michael  Doyle. 

"It  may  sound  basic  today,  but  at  the  time  we 
needed  an  outsider  to  teach  us  how  to  work  better 
together"  says  Jack  Telnack,  Ford's  VP  of  Design.  Thus, 
breaking  with  tradition,  Telnack  implemented  a  pro- 
gram he  calls  "concept  to  customer,"  in  which 
designers  are  involved  in  every  aspect  of  the  product's 
development — from  the  initial  planning  session  to 
the  factory  floor  to  the  marketing  campaign.  Reor- 
ganized into  multi-disciplinary  teams  with  engineers, 


top:  the  VI y 
First  Sony  lino  of 
audio  products 
Middle:  the  new 
Ford  Escort 


ttollom:  Apple's 
Macintosh  I  < 


product  planners,  manufacturers  and  marketers, ' 
nack's  designers  began  work  on  a  new  mid-si; 
sedan  for  the  1985  model  year  called  Taurus. 

"The  Rugby  Approach" 

Following  what  Telnack  calls  "the  rugby  approach, 
which  everyone  runs  down  the  field  together  pass 
the  ball  back  and  forth,  the  Taurus  project  attrac 
considerable  attention  within  Ford.  Soon  even 
Chairman  paid  a  visit  to  Telnack's  studio.  " 
looked  at  our  models  and  wanted  to  kn 
whether  we  had  reached  far  enough  with 
design,"  recalls  Telnack.  "No  chief  executive  1 
ever  asked  us  that  question  before.  That's  wl 
i  I        we  knew  the  change  in  attitude  was  real." 
1 1  Since  the  introduction  of  the  Taurus,  the  ii 

'^k  gration  of  design  with  engineering  and  manul 
turing  has  slashed  Ford's  product  developm 
time  from  more  than  60  months  in  the  e£ 
1980s  to  less  than  40  mon  ths  for  the  new  Escort  sed 
"A  key  element  in  collapsing  that  time  has  been 
use  of  computer-aided  design  systems,"  says  Telna 
"which  allow  us  to  work  in  3D  directly  on  the  cc 
puter,  so  that  everyone  can  be  brought  into  the  p 
ect  right  away." 

On  many  fronts  CAD  has  revolutionized  the  m 
agement  of  design.  "The  ability  to  share  visual  i 
technical  data  across  disciplines  using  CAD  syste 
encourages  rapid  product  development,"  says  F 
Hill,  chairman  of  ind 
trial  design  at  the  Art  C 
ter  College  of  Design 
Pasadena,  California. 

This,  in  turn,  mal 
industrial  design  incre 
ingly  cost  effective.  Acc 
ding  to  figures  compiled 
the  Industrial  Design 
Society  of  America,  ev 
dollar  spent  on  desi 
results  in  an  average 
$2,500  in  sales  for  companies  with  less  than  $1  billi 
in  annual  sales  and  some  $4,000  for  those  with  re 
nue  exceeding  $1  billion.  In  a  recent  poll  conduci 
by  the  Gallup  organization,  senior  executives  rai 
industrial  design  60%  responsible  for  a  product's  s 
cess,  citing  cost  containment  and  consumer  satisf 
tion  as  the  primary  rewards  of  effective  design, 
other  words,  concern  for  design  isn't  mere  wind 
dressing — it's  the  window  itself. 

Design  as  a  Strategic 
Management  Tool 

Yet  not  everyone  is  listening.  According  to  La 
Keeley,  president  of  the  Doblin  Group  Strate] 
Design,  a  Chicago-based  planning  firm,  many  CE 
are  "colossally  uninterested"  in  the  benefits  of  desi 
management.  How  does  he  convince  them  to  listc 
"It's  very  simple,"  Keeley  replies.  "We  don't  t; 
about  design.  Instead,  we  talk  about  how  to  ere; 
strategic  advantage."  Track  any  product,  from  s 
packs  of  Seven-Up  to  Apple  Computers  to  Gene 
Motors  cars,  says  Keeley,  and  you  will  find  the  work 
between  seven  and  ten  different  designers.  Fir 
someone  designs  the  product  itself;  then  someo 
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Can  you  tell 
which  product 
was  created 
using  computer 
design? 

Good  design  can  mean  the  difference 
between  success  and  failure. 

That's  why  companies  like  SONY,  BMW, 
Johnson  &  Johnson,  Reebok  and  hundreds 
of  others  worldwide  rely  on  Alias,  the 
world  leader  in  3D  design  automation 
software,  to  give  them  the  competitive  edge. 


Whether  you're  in  automotive,  elec- 
tronics, consumer  goods  or  printing,  Alias 
helps  you  get  better  products  to  market  faster 
and  improve  your  bottom  line. 

Alias  gives  your  design  team  the  freedom 
to  quickly  explore  alternatives  and  the 
revolutionary  ability  to  evaluate  the  manu- 
facturability  of  their  designs.  It  provides 
highly  realistic  video  or  still  presentations 
to  help  management  assess  the  proposed 
design.  In  fact,  all  of  the  images  here  were 
created  with  Alias-not  one  is  a  photograph. 
And  once  approved,  the  3D  designs  are 
easily  transferred  downstream  to  engineer- 
ing and  manufacturing. 

Alias.  It  just  may  be  the  last  legal  means  to 
gain  an  unfair  competitive  advantage.  To  see 
how  you  could  benefit,  send  in  the  nearby 
reader  service  card. 

Alias.  Leading  the  world  in  design. 
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else  designs  the  packaging;  another  does  the  collat- 
eral graphic  design;  still  another  designs  the  user 
manuals;  while  another  handles  the  advertising,  sales 
literature  and  trade  show — eac  h  working  for  a  differ- 
ent department  with  its  own  point  of  view.  "Thev 
don't  talk  to  one  another.  Often  they  don't  even  know 
one  another."  says  keelev.  "As  a  result,  the  company's 
efforts  are  neither  holistic  nor  strategic." 

A  Model  for  Effective 
Design  Management 

This  lack  of  cohesion  is  a  problem  that  the  former 
chairman  of  IBM.  Thomas  J.  Watson. Jr.,  knows 
all  too  well.  In  his  recent  autobiography 
Father  and  Son,  Inc.,  Watson 
recalls  that  40  vears  ago  IBM 
computers  "were  the  very  epit- 
ome of  modern  technology,  on 
the  inside.  But  on  the  outside 
were  about  as  exciting  as  a  collection  of  fil- 
ing cabinets." 

The  solution,  he  decided,  was  to  hire  the  industrial 
designer  Eliot  Noyes,  a  rising  young  star  in  the  office 
of  Norman  Bel  Geddes.  as  IBM's  first  director  of 
design.  "To  make  IBM's  products,  offices,  buildings, 
brochures,  and  even  thing  the  public  saw  of  our  com- 
pany, exciting  and  modern."  The  first  test  came  in 
1952  with  the  redesigned  Selectric  typewriter,  an 
experience  that.  Watson  savs.  "got  our  typewriter  busi- 
ness out  of  the  red.  where  it  had  been  for  20  vears." 

Building  on  this  early  collaboration,  the  IBM 
Design  Program  has  since  become  the  standard  bv 
w  hich  all  corporate  design  efforts  are  measured.  With 
more  than  387.000  employees  in  more  than  130  coun- 
tries and  a  yearly  turnover  of  some  S60  billion,  how- 
ever, the  challenge  today  lies  not  onlv  in  creating  new- 
products,  but  in  coordinating  the  company's  current 
and  future  product,  graphic  and  information  design, 
architecture  and  interior  design. 

"We  understand  how  to  design  technology  and  tie 
things  together  into  systems,"  says  Tom  Hardy,  man- 
ager of  IBM  Design  Program.  "What  we  need  for 
products  is  someone  who  comes  from  another  point 
of  view-,  someone  with  a  worldwide  reputation  who 
can  give  us  honest  design  opinions."  For  the  past  ten 
years,  IBM's  industrial  design  consultant  has  been 
Richard  Sapper,  the  German-born  Milan-based 
designer  best  known  for  lighting,  furniture  and  con- 
sumer products. 

Working  with  IBM's  own  staff.  Sapper  has  designed 
such  high-profile  products  as  the  Convertible  laptop. 
PS  1  and  PS/2  computers  as  w  ell  as  unseen  w  ork  asso- 
ciated with  IBM's  Strategic  Design  Initiative — a  mas- 
sive yet  little-known  effort  to  ensure  that  future 
designs  incorporate  newlv  emerging  technology  in  a 
coherent  and  timely  manner. 

Managing  this  effort  requires  Hardy  and  Sapper  to 
hold  court  at  regular  design  reviews  and  quarterly 
meetings  of  the  IBM  Design  Council,  founded  by 
Chairman  John  Akers  in  1987,  in  which  top  executives 
view  new  products  and  discuss  company-wide  design 
issues  with  Sapper,  graphic  design  consultant  Paul 
Rand  and  information  specialist  Edward  Tufte. 
Attending  Design  Council  meetings  every  year,  Chair- 
man Akers  also  reviews  and  presents  the  annual 


Top:  Reebok's 
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Microsoft  Mouse 
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Thomas  J.  Watson,  Jr.  Design  Excellence  AwarJ 
which  honors  top  in-house  designers  with  bonusesl 

up  to  S25,000. 

"Unless  good  design  is  accepted  as  an  integral  pi 
of  the  corporate  culture,"  says  Hardy,  "it  ceases  to 
an  effective  tool." 

The  Role  of  Design  in 
Product  Success 

Isolating  the  effect  of  design  on  product  succes 
often  difficult  to  measure,  since  other  factors — su 
as  new  technology-,  revised  marketing  campaigns 
problems  in  a  competitor's  operation — can  plav 
decisive  role.  Consider  the  Microsoft  Mouse.  F 
years  ago.  the  software  giant's  innovative  comput 
programs  enjoyed  such  enormous  success,  push 
along  bv  an  outstanding  marketing  distribution  n 
work  and  superb  name  recognition,  that  its  one  lac 
luster  product — a  hand-held  mouse  controll 
designed  for  the  IBM  PC  environment — had  becoi 
an  embarrassment. 

Finally  Chairman  Bill  Gates  called  in  his  hardwa 
manager  Mike  Cooper,  who  in  turn  hired  three  S 
con  Valley  veterans — designer  Mike  Nuttall  of  Matr 
Product  Design,  human  factors  expert  Bill  Mo 
gridge  of  the  firm  ID  Two  and  design  engineer  Da\ 
Kellev,  who  created  the  first  mouse  for  Apple  Coi 
puter — to  redesign  the  Microsoft  Mouse  and  deli\ 
it  as  quicklv  as  possible.  "From  beginning  to  end,  t 
project  had  high-level  support,"  recalls  Nuttall.  "Ar 
time  Mike  Cooper  had  a  problem  that  we  couldr 
solve,  he  telephoned  Gates." 

"Just-in-Time"  Decision  Making 

Aside  from  Moggridge's  human  factors  research  m 
of  the  design  problems  were  solved  by  Nuttall,  Kell 
and  Cooper  in  one-on-one  brainstorming  sessions 
"a  technique  that  our  Japanese  manufacturer,  Alt 
found  a  bit  uncomfortable,"  notes  Cooper.  Instead 
taking  time  to  prove  each  detail  in  sequence,  as 
done  in  Japan,  the  designers  made  some  key  decisio 
with  less  than  100%  certainty.  In  short,  says  Nutta 
"the  entire  project  from  'let's  do  a  mouse'  to  havir 
the  product  in  hand  took  onlv  about  six  month 
Since  its  introduction  in  September  1987,  sales  of  tl 
redesigned  Microsoft  Mouse  h; 
soared  into  the  millions,  making 
the  most  popular  computer  perip 
eral  of  all  times. 


■■Illlllillllllll 


The  Role  of  External 
Design  Consultants 

In  the  view  of  James  Ryan,  a  partner 
Henrv  Drevfuss  in  New  York,  "exte 
nal  design  consultants  are  thriving 
the  moment,  because  we  can  tailor  our  resources 
meet  our  clients'  changing  needs.  That  saves  the 
huge  amounts  in  reduced  overhead."  Du 
ing  economic  slowdowns.  Ryan  observ 
that,  "CEOs  prefer  to  reduce  our  workloa 
rather  than  face  the  prospect  of  laying  o 
their  own  internal  staff."  In  general,  Dre 
fuss  maintains  their  best  relationships  with  firms  th 
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Imagine  what  a  Canon  Color  Laser  Copier 
could  do  with  a  pie  chart. 


The  Canon  Color  Laser  Copier  200 
:ould  do  a  lot  for  your  business.  And 
Digital  Image  Processing  is  the  reason. 

It  reproduces  graphics,  slides  and 
Dhotos  with  clarity  comparable  to 
professional  printing.  As  well  as  letting 
/ou  digitally  reduce  by  50%,  enlarge  up 
:o  400%  or  edit  instantly. 


And  with  automatic  feeding  and 
sorting  functions,  as  well  as  a  quick 
20  black-and-white  copies  per  minute, 
it's  one  color  copier  that's  all  business. 

To  find  out  more,  make  it  your 
business  to  call  1-800-OK-CANON, 
or  write  us  at  Canon  USA  Inc. 
P.O.  Box  3900,  Peoria,  IL  61614. 


E"|Oyeasy  eiiendeo  payment  «nti  rhe  Canon  Cte 
As*  lor  details  ai  pa'iiopaiino,  Canon  deaie's  andn 
Ava.iaWeoniy.nUS    OMiCannUSA  mc 


1989  "Manufacturer  of  the  Year" 

Awarded  rjy  National  Office  Machine  Dealers  Association 
;o  Canon  USA  Inc  tor  outstanding  dealer  support 


Canoti//^ onn 

COLOR  LASER  COPIER  HUU 

The  Digital  Difference. 


The  elegant,  aerodynamic  shape 
of  the  new  Buick  Park  Avenue 
is  certain  to  make  a  beautiful  first 
impression. 

But  its  beauty  is  also  apparent 
in  Park  Avenue's  superb,  highly 
refined  engineering. 

The  1991  Buick 
Park  Avenue. 


To  quote  Motor  Trend:  "Buick 
engineers  have  come  up  with  one 
of  the  quietest,  tightest  and 
smoothest  operating  luxury  sedans 
we've  everdriven." 

They've  developed  a  cabin  so 
comfortable  that  "just  sitting  in  the 
Park  Avenue's  roomy  interior 
is  pleasing." 
(Car  and  Driver) 

The  new  electron- 


introducing 
American 


■  ■  ■■ 


ically  controlled  transmission, 
AutoWeek  says,  "works  like  a 
dream."  And  the  new  3800  V6 


EPA  estimated 
miles  pergalloil 

18/21 

City 


engine  has  tuned- 
port  injection  for 
greater  horsepower. 

As  you'd  expect,  all  of  the  P 
Avenue's  accomplishments 
underscored  by  Buick  quali 

As  one  example  of  what  Bui 
quality  means,  the  J.D.  Power  ai 
Associates  1990  Initial  Quali 


rHE  Great 

5EAUTY. 


f     A,   '  I.  m 


Let's  get  it  together.  ..buckle  up.  ©1991  GM  Corp.  All  rights  reserved.  Park  Avenue  is  a  registered  trademarkof  GM  Corp.  rjjjjl 
*  J.D.  Power  and  Associates  1990  Initial  Quality  Survey?"  Based  on  owner-reported  problems  during  the  first  90  days  of  ownership.  IJ^J 


eySM  ranks  Buick  the  most 


ble-free  American  carline, 
le  second  year  in  a  row.  And 
inks  Buick  automobiles 


fifth  highest  in  initial  quality 
among  all  cars  sold  in  America* 

We  invite  you  to  visit  your  Buick 
dealer  today  and  test-drive  Buick 
quality  in  the  all-new  1991  Park 
Avenue.  Its  stylingand  engineering 
make  it  the  Great  American  Beauty 

For  more  information,  please 
call  1-800-3PARK-AVE. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 
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have  no  iiitcrii.il  design  staff.  "We  tend  to  work  closely 
with  top  management."  he  notes.  "That  way  we 
develop  a  sense  of  joint  ownership  and  a  drive  foi  suc- 
cess that  is  not  possible  without  high-level  input  and 
support." 

According  to  Roberi  Haves,  professor  of  manage- 
ment at  Harvard  Business  Sc  hool,  "the  greatest  suc- 
cesses seem  to  come  from  firms  that  establish  high 
goals  for  themselves,  then  use  tremendous  ingenuity 
to  achieve  those  goals."  W  hile  there  are  no  magic  for- 
mulas for  design  success,  says  Haves,  "the  best  pro- 
grams we've  studied  all  have  four  things  in  common: 
top  management  support,  a  concern  for  the  bottom 
line,  teamwork  combining  the  skills  of  designers, 
engineers  and  marketers,  and  careful  attention  to  the 
end-users'  functional  and  emotional  needs." 

Seven  Approaches  to  Effective 
Design  Management 

The  following  manufacturers  and  their  design  needs 
typify  the  challenges  facing  design  teams  searching 
for  the  "perfect"  solution: 

•  Ciba-Corning  Diagnostics — easy-to-use  diagnostic 
equipment 

•  Reebok — custom-fitting,  mass  produced  athletic 
shoes 

•  Thomson — TVs  with  a  European  flair 

•  Apple  Computer — hi-byte  c  omputers 

•  Herman  Miller — flexible  furniture  systems 


FSTiHLISH 
HIGH 
COALS 


( liba-Corning 
Diagnostics*  gel 
processor  for 
blood  serum 
analysis 
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Design 
Consultants 
for  Over 
Sixty  Years 
to  America's 
Leaders 


•  Sony — entertainment  products  for  rapidly  chz 

ing  lifestyles 

•  Nissan — cars  &:  trucks  in  categories  all  their  ov 
And.  upical  of  todav's  best  work,  each  project' 

guided  bv  a  design  management  team  blessed  with  ; 
acute  understanding  of  customer  needs. 

Know  Thy  Customer.  At  Ciba-Corning  Diagnost 
Corp.  (Medfield,  MA),  the  medical  diagnostics  si 
sidiarv  of  the  Swiss  giant  Ciba-Ceigv.  Design  Direct 
Robert  Potts,  manages  a  twelve-person  intern 
design  staff  that  is  "never  large  enough  to  handle  o 
workload."  As  a  result,  each  designer  works  closi 
with  external  consultants  while  concentrating 
research  to  determine  the  Tightness  of  each  produ 
"Top  management  has  learned  over  time  th 
design  is  not  a  luxury  that  you  can  tack  onto  a  pro 
uct,"  Potts  observes.  "Whether  by  intention  or 
default,  design  is  always  a  strategic  activity."  Oft< 
designers  at  Ciba-Corning  take  the  "Know  thy  ci 
tomer"  concept  to  heart,  interviewing  technicians 
well  as  phvsic  ians.  following  the  Potts  principle:  "vc 
can  never  know  your  customers'  needs  too  well 

CEO  Leadership.  Contrast  this  with  smaller,  mo 
nimble  firms  such  as  Reebok  International  (Bosto 
MA),  renowned  for  its  innovative  footwear,  and  ti 
difference  is  striking.  "Since  Reebok  is  structured  a 
marketing  firm,  all  of  our  design  efforts  are  ve 
much  a  team  effort."  says  Product  Managerjohn  Mc 
gan.  For  the  company's  top-selling  Pump  athlel 
shoe,  which  contains  a  bladder  th 
inflates  like  an  inner  tube  to  redn 
injury  and  provide  a  snug  fit,  Morg; 
brought  in  the  Boston  firm  Design  Co 
tinuum  to  help  design  the  shoe.  "Y 
midway  through  the  project,  the  intern 
marketing  staff  began  to  have  secon 
thoughts,"  recalls  Gian  Zaccai,  a  partn< 
at  I  >esign  <  i  mtinuum.  "In  the  end.  it  w; 
Reebok's  president  Paul  Fireman  wh 
felt  stronglv  about  the  shoe  and  perso 
allv  intervened  to  put  the  idea  back  o 
track.  His  unswerving  belief  in  thedesig 
literally  saved  the  project."  As  a  resul 
within  two  years,  the  Pump  has  spawne 
an  entire  division  within  Reebok  with  I 
different  styles  and  total  sales  approacl 
ing  S300  million. 

Penetrating  Foreign  Markets  With  U. 
Design.  At  Thomson  Consumer  Ele 
tronics  (Indianapolis,  IN),  the  Frencl 
based  conglomerate  that  acquired  RC 
from  General  Electric  in  1988,  the  desig 
problem  involves  reviving  a  famoi 
brand  name  that  has  been  allowed  t 
drift.  According  to  Thomson's  America 
Design  Manager  Louis  Lenzi.  "th 
French  have  given  us  a  free  hand  to  cr 
ate  new  product  groups."  including 
9-inch  AC/DC  portable — a  product  th^ 
has  proven  to  be  extremelv  popular  i 
the  French  market.  This  mav  be  the  fir 
television  in  modern  times  to  b 
designed  and  built  in  America,  for  shij 
ment  in  quantity  abroad,"  says  Lenz| 
Looking  to  the  future,  Thomson  is  no 
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resenting  A  Car  Well  Prepared  To  Take  On  Your  Fellow  Driver. 


Well,  at  least  some  people  give  you  fair  warning. 
Most  bad  drivers  don't.  They're  often  extremely 
spontaneous,  to  put  it  mildly. 

An  excellent  way  to  cope  with  some  of  their  worst 
lapses  is  the  Subaru  Legacy.™ 

It  has  an  advanced  full  time  four  wheel  drive  sys- 
tem that  helps  it  handle  sudden  turns  and  maneuvers 
with  remarkable  assurance.  Exactly  '  MW 
what  you'd  expect,  from  the  car  QUE 


maker  that's  offered  more  traction  to  more  people 
for  more  years  than  any  other. 

And  for  some  obstacles  that  even  the  agility  of 
four  wheel  drive  can't  sidestep,  the  Subaru  Legacy 
also  offers  the  controlled  stopping  power  of  sophisti- 
cated anti-lock  brakes. 

Look  at  it  this  way.  Since  the  next  guy  is  capable 
I  m  *      of  almost  anything,  shouldn't  the 

)#"\H^  same  be  ti  lie  of  your  next  car?  ■ 


We  built  our  reputation  by  building  a  better  car 


For  more  information  and  your  nearest  Subaru  dealer,  call  1800-284-8584. 


[The  new  RCA  I  lome Theatre.  Anything  more  real  would  have  sticky  floors.] 


The  people  who  introduced  television  proudly  present  the  first  movie  theatre  you  cai 
visit  in  your  boxer  shorts.  The  RCA  Home  Theatre  has  a  big  YTHP  picture  tube  thad 
incredibly  sharp.  It  has  surround  sound  capability.  With  pix-in-pix,  you  can  watch  twc 
things  at  once,  in  color,  with  the  help  of  your  VCR.  And  with  Master  Touch 
the  universal  remote,  you  can  control  two  VCRs  and  your  cable  box.  All  this  can  b< 


[The  new  RCA  symbols.  Nipper  is  back.  Along'  with  a  little  attitude.] 


>ne  without  dressing  up,  standing  in  line,  eating  overpriced  candy,  or  listening  to  some 
ly  behind  you  explain  the  plot.  To  see  and  hear  what  promises  to  become  the  most 
itched  theatre  in  the  country,  call  1-800- 3  36-1900,  or  visit  your  friendly  RCA 
ialer.  The  consummate  professional,  he  will  gladly  welcome  you  in  your 

)Xer   shorts.   But   would   prefer  not  tO.  Changing  Entertainment.  Again:  IlC/1 


special  ayertisixc  section 
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working  on  designs  for  their  first-generation  HDTV 
with  Intel  lot  in,  a  leading  design  consultant  with 
offices  in  Germany  and  Menlo  Park,  CA.  "Thomson 
believes  that  solving  RCA's  perception  problem  calls 
lor  both  an  international  perspective  and  Silicon  Val- 
ley know-how,"  says  Interform's  Peter  Lowe,  who 
des<  ribes  the  firm's  HDTV  prototype  as  "part  reality 
and  part  dream... a  prod- 
uct that  balances  design- 
as-art  with  design-as-pure- 
function." 

Designing  for  Maximum 
Value.  Tin-  use  of  outside 
resources  has  been  part  of 
the  design  strategy  at 
Apple  Computer  (Cuper- 
tino, CA)  ever  since  foun- 
der Steve  Jobs  invited 
Hartmut  Esslinger  to 
develop  the  firm's  "Snow 
White"  design  language  in 
198:?.  But  today,  Apple's 

consultants  no  longer  style  the  machines,  they  dive 
beneath  the  skin,  collaborating  with  the  firm's  prod- 
uct engineers  on  human  factors  and  technical  issues 
that  were  formerly  off  limits.  As  a  result,  Apple's  new 
Macintosh  SI  (Matrix  Product  Design),  Macintosh 
LC  (Lunar  Design)  and  the  wildly  popular  Mac  Clas- 
sic (Patton  Design)  are  the  most  easy-to-manufacture 
machines  that  Apple  has  ever  produced.  "We  didn't 
want  to  be  tied  to  a  single  vision  any  longer,"  says 
Robert  Brunner,  manager  of  Apple's  industrial 
design  division.  The  LC,  for  example,  is  a  careful  bal- 
ance of  form  and  function — its  chic  "pizza  box"  con- 
figuration (a  funky  look  designed  for  the  schools 
market)  combined  with  an  internal  layout  designed 
for  automated  assembly.  This  enables  Apple  to  deliver 
a  full-blown  color  computer  at  a  street  price  of  about 
$1500.  "As  technology  becomes  more  of  a  commod- 
ity," says  Brunner,  "we  have  to  create  added  value 
through  design." 

Sustaining  Competitive  Product  Advantage.  By  using 
outside  designers  to  develop  its  product  image  from 
afar,  Apple  has  taken  a  page  from  Herman  Miller's 
book.  Famed  for  its  work  with  George  Nelson  and 
Charles  and  Ray  Eames,  Herman  Miller  (Zeeland, 
MI)  has  maintained  a  consistent  philosophy  since  the 
late  1930s — one  that  forbids  in-house  employees 
from  designing  for  the  firm.  According  to  Design 
Manager  Dennis  Foley,  "we  treat  designers  as  'stars,' 
yet  keep  them  at  a  distance  in  the  belief  that  corpo- 
rate bureaucracy  inhibits  creativity.  At 
Herman  Miller  designers  are  given 
ample  time  to  "investigate  the  changing 
ways  of  work" — spending  months  on 
lifestyle  research  before  marketing  or 
manufacturing  managers  ever  see  the 
first  designs.  "Over  the  years,  we've 
come  to  trust  this  intuitive  approach 
over  foc  us  groups  or  surveys,"  says  Rob 
Harvey,  Herman  Miller's  senior  vice 
president  of  design  and  researc  h. 

Transplanting  Japanese  Design  Methods 
to  America.  The  atmosphere  at  Herman  Miller  could 
not  be  more  different  than  the  climate  inside  the 
Sony  ID  Center  (Park  Ridge,  NJ),  where  Design 
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Studio CAD 
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light  truck 
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Director  Liz  Powell  oversees  the  work  of  15  in-hoie 
designers  and  reports  to  Vice  President  of  Desii 
Akihiko  Amanuma,  who  in  turn  reports  to  Sonl 
board  of  directors. 

Like  Herman  Miller,  Powell  says  that  Soy  I 
designers  spend  a  lot  of  time  "keeping  up  with  t|  I 
world,"  reading  magazines,  studying  popular  cultil  I 
and  watching  how  people  live,  "with  an  eye  towsfi  § 
developing  products  that  serve  no  preexistia  I 
demand" — such  as  the  Walkman,  Watchman  aiil  I 
highly  popular  "My  First  Sony"  line.  Unlike  Herm|4  | 
Miller,  however,  Sony  managers  scrutinize  ev«  fj 
detail  of  a  new  design,  sometimes  more  than  on|  « 
before  the  product  is  allowed  out  the  door. 

"Often  a  designer's  first  concept  is  very  appealiij  ,j 
almost  seductive,"  says  Powell.  "Yet  at  Sony  the  mw 
agement  philosophy  is  never  to  trust  first  impri 
sions."  For  this  reason,  every  new  idea  is  put  throuj 
an  excruciating  internal  review — in  which  enginee 
marketers,  manufacturing  experts,  and  even  othl 
designers,  pick  the  design  apart,  measure  the 
tance  between  buttons  and  expose  every  visible  fit 
in  a  process  that  Powell  credits  as  the  source  of  Son! 
distinctive  look. 

Transplanting  American  Desii 
Methods  to  Japan.  By  contrast,  the  srjj 
of  design  management  practiced 
Nissan  Design  International,  Inc.  (S;i 
Diego,  CA)  encourages  the  notion  tf 
there  are  no  "right"  answers.  Under  t  !> 
direction  of  Jerry  Hirshberg,  vice  pret 
dent  of  design,  Nissan's  Americ;| 
design  office  does  not  even  report  » 
Japanese  management:  they  mall 
most  design  decisions  themselves. 
The  idea  for  NDI  stemmed  in  a  col 
versation  between  Hirshberg  and  Nissan  Chairing 
Takashi  Ishihara  in  1979.  "Ishihara  told  me,  'We  knef 
what  we  do  well,'  "  recalls  Hirshberg.  '"Our  strengtfc 
are  technology  and  manufacturing.  But  in  design  v| 
have  no  illusions.  We  must  learn  design.  But  befo 
we  can  learn,  we  must  first  observe.' "  As  a  result,  NI 
generates  many  of  its  own  projects,  such  as  the  19! 
Pathfinder,  1988  Pulsar  and  190  Gobi  prototype. 

Typically  each  design  begins  with  a  hundred  que 
tions.  "We  drive  our  Japanese  counterparts  crazy  wi 
questions."  say  Hirshberg.  "They  ask,  'Why  do  yc 
need  all  this  stuff?"  We  reply  that  designers  are, 
fact,  the  ultimate  consumer.  Therefore  we  need 
know  everything  before  the  new  design  can  begir 
Once  the  fire  is  stoked,  Hirshberg  encourages  h 
designers  to  assimilate  the  information  throug 
"play,"  which  induces  the  kind  intuitive  thinking  th 
Hirshberg  considers  vital.  "This  method  has  a  stror 
effect  on  the  Japanese  designers  who  come  to  woi 
here,"  he  notes.  "When  they  return  to  Japan,  they  tal 
back  a  new  set  of  eyes." 

Asked  to  describe  his  management  techniqu 
Hirshberg  offers  a  analogy.  "A  kite,"  he  says,  "can  on 
fly  when  it  is  tethered  to  the  Earth.  All  you  need  is 
string.  But,  small  as  it  is,  the  string  is  critical.  Hold  tf 
string  too  tightly,  and  the  kite  goes  nowhere.  But  hai 
die  it  just  t  ight,  giving  it  just  enough  tension  and  ju 
enough  slack,  and  the  kite  will  do  anything  you  ask 
This  special  advertising  section  ivas  written  by  Pal 
Kunkel  who  publishes  widely  in  the  field  of  design. 


Stan  Hart  Knows  A  Secluded  Course 

Where  The  Holes  Are  Challenging,  .  Now  Where  Do  You  Suppose 


It  only  follows  that  a  man  as  knowing  as  Stan  Hart  would  rent 
a  car  where  he  finds  the  most  luxury  Lincolns.  Where 
there  are  over  3,300  locations  worldwide  Where  every 
rental  passes  twenty-five  quality  checks.  And  price  is 
never  a  handicap.  Budget.  1-800-527-0700. 

The  Smart  Money  Is  On  Budget-™ 


We  feature  Lincoln-Mercury  and  other  line  cars 
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PUT  YOUR  HONEY  WHERE  VDUR  MARKET  IS 


LOOKING  for  top  MANAGEMENT?   We  otter  advertisers  a  wide  variety  of  geographic  editions  to  reach 
them  —  trom  LI  S  metropolitan  areas  to  a  worldwide  buy  that  includes  Local  Language  Editions  in 
C  hina,  Russia  and  Hungary.  You  get  exactly  the  area  you  need  to  reach   At  an  affordable  price. 

And  we  have  an  Industrial  Technology  Demographic  Edition  that  delivers  the  heart  of  the  North  American 
industrial  marketplace 

Worldwide  •  North  America  •  International  •  Industrial  Technology 

INTI  RNATIONAL  REGIONAL  EDITH  >NS:    Asia  •  Europe  •  Latin  America 

LI  S  REGIONAL  EDITIONS    Mid-Atlantic  •  Midwest  -  Northeast  -  Southeast  •  Southwest  •  West 

STATE:    California  •  Florida  •  Texas  •  Michigan  •  Massachusetts 

METRO:  Chicago  •  New  York  •  Washington  Baltimore 

Local  Languagi  Editions:  China  •  Russia  •  Hungary 


For  more  information,  contact  your  local  Business  Week  Representative 


A  fuming  smokestack  is  the  perfect  symbol  of  our  national  dilemma. 
On  one  hand,  it  means  the  jobs  and  products  we  need.  On  the 
other,  it  means  pollution.  Z+>  Some  think  having  one  without 
the  other  will  take  a  miracle.  We  think  it  will  take  natural 
gas.  $*>  Because  gas.  the  cleanest  of  all  fossil  fuels,  can 
reduce  emissions  across  the  board.  You  name  it  — 
CO.  C02,  N0X,  S02.  particulates  — and  natural  gas 
combustion  produces  none  or  substantially 
less,  tts  But  gas  is  more  than  clean.  It's 
extremely  efficient  as  well.  So  even 
fewer  pollutants  are  created  since 
less  fuel  is  expended  to  do  a 
job.       Which  also  reduces 
costs.  And  that's  another 
argument  favoring  gas.  It 
makes  the  fight  against 
pollution  more  affordable. 
And.  since  nature 
blessed  North  America  with 
vast  stores  of  gas.  it's  a  fight 
we  can  definitely  win.  With 
energy  security  and  a 
better  trade  balance  as  a 
bonus.  Z*s  Natural  gas. 
It's  not  the  only  answer, 
just  the  best  one  we  have 
right  now. 
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MEDIA 
COLOSSUS 

SONY  IS  OUT  TO  BE  THE  WORLD'S  ONE-STOP  SHOP  FOR  ENTERTAINMENT 


e  s  the  highest-ranking  American 
at  Sony,  so  it's  expected  that  Mi- 
chael F.  Schulhof  would  have  an 
office  packed  with  high-tech  toys.  "Come 
have  a  look,"  he  offers.  In  a  massive 
wall  closet  behind  his  desk  are  rows  of 
the  latest  Sony  machines:  digital-audio- 
tape,  laser-disk,  and  compact-disk  play- 
ers, and  plenty  more.  But  it's  an  IBM 
machine  that  Schulhof  singles  out  for 
show-and-tell.  The  computer  is  tied  into 
an  on-line  program  called  Aviation 
Weather  Service.  An  avid  pilot,  Schulhof 
uses  it  to  check  wind  currents  and  tem- 
peratures at  altitudes  thousands  of  feet 
above  ground.  Sometimes  he  signs  on 
when  he's  not  planning  a  trip — just  to 
peek  at  what's  developing  up  there. 

It's  a  fitting  pastime.  As  the  man 
charged  with  overseeing  Sony  Corp.'s 
entertainment  operations,  Schulhof,  48, 


must  anticipate  the  winds  of  popular 
taste — and  make  sure  Sony  is  there  with 
a  product  to  please.  The  Japanese  elec- 
tronics  giant,  armed  with  one  of  the 
best-known  brand  names  in  the  world,  is 
bent  on  building  a  media  colossus  so  it 
can  deliver  what  Schulhof  calls  "total 
entertainment."  That  is,  Sony  wants  you 
to  buy  videos,  laser  disks,  and  8mm  cas- 
settes of  its  movies  and  play  them  on  its 
N't'Rs,  laser-disk  players,  and  8mm  play- 
ers. Don't  forget  the  soundtrack:  Sony 
hopes  you'll  buy  it  and  play  it  on  your 
Sony  CD  player. 

Schulhof,  who  goes  by  "Mickey,"  is 
spending  heavily  to  get  there.  In  1988, 
he  engineered  Sony's  82  billion  purchase 
of  CBS  Records  Inc.  The  year  after,  it 
was  the  $3.4  billion  acquisition  of  Colum- 
bia Pictures  Entertainment  Inc.,  which 
includes  two  film  studios,  a  television 


unit,  and  the  Loews  theater  chain.  Bd 
that  still  wasn't  enough.  Schulhof's  la 
est  move,  announced  Feb.  27,  is  the  cri 
ation  of  an  electronic-publishing  arm  d 
sell  electronic  games  and  all  manner  d 
"multimedia"  software,  which  deliver! 
sound,  images,  and  text  on  computer. 
'important  era.'  Hardware-sof twar 
combinations  may  well  be  the  future  q 
electronics  companies.  Already,  formida 
ble  Matsushita  Electric  Industrial  Ccl 
has  followed  Sony's  lead  by  buying  mcJ 
Inc.  "We  are  coming  upon  a  very  impoif 
tant  era,"  says  Sony  CEO  Norio  Ohga 
"It  will  no  longer  be  enough  to  concen 
trate  solely  on  hardware." 

But  the  stakes  for  Sony  and  MatsJ 
shita  are  huge:  Multibillion-dollar  invest! 
ments  push  the  electronics  concerns  intl 
the  ring  with  some  of  the  world's  fiercj 
est  media  titans,  including  Time  Warnel 


INSIDE  SONY  SOFTWARE 

MOVIES  •  TELEVISION  •  MUSIC  •  ELECTRONIC  PUBLISHING 


MOVIES 

Columbia  Pictures 
Tri-  Star  Pictures 


Robin  Williams 
and  Robert  De  Niro 
in  Awakenings, 
Armin  Mueller-Stahl 
in  Avalon 
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TELEVISION 

Columbia  Pictures 
Television 


COVER  STOI 


U.S.  POINT  MAN 
SCHULHOF:  CAN 
A  TECHIE  SNIFF 
OUT  POPULAR 
TASTES? 


nc.  and  Germany's  Bertelsmann.  And 
ne  could  argue  that  Sony  isn't  particu- 
irly  well-armed.  Columbia's  film  studios 
re  far  from  Hollywood's  elite,  and  Sony 
lusic  Entertainment,  which  changed  its 
ame  from  CBS  Records  in  January, 
diile  more  respected  than  Columbia, 
as  been  dragging  domestically. 
Until  late  last  year,  Schulhof's  role  in 
haping  Sony's  new  direction  was  mainly 
hat  of  property  scout  and  dealmaker. 


But  with  the  new  acquisitions,  his  power 
has  grown  markedly.  In  December,  To- 
kyo-based Ohga  gave  his  chairman's  ti- 
tle at  CBS  Records  to  Schulhof.  Sony  also 
elevated  Schulhof  from  president  of  its 
U.  S.  company — which  includes  electron- 
ics, music,  and  film — to  vice-chairman. 

The  most  significant  title  was  yet  to 
come.  In  January,  Sony  created  a  new 
U.  S. -based  company,  Sony  Software 
Corp.,  that  put  film,  music — and  now 


electronic  publishing — under  one  um- 
brella. Schulhof  was  made  president.  His 
mandate:  to  oversee  the  activities  of 
the  new  entertainment  giant,  whose  ap- 
proximately $5  billion  in  revenues  for 
the  year  ending  Mar.  31  will  represent 
roughly  20%  of  Sony's  estimated  $27 
billion  worldwide.  As  part  of  that, 
Schulhof  must  call  upon  his  technologi- 
cal expertise  to  help  him  dream  up  new 
ways  for  Sony  to  use  its  entertainment 


MUSK 

Sony  Music 
Entertainment 


Ratings  champs 
Wheel  of  Fortune 
and  Designing  Women 


Salsa  crossover 
star  Estefan  and 
crooner  Connick 


properties  to  help  sell  electronics. 

It's  hard  to  imagine  a  more  unlikely 
entertainment  mogul  than  Schulhof.  Af- 
ter starting  as  a  physicist  at  Brookhaven 
National  Laboratory  on  Long  Island,  he 
has  spent  virtually  his  entire  working 
life  in  technical  jobs  at  Sony.  He  is 
known  as  a  careful,  analytical  thinker. 
He  has  a  proper  manner  and  a  precise, 
controlled  delivery — the  antithesis  of  the 
garrulous,  gossipy  personalities  running 
many  entertainment  properties.  "He's 
not  a  schmoozer,"  says  Allen  Grubman, 
attorney  for  pop  star  Michael  Jackson. 
"He's  not  rah-rah  showbiz." 

But  being  buttoned  down  in  a  world  of 
open  collars  is  the  least  of  Schulhof's 
problems.  Running  a  $5  billion-a-year  en- 
tertainment empire  will  mean  making  in- 
tuitive decisions  about  public  tastes  that 
may  not  come  naturally  to  an  executive 
whose  background  is  in  electronics. 
Schulhof  says  he'll  rely  heavily  on  Co- 
lumbia Chairmen  Peter  Guber  and  Jon 
Peters  to  run  the  film  and  television 
company.  But  the  duo,  whom  Sony  paid 
dearly  to  lure  away  from  Warner  Broth- 
ers Inc.,  have  never  managed  a  company 
as  sprawling  as  Columbia,  and  Schulhof 
will  need  good  judgment  when  making 
decisions  about  big-budget  moves. 

Schulhof  has  to  put  Sony's  record 
business  back  in  the  groove,  too.  Last 


fall,  Walter  Yetnikoff,  the  legendary  CBS 
Records  president  who  built  the  compa- 
ny into  a  powerhouse,  left  abruptly.  The 
resulting  vacuum  leaves  Schulhof  direct- 
ly responsible  for  creating  growth  in 
times  of  cutthroat  competition.  Sony  Mu- 
sic lost  its  No.  1  domestic  market-share 
position  in  1985  to  Warner  Brothers  Rec- 
ords. Warner  claims  to  have  usurped  the 
top  spot  worldwide,  too,  though  Sony 
disputes  that. 

empty  church.  At  least  Sony  Soft- 
ware's newest  addition — electronic  pub- 
lishing— isn't  saddled  with  history.  But 
after  several  years  of  industry  pro- 
nouncements about  the  multibillion-dol- 
lar  potential  in  multimedia  software  for 
the  home,  the  market  has  barely  materi- 
alized. Analyst  Bill  Coggshall  of  New 
Media  Research  calls  it  "a  choir  without 
a  congregation."  Schulhof  aims  to  woo 
customers  by  bundling  software  with 
hardware  that's  less  expensive  than 
what  is  currently  on  the  market. 

To  understand  Sony's  urgent  push 
into  entertainment,  it  helps  to  under- 
stand the  Betamax  fiasco.  Introduced  in 
1975,  Betamax  was  the  world's  first 
videocassette  recorder  for  home  use. 
But  in  the  1980s,  rivals  deprived  Sony  of 
its  lead  by  uniting  behind  another  for- 
mat— VHS.  Soon,  many  moviemakers 
weren't  even  releasing  their  films  on  Be- 


tamax, which  left  Sony  high  and  dry. 
Says  Schulhof:  "We  learned  a  lesson."" 
That  lesson:  Without  software,  such  as 
movies,  there's  no  guarantee  that  you'll 
sell  any  hardware. 

Nowadays,  Schulhof  and  Ohga  like  to 
talk  about  "synergies"  among  Sony's 
hardware  and  software.  For  instance, 
Sony  is  releasing  Columbia  movies  in  the 
new  8mm  format,  which  it  hopes  will 
fuel  sales  of  its  8mm  videorecorders  and 
players.  Columbia  is  also  building  a 
high-definition-television  editing  facility 
on  its  studio  lot.  hdtv  equipment  is  par- 
ticularly useful  for  adding  special  ef- 
fects, and  Sony  has  welcomed  other  stu- 
dios to  use  it.  As  the  leader  in  HDTV 
equipment,  Sony  will  benefit  if  Holly- 
wood gets  hooked  on  the  technology. 

Synergies  also  work  among  software 
units.  Schulhof  says  Sony  Music  artist 
Michael  Jackson  is  about  to  enter  into  a 
"much  more  synergistic  relationship" 
with  the  company.  The  singer  has  al- 
ready signed  to  do  a  movie  with  Colum- 
bia, and  he  could  turn  up  on  anything 
from  electronic  games  to  television  . 
shows — though  Schulhof  won't  specify. 

Nice  as  the  strategy  sounds,  some 
doubt  that  the  synergies  will  work  as 
Schulhof  imagines.  Lou  Kerner,  a  finan- 
cial consultant  to  the  film  industry, 
notes  that  with  only  a  slice  of  the  box- 
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SONY  CORP. 

(JAPAN) 

Akio  Morita,  chairman 
Norio  Ohga,  president,  CEO 


SONY  CORP.  OF  AMERICA 
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Masaaki  Morita,  chairman,  CEO 
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fice  total,  Columbia  lacks  the  leverage 
make  or  break  a  new  technology, 
iomeone  with  a  10%  market  share  can't 
ctate  where  the  market  goes,"  he  says. 
Others  suggest  that  the  double  em- 
lasis  on  electronics  and  entertainment 
uld  spell  trouble.  If  Columbia  were  to 
se  $25  million  on  a  dud,  as  it  did 
i  Isktar  in  1987,  resent- 
ent  could  flare  up,  especial- 
since  only  a  fifth  of  Sony's 
venues  come  from  soft- 
are.  And  the  vastly  larger 
.laries  earned  by  top  film 
id  music  executives  will 
:ely  raise  hackles  among 
eir  hardware  colleagues. 
)own  the  road,  some  con- 
ct  between  the  software 
id  hardware  parts  of  the 
isiness  will  happen,"  warns 
ichael  Dornemann,  chair- 
an  of  Bertlesmann  Music 
roup. 

ranslator.'  Schulhof  s  po- 
tion at  Sony  has  much  to 

i  with  his  ability  to  bridge 

to  other  realms:  American 

id    Japanese  cultures. 

:hulhof  and  CEO  Ohga  have 

i  unusual  rapport.  Schulhof 

tesn't  speak  Japanese,  but 

my  Deputy  President  Ken 

/aki  says  Ohga,  who  is  fair- 
fluent  in  English,  refers  to 

m  as  "my  translator,"  for 

s  ability  to  jump  in  and 

aborate  on  what  he  says. 

:hulhof  says  it  comes  down 
common  interests:  He  and 

hga  are  both  pilots  and  of- 
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ten  fly  together,  and  they  share  an  inter- 
est in  ham  radio,  art,  and  music.  Schul- 
hof's  training  also  links  him  with  Tokyo 
brass:  More  than  half  of  Sony's  board 
members  studied  physics. 

The  question  of  how  much  real  power 
Schulhof  has  is  hard  to  answer.  He  is 
not  a  member  of  Sony's 


BOX-OFFICE 
BLITZ 

Trying  to  get  Columbia  Pictures  ™G 
roaring  again,  Sony  is  shelling  out  top  dollar 
forbiq  names.  Among  its  upcoming  films: 

HOOK 

Steven  Spielberg  directs  Dustin  Hoffman,  Robin  Williams,  and 
Julia  Roberts  in  the  story  of  a  grown-up  Peter  Pan 
Estimated  cost:  $60  million 

HUDSON  HAWK 

Bruce  Willis  plays  an  ex-con  trying  to  stop  an  art-theft  scheme 
Estimated  cost:  $45  million 

RADIO  FLYER 

Richard  Donner  directs  a  drama  about  the  wild  dreams  of  two 
boys  whose  mother  has  just  remarried 
Estimated  cost:  $45  million 

BUGSY 

Warren  Beatty  is  a  charismatic  Las  Vegas  gangster 
Estimated  cost:  $40  million 


J 


BARBARIANS  AT  THE  GATE 

Casting  is  now  under  way  for  a  movie  based  on  the  best-seller 
about  Ross  Johnson  and  the  RJR/Nabisco  takeover 
Estimated  cost:  not  available 

DATA:  LOU  KERNER  S  ASSOCIATES,  BW  ESTIMATES 


five-man  management  committee,  which 
makes  key  decisions.  One  entertainment- 
industry  executive  calls  Schulhof  a  "con- 
duit" through  which  Ohga  controls 
American  operations.  Schulhof  himself 
says  he's  in  touch  with  Tokyo  frequent- 
ly— he  phones  Ohga  daily.  Iwaki  calls 
him  a  "telephone  maniac,"  adding 
that  if  the  phone  rings  be- 
tween midnight  and  6  a.m., 
"I  know  it's  Schulhof."  But 
he  says  Schulhof's  new  as- 
signment should  be  seen  as  a 
sign  that  Sony  expects  him 
to  play  a  "very  significant 
role"  at  the  company. 

Schulhof  grew  up  in  Great 
Neck,  L.  I.,  the  affluent  New 
York  suburb  where  his  par- 
ents settled  after  leaving 
Czechoslovakia  and  Germany 
in  the  1930s.  His  brother 
Thomas  says  Schulhof  was  a 
reserved  child,  preferring  his 
ham  radio  set  and,  later,  fly- 
ing lessons  to  sports  or 
socializing. 

Classmates  at  Iowa's  Grin- 
nell  College  remember  Schul- 
hof as  precocious.  "He  gave 
the  impression  he  knew  a 
lot,"  says  James  Harrington, 
a  fellow  student  who  now 
teaches  physics  at  Rutgers. 
"I  found  him  a  bit  abrasive." 
In  1962,  soon  after  lasers 
were  invented,  Schulhof 
chose  a  senior  project  involv- 
ing the  technology.  "The  rest 
of  us  didn't  have  any  appre- 
ciation for  what  this  was  all 
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MICHAEL  BOLTON 
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GEORGE  MICHAEL 
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about,"  says  Harrington.  As  a  postdoc- 
toral fellow  at  Brandeis  University, 
where  he  got  his  PhD  in  physics,  Schul- 
hof  was  chosen  to  work  on  a  prestigious 
research  project  at  Brookhaven  involv- 
ing magnetic-phase  transitions.  He 
stayed  on  two  more  years,  publishing  27 
papers  in  his  academic  years,  including 
17  while  at  Brookhaven.  He  also  married 
while  at  Brookhaven,  and  he  and  his 
wife,  Paola,  have  two  teenage  sons. 
FAST  track.  Schulhof  says  his  ambition 
all  along  was  to  combine  physics  with 
business.  A  family  friendship  with  then 
CBS  Records  President  Clive  Davis  led  to 
his  first  job  in  business,  in  1971,  as  assis- 
tant to  the  vice-president  of  operations 
at  CBS  Records,  which  involved  oversee- 
ing recording  studios  and  manufacturing 
plants.  In  1973,  Davis  introduced  him  to 
Harvey  Schein,  then  head  of  Sony  USA. 
Schein  hired  Schulhof  as  his  assistant. 

Because  of  his  scientific  background, 
"I  thought  he  would  fit  in  well  with  the 
executives  in  Japan,"  says  Schein.  And 
so  he  did.  Schulhof  moved  quickly  from 
one  job  to  the  next,  running  the  dictat- 
ing-maehine  division, 
magnetic-tape  operations, 
and  others.  In  the  mid- 
1970s,  Sony's  reputation 
was  hurt  by  the  notion 
that  when  its  machines 
broke,  it  was  impossible 
to  get  them  fixed.  Schul- 
hof built  a  new  service 
structure.  By  1981,  Sony 
asked  him  to  join  the 
board  of  CBS/Sony,  a 
joint  record  venture  it 
had  had  since  1967. 

Five  vears  later,  con- 
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SCHULHOF  HAS 
PROBLEMS  AT 
COLUMBIA:  HEAVY 
DEBT,  BURDENSOME 
OVERHEAD,  AND  A 
PENDING  LAWSUIT 
OVER  THE  PURCHASE 


nections  Schulhof  had 
made  in  that  post  would 
turn  Schulhof  into  a  deal 
maker.  When  Walter  Yetnikoff 
passed  the  word  to  Schulhof  in  1987  that 
CBS  Records  might  be  available,  Schul- 
hof, then  vice-chairman  at  Sony  Corp.  of 
America,  was  ready  to  pounce.  "Our 
mind  was  already  made  up,"  he  says, 
meaning  himself,  Chairman  Akio  Morita, 
and  Ohga.  Schulhof  negotiated  with  CBS 
for  a  year,  which  culminated  in  the  big- 
gest Japanese  acquisition  of  an  Ameri- 
can company  up  to  that  point. 

Buying  a  movie  company  proved  more 
complicated.  When  early  efforts  to  ac- 
quire mgm/i  a  Communications  Co.  got 
nowhere,  Schulhof  turned  to  Columbia 
Pictures.  Schulhof  had  told  Sony's  Tokyo 
brass  that  Columbia's  management  was 
in  such  turmoil  that  he  didn't  want  to 
buy  it  until  he  had  managers  of  his  own 
in  place.  So  he  enlisted  Yetnikoff's  help. 
Early  in  the  game,  they  were  turned 
down  by  superagent  Michael  Ovitz.  By 
the  fall  of  1989,  the  two  seized  on  the 
idea  of  hot  producers  Peter  Guber  and 
Jon  Peters  (page  74).  Yet- 
nikoff arranged  a  meet- 
ing, during  which  Schul- 
hof and  Guber  discovered 
they  were  fellow  hams.  A 
deal  was  subsequently 
laid  out  for  Guber  and 
Peters  to  each  get  an  an- 
nual salary  of  $2.75  mil- 
lion, plus  sizable  earnings 
incentives.  Sony  also  lat- 
er paid  $200  million  for 
the  producers'  publicly 
traded  company,  Guber 
Peters  Entertainment  Co. 


STORM  FRONT 
5-9  million 


Hollywood  is  still  clucking  over  whai 
Schulhof  and  his  team  did  next.  Jus, 
weeks  earlier,  Guber  and  Peters  ha< 
signed  a  five-year  contract  with  Warne 
Brothers.  Originally,  Guber  and  Peters 
Sony  contract  included  a  provision  that 
they  had  to  extricate  themselves  fronj 
Warner  before  they  could  work  for  tha 
Japanese  company.  But  Sony  chose  tc 
waive  the  provision.  "It  was  the  worsi 
kind  of  stupidity,"  says  one  analyst,  addi 
ing  that  it  gave  Warner  a  chance  t( 
"skin  them."  In  October,  1989,  Warnen 
slapped  Sony  with  a  $1  billion  suit  seek 
ing  to  block  Guber  and  Peters  from  join 
ing  Columbia. 

Schulhof  settled  the  lawsuit  bui 
looked  bad  in  the  process.  With  little 
experience  in  Hollywood,  he  was  sudden 
ly  pressed  to  make  tough  decisions 
about  the  value  of  various  properties  be 
ing  swapped  with  Warner.  In  the  end,  he 
gave  Warner  a  509'  interest  in  CBS  Rec 
ords'  huge  Columbia  House  video-andj 
record  club,  plus  cable  TV  distributior 
rights  for  features,  TV  films,  and  mini 
series  made  by  Columbia.  Sony  alsc 
swapped  Columbia's  35%  interest  ir 
Warner's  Burbank  studio  for  a  Culvei 
City  studio  lot  Warner  owned. 

At  the  time,  several  analysts  valuec 
the  properties  Columbia  gave  up  at  ap- 
proximately $500  million.  Schulhof  dis 
putes  that  strongly,  insisting  that  the 
settlement  cost  Sony  much  less.  "I 
understand  why  it  is  in  Warner's  inter 
est  to  make  the  settlement  look  large,' 
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Every  copier  company 
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Kodak  backs  them  up 
where  it  counts: 
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Kodak  copiers  perform  on  every  level:  with  products  that  deliver 

exceptional  quality;  with  service  that's  fast  and  reliable; 

with  innovations  designed  to  make  people  perform  better.  And,  Kodak 
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So  it's  no  surprise  that  independent  customer  surveys  rate 

Kodak  #  1  in  customer  satisfaction  year  after  year. 


Performance  that  counts 


he  says  but  adds  that  Sony  is  "satisfied" 
with  the  swap. 

He  has  plenty  of  other  worries  at  Co- 
lumbia now.  The  industry  consensus  is 
that  with  its  $3.4  billion  price  tag  plus 
$1.5  billion  in  debt,  Sony  overpaid  for  the 
company,  and  with  free-spending  Guber 
and  Peters  in  charge,  it  could  drag 
Sony's  earnings  down.  At  a  time  when 
other  studios  are  desperately  trying  to 
rein  in  costs,  Columbia  is  paying  $100 


million  to  refurbish  its  Culver  City  lot. 
And  a  flood  of  high-priced  executives 
has  pushed  annual  overhead  at  Colum- 
bia from  $200  million  to  $300  million  in 
two  years,  industry  executives  say. 
That's  not  counting  the  estimated  $700 
million  invested  in  film  development.  Co- 
lumbia and  Tri-Star  Pictures  have  al- 
ready launched  several  films  with  bud- 
gets estimated  above  $40  million  (table, 
page  67).  Another  potential  thorn  is  a 


lawsuit  pending  in  connection  witl 
Sony's  Columbia  purchase.  The  class  ajfc 
tion,  which  names  Schulhof  as  well  i 
Sony,  alleges  Sony  executives  macj 
"misleading"  statements  about  effon 
to  buy  Columbia,  depriving  some  Coluri 
bia  shareholders  of  a  hefty  stock-prid 
premium.  Schulhof  declines  comment.  ;; 

He  professes  confidence  about  Colurii 
bia.  Its  television  unit  can  be  counted  c| 
to  produce  strong  revenues  from  sua 


le's  only  29,  but  already  Olaf 
Olafsson  has  published  two 
I  best-selling  books  in  Scandina- 
via, a  collection  of  stories  and  a  novel. 
His  father  was  a  novelist,  so  his  pas- 
sion for  writing  isn't  surprising. 
What's  remarkable  is  that  he  finds  the 
time  to  do  it.  Olafsson,  a  native  of  Ice- 
land, has  spent  the  past  few  years 
working  as  an  executive  at  Sony  USA, 
and  can  write  only  at  night  and  on 
weekends.  "I'm  fortunate  in  that 
I  don't  need  a  lot  of  sleep,"  he 
says.  "It's  no  great  credit  to 
me — I'm  just  biologically  lucky." 

He's  been  pretty  lucky  profes- 
sionally, too.  A  protege  of  Sony 
USA  Vice-Chairman  Mickey  Schul- 
hof, Olafsson  was  recently  named 
president  of  the  new  Sony  Elec- 
tronic Publishing  Corp.  A  big 
part  of  his  task  is  to  help  Sony 
cash  in  on  the  sounds  and  images 
produced  by  its  record  and  movie 
companies — and  in  turn  create 
products  that  boost  demand  for 
its  hardware.  The  possibilities  are 
dazzling.  Using  compact-disk- 
reading  units  hooked  to  persona! 
computers,  consumers  can  use 
software  that  offers  sound,  still 
and  moving  images,  and  text,  all 
in  one  package. 

"Let's  say  a  child  is  doing  a 
research  piece  on  Mozart,"  Olafs- 
son says.  "He  could  put  the  ency- 
clopedia in  the  CD-ROM  drive,  type 
'Mozart'  on  his  PC,  and  get  a  list 
of  articles  about  Mozart's  life  and 
music.  If  he  wanted,  he  could  hear 
Eine  Kleine  Nachtmusik  at  the  click 
of  a  button." 

fast  learner.  Olafsson's  creative  tal- 
ents, coupled  with  a  strong  back- 
ground in  physics,  make  him  a  prime 
candidate  to  become  what  Schulhof 
calls  the  "new  breed"  of  Sony  manag- 
er. As  Schulhof  sees  it,  Sony  managers 
currently  fall  into  one  of  two  camps: 
electronics  or  entertainment.  Schulhof 
claims  he  and  Sony  CEO  Norio  Ohga 


are  the  only  two  with  "conversational 
ability"  in  both.  "I'm  training  Olaf"  to 
be  the  third,  he  says. 

Olafsson  may  be  a  Schulhof  protege, 
but  he's  no  clone.  While  Schulhof  spent 
his  boyhood  playing  with  a  ham  radio 
set,  Olafsson  wrote  fiction  and  played 
center-forward  on  a  local  soccer  club. 
He  later  got  a  full  scholarship  to  Bran- 
deis  University — where  Schulhof  got 
his  doctorate — and  chose  a  science-and- 


math  major.  "I  decided  to  study  some- 
thing I  didn't  know  anything  about," 
he  explains.  Evidently,  he  learned  fast. 
Says  physics  Professor  Stephan  Berko: 
"This  kid  was  absolutely  brilliant." 

Berko  says  he  urged  Olafsson  to 
stay  in  academia,  but  when  he  de- 
clined, the  professor  got  on  the  phone 
to  Schulhof.  "Mickey  had  always  told 
me  that  if  we  had  a  really  outstanding 
student  who  simply  didn't  want  to  go 
into  research,  to  call  him.  Knowing 


Mickey's  standards,  I  never  sent  him 
anyone  until  Olaf  came  along." 

Olafsson  joined  Sony  in  1984  as  a 
researcher  for  a  San  Jose  (Calif.)  unit 
that  sells  CD-ROM  drives  and  other  com- 
puter peripherals,  mainly  to  other  man 
ufacturers  for  use  in  their  own  ma- 
chines. Since  1989,  he  has  also  worked 
as  a  vice-president  for  special  projects 
for  Sony  USA,  reporting  to  Schulhof  in 
New  York.  There,  he  helped  plan  the 
new  company  while  evaluating 
new  technologies  and  investment 
opportunities. 

With  Electronic  Publishing 
he'll  be  competing  with  IBM,  Time 
Warner  Inc.,  and  several  other 
big  companies  that  have  recently 
entered  the  market  for  multi 
media  home  entertainment.  Olafs 
son  has  spent  the  past  few  weeks 
sounding  out  Sony  artists  about 
licensing  their  images  and  sounds 
for  use  in  the  new  technology.  A 
good  number,  both  with  Sony 
Music  and  Columbia  Pictures, 
have  shown  "strong  interest!'  in 
the  new  media,  he  says. 

Olafsson  faces  a  hardware 
challenge,  too.  While  roughly  10 
million  homes  have  PCs,  only  a 
tiny  fraction  also  have  CD-ROM 
units.  Now  used  mainly  for  busi- 
ness, the  units  run  from  $800  to 
$1,000.  To  lure  customers,  Olafs- 
son plans  to  bundle  CD-ROM  units 
to  plug  into  PCs  with  headphones 
and  several  software  packages — 
and  sell  it  all  for  under  $700. 
Meanwhile,  he  still  has  time  for  his 
writing.  His  novel,  Marketplace  of  the 
Gods,  about  industrial  espionage  at  a 
Japanese  company,  is  being  translated 
into  French  and  German.  His  second 
comes  out  in  October.  It's  about  a  72- 
year-old  Icelandic  man  who  has  lived  in 
New  York  City  since  World  War  II. 
But  don't  look  for  it  on  disk.  Novels, 
says  Olafsson,  are  one  form  of  enter- 
tainment still  best  enjoyed  on  paper. 
By  Andrea  Rothman  in  New  York 
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Great  leaps  in  technology. 
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wo  versions  of  the  heat 
xchanger:  the  jack 
ibbit  and  corrosion 
isistant,  shell  and  tube 
eat  exchangers. 


The  jack  rabbit's  survival  depends 
on  its  ability  to  compensate  for 
overheating.  When  the  heat  in  the 
desert  gets  too  intense  for  the  jack 
rabbit,  this  animal  keeps  its  body 
temperature  from  rising  with  the 
atmospheric  temperature  by  using 
a  natural  heat  exchanging  process. 
 The  fine  network  of  capil- 
laries running  through  the  jack 
rabbit's  long  ears  plays  a  vital  role 
in  dispersing  excess  heat. 

 What  the  jack  rabbit  does, 

thanks  to  its  long  ears,  Schott 
does  with  shell  and  tube  heat  ex- 
changers made  of  "Duran"  borosi- 
licate  glass  -  but  with  one  essen- 
tial difference. 


 Schott's  "Duran"  shell  and 

tube  heat  exchangers  are  used  in 
chemical  plants  to  cool  -  and  heat 
-  liquids  and  gasses.  What's  more, 
"Duran"  special  glass  offers  a 
distinct  advantage  over  other 
materials:  it  can  resist  even  highly 
corrosive  substances  and  with- 
stand thermal  shock  while  main- 
taining product  purity. 

 "Duran"  shell  and  tube 

heat  exchangers,  available  from 
Schott  Process  Systems  Inc.,  are 
just  one  example  of  how  Schott's 
innovative  development  responds 
to  specific  needs.  In  today's  world, 
special  glass  helps  keep  technol- 
ogy advancing. 


 Schott  worldwide:  50,000 

products,  50  production  facilities, 
represented  in  morethan  100  coun- 
tries, with  over  $1  billion  in  sales. 

 Schott  in  North  America: 

11  companies  employing  more  than 
1,800  people. 

 Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  B  41,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


O  SCHOTT 

Nobody  knows  more  about  glass 


"Digitals  network 

management 
capabilities  help 
Federal  Express 

provide  the 
type  of  service 
our  customers 
expect-the  best." 


"At  Federal  Express,  the  cus- 
tomer is  #1.  And  customers  call  us 
more  than  250,000  times  every  day. 
To  handle  those  calls  as  efficiently 
as  possible,  we  maintain  an  interna- 
tional call  center  network  built  on 
Digital's  network  management 
capabilities  and  third-party  appli- 
cations software. 

"Our  goal  is  to  service  every 
customer  inquiry  within  10  seconds. 
If  there's  a  problem  at  a  particular 
call  center,  the  calls  are  automat- 
ically re-routed  to  the  next  available 
center-without  the  customer  even 
knowing.  What's  more,  we  have  a 
multi-vendor  computer  operation, 
and  Digital's  flexibility  in  connect- 
ing to  other  systems  helps  us  pro- 
vide the  best  possible  service. 

"We  can  assure  the  same  high 
level  of  customer  service  at  every 
call  center.  And  the  capabilities 
Digital  gives  us  let  us  control  and 
monitor  the  entire  operation  from 
one  central  point-Memphis." 
The  rewards  of  working  together. 

Digital's  proven  networking 
helps  businesses  tie  their  operations 
together  and  work  more  efficiently. 

Today  with  flexible,  reliable 
networking  capabilities  that  enhance 
the  level  of  customer  service  your 
business  can  provide,  Digital  gives 
you  an  elegantly  simple  way  for 
your  people  to  work  together  more 
productively,  more  creatively,  more 
efficiently,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  129  Parker 
Street,  K29,  Maynard,  MA  01754-2198. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before.  Digital 

has 
it 

now 


Thomas  R.  Oliver 
V.P-Sales  and  Customer  Service 
Federal  Express  Corporation 


CAN  GUBER  AND  PETERS  LIVE  UP 
TO  THEIR  HYPE — AND  THEIR  SPENDING? 


E 


Iven  by  Hollywood  standards,  Pe- 
ter Guber  and  Jon  Peters  have 
I  always  been  an  odd  couple.  As  a 
struggling  law  student  at  New  York 
University,  Guber  stumbled  into  the 
entertainment  industry  in  1968,  when 
he  took  a  $450-a-week  job  at  Columbia 
Pictures.  Peters,  a  high  school  dropout, 
was  once  a  hairdresser  to  the  stars.  A 
relationship  with  one  glittery  customer, 
Barbra  Streisand,  paved  the  way  for 
him  to  produce  his  first  movie  in 
1976 — a  remake  of  A  Star  is  Born. 

Since  joining  forces  in  1980,  49-year- 
old  Guber  and  44-year-old  Peters  have 
been  riding  the  Hollywood  roller  coast- 
er to  their  own 
stardom.  Among 
the  producers'  hits: 
Rain  Man,  Goril- 
las in  the  Mist, 
and  the  1989  block- 
buster Batman. 
That  string  of  win- 
ners was  good 
enough  for  Sony 
Corp.  to  swap  as- 
sets with  Warner 
Brothers  Inc.  that 
many  valued  at 
more  than  $500  mil- 
lion to  secure  the 
duo's  services  in 
late  1989. 

Now,  much  of 
Hollywood  is  wait- 
ing to  see  if  the 
team  was  worth 
the  money.  "People 
in  this  town  who 
don't  like  to  see 
others  succeed 
have  been  predict- 
ing failure  for  them  from  the  moment 
they  went  to  Sony,"  grouses  record 
and  film  producer  David  Geffen,  a 
longtime  friend  of  both  men. 
gossip  trove.  This  isn't  the  first  time 
Guber  and  Peters  have  set  Hollywood 
tongues  wagging.  Insiders  still  com- 
plain that  the  duo  publicly  took  credit 
for  The  Color  Purple  and  Flashdance, 
two  films  they  had  little  to  do  with. 
And  Peters  is  a  gossip  columnist's  de- 
light, with  an  affair  with  Batman  star 
Kim  Basinger  and  the  time  he  pulled 
an  empty  pistol  on  two  workmen  at  his 
Aspen  home.  (Peters  contends  they 
were  trespassing,  and  no  charges  were 
brought.) 


These  days,  the  controversy  sur- 
rounding Guber  and  Peters  centers  on 
the  flood  of  money  they  have  spent  to 
jump-start  production  at  Columbia  Pic- 
tures and  its  sister  unit,  Tri-Star  Pic- 
tures. This  year  alone,  the  two  studios 
are  expected  to  spend  a  shocking  $700 
million  to  churn  out  films — nearly  dou- 
ble the  amount  studios  such  as  Para- 
mount Pictures  Corp.  intend  to  put 
out.  This  largess  shows  up  elsewhere, 
too.  Two  shiny  new  private  jets  now 
ferry  Columbia  executives  and  stars 
around  the  country,  and  pricey  oriental 
rugs  adorn  the  onetime  offices  of  Lou- 
is B.  Mayer,  which  now  house  Guber 
and  Peters. 

Peters,  who  is 
still  friends  with 
Streisand,  bought 
her  latest  film — 
Prince  of  Tides — 
from  MGM/UA  Com- 
munications Co., 
which  had  original- 
ly agreed  to  pro- 
duce a  film  based 
on  the  best-sel- 
ling novel.  Peters 
also  acquired  the 
much-maligned  Ra- 
dio Flyer,  whose 
screenplay  alone 
cost  the  studio  $1 
million.  After  firing 
first-time  director 
David  Mickey  Ev- 
ans, who  also 
wrote  the  script, 
Guber  negotiated  a 
$6  million  deal  for 
action  director 
Richard  Donner 
and  his  wife,  Lauren  Shuler,  to  direct 
and  produce  it. 

Columbia  executives  have  high 
hopes  for  the  film.  But  the  problems 
with  Radio  Flyer  started  tongues  wag- 
ging once  more.  Rumors  persist  that 
Peters,  who  has  added  his  former  wife 
to  the  Columbia  payroll  as  a  producer, 
may  soon  depart.  "Ever  since  I've 
known  these  two,  there  have  been  ru- 
mors," says  their  longtime  lawyer,  Ter- 
ry Christensen.  "But  they're  still  to- 
gether, and  I  don't  see  either  of  them 
going  anywhere."  After  all,  they  have 
a  studio  to  run — and  a  lot  of  someone 
else's  money  to  spend  on  it. 

By  Ronald  Graver  in  Los  Angeles 


shows  as  Wheel  of  Fortune  and  syndic!" 
tion  of  reruns.  Schulhof  says  ColumbI 
as  a  whole  is  turning  an  operating  prcl 
it.  And  though  he  refuses  to  commef 
on  specific  cost  runups,  he  says  Sot. 
can't  expect  to  build  a  major  studio  wit 
out  spending  big.  "We  are  in  the  bu* 
ness  to  take  risks,"  he  says. 

He'll  find  plenty  of  those  at  the  rel 
ords  unit  as  well,  including  spiralis 
costs.  Sony  recently  granted  Miens 
Jackson  a  contract  that  sets  wildly  hig 
new  standards  for  the  industry.  Besid^ 
an  equity-participation  agreement 
many  projects,  he'll  get  $5  million 
front  for  his  next  album  plus  abod 
twice  the  royalties  garnered  by  moj 
performers,  an  industry  executive  say] 
All  told,  the  contract  is  said  to  be  worl| 
at  least  $60  million.  Sony  is  also  creatir 
a  new  company  for  Jackson  so  he  C£ 
develop  young  talents. 
big  shoes.  A  more  immediate  concern 
finding  a  powerful  manager  to  run  tl 
record  company.  Industry  executives  sg 
Yetnikoff's  increasingly  volatile  beha 
ior  in  his  final  months  at  Sony  alienate 
performers  and  made  it  necessary  fcl 
Sony   to   push   him   out.  Yetniko: 
wouldn't  comment,  and  Sony  says  \ 
left  voluntarily.  Schulhof  won't  sal 
when  he'll  replace  Yetnikoff,  so  for  no\| 
he's  relying  on  the  chiefs  of  Sony  Mi 
sic's  U.  S.  and  international  operation! 
Sony  Music  USA  President  Thomas  II 
Mottola  is  thought  by  some  to  have  thl 
inside  track,  but  several  industry  execl 
tives  say  Mottola,  a  former  manage! 
lacks  the  breadth  necessary  to  run  a| 
entire  company. 

Succeeding  with  the  new  electron^  * 
publishing  business  is  a  challenge  of  ai 
other  stripe.  Sony  aims  to  build  deman 
by  making  the  necessary  hardware  mor 
cheaply  available  and  then  exploiting  i1 
vast  catalog  of  music  and  films  to  creat 
entertainment  and  educational  softwar 
There's  no  guarantee  that  consumer 
will  see  a  need  for  it,  but  analysts  sa 
Sony's  hardware  strength,  linked  to  a 
ability  to  tap  vast  film  and  music  a 
chives,  gives  it  a  good  shot.  Says  Ne- 
Media's  Coggshall:  "The  single  compan 
most  likely  to  succeed  in  this  busines 
would  be  Sony." 

Say,  for  argument's  sake,  that  th 
strategy  is  a  smashing  success.  How  fg 
would  it  propel  Schulhof  up  the  ladder 
He  doesn't  pretend  to  know.  But  he  ha 
faith  that  Sony  will  figure  out  how 
use  him  next.  "Every  time  I  thought 
was  getting  stale,"  he  says,  "top  mat 
agement  has  always  figured  out  anothe 
challenge."  This  time,  there  seems  littl 
danger  of  that  happening  soon. 

By  Andrea  Rothman  in  New  York,  wit 
Ronald  Grover  in  Los  Angeles,  Robert  Ne_ 
in  Tokyo,  and  bureau  reports 
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Chrysler  Minivaris: 
First 

WthAMinivanAirBag. 

First 
h  Owner  Loyalty 
First 

In  RwertmWarranty. 


CLEARLY.  THE  FIRST  MINIVANS 
ARE  STILLTHE  FIRST  MINIVANS. 

Dodge  Caravan  and  Plymouth  Voyager.  They're  the  first  and  only  minivans  with  a  driver's  minivan  air 
bag*  They  have  greater  owner  loyalty  than  any  minivans  t  (on  average,  62%  of  the  people  who  buy  one,  buy 
another).  They  come  with  the  longest  engine  and  powertrain  warranty  in  the  business:  7  years  or  70,000 
miles**  And  against  all  competition,  domestic  or  imported,  Dodge  Caravan  is  ranked  highest  in  customer 
satisfaction!^  Ready  for  a  minivan'  Think  of  us  first.  The  competition  does. 

a  Advantage:  Dodge  —  Advantage :  Plymouth 

•Air  bag  fully  effective  only  when  used  with  seat  belt  tCompanson  of  minivans  with  a  sufficient  sales  history.  - '  See  limited  warranty  and  its  restrictions  at  dealers,  t  tj.D.  Power 
and  Associates  1990  Light  Duty  Truck  Customer  Satisfaction  with  Product  Quality  and  Dealer  Service.  sm 


social  Issues 


ALCOHOLISM  I 


IS  BUSINESS  BUNGLING 
ITS  BATTLE  WITH  BOOZE? 


Cutbacks  in  programs  for  alcoholic  employees  could  cost  companies  in  the  long  run 


y    almost  any 
.measure.  Bill 
Daniels  is  one  of 
j  the   most  successful 
J  men  of  his  generation. 
A  pioneer  in  cable  tele- 
vision, he  has  built  a 
I  SI. 9  billion  cable  and 
mobile  communications 
empire  and  amassed  a 
personal  fortune  esti- 
mated at  S325  million. 
But  a  few  years  ago. 
Daniels  came  close  to 
losing  it  all  to  alcohol. 

Daniels,  now  70.  had 
been  drinking  heavily 
since  his  forties.  "I 
drank  even"  night."  he 
recalls,  "and  then  I 
staited  to  leave  the  of- 
fice earlier"  to  hit  the 
sauce.  Even  so.  Daniels 
kept  telling  himself  he 
was  fine.  Then,  after 
reaching  bottom  in  198-5 
i  in  a  Scottsdale  (Ariz.) 
hotel  room,  where  he 
drank  two  fifths  of 
scotch  in  one  night. 
Daniels  called  his  secre- 
tary for  help.  Later  that 
i  day.  his  two  top  lieuten- 
ants arrived  in  the  cor-   

porate  jet  and  took  Daniels  to  the  famed 
Bern"  Ford  Center  in  Rancho  Mirage. 
Calif.  He  had  six  weeks  of  intensive 
treatment  and  has  been  sober  ever  since. 
Moreover,  he  has  taken  his  career  to 
new  heights,  including  founding  Prime 
Network,  the  nation's  largest  regional 
cable  sports  network. 
Booze  is  the  substance  most  abused  in 
;  the  business  world.  Experts  estimate 


B 


ILL  DANIELS  AT  THE  BETTY  FORD  CENTER:  THE  CABLE-TV  PIONEER  HAS 
BEEN  SOBER  EVER  SINCE  HIS  1985  TREATMENT 


that  it  afflicts  at  least  of  senior 
executives,  such  as  Daniels.  And  of  the 
-<S6  billion-plus  that  alcoholism  costs  the 
nation  every  year  (table),  business  pays 
the  lion"s  share  in  extra  health  care,  lost 
productivity,  and  absenteeism. 

Employee  assistance  programs  iEaPsi. 
designed  to  help  workers  and  their  fam- 
ilies cope  with  personal  problems  that 
interfere  with  work  performance,  prolif- 


erated in  the  1980s.  To 
day.  more  than  70^  o: 
the  nation's  larges 
companies  offer  eap« 
that  include  help  for  al- 
coholics (table).  But  a* 
corporations  seek  to  cui 
health  care  costs,  recov 
ery  programs  are  ofter 
the  first  to  feel  the 
pinch.  While  few  com-l 
panies  have  wiped  oui 
benefits  entirely,  manji 
have  asked  their  insur-l 
ers  to  "manage"'  usageJ 
A.  Foster  Higgins  &1 
Co..  a  benefits  consult- 
ing firm,  reports  that 
87"~c  of  2.000  employers 
it  surveyed  now  limit 
substance-abuse  and 
mental-health  benefits, 
up  from  loc'(  in  1988. 

Over  the  long  term, 
however,  that  quick-fix 
approach  to  the  high 
costs  of  problem  drink- 
ing may  be  as  bad  for 
business  as  for  drink- 
ers. Treatment  is  expen- 
sive, but  it's  usually  a 
onetime  charge.  Many 
companies  have  learned 
that  skirting  the  prob- 
lem or  skimping  on  treatment  means 
paying  full  price,  in  salary  and  benefits, 
for  a  less  than  fully  functional  employ- 
ee— sometimes  for  years. 

Alcoholism  affects  employees  at  every 
level,  but  it's  costliest  at  the  top.  "I  don't 
know  of  anything  else  that  has  a  more 
deleterious  impact  on  upper  manage- 
ment." says  retired  Kemper  National  In- 
surance Cos.  CEO  James  Kemper,  a  re- 


ALCOHOLISM 
REMAINS 
DANGEROUSLY 
WIDESPREAD... 


*r  rut :.:-.«:.  3» 


I  Around 
18  million 
Americans 
have  a  serious 
drinking  problem 


I  Annual  deaths 
due  to  alcohol 
number  about 
105,000 


I  Of  all 

hospitalized 
patients,  25% 
have  alcohol- 
related  problems 


I  Alcohol  is 
involved  in  47% 
of  industrial 
accidents 


I  Half  of  all 
auto  fatalities 
are  due  to  DWI 
crashes,  23,352 
in  1988 
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;red  alcoholic  who  set 
>ne  of  the  nation's  earli- 
EAPs  in  1962.  It's  not 
i  to  figure.  An  execu- 

paid  $100,000  a  year 
;  bonuses  and  fringes 
)  is  unproductive  and 
;  large  health  claims 
s  more  than  an  $8,000 
•out  program. 
.  1990  study  done  by  Al- 
nder  &  Alexander  Con- 
ing Group  for  McDon- 

Douglas  Corp.  shows 
j  expensive  it  is  to  ig- 
e  substance-abuse  prob- 
s  in  the  workplace.  The 
many  found  that  in  the 
dous  five  years,  each 
•ker  with  an  alcohol  or 
g  problem  was  absent 
days  more  than  the  av- 
ge  employee  and  filed 
,000  more  in  medical 
ms.  Their  dependents 
d  filed  some  $37,000 
re  in  claims  than  the  av- 
ge  family. 

'urthermore,  company 
dies  show  that  interven- 
i  works.  Du  Pont  Co., 
ich  has  an  extensive  and  generous 
>,  has  found  that  about  807'  of  its 
)holic  workers  with  long  service  re- 
er  with  treatment.  General  Motors 
■p.,  whose  eap  counseled  6,400  em- 
jrees  with  alcohol  problems  last  year, 
ilmost  2%  of  its  work  force,  reports  a 
o  to  70%  success  rate,  well  above  the 

0  to  60%  national  average  for  problem 
ikers.  The  carmaker  estimates  that  it 
ns  $3  for  every  $1  spent  on  care. 
tis  up  Daniel  C.  Smith,  director  of 
Donnell  Douglas'  EAP:  "Our  feeling  is 
it  if  you  do  the  job  right  the  first 
e,  it's  cheaper  in  the  long  run." 
wer  bills.  A  case  in  point  was  Walter 
gsdill,  now  50,  who  went  to  McDon- 

1  Douglas'  eap  for  help  in  1983.  Stogs- 
,  then  a  supervisor  of  security  ser- 
es for  McDonnell's  Electronic 
items  Div.,  was  a  10-year  veteran, 
t  his  drinking  was  taking  a  heavy  toll. 

had  bouts  with  gastritis,  acute  pan- 
atitis,  and  depression,  all  symptoms 

alcoholism.  When  he  did  come  to 
rk,  "I  was  usually  hung  over  and  of- 
i  late,"  he  says. 

5togsdiH's  boss  spoke  to  him  several 


HOW  SOME  BIG  COMPANIES 
HANDLE  EMPLOYEE  DRINKING 


AT&T 

Treats  about  1,000  employ- 
ees a  year  for  alcohol  abuse, 
shifting  treatment  to  out-pa- 
tient care  whenever  possible. 
About  20%  of  workers  re- 
ceive in-patient  care 

DUPONT 

Benefits  pay  for  two  in-pa- 
tient stays  of  up  to  45  days, 
as  long  as  they're  a  year 
apart.  Recovered  alcoholics 
in  safety-sensitive  jobs  may 
return  to  their  posts 

McDonnell  douglas 

Dramatically  expanded  EAP 
in  1985  by  hiring  more  coun- 
selors. Serves  about  5%  of 
work  force  each  year.  Figures 
it  gets  a  4-to-l  return  on  its 
investment 


ANHEUSER-BUSCH 

Beer-tasters  must  take  a 
breathalyzer  test  before  they 
drive  home.  Employee  assis- 
tance program  (EAP)  treated 
about  675  people  last  year 
for  drinking  or  drug  problems 

GEHERAL  MOTORS 

EAP  launched  in  1972  now 
serves  more  than  6,000  work- 
ers with  alcohol  problems  an- 
nually. Two-thirds  of  em- 
ployes who  receive  treatment 
remain  sober 

UAL 

Program  launched  in  1978  is 
now  staffed  by  10  profes- 
sionals. Airline  pilots  with 
drinking  problems  are  moni- 
tored for  at  least  two  years 
after  treatment 


DATA:  BW 


times  about  his  job  performance  and 
chronic  absenteeism — the  best  way  to 
confront  an  employee  suspected  of  prob- 
lem drinking  (page  78).  Stogsdill  ap- 
proached the  company's  eap,  which  rec- 
ommended a  21-day  inpatient  program. 
Insurance  paid  80%  of  the  bill,  which 
came  to  about  $5,000.  Stogsdill  has  re- 
mained sober  since  his  treatment  and 
has  received  two  promotions.  He  now 
counsels  other  employees,  and  his  once- 
heavy  medical  bills  are  "minimal." 

Despite  such  success  stories,  reforms 
in  the  system  for  treating  problem 
drinkers  were  clearly  warranted.  For 
years,  it  was  a  medical  tradition  to  offer 
inpatient  alcoholism  treatment  only  on  a 
28-day  basis,  despite  evidence  that  for 
some  alcoholics  a  shorter  stay  works, 
while  others  do  well  as  outpatients.  Out- 
patient care  is  not  only  cheaper,  it  also 
allows  employees  to  continue  on  the  job. 
But  some  treatment  providers,  especially 
psychiatric  hospitals,  resisted  change. 
The  28-day  inpatient  stay  typically  costs 
$8,000  to  $10,000  but  can  rise  to  $15,000 
or  more.  The  point  of  managed  care  is  to 
examine  each  case  so  that  people  "end 


up  in  the  right  place,"  says 
President  Travers  Wills  of 
MCC  Inc.,  a  subsidiary  of 
Cigna  Corp.  that  manages 
substance  abuse  care. 
mangled  idea.  But  in  prac- 
tice, contend  critics,  some 
managed-care  companies 
have  mangled  a  good  idea 
by  emphasizing  cost  reduc- 
tion at  the  expense  of  indi- 
vidual needs.  In  some 
cases,  says  Michael  Ford, 
president  of  the  National 
Association  of  Addiction 
Treatment  Providers,  alco- 
holics must  fail  cheaper 
outpatient  care  before  be- 
ing considered  for  inpa- 
tient. Others  charge  that 
decisions  about  appropriate 
treatment  for  alcohol  abus- 
ers at  some  managed-care 
companies  are  made  by 
people  with  little  knowl- 
edge of  addiction.  A  gal- 
lows joke  making  the 
rounds  among  treatment 
providers  goes:  "For  man- 
aged care,  dial  1-800-Just- 
Say-No." 

There's  also  evidence  of  a  tougher 
new  attitude  toward  alcoholic  workers. 
Following  the  1989  Exxon  Valdez  disas- 
ter, in  which  Captain  Joseph  Hazelwood 
was  found  by  the  National  Transporta- 
tion Safety  Board  to  be  alcohol-impaired 
at  the  time  of  the  accident,  Exxon  Corp. 
revamped  its  policies.  Now,  even  work- 
ers who  have  been  successfully  treated 
for  substance  abuse  cannot  hold  "safety- 
sensitive"  positions,  encompassing  about 
107'  of  Exxon  USA's  20,000  jobs.  An  An- 
chorage jury  cleared  Hazelwood  of 
drunk  driving,  but  he  hasn't  gotten  his 
job  back. 

The  change  has  already  caused  con- 
flicts. One  of  the  first  involved  Theodore 
M.  Ellenwood,  45,  a  20-year  veteran  and 
chief  engineer.  Ellenwood  entered  an  al- 
cohol treatment  program  in  March,  1988. 
He  says  he  has  been  sober  since  and 
that  he  never  drank  on  the  job.  Exxon 
even  commended  his  work.  But  in  1989, 
the  company  invoked  its  new  policy  to 
demote  Ellenwood  to  first  assistant  engi- 
neer while  guaranteeing  his  old  pay  for 
five  years.  Ellenwood  refused  to  take 
the  job  and  is  suing  Exxon  Shipping  for 
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discrimination  and  breach  of  contract. 
Exxon  declines  to  comment  on  his  case. 

In  another,  well-publicized  case,  Debi 
K.  Eyerman,  38,  sued  Mary  Kay  Cosmet- 
ics Inc.  for  terminating  her  contract  as  a 
national  sales  director  in  January,  1989. 
Federal  law  and  many  state  laws  gener- 
ally prohibit  employers  from  firing  alco- 
holic employees  unless  they  pose  a 
threat  to  safety  or  their  performance  is 
unsatisfactory.  The  company's  notice  of 
termination  said  Eyerman's  drinking 
was  "not  sufficiently  under  control"  for 
her  to  be  dependable.  A  U.  S.  District 
Judge  in  Ohio  dismissed  her  suit  on  Nov. 


27  on  the  grounds  that  Eyerman  was  an 
independent  contractor  rather  than  an 
employee,  but  Eyerman  is  appealing. 

Policies  that  make  treatment  harder  to 
get  may  worsen  Corporate  America's 
biggest  drug  problem.  Kemper  believes 
that  companies  cutting  back  on  treat- 
ment "will  have  more  drunken  employ- 
ees. They  are  the  people  who  smash  up 
company  cars,  lose  customers,  and  make 
costly  mistakes."  Thus,  he  concludes, 
saving  money  on  treatment  "is  bound  to 
be  more  expensive  in  the  long  run." 

Alcoholism  experts  also  argue  that  pe- 
nalizing alcoholic  employees  who  get 


help,  as  Exxon  may  have  done  with  HI 
lenwood,  will  exacerbate  the  proble»l 
"It  will  discourage  people  from  gout 
into  treatment,"  says  Paul  Samuels,  el. 
ecutive  vice-president  of  the  Legal  .-H 
tion  Center,  a  nonprofit  law  firm  specif 
izing  in  alcoholism  and  drug  abua 
"That  will  increase  the  number  of  peon 
on  the  job  with  alcohol  problems."  f 
that  happens,  business'  bill  for  alcohol- 
ism seems  certain  to  grow  even  bigge| 

By  William  C.  Symonds  in  Rancho 
rage,  with  James  E.  Ellis  and  Julia  Fly 
Siler  in  Chicago,  Wendy  Zellner  in  Dall\ 
and  Susan  B.  Garland  in  Washington 


HOW  TO  CONFRONT— AND  HELP — AN  ALCOHOLIC  EMPLOYEE 


Unless  you  work  for  a  very  small 
company,  at  least  one  of  your 
colleagues  probably  has  a  drink- 
ing problem.  And  if  you're  a  manager, 
the  odds  are  that  you  haven't  done 
anything  about  it. 

Most  managers  dread  the  idea  of 
confronting  an  alcohol  abuser.  They 
don't  know  what  to  say.  In  some  fields, 
such  as  journalism  and  sales,  drinking 
may  seem  such  an  integral  part 
of  the  job  that  it  seems  unfair 
to  single  anyone  out.  And  you 
can  almost  count  on  getting  the 
runaround.  "No  one  but  alco- 
holics will  talk  so  much  about 
how  little  they  drink,"  says  Eu- 
gene McWilliams.  chairman  of 
the  National  Council  on  Alco- 
holism &  Drug  Dependence. 
delicate  ART.  Still,  McWilliams 
and  other  experts  say  interven- 
tion is  often  the  only  way  to 
get  an  alcoholic  into  treatment. 
Fortunately,  such  tactics  are 
especially  effective  at  work. 
"The  reality  that  your  job  is  on 
the  line  is  usually  quite  an  eye- 
opener,"  says  Carol  Cepress, 
who  runs  a  program  that  helps 
business  deal  with  alcoholics  at 
the  Hazelden  treatment  center 
in  Center  City.  Minn. 
But    intervention  doesn't 


Once  you  have  marshaled  the  facts, 
set  up  a  meeting.  But  don't  get  right  to 
the  point.  That's  the  last  thing  the  ex- 
perts recommend.  Instead,  they  advise 
managers  not  even  to  mention  drink- 
ing, let  alone  diagnose  alcoholism. 

Instead,  says  Susan  Swan-Grainger, 
executive  director  of  Employee  Assis- 
tance of  Central  Virginia,  which  pro- 
vides EAP  sendees  for  some  20.000  em- 


I  want  you  to  see  an  employee  ass 
tance  counselor."  To  give  the  worke 
an  extra  push,  Swan-Grainger  advise: 
setting  up  the  appointment  yourself. 

This  approach  leaves  the  diagnosii 
and  treatment  recommendations  t( 
trained  counselors.  But  you  can  in 
crease  the  odds  of  success  by  "tellin 
them  that  if  performance  doesn't  im 
prove,  they'll  be  disciplined,"  says  Dr 
Gary  M.  Kohn,  the  corporate 
medical  director  at  United  Ah 
Lines  Inc 

Consider  how  American  Tele 
phone  &  Telegraph  Co.  handlee 
Steven,  36,  a  middle  manager  ii 
its  international  operations  wh( 
was  addicted  to  both  alcoho 
and  cocaine.  Steven,  who  askec 
that  his  last  name  not  be  used 
says  he  was  coming  into  worl 
late  every  day,  often  on  little  oi 
no  sleep.  Early  last  year,  whil* 
exploring  a  possible  transfe 
within  AT&T,  he  ran  up  a  four 
figure  balance  for  personal  ex 
penses  on  his  corporate  credi 
card.  With  this,  AT&T  nixed  th( 
transfer,  and  his  boss  urge* 
Steven  to  see  a  counselor 
without  accusing  him  of  any 
thing  specific.  Steven  enterec 
treatment  in  May  and  has  beer 
sober  since.  His  performance 


work  if  it's  not  done  right.  Once  you 
suspect  a  problem,  begin  documenting 
instances  in  which  job  performance  has 
fallen  short.  Absenteeism  is  one  prob- 
lem characteristic  of  the  alcoholic  em- 
ployee. The  drinker  may  habitually 
leave  the  office  early  or  arrive  late  and 
take  more  days  off  than  others.  Acci- 
dents, errors,  and  an  overall  decline  in 
quantity  or  quality  of  work  are  increas- 
ingly evident.  An  alcoholic's  mood 
swings  may  also  lead  to  a  rise  in  con- 
flicts with  other  employees. 


ployees  from  different  companies, 
"keep  the  discussion  focused  on  perfor- 
mance." Outline  the  shortcomings,  in- 
sist on  improvement,  and  then  ask  if 
there  is  anything  you  can  do  to  help. 

The  alcoholic  employee  will  probably 
promise  to  improve.  But  almost  inevita- 
bly, performance  problems  will  recur, 
often  within  just  a  few  weeks.  Now, 
it's  time  for  a  tougher  session.  At  this 
meeting,  Swan-Grainger  says,  still 
avoid  the  issue  of  drinking,  and  say:  "I 
don't  know  what's  wrong  with  you,'but 


has  improved,  and  he  recently  got  an 
other  transfer  he  wanted. 

Many  managers  put  off  confrontinj 
employees  like  Steven,  often  in  the  be 
lief  they're  being  kind.  To  the  contrary 
confrontation  may  be  the  kindest 
course.  Steven  says  that  intervention 
"saved  my  life."  And  AT&T  seems  tc 
have  reclaimed  a  young  worker  whose 
gratitude  and  restored  ability  could  re 
suit  in  years  of  productive  service. 

By  William  C.  Symonds  in  Denver, 
unth  Peter  Coy  in  New  York 
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SOCIAL  ISS! 


There's  never  been 
a  better  time 
to  buy  a  Canon 
plain  paper  FAX. 


The  Laser  Class  "  FAX-L770  prints  on  plain 
paper  with  laser  technology  for  extremely 
high  quality  output.  It  gives  you  faxes  that 
not  only  look  great,  but  are  easy  to  handle 
and  file,  and  wont  curl  or  fade  over  time.  No 
wonder  more  people  choose  a  Canon  plain 
paper  FAX  than  any  other. 

The  FAX-L770  also  offers  UHQ  "  (Ultra 
High  Quality)  for  utmost  clarity  on  the  faxes 
you  send,  and  Hyper-Smoothing  which  helps 
clear  up  the  "fuzzy"  lines  and  edges  of  faxes 
you  receive — both,  Canon  exclusives. 

Not  only  that,  its  replaceable  cartridge 
contains  everything  that  can  run  out  or  wear 
out  in  the  printing  process,  and  can  be 
replaced  in  one  easy  step. 

Now,  in  addition  to  obtaining  this  Laser 
Class  technology,  you  can  take  advantage  of 
the  following  special  offers*  if  you  purchase  a 
FAX-L770  between  February  1st  and  April 
30th,  1991. 


Free  1MB  memory  upgrade. 

This  means  you  can  rely  on  your  Laser  Class 
FAX-L770,  even  when  you've  run  out  of  paper.  The 
additional  memory  allows  you  to  store  up  to  40 
pages  of  information,  which  can  be  printed  when 
the  paper  supply  is  replaced. 

Free  supplies. 

You'll  receive  two  replacement  cartridges  and 
an  8,000-sheet  supply  of  81/:"  x  11"  paper  with  your 
purchase.  So  you  wont  have  to  worry  about  fax 
supplies  for  up  to  one  year,  based  on  the  average  usage. 

No  finance  charges  for  up  to  one  year.+ 

Purchase  your  FAX-L770  with  a  Canon 
Credit  Card  and  you'll  incur  no  finance  charges  until 
February  22nd,  1992  + 

Two  years  of  maintenance  for  the  price  of  one. 

With  the  purchase  of  a  one-year  maintenance 
agreement,  your  Canon  FAX  dealer  will  provide 
another  year — free.  This  is  more  than  just  protec- 
tion, it  insures  top  performance  of  your  Canon  FAX. 

To  find  out  more  on  how  to  take  advantage 
of  these  offers  on  a  Canon  Laser  Class  FAX-L770, 
visit  your  nearest  authorized  Canon  FAX  Dealer 
or  call  1-800-OK-CANON. 


Canon 

LASER  CLASS  | 

F  A  X  -  L  7  7  0 


Enjoy  easy  extended  paymenis  w.th  the  Canon  Credit  Card 
Ask  (or  details  al  participating  Canon  dealers 
Available  only  in  U  S 


•Offers  available  at  participating  authorized  Canon  FAX  Dealers 

tSub|ect  to  credit  approval,  beginning  February  23rd,  1992.  tor  all  qualifying  purchases  made  on  your  Canon 
Credit  Card.  Finance  Charges  will  accrue  at  an  Annual  Percentage  Rate  of  up  to  1 7  88%  with  a  minimum  Finance 
Charge  of  501  for  any  month  m  which  a  Finance  Charge  is  due 
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BANKINGI 


WHY  EVERYBODY  WANTS 
THIS  LITTLE  PIGGY 


The  FDIC's  deal  is  turning  Bank  of  New  England  into  the  hottest  bank  on  the  block 


FOR  SALE:  Big  New  England  bank. 
Large  real  estate  portfolio.  323 
branches  over  three  states.  Assets:  $20 
billion.  Nonperforming  Loans:  So  bil- 
lion. Capital:  0.  Best  offer.  Act  now. 

That  may  not  sound  very  appealing. 
But  bidding  for  the  failed  units  of 
Bank  of  New  England  Corp.  has 
turned  into  a  heated  contest.  The  short 
list  of  suitors  reads  like  a  Who's  Who  of 
the  financial  world.  Possible  buyers 
range  from  BankAmerica  Corp.,  the  na- 
tion's second-largest  bank,  to  Wall 
Street's  master  dealmaker,  Kohlberg 
Kravis  Roberts  &  Co. 

Why  the  fuss?  BXE  may  turn  out  to  be 
one  of  the  finest  banking  trophies  yet 
sold  by  the  government.  With  323 
branches  spread  across  Massachusetts. 
Connecticut,  and  Maine,  BXE  has  an  ap- 
pealing consumer  franchise.  Sources 
close  to  the  deal  say  the  Federal  Deposit 
Insurance  Corp.,  which  is  managing  the 
sale,  would  like  the  buyer  to  put  in  fresh 
capital  of  at  least  $750  million — the 
amount  the  FDIC  has  so  far  paid  out 
of  its  Bank  Insurance  Fund  to  bol- 
ster BXE. 

But  the  FDIC  is  throwing  in  some  allur- 
ing incentives,  sources  say.  While  the 
buyer  may  get  about  $14  billion  in  earn- 
ing assets,  including  commercial  and 
consumer  loans,  it  won't  have  to  eat  any 
bad  loans.  The  FDIC  will  likely  spin  off 
BXE's  nonperforming  assets,  including 
$5  billion  to  $6  billion  in  mostly  nonper- 
forming real  estate  loans,  into  a  sepa- 
rate pool.  The  winning  bidder  will  re- 
ceive a  fee  for  managing  the  bad  loans, 
which  will  be  acquired  by  the  FDIC. 
'incredible.'  After  the  deal  is  done,  the 
new  owner  will  have  the  healthiest  bank 
in  recession-ridden  New  England — and 
one  of  the  strongest  in  the  country. 
Judging  from  past  sales  of  failed  banks, 
the  potential  profits  are  huge.  "It's  an 
incredible  deal,"  says  an  executive  at 
one  of  the  companies  bidding  for  BXE. 
"You  are  almost  certain  to  make  money. 
The  question  is  how  much." 

The  FDIC's  handling  of  the  BXE  sale, 


the  largest  of  the  recent  banking  crisis, 
is  being  watched  closely  for  what  it  may 
portend  for  future  rescues.  The  agency 
has  already  come  under  fire  from  some 
critics  in  Congress.  They  allege  that  past 
bailouts,  such  as  the  buyout  of  First  Re- 
public, based  in  Dallas,  by  NCNB  Corp., 
of  Charlotte,  X.  C,  and  the  purchase  of 
MCorp's  failed  units  by  Banc  One  Corp., 
in  Columbus,  Ohio,  included  unjustified 
incentives.  A  recent  report  by  the  House 
Budget  Committee  suggested  that  the 
generous  terms  may  have  given  the  buy- 
ers an  unfair  competitive  advantage 
over  other  Texas  banks.  Says  Represen- 


tative Charles  E.  Schumer  (D-N.  Y.) 
"These  findings  will  prompt  me  to  kee^ 
a  sharp  eye  on  the  final  arrangements 
that  are  made  with  the  disposition  of  the 
Bank  of  New  England." 

But  the  FDIC  may  have  little  choice 
but  to  give  BXE  buyers  a  sweet  deal 
Some  bidders  might  be  willing  to  offei 
more  than  the  $750  million  the  FDK 
wants.  But  regulators,  who  will  evaluate 
many  other  factors  in  picking  the  win 
ner,  will  likely  be  reluctant  to  ask  foi 
more  for  fear  that  higher  bids  mighl 
weaken  the  buyer's  financial  base.  Mos 
major  banks  couldn't  even  consider  a  bic 
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cause  of  their  depleted  capital  bases. 
The  battle  for  BNE  began  shortly  after 
was  seized  by  the  FDIC  on  Jan.  6.  Bur- 
ned by  acres  of  bad  real  estate  loans, 
IE  had  announced  a  few  days  earlier 
at  it  lost  $400  million  in  the  final  quar- 
r,  which  set  off  a  run  on  the  bank, 
ithin  days  of  the  FDIC  takeover,  a  team 
40  executives  from  Bank  of  America 
scended  on  BNE's  downtown  Boston 
adquarters  to  review  its  books.  Since 
en,  legions  of  bankers  from  institu- 
ms  such  as  KeyCorp  in  New  York, 
ireStates  Financial  in  Philadelphia,  and 
en  Banque  National  de  Paris  have  sift- 
through  BNE's  remains. 
Handicapping  the  bidders  is  far  from 


DATA:  BW 


tsy.  Many  analysts  believe  BofA  has 
e  best  shot.  Its  strength  lies  in  the 
nd  of  retail  banking  that  BNE  once 
■ided  itself  in.  And  it  has  deep  pockets, 
ith  $110  billion  in  assets,  it  earned  $1.1 
llion  last  year.  Its  capital  base  is 
nong  the  strongest  in  the  industry, 
ist  as  important,  BofA  has  endeared 
self  to  Washington.  At  a  time  when 
'gulators  are  trying  to  dump  insolvent 
ivings  and  loans,  BofA  has  acquired 
ne  failed  thrifts  in  the  past  year. 
Another  strong  contender  is  Banc 
ne.  With  an  equity-to-asset  ratio  of 
5%  and  a  relatively  healthy  loan  portfo- 


lio, Banc  One  is  considered  among  the 
strongest  banks  in  the  country.  More- 
over, it  has  proven  itself  a  successful 
manager  of  acquisitions.  The  super-re- 
gional has  acquired  97  banks  and  thrifts 
over  the  past  22  years.  Still,  one  of  those 
acquisitions  could  hurt  its  chances.  After 
purchasing  the  failed  units  of  MCorp  in 
1990,  Banc  One  has  already  been  a  bene- 
ficiary of  the  FDIC's  largesse. 

Frightened  by  the  prospect  of  a  pow- 
erful, non-New  England  bank  entering 
its  market,  Bank  of  Boston  Corp.  is  also 
in  hot  pursuit  of  BNE's  franchise.  Its  top 
executives  have  been  preaching  to  state 
and  federal  lawmakers  about  the  evils  of 
selecting  a  carpetbagger.  They  say  that 


a  local  merger  would  reduce  excess  ca- 
pacity in  the  region.  "We're  overbanked, 
overbranched,  and  we  need  industry  con- 
solidation" in  New  England,  says  Bank 
of  Boston  President  Charles  K.  Gifford. 
Further,  he  says,  outsiders  could  drain 
away  business  from  the  area's  already 
weakened  banks.  The  House  Budget 
Committee  report  found  that  NCNB's 
share  of  deposits  in  Texas  jumped  to 
17.8%  from  13.9%  within  nine  months  af- 
ter its  purchase  of  First  Republic.  Banc 
One  also  made  large  market-share  gains, 
the  report  says. 
So  far,  those  arguments  have  generat- 


ed little  support.  Few  businesses  or  poli- 
ticians are  backing  Bank  of  Boston,  in 
part  because  they  aren't  convinced  that 
an  outsider  will  harm  local  banks.  In- 
deed, many  believe  a  strong  outside 
bank  would  be  in  better  shape  to  lend 
money  and  possibly  alleviate  New  En- 
gland's severe  credit  crunch. 

On  top  of  this,  Bank  of  Boston  doesn't 
have  the  wherewithal  to  buy  BNE. 
Sources  familiar  with  the  bidding  pro- 
cess say  the  FDIC  would  expect  the  Bank 
of  Boston  to  come  up  with  more  cash 
than  it  is  requiring  of  other  bidders  to 
compensate  for  a  weak  capital  position. 
Bank  of  Boston's  real  estate  helped  pro- 
duce a  $395  million  loss  last  year.  Its 
capital  base  declined  slightly  even 
though  it  reduced  its  dividend  and  elimi- 
nated 2,800  jobs.  Analysts  say  the  suc- 
cess of  the  bank's  bid  will  depend  on  its 
ability  to  attract  new  capital.  Many  be- 
lieve the  bank  has  approached  several 
investors  about  a  deal.  Bank  of  Boston 
declined  comment. 

PREDATOR  IMAGE.  Still,  if  the  FDIC  Wants 

to  be  sensitive  to  such  regional  concerns, 
KKR  may  have  the  inside  track.  The  in- 
vestment firm  is  making  a  joint  bid  with 
Providence-based  Fleet/Norstar  Finan- 
cial Group.  Even  though  it  lost  $49  mil- 
lion last  year  because  of  New  England's 
real  estate  woes,  Fleet  is  considered 
among  the  best-run  banks  in  the  region. 
For  its  part,  KKR  will  provide  as  much  as 
80%  of  the  cash  by  tapping  its  longtime 
customers,  mainly  pension  funds. 

By  allying  itself  with  Fleet,  KKR  could 
soothe  critics  who  might  otherwise 
cringe  at  the  thought  of  awarding  a  lu- 
crative government  deal  to  one  of  the 
biggest  practitioners  of  leveraged 
buyouts.  Many  analysts  believe  KKR  lost 
out  on  the  bidding  for  MCorp  in  1989 
because  of  its  Wall  Street  predator  im- 
age. But  don't  look  for  KKR  to  remain  a 
New  England  banker  if  it  wins.  Wall 
Street  analysts  expect  the  investment 
firm  to  sell  off  its  BNE  interest  in  a  few 
years,  when  the  bank  should  have  recov- 
ered fully.  Such  a  sale  could  generate 
returns  of  24%  to  40%,  analysts  say. 

The  FDIC  hopes  to  select  a  winner  by 
spring.  The  deadline  for  all  bids  is  Mar. 
29.  Regulators  are  under  pressure  to 
conclude  a  deal  swiftly,  because  continu- 
ing uncertainty  about  BNE's  future  is 
bound  to  drive  more  depositors  away.  A 
final  deal  will  put  an  end  to  the  problem- 
ridden  life  of  New  England's  fourth- 
largest  bank.  But  if  the  winner  receives 
as  good  a  deal  as  many  observers  ex- 
pect, the  controversy  over  the  FDIC's 
handling  of  banking  bailouts  could  be 
just  heating  up. 

By  Geoffrey  Smith  in  Boston,  with  Cath- 
erine Yang  in  Washington,  Zachary  Schil- 
ler in  Cleveland,  Leah  Nathans  Spiro  in 
New  York,  and  Joan  O'C.  Hamilton  in  San 
Francisco 


ANDKAPPING  BANK  OF  NEW  ENGLAND'S  SUITORS 


Pluses 


Minuses 


AMERICA 


Nation's  second-largest  bank  is 
well  capitalized  and  has  strong 
retail  banking  expertise.  BofA's 
lending  capacity  could  ease  New 
England's  credit  crunch 


A  tough  competitor  that  could 
steal  business  from  other  banks. 
This  could  further  destabilize 
New  England  banks 


ONE 


Well-managed,  with  proven  abili- 
ty to  handle  a  failed  bank,  MCorp 
in  Texas.  Brings  fresh  capital  to 
region.  Banc  One  also  has  retail 
expertise 


By  acquiring  the  failed  banks  of 
MCorp,  Banc  One  has  already 
benefited  from  a  lucrative  FDIC 
bailout 


/NORSTAR 


A  merger  between  Rhode  Island's 
Fleet  and  BNE  would  produce 
dramatic  cost  savings,  while  KKR 
would  provide  new  capital 


Bad  loans  are  on  the  rise  at  Fleet. 
KKR's  reputation  as  a  leveraged 
buyout  master  could  be  a  politi- 
cal liability 


ISTON 

New  England  regional  would 

Bank  of  Boston  is  a  weak  con- 

reap huge  economies  of  scale 

tender,  with  a  pile  of  bad  loans. 

through  a  crosstown  merger  with 

The  bank  has  little  spare  cash 

its  old  rival 

and  would  need  fresh  capital 

Well-run  Boston  bank,  with  suffi- 
cient capital,  wants  to  buy  BNE's 
Massachusetts  bank 

Little  experience  in  handling  bad 
assets.  FDIC  reluctant  to  sell  BNE 
in  pieces 

'MOT 

Big  cost-cutting  opportunities 
could  be  realized  by  merging  the 
Hartford  bank  with  BNE 

Shawmut  is  badly  weakened  by 
bad  real  estate  loans.  Lacks  suffi- 
cient capital 

I.NCE 
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WILL  PHIBROS  DADDY 
SQUASH  ITS  AMBITIONS? 


The  oil-trading  firm  is  hot  to  expand — but  Salomon  is  cautious 


ost  Americans  will  never  forget 
the  evening  of  Jan.  16.  That's 
I  when  the  U.S.  began  bombing 
Iraq  in  response  to  Saddam  Hussein's 
aggression.  Traders  at  Phibro  Energy 
Inc.  will  never  forget  that  night  either. 
In  just  a  few  hours,  the  price  of  crude 
oil  crumbled,  plunging  from  832  a  barrel 
to  S21.  And  Phibro.  the  oil-trading  com- 
pany owned  by  Salomon  Inc..  was 
caught  with  a  huge  position  in  high- 
priced  oil  and  oil  futures.  Some  traders 
say  Phibro  lost  about  8100  million  on 
that  one  day.  Sources  close  to  the  com- 
pany say  it  took  a  840  million  hit. 

No  need  for  tears,  though — Phibro 
has  just  come  off  a  string  of  fat  years. 
Since  19ST.  it  has  been  the  envy  of  rivals 
and  the  pride  of  parent  Salomon,  earn- 
ing more  than  81.1  billion.  In  1990  alone, 
it  raked  in  a  stunning  8492  million.  So 
despite  January's  heavy  losses  and  the 


resignations  of  a  number  of  traders,  in- 
cluding two  who  sat  on  the  board.  Presi- 
dent Andrew  J.  Hall  retains  the  backing 
of  Salomon  CEO  John  H.  Gutfreund. 
"Andy  has  very  acute  trading  skills.  You 
don't  measure  the  risk  business  on  a 
one-month  time  horizon."'  says  Gut- 
freund. who  made  his  first  mark  on  Wall 

:  Street  as  a  bond  trader.  Says  Hall:  "Jan. 
16  was  a  freak  occurrence — we've  never 

']  seen  anything  like  it." 
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Hall  may  really  run  into  trouble, 
though,  in  earning  out  his  ambitious 
expansion  plans.  Over  the  past  five 
years.  Phibro  has  built  on  its  oil-trading 
prowess  by  diversifying  into  refining 
and  shipping  as  well  as  offering  new 
financial  products  to  minimize  the  risk 
of  fluctuating  energy  prices.  Hall  wants 
to  expand  so  that  Phibro  will  take  oil 
from  the  ground  to  the  gas  station.  "We 
could  have  the  scope  to  become  a  sizable 
energy  company  in  all  facets  of  the  busi- 
ness." says  Hall.  But  Gutfreund  is  a 
tough  sell.  He  may  not  want  to  put  big 
money  into  businesses  that  take  the 
company  far  afield.  "We  are  not  betting 
the  ranch."  says  Gutfreund  of  a  recent 
Phibro  investment  in  a  joint  oil-produc- 
ing venture  in  the  Soviet  Union. 

There  has  even  been  some  discussion 
at  Salomon  about  spinning  off  Phibro.  It 
has  about  780  trading  and  corporate  em- 

  ployees  and  1.220  refining  and 

drilling  employees  worldwide. 
r  compared  with  Salomon  Broth- 

ers' 6.700  employees.  As  a  sep- 
arate company.  Phibro  could 
|  make  acquisitions  by  issuing 
stock  instead  of  going  to  Salo- 
mon for  capital,  say  sources 
close  to  Phibro.  But  Gut- 
freund thinks  they're  better 
off  under  one  roof.  "We're  not 
presently  considering  splitting 
the  companies."  he  says. 

Despite  Phibro's  diversifica- 
tion, oil  trading  is  still  the 
core.  It  earned  8369  million  in 
1990's  third  quarter  after  Iraq 
invaded  Kuwait  and  the  price 
of  oil  soared.  A  big  chunk  of 
that  came  from  a  huge  posi- 
tion that  Phibro  had  taken  in 
June  and  July  to  take  advan- 
tage of  an  anomaly  in  the  fu- 
tures market.  About  95ri  of  the  time, 
crude  oil  trades  for  less  in  the  forward 
market  than  it  does  on  the  spot  market. 
But  in  June,  as  tensions  in  the  Mideast 
started  to  heat  up.  prices  of  forward 
contracts,  which  commit  the  seller  to  de- 
liver oil  at  a  set  price  and  time  in  the 
future,  were  trading  at  some  82  above 
the  spot  price  of  814  a  barrel. 

Hall  pounced:  He  bought  about  25  mil- 
lion barrels  of  North  Sea  and  similar  oil 


at  about  814  a  barrel  and  sold  North  Se£ 
forward  contracts  that  committed  Phi 
bro  to  deliver  oil  in  September  for  abou 
816  a  ban-el.  Then.  Hall  put  the  814  oil  ii 
storage  all  over  the  world,  including 
three  full  tankers  that  dropped  anchor  ii 
the  Gulf  of  Mexico. 
sure  thing.  Phibro  couldn't  lose.  I: 
prices  rose  by  September,  it  could  make 
delivery  on  its  forward  contracts  with  its 
stored  oil.  If  prices  fell,  the  loss  on  ita 
stored  oil  would  be  more  than  offset  b\ 
its  short  position  at  the  higher  price.  Ii 
fact,  says  Hall.  Phibro  had  locked  in  i 
profit  of  about  50c  a  ban-el  after  ship 
ping,  storage,  and  insurance  costs. 

By  Aug.  2.  when  Iraq  invaded  Kuwait 
oil  had  soared  to  about  826  a  barrel.  Bui 
the  price  of  the  forward  contract  rose  tc 
only  824.  flipping  the  market  back  to  its 
more  normal  pattern  in  which  future 
prices  trade  below  cunent  prices.  Phibrc 
was  able  to  sell  the  814  oil  out  of  storage 
for  826 — a  812  profit.  Then  it  bought 
back  its  816  forward  position  for  824.  foi 
a  loss  of  88  a  barrel.  The  result:  a  profit 
of  84  a  banel.  or  roughly  8100  millior 
before  transaction  costs. 

Few  energy  companies  could  have 
managed  such  a  trade.  With  its  ship- 
chartering  business.  Phibro  was  able  tc 
take  delivery  of  stored  oil.  It  was  also 
able  to  find  cheap  storage  space — a  key 
element  in  initiating  the  trade.  The  deal 
represents  Hall's  trading  philosophy, 
which  is  geared  toward  a  rising  oil  mar- 
ket: "We  like  trades  where  there's  lots 
of  upside  and  limited  downside." 

Phibro  does  other  kinds  of  complex 
"spread"  trades  as  well.  These  take  ad- 
vantage of  the  differences  in.  say.  the 
 :  

F1NANC 


ON  ONE  DAY  IN  JANUARY,  HALL'S 
UNIT  LOST  AT  LEAST  $40  MILLION 


J 


ces  of  spot  oil  and  oil  futures.  Spreads 

0  arise  among  the  60  different  grades 
crude  oil  from  the  North  Sea  to  West 
»cas  Intermediate,  different  futures 
ltracts  that  expire  in  different 
nths,  the  different  prices  oil  eom- 
nds  at  various  locations,  and  the  vari- 
■  of  oil  products. 

phibro  has  its  own  network  of  infor- 
tion.  Its  traders  all  over  the  world 
itinually  feed  information  to  a  central 
nputer  on  who  bought  what,  where, 

1  at  what  price.  "We're  trying  to  find 
3malies  where  something  is  sold  too 
iaply  in  relation  to  its  relative  value," 
rs  Hall.  "Then  we  lock  in  the  diserep- 
ly  through  hedging." 

3ut  the  refining  business  is  what  real- 
sets  Phibro  apart  from  its  Wall  Street 
npetitors.  On  average,  about  30%  of 
•enues  comes  from  refining,  according 
one  analyst's  estimate.  Refining  prof- 
depend  largely  on  the  size  of  crack 
•eads — the  difference  be- 
een  the  price  of  crude  oil 
i  refined  oil  products,  such 
gas  or  heating  oil.  Refin- 
\  has  also  helped  Phibro 
a  a  number  of  contracts 
:h  oil-producing  countries, 
e  ability  to  take  delivery  of 
nillion  to  4  million  barrels 
oil  a  day  gives  it  another 
ernative  to  reselling  crude 
purchased  in  the  spot 
irkets.  It  can  refine  the 
ide  oil  and  sell  jet  fuel,  for 
imple.  And  since  its  trad- 
i  are  getting  calls  from 
jple  who  want  to  buy,  say, 
ating  oil,  it  gives  them  in- 


sight into  whether  the  market  is  tempo- 
rarily out  of  line.  Phibro's  "biggest  ad- 
vantage is  being  extremely  plugged  into 
the  cash  market,"  says  Jack  Barbanel, 
CEO  of  First  Global  Asset  Management. 

Phibro  is  also  a  major  player  in  the 
estimated  $30  billion  energy-derivatives 
business.  Energy-derivatives  are  private- 
ly issued  contracts  that  let  companies 
minimize  the  risk  of  wildly  fluctuating 
energy  prices.  One  example  is  swap  con- 
tracts. For  a  fee  paid  to  Phibro.  a  swap 
may  allow  a  cruise-ship  company  to  lock 
in  a  $14  fixed  price  for  1  million  barrels 
of  high-sulfur  oil  for  a  year.  At  the  end 
of  every  month,  if  the  spot  price  of  the 
oil  is,  say,  $15,  Phibro  pays  the  cruise 
line  $1  a  barrel.  If  the  price  is  $13,  the 
cruise  line  pays  Phibro  $1  a  barrel,  thus 
swapping  the  floating  market  price  of  oil 
for  a  fixed  rate.  Banks.  Wall  Street 
firms,  and  the  big  oil  companies  are  now 
battling  Phibro  for  this  growing  market. 


HOW  PHIBRO  EHERGY  BOOSTS 
SALOMON'S  BOTTOM  LINE 


Pretox  income* 

Millions  of  dollars 

1986 

1987 

1988 

1989 

1990 

SALOMON  BROTHERS 

$796 

$253 

$513 

$534 

$416 

PHIBRO  EHERGY 

30 

60 

227 

375 

492 

PHILIPP  BROTHERS 

-3 

52 

48 

-116 

-168 

TOTAL  PRETAX  INCOME* 

823 

365 

788 

793 

740 

*Excludes  losses  due  to  nonrecurring  special  items  and  corporate  expenses  of  $30  mil- 
lion in  1986,  $140  million  in  1987,  $35  million  in  1988,  $53  million  in  1989,  and  $234 
million  in  1 990  DATA:  SALOMON  INC 


Phibro  started  out  as  a  unit  of  Philipp 
Brothers  Cos.,  the  former  giant  interna- 
tional commodities  company  that  traded 
everything  from  coffee  to  rubber.  In 
1981,  Philipp  bought  the  Wall  Street 
partnership  of  Salomon  Brothers  Inc.  In 
1983,  Phibro  Energy  was  formed  as  a 
separate  subsidiary  of  Philipp. 

By  1985,  Wall  Street  had  discovered 
the  world  oil  markets.  Rivals  such  as 
Goldman,  Sachs  &  Co.,  with  its  J.  Aron 
division,  and  Morgan  Stanley  Group  Inc. 
piled  into  the  trading  end  of  the  busi- 
ness. But  Phibro  went  further:  From 
1985  to  1988,  it  bought  four  refineries  in 
Texas  and  Louisiana  with  more  than 
300,000  barrels  of  daily  refining  capaci- 
ty, which  made  Phibro  the  fourth-largest 
independent  refiner  in  the  U.  S. 

In  1986,  Gutfreund  won  control  of 
Philipp  Brothers.  Phibro-Salomon  Inc. 
became  Salomon  Inc.  At  yearend  1990, 
Phibro  Energy  was  the  only  part  of  Phi- 
lipp still  extant.  Because  of  large  losses, 
Philipp's  nonenergy  businesses  were  ab- 
sorbed into  Salomon,  which  cost  that 
firm  a  hefty  $155  million  restructuring 
charge  in  1990.  The  refineries,  which 
cost  Phibro  $100  million,  are  now  worth 
about  $1  billion. 

legendary  status.  While  the  push  into 
refining  started  before  Hall's  tenure, 
most  accounts  give  him  much  of  the 
credit  for  Phibro's  success.  One  sure 
sign  of  Gutfreund's  appreciation  is 
Hall's  1990  bonus  of  an  estimated  $20 
million  and  his  December.  1990,  promo- 
tion to  Salomon's  12-person  board.  Hall, 
a  tall,  intense  British  citizen  with  an  MA 
in  chemistry  from  Oxford  University, 
spent  nine  years  at  British  Petroleum 
Co.  in  London  and  New  York  before 
starting  at  Phibro  in  1982.  On  weekends, 
Hall  unwinds  at  his  dairy  farm  in  Ver- 
mont. Within  Salomon,  Hall  approaches 
the  legendary  status  of  John  Meri- 
wether, the  bond  trader  who  is  said  to 
have  challenged  Gutfreund  to  a  $10  mil- 
lion game  of  liar's  poker. 

Neither  Gutfreund  nor  Hall  expects 
1991  to  be  as  spectacular  as  last  year. 
Phibro  could  even  post  losses  for  the 
first  quarter,  depending  on 
whether  it  uses  reserves  set 
aside  during  better  times  to 
offset  losses,  say  market 
sources.  And  if  oil  slumps  to 
$10,  it  could  weigh  heavily  on 
Phibro's  trading  profits.  No 
way,  says  Hall.  He  sees  oil 
ranging  from  $18  to  $22. 
From  domestic  producers  to 
the  Saudi  government,  "no 
one  wants  $10  oil,"  he  notes. 

Perhaps.  But  as  a  trader, 
Hall  knows  that  what  people 
want  is  not  always  what  the 
market  delivers. 

By  Leah  Nathans  Spiro  in 
New  York 
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BY  GENE  G  MARCIAL 


MARIO  GABELU: 
WHY  THIS  BULL 
IS  STILL  RAGING 


When  most  investors  pulled  in 
their  horns  in  early  Septem- 
ber after  Saddam  Hussein's 
invasion  of  Kuwait,  Mario  Gabelli  ex- 
uded optimism.  He  bought  stocks,  even 
as  the  Dow  plunged  some  400  points, 
to  2400.  Sure  enough,  his  persistence 
paid  off.  The  Dow  is  now  back  within 
shooting  distance  of  3000.  And  Gabelli 
is  as  bullish  as  ever. 

"I  don't  care  if  many  issues  have 
gone  up  30%  to  407<\  We  aren't  backing 
off  in  buying  stocks  that  we  think  are 
still  great  bargains,"  says  Gabelli,  who 
manages  more  than  $6  billion  in  five 
mutual  funds  and  several  partnerships. 

What's  fueling  his  optimism?  Apart 
from  the  waning  recession  and  declin- 
ing interest  rates,  America  has  won 
worldwide  respect  as  a  superpower. 
And  that,  he  believes,  will  soon  trans- 
late into  a  victory  in  resolving  the  na- 
tion's domestic  problems.  Because  of 
President  Bush's  high  popularity  rat- 
ing, Gabelli  thinks  he'll  be  able  to  make 
headway  on  the  budget  gap  and  in  de- 
signing a  much-needed  energy  policy. 

Gabelli  is  also  confident  that  Bush 
will  vigorously  push  the  Federal  Re- 
serve to  cut  interest  rates  and  ensure  a 
strong  recovery,  "perhaps  for  another 
prolonged  run."  Gabelli's  strategy:  buy 
industrial  companies  and  those  with 
niche  markets  that  will  benefit  from  a 
rise  in  consumer  demand. 
spy  ships.  Among  his  six  top  picks  is 
Trinity  Industries,  the  nation's  largest 
maker  of  railcars,  with  1990  revenues 
of  $1.3  billion.  It  also  makes  ships  for 
offshore  drilling  and  is  a  leading  mak- 
er of  metal  containers  used  for  storing 
and  transporting  liquefied  petroleum 
gas.  For  the  Navy,  Trinity  makes  tug- 
boats and  surveillance  ships. 

Gabelli  thinks  the  stock,  now  trading 
at  247s,  will  be  worth  70  in  three  years, 
when  it  should  be  earning  about  $10  a 
share.  Gabelli  has  accumulated  an  8% 
stake  in  Trinity. 

Another  pick,  Kollmorgen,  sports  a 
high  price-earnings  ratio  of  more  than 
50.  But  Gabelli,  who  has  a  W/<  stake, 
isn't  fazed  by  the  pricey  p-e,  since  he 
expects  a  dramatic  earnings  jump  as 
the  recovery  takes  hold.  Also,  Kollmor- 
gen has  been  a  rumored  takeover  tar- 
get, and  the  company  has  been  buying 
back  shares. 


GABELLI'S  TOP  PICKS 


Stock  Recent 
price 

P-E 
ratio 

Target 
price 

AFFILIATED  PUBS. 

Newspaper  publisher 

93/8 

26 

25 

AMERICAN  TV  &  COMM 

Cable  TV  systems 

40% 

37 

80 

DONALDSON 

Engine  air  cleaners 

38 

15 

55 

KOLLMORGEN 

Motors  and  controls 

11  Vs 

50 

24 

PARAMOUNT  COMM. 

Books  and  movies 

41% 

21 

70 

TRINITY  INDUSTRIES 

Railcars 

24% 

16 

70 

DATA:  GAMCO  INVESTORS  INC 


Among  companies  with  a  strong  con- 
sumer franchise,  Gabelli  is  high  on  Af- 
filiated Publications,  which  owns  The 
Boston  Globe,  New  England's  largest 
newspaper.  Affiliated  also  owns  bpi 
Communications,  a  fast-growing  pub- 
lisher of  specialty  magazines  such  as 
Billboard.  Currently  trading  at  9%, 
the  stock  is  worth  25,  according  to  Ga- 
belli. He  thinks  it  will  hit  45  by  1995, 
based  on  robust  earnings. 


THE  LOWDOWN 
ON  UPJOHN 


If 


|pjohn  was  high  on  the  Street's 
list  of  takeover  targets  last 
year,  but  the  stock  has  been  on 
the  ropes  of  late.  It  tumbled  some  5% 
on  Mar.  6,  to  42,  after  the  Food  & 
Drug  Administration  issued  an  adverse 
patent  ruling  involving  erythropoietin, 
or  Epo.  This  red-blood-cell  stimulant 
was  to  be  marketed  under  the  brand 
name  Marogen  by  a  joint  venture  of 
Upjohn  and  Chugai  Pharmaceutical  un- 
der license  from  drugmaker  Genetics 
Institute.  But  on  Mar.  6,  the  FDA  ruled 
that  Gl's  patent  is  invalid. 

So  the  Street  has  turned  its  back  on 
Upjohn.  But  wait.  With  its  chances  for 
an  earnings  jump  pushed  further  back, 
"Upjohn  is  more  vulnerable  to  a  take- 
over," argues  one  New  York  money 
manager  who  is  close  to  the  company. 
He  believes  that  insiders,  including  the 
Upjohn  family,  which  controls  10%  of 
the  stock,  had  figured  it  could  avoid  a 
merger  because  of  Epo's  bright  pros- 
pects. With  that  avenue  closed,  a 
buyout  may  be  in  the  works  again, 
says  the  pro. 
Another  observer  who  thinks  Upjohn 


is  ripe  for  a  buyout  is  Charles  La  Log- 
gia, the  editor  of  Special  Situation 
Report.  He  says  Upjohn  has  been  trad- 
ing just  the  way  Square  D  and  Vista 
Chemical  did  before  they  received  take- 
over bids.  Square  D  has  rejected  a  $1.9 
billion  tender  offer  from  French  elec- 
tronics giant  Schneider  and  is  now 
seeking  a  white  knight.  Vista  has 
agreed  to  be  acquired  by  German  oil 
company  RWE-DEA. 

Whispers  are  that  Upjohn  may  re- 
new contacts  with  British  drug  compa- 
ny Glaxo  Holdings,  which  is  believed  to 
have  made  an  unofficial  $60-a-share  of- 
fer in  1990.  Upjohn  and  Glaxo  said  they 
don't  comment  on  market  rumors. 


WHAT'S  THAT  ABOUT 
SMALL  PACKAGES? 


Comarco,  a  tiny  provider  of  engi- 
neering and  computer  services  to 
the  government,  appears  staid 
enough.  But  investors  seem  to  think 
otherwise.  Its  stock  is  hot — up  from 
1%  to  378  so  far  this  year. 

The  hidden  excitement:  For  a  compa- 
ny whose  market  capitalization  comes 
to  about  $20  million,  Comarco  has  a 
huge  order  backlog — $600  million 
worth — including  a  $120  million  con- 
tract with  the  Navy.  Comarco  provides 
a  variety  of  services  to  the  military, 
including  weapon-system  engineering 
and  testing  of  air-launched  missiles. 

One  of  Comarco's  fastest-growing 
units  makes  roadside  telephone  boxes 
for  GTE,  which  sells  them  to  state  and 
city  governments.  So  far,  Comarco  has 
shipped  6,000  call  boxes  that  are 
equipped  with  cellular  phones,  includ- 
ing 4,000  for  California's  freeways  and 
600  for  New  York's  parks  and  park- 
ways. "We  expect  call  boxes  to  grow 
into  a  $500  million  business  in  five 
years,"  says  President  and  ceo  Don 
Bailey.  Comarco  has  already  captured 
80%  of  that  market. 

Last  year,  the  company's  sales  to- 
taled $81.4  million.  Some  analysts  ex- 
pect earnings  to  jump  to  65$  a  share 
next  year  from  an  estimated  50$  this 
year  and  30$  in  1989. 

And  some  pros  see  more  than  just  an 
earnings  climb.  Money  manager  Mike 
Murphy,  who  edits  California  Tech- 
nology Stock  Letter,  believes  Comarco 
is  a  takeover  target.  "Any  aerospace 
company  that  wants  in  on  Comarco's 
businesses  is  bound  to  make  a  bid," 
says  Murphy.  He  thinks  Comarco  is 
worth  at  least  $8  a  share.  The  talk  is 
that  the  company  turned  down  an  in- 
formal $5-a-share  bid  in  1990. 
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The  new  Apple  Personal  LaserWriter  IS. 


;  pumps  out  as  much  as  four  pages  per  min- 
te.  Has  a  built-in  high  speed  serial  interface 
3  complicated  graphics  won't  slow  it  down, 
t  also  utilizes  TrueType.  And  it  even  prints  in 
ie  background,  so  you  can  be  working  at  the 
ame  time  it  is.  All  for  just  $1299. 

But  what  makes  these  printers  special  isn't 
jst  the  printers  alone.  It's  mat  they're  built  with 
le  same  philosophy  as  the  Macintosh  computers 
tieyre  intended  to  work  with. 

There  are  no  dip  switches  to  set.  No  cards  to  mess 
rith.  No  font  cartridges  to  buy.  And  they  work  the 
ame  way  with  every  Macintosh  and  every  Macintosh 


Teachers, 
students, 
executives, 
assistants,  doctors, 


program.  Just  plug  them  in.  Turn  them  on.  And 
theyYe  ready  to  start  printing. 

It's  all  part  of  the  seamless,  practical  ap- 
proach that  makes  it  easy  for  the  thousands 
of  people  who  use  a  Macintosh  to 
concentrate  on  solving  their  problems 
'accountants,  owners,  emphv-  instead  of  solving  their  computers. 

ees,  human  heini>s.  Nim  ei  eryone  ,i       •      1  i      1  11 

bos  the  nght  to  a  great  image.       Your  authorized  Apple  reseller  can 
show  you  exactly  what  we  mean.  If  you  need  help 
finding  a  reseller,  call  800-538-9696,  extension  625. 

And  discover  the  power  you  buy  a  com- 
puter for  in  the  first  place. The  power  to  do 
more  than  ever.  The  power  to  be  your  best." 


mr  best "'  are  registered  trademark,  and  True'l\fv  is  a  trademark  oj Apple  Computer,  mc  Prices  sbouti  are  suggested  retaii  But  who  pays  retail  anymore' Arid Speaking  of  pay,  your  dealer  am  eien  help  you  arrange  fmancmg 


Just  checking. 


At  Lufthansa,  there's  something  special  about 
the  way  we  check  our  planes.  During  production 
at  Boeing,  our  engineers  conduct  hundreds  of 
checks  on  our  new  Boeing  747s.  Then  at  our 
home  base,  engineers  inspect  every  inch  of  the 
aircraft.  And  right  before  every  takeoff,  we  again 
check  the  plane  from  top  to  bottom.  It's  our  drive 
to  have  your  flight  be  the  best  it  can  be.  We  like  to 
think  of  it  as  a  passion.  One  which  has  led  more 
than  150  airlines  to  have  their  planes  checked  by 
us.  It's  a  passion  you  feel  in  everyone  who  works 
at  Lufthansa.  A  passion  for  perfection™  that 
ensures  you  the  best  flying  experience  possible. 


A  passion  for  perfection. 


Lufthansa 


Lufthansa  is  a  participant  in  the  mileage  programs  ot  United.  Delta. 
USAir  and  Continental  See  your  Travel  Agent  for  details 


developments  to  Watc 


TED  BY  ROBERT  BUDERI 


DW,  MRI  PATIENTS 

DN'T  HAVE  TO  BE  SO  PATIENT 


Few  things  in  medi- 
cine cause  claustro- 
phobia like  a  magnetic 
resonance  imaging  (MRI) 
exam.  For  more  than  an 
hour,  patients  lie  still  in- 
side a  body-length  tube 
that  emits  eerie  pulsing 
sounds  as  it  takes  a  se- 
ries of  body  scans.  Now, 
though,  researchers  at 
General  Electric  Co.  and 
Brigham  &  Women's 
Hospital  in  Boston  have 
a  way  to  ease  the 
leeze — enabling  MRI  exams  to  be  done  in  a  fraction  of  the 
le  they  are  now.  For  instance,  they  can  cut  the  wait  for  a 
tin  scan  from  about  nine  minutes  to  just  30  seconds. 
Phe  technique,  employing  a  hardware-software  combination 
led  Fast  Spin  Echo  (FASE),  offers  more  than  speed:  Its  512- 
512-pixel  matrix  provides  twice  the  resolution  of  convention- 
al images.  That  lets  doctors  see  bones  and  organs  more 
arly — and  distinguish  between  tissue  types.  GE  plans  to 
er  FASE  as  an  upgrade  to  its  existing  MRI  units  as  soon  as 
:  Food  &  Drug  Administration  approves  the  technology. 


EW  ALCHEMY  THAT  TURNS 
\S  INTO  GASOLINE 


Iatural  gas  is  abundant  and  cheap.  If  scientists  could  find 
an  efficient  way  to  use  it  as  a  petrochemical  feedstock, 
iduct  costs  and  U.  S.  dependence  on  foreign  oil  could  be 
;atly  reduced.  So  far,  wasteful  methods  that  employ  high 
nperatures  and  pressure  have  offered  the  only  options  for 
iverting  methane  to  petrochemicals.  But  researchers  at  Ar- 
me  National  Laboratory  near  Chicago  have  another  idea, 
/ictor  A.  Maroni,  an  Argonne  materials  science  researcher, 
vorking  with  catalysts  he  calls  "molecular  sieves."  The  pore 
e  of  these  sieves  can  be  tailored  so  that  only  certain-size 
lecules  can  pass  in  or  out — letting  only  specific  chemical 
ictions  take  place.  Although  such  catalysts  are  now  used  in 
ustry,  the  key  feature  of  Maroni's  sieves  is  that  they  also 
i  sprinkled  with  metal  additives  such  as  cobalt  that  can 
;ak  the  bonds  of  methane.  That  lets  a  sieve  with  small  pores 
used  to  make  ethylene  from  natural  gas — whereas  larger 
•es  could  yield  gasoline.  The  Energy  Dept.  sponsors  Maro- 
;  work,  and  several  petrochemical  companies  are  interested 
licensing  his  technology. 


IN  LAB-GROWN  CELLS  THWART 
&RKINSONS  AND  ALZHEIMER'S? 


ast  year,  Johns  Hopkins  University  scientists  announced 
Ithat  they  had  cultured  laboratory-grown  brain  cells — mark- 
;  the  first  time  anyone  had  been  able  to  coax  neurons  to 
)w  outside  the  body.  Now,  Nova  Pharmaceutical  Corp.  in 
ltimore  has  licensed  these  cell  lines  and  hopes  to  implant 
netically  modified  versions  in  humans  to  treat  Parkinson's 
i  Alzheimer's  diseases. 

rhe  tremors  and  loss  of  muscle  control  in  Parkinson's  stem 


from  a  degeneration  of  neurons  in  the  brain  that  produce  the 
chemical  dopamine.  The  most  promising  research  in  the  past 
has  involved  transplanting  fetal  brain  cells  into  the  brains  of 
severely  affected  patients.  But  under  pressure  from  anti-abor- 
tionists, the  federal  government  has  banned  funding  for  fetal 
cell  research.  Nova  researchers  think  they  have  a  better  idea: 
splicing  genes  that  produce  the  precursor  to  dopamine  into  the 
Hopkins  brain  cells.  In  rats,  the  cells  thrive  and  connect  with 
other  neurons  in  the  brain.  In  a  few  months,  Nova  researchers 
expect  to  have  spliced  genes  for  the  enzyme  that's  missing  in 
Alzheimer's  patients  into  the  neurons  as  well.  The  first  human 
tests  for  both  these  treatments  could  begin  in  two  years. 


U.S.  AND  SOVIET  CHIPMAKERS 
ARE  ITCHING  TO  DO  DEALS 


Despite  political  unrest  in  the  Soviet  Union,  Soviet  officials 
who  recently  visited  Silicon  Valley  say  they  are  still  hop- 
ing for  joint  ventures  that  will  build  products  on  their  native 
soil — using  a  combination  of  Soviet  and  American  technology. 
No  one  doubts  that  the  U.  S.  has  a  lot  to  contribute.  The 
question  is  whether  the  Soviets  have  any  technology  to  trade. 

American  semiconductor  experts  who  attended  an  electron- 
ics conference  in  Minsk  last  October  say  they  do.  They  report- 
ed at  a  U.  S.  chip  conference  in  February  that  a  Minsk-based 
company  called  Integral  Corp.  claims  to  have  a  prototype  of  a 
chip  that  can  perform  math  calculations  10  to  20  times  faster 
than  rivals  made  by  Intel  Corp.,  says  Richard  C.  Jaeger,  an 
engineering  professor  at  Auburn  University.  And  Signal  Co.,  a 
subsidiary  of  a  Russian  TV  manufacturer,  says  it  has  a  novel 
computer  program  that  can  be  used  to  design  advanced  chips. 
Meanwhile,  some  45  Soviet  scientists  will  be  pitching  their 
expertise  on  everything  from  superconductors  to  lasers  at  the 
Soviet-American  Symposium  on  Research,  Technology  & 
Trade,  which  opened  on  Mar.  13  in  San  Francisco. 


OIL  SPILLS: 

FIGURING  OUT  WHODUNIT 


Leaks  and  spills  are  a 
sad  reality  of  the  oil 
business.  Tankers  and 
wells  often  take  the 
blame.  But  even  Mother 
Nature  can  contribute — 
say,  when  a  temblor  rup- 
tures an  underground 
seam  and  crude  escapes. 
Therefore,  it's  not  al- 
ways easy  to  assign 
blame  when  tar  balls 
wash  up  on  beaches. 

Thanks  to  a  novel  ap- 
plication of  mass  spec- 
trometry from  BP  America  Inc.,  some  tar  balls  can  now  be 
tracked  to  their  source.  Oil  from  different  regions  often  has 
unique  characteristics,  which  show  up  as  ratios  between  car- 
bon isotopes.  So  on  a  mass  spectrometer,  Alaskan  oil  will 
differ  from  Californian  oil.  Plotting  these  ratios  is  used  in  oil 
exploration  to  help  gauge  the  rock  formation  from  which  oil 
comes.  But  last  year,  after  the  BP-hired  tanker  American  Trad- 
er spilled  some  400,000  gallons  of  crude  off  Huntingon  Beach, 
Calif.,  the  company  used  spectrometry  to  show  that  many  tar 
balls  spotted  up  and  down  the  coast  did  not  come  from  its 
cargo.  Several  labs  can  perform  such  analysis,  and  BP  now 
expects  the  technique  will  be  used  in  future  spills. 
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SUDDENLY,  ALL  EYES 
ARE  ON  STEALTH 


The  F-117's  success  could  pave  the  way  for  an  array  of  projects 


One  by  one.  the  matte-black 
F-117A  jets  roared  down  a  Saudi 
Arabian  runway,  kicking  up  the 
first  gusts  of  sand  in  Operation  Desert 
Storm.  Over  Iraq  minutes  later,  the 
stealth  planes  would  atone  for  their  com- 
bat debut  in  the  1989  invasion  of  Pana- 
ma, when  one  bombed  the  wrong  target. 
On  the  gulf  war's  first  night,  just  50 
stealth  planes — z>%  of  the  air  armada 
massed  against  Saddam  Hussein — flew 
40'  i  of  the  bombing  runs.  The  damage 
they  did  helped  give  the  allies  mastery 
of  the  skies,  and  seal  Saddam's  defeat. 

During  the  sLx-week  war.  in  fact, 
F-117s  flew  80-  '  of  the  missions  against 
the  most  heavily  defended  targets,  and 
hit  97''  of  them.  Yet  not  one  of  the 
planes  was  even  damaged.  "If  there's 
one  lesson  out  of  the  gulf  conflict."  De- 
fense Secretary  Richard  B.  Cheney  told 
the  House  Armed  Services  Committee 
last  month,  "it  is  the  value  of  stealth." 

That  could  be  the  byword  for  a  decade 
of  military  lobbying.  There's  no  talk  of 
adding  to  the  fleet  of  56  Lockheed 
F-117s,  which  cost  S106  million  apiece. 
But  Northrop  Corp.  hopes  to  build  75 
B-2  stealth  bombers,  including  15  al- 
ready ordered,  for  what  the  General  Ac- 
counting Office  puts  at  S865  million 
each.  Teams  led  by  Lockheed  Corp.  and 
Northrop  are  jockeying  to  build  750 
stealthy  Advanced  Tactical  Fighters 
(ATFS),  starting  around  1996.  for  about 
S65  million  each.  And  the  U.  S.  Navy  still 
wants  a  stealthy  successor  to  the  A-6 
attack  plane.  Early  this  year.  Cheney 
killed  its  replacement,  the  A-12.  for  be- 
ing behind  schedule  and  over  budget. 
'Cheaper.'  The  quest  for  stealth  loes 
stop  there.  The  Navy  will  soon  put  in 
service  the  Arleigh  Burke,  the  first  of  a 
new  class  of  stealthy  guided-missile  de- 
stroyers. General  Dynamics  Corp.  is 
working  on  a  stealthy  cruise  missile.  The 
Pentagon  wants  stealthy  spy  satellites. 
And  even  the  U.  S.  Army  envisions 
hard-to-detect  tanks,  armored  personnel 
carriers,  and  helicopters. 

Air  Force  Secretary  Donald  B.  Rice 
laid  out  the  rationale  for  all  this  before 
the  House  Armed  Services  Committee 
on  Feb.  26.  The  cost  of  stealth  is  mis- 
leading,  he  argued,   unless  compared 


with  the  cost  of  the  "force  package" 
needed  for  a  given  job.  He  calculated 
that  eight  F-117s  armed  with  smart 
bombs  and  accompanied  by  two  refuel- 
ing tankers  can  deliver  the  punch  of 
75  nonstealthy  planes.  Those  extra 
planes  would  be  needed  mainly  to  hit 
enemy  air  defenses  and  jam  radars  so 
conventional  bombers  could  go  to  work. 
In  theory,  stealthy  planes  wouldn't  need 
such  support,  since  they  are  so  hard  to 
spot.  Desert  Storm.  Rice  declared,  was 
"a  demonstration  that  stealth  is  cheap- 
er" overall.  The  question  is  whether  that 
idea  will  sell  in  Congress,  given  the  thaw 
in  the  cold  war. 

Stealth  is  a  combination  of  efforts  to 
make  a  plane  harder  to  find.  John  F. 
Bashen.  Northrop's  chief  scientist,  says 
eluding  radar  is  only  half  of  stealth's 
job.  The  heat  of  jet  exhaust  must  be 
masked  so  that  infrared  missiles  can't 
home  in  on  it.  The  plane  must  be  made 
quiet  to  avoid  acoustical  detectors  and 
small  to  make  it  hard  to  spot  visually. 
Still,  the  main  objective  is  reducing  the 
radar  cross  section,  a  measure  of  the 
echo  that  bounces  back  from  the  front 
of  the  plane.  Make  the  cross  section  | 
small  enough,  and  you  can  sneak  in.  j 
bomb,  and  escape  with  little  risk.  Or  cir- 


cumvent ground  radar,  whose  transmis 
sions  are  easy  for  a  stealth  plane  to  spo 
before  it  is  detected. 

The  technology  involved  in  all  this  i 
what  makes  stealth  so  expensive,  starl 
ing  with  the  design  of  the  plane's  shap 
and  structure.  Right  angles,  especially 
reflect  radar — even  gun  barrels  or  th 
blades  on  a  jet's  turbofan.  Rockwell  Ir 
ternational  Corp.  shrank  the  cross  sec 
tion  of  its  B-l  bomber  from  10  squar 
meters  to  less  than  one  by  eliminatinj 
an  antenna  housing  along  the  plane' 
spine  and  by  tucking  turbofans  insid 
curved  inlets  that  hug  the  fuselage.  Cor 
cern  over  shape  explains  the  origami  de 
sign  of  the  F-117  and  its  lack  of  norma 
fighter  weapons,  such  as  guns  or  under 
wing  missiles.  The  B-2  is  also  toothles 
in  air  combat,  relying  solely  on  stealth  t 
evade  enemy  fighters.  Keeping  bot 
planes  airborne  is  the  trick:  Lacking 
conventional  tail,  bat-shaped  designs  ar 
inherently  unstable.  So  on-board  comput 
ers  adjust  the  flying  trim  long  before 
pilot  can  detect  the  need,  let  alone  react 
plastic  frame.  Materials  are  the  othe 
big  cost.  The  F-117's  body  is  built  mostl; 
of  aluminum  panels,  cloaked  by  a  secre 
coating  that  absorbs  and  dissipates  ra 
dar  signals.  But  plastics  are  better,  espeT 
cially  reinforced  composites  containing 
carbon  fibers,  which  are  stronger  tha} 
steel  and  soak  up  radar  energy.  The  B-: 
has  a  composite  airframe,  covered  with  ; 
coating  that's  related  to  the  one  on  ml 
crowave  oven  liners.  Now.  research  i| 
being  done  on  even  better  coatings, 
eluding  a  multilayer  design  that  woul^ 
trap  radar  energy,  convert  it  to  heat  in 
subsurface  layer,  then  channel  it  to  air 
cooled  outlet  slits  on  top  of  the  wings.  J 
Improved  coatings  and  other  stealtl 


MAKING  AIRCRAFT 
STEALTHIER 

Radar's  effectiveness  depends  on  how 
much  radar  energy  is  reflected  back  at  the 
transmitter.  This  radar  'cross  section  is 
measured  in  square  meters  and  is 
determined  by  a  plane's  size  and  shape, 
plus  the  materials  used  to  make  it. 
Head-on,  a  B-52  echoes  about  as  much 
radar  energy  as  a  minivan.  The  B-2 
appears  more  like  a  butterfly  would 

WINGSPAN 

RADAR  'CROSS  SECTION' 
APPARENT  SIZE 


185  FEET 
100  SQ.  METERS 
MINIVAN 
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ks  can  help  hide  planes  with 
re  conventional  shapes,  and 
n  ships.  And  they  help  pre- 
e  for  the  day  when  counter- 
ilth  technology  emerges.  For 
ance,  some  scientists  argue 
t  so-called  impulse  radar 
Id  overpower  today's  technol- 
i  Impulse  radar,  which  hasn't 
n  built  yet,  would  transmit 
rt,  high-power  pulses  of  ener- 
while  hopping  around  a  fre- 
ncy  spectrum  much  broader 
n  that  of  current  radar, 
alth  defenders  doubt  that  this 
Id  provide  the  accuracy  need- 
to  track  a  B-2  at  long  ranges, 
le  truth  is  probably  in  be- 
;en,"  says  a  Defense  Dept.  in- 
ir.  But  "no  one  appears  will- 
to  spend  the  money  on  a 
nonstration"  that  could  put 
•ograms  costing  billions  in 
pardy." 

loping  to  settle  the  issue, 
lgress  earmarked  $25  million 
1989  to  investigate  impulse  ra- 
's  prospects.  But  the  initiative 
imeranged.  The  funding  wind- 
touched  off  a  wild  scramble 
ong  radar  researchers,  and 
en  the  Air  Force  convened  ex- 
ts  last  year  to  assess  research 
gress,  some  proponents  of  impulse 
ar  withheld  key  data  for  fear  of  tip- 
g  off  potential  rivals.  Partly  as  a  re- 
t,  the  panel's  report  slammed  the  an- 
iealth  capabilities  of  impulse  radar, 
it  triggered  outcries  of  foul  play,  cro- 
sm,  and  political  pressure.  By  Novem- 
',  the  controversy  was  so  acrimonious 
,t  the  Air  Force  inspector  general 
nched  an  investigation  of  the  ruckus. 
Questions  have  also  surfaced  about 
ier  potential  stealth-decloaking  tech- 
ogies.   For  example,   some  experi- 


ON  RADAR  THE 
ARLEICH  BURKE 
MAY  BE  YACHT-SIZE 


ments  have  shown  that  the  exhaust 
"plume"  from  a  jet  engine  affects 
certain  radio-wave  frequencies  in  a  way 
that  can  betray  the  identity  of  the  en- 
gine. If  this  is  true,  then  the  right 
sensors  might  track  a  stealthy  plane 
from  a  distance  of  100  miles  or  more. 
Evaluating  such  claims  is  the  job  of 
the  Red  Team,  a  group  of  outside  ex- 
perts funded  by  the  Pentagon.  So  far, 
says  the  Air  Force,  the  Red  Team  has 
studied  50  stealth-busting  schemes  and 
uncovered     "no     Achilles'  heel." 


That's  not  to  say  a  stealth 
plane  can't  be  spotted.  But  see- 
ing it  isn't  the  same  as  shooting 
it  down.  That  requires  computing 
its  distance,  course,  speed,  and 
altitude,  shuttling  the  data  to  a 
missile-guidance  system,  and  fir- 
ing a  missile — all  while  the  plane 
is  in  range.  But  stealth,  the  Red 
Team  says,  enables  a  B-2  to  zip 
past  radar  sites  before  being  hit. 
That's  apparently  what  happened 
when  F-117s  launched  Desert 
Storm,  says  Technical  Sergeant 
Bobby  Shelton  of  the  37th  Tacti- 
cal Fighter  Wing:  They  didn't 
draw  fire  until  their  bombs  hit 
the  ground.  Moreover,  the  radar 
on  board  fighters  isn't  powerful 
enough  to  be  good  at  picking  up 
stealth  planes.  In  the  recent  war, 
Shelton  adds,  one  U.  S.  pilot 
found  himself  above  an  Iraqi 
MiG  fighter,  wondering  if  his 
earthbound  bomb  would  hit  the 
oblivious  enemy.  The  MiG 
banked  away  just  in  time. 
moving  target.  Despite  such 
tales,  the  B-2  faces  a  tough  fight 
on  Capitol  Hill.  Many  B-2  boost- 
ers were  shocked  when  Air 
Force  brass  conceded,  in  1987, 
that  the  plane  can't  hunt  down 
the  mobile  ICBM  launchers  it  was  sup- 
posed to  kill.  It  could  be  directed  to 
these  by  a  spy  satellite.  But  so  could 
cruise  missiles  carried  by  B-52s  parked 
outside  enemy  airspace.  Suddenly,  the 
B-2  became  an  expensive  weapon  with 
no  special  purpose.  That's  why  Congress 
may  not  buy  more  planes  than  those 
already  ordered  from  Northrop. 

By  contrast,  an  ATF  contract  that 
could  approach  $80  billion  over  20  years 
may  be  let  by  the  end  of  April.  This 
plane  will  replace  the  Pentagon's  pre- 
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LOCKHEED  F-117A 
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mier  fighter,  McDonnell  Douglas  Corp.'s 
F-15,  which  has  been  in  service  for  16 
years,  longer  than  any  of  its  predeces- 
sors. If  the  atf  matches  its  billing,  it  will 
combine  agility,  speed,  and  stealth. 

That's  a  challenging  recipe,  since  the 
things  that  enhance  maneuverability  and 
speed  are  bad  for  stealth.  For  instance, 
while  a  tail  section  with  large  horizontal 
and  vertical  stabilizers  makes  for  quick 
maneuvers,  it  can  be  a  major  source  of 
radar  echoes.  And  to  reach  speeds  above 
Mach  1,  conventional  planes  have  to  use 
afterburners  that  give  their  location 
away.  That's  why  the  F-117  and  B-2  fly 
at  subsonic  speeds — and  aren't  agile. 

Still,  as  a  result  of  their  previous 
stealth  work,  both  Lockheed  and  Nor- 
throp, the  competitors  on  the  atf,  have 
unprecedented  computer-aided  design 
tools.  Ben  R.  Rich,  who  retired  last  year 
as  head  of  the  supersecret  Skunk 
Works,  where  Lockheed  developed  the 
F-117.  says  a  stealthy  atf  can  be  built 
with  just  a  1092  loss  in  performance.  Ei- 
ther Lockheed's  prototvpe,  called  the 
YF-22A,  or  N'orthrop's  YF-23A  will  be- 
come the  first  fighter  that  can  fly  at  up 
to  about  Mach  1.5  without  the  use  of 
afterburners.  And  stealth  technology 
shrinks  their  apparent  radar  size  to 
something  on  the  order  of  a  robin. 
silent  ship.  Attempts  to  transfer  this 
technology  to  weapons  such  as  ships  will 
be  less  impressive.  Still,  if  an  8,300-ton 
destroyer  such  as  the  Arleigh  Burke 
looks  no  bigger  on  radar  than  a  yacht,  it 
should  gain  an  element  of  surprise  and 
be  harder  to  attack.  So  right-angle  joints 
on  the  ship  have  been  eliminated  wher- 
ever possible  or  shrouded  by  panels 
coated  with  radar-absorbing  materials.  A 
secret  sound-dampening  "bubble  sys- 
tem" between  the  walls  of  the  hull  cuts 
down  the  distance  over  which  subs  can 
hear  the  ship's  diesel  engines.  And  to 
thwart  heat-seeking  missiles,  the  funnels 
have  extra-thick  insulation  and  suck  in 
outside  air  to  cool  engine  exhausts  be- 
fore the  gases  exit  the  stacks. 

The  Burke,  the  first  ship  of  its  kind, 
will  cost  more  than  SI  billion,  but  copies 
should  be  30%  cheaper.  The  Navy  wants 
to  buy  more  than  two  dozen,  with  con- 
struction split  between  Bath  Iron  Works 
Corp.  in  Bath,  Me.,  and  Litton  Industries 
Inc.'s  Ingalls  Shipbuilding  Div.  in  Pasca- 
goula.  Miss. 

Until  Jan.  17.  a  debate  still  raged  over 
how  effective  stealth  technology  would 
be.  The  war  provided  an  answer — and 
probably  set  off  a  new  race  between 
nations  in  warplane  design.  That's  the 
spectre  that  defense  lobbyists  can  now 
be  expected  to  raise,  along  with  a  pro- 
posed solution:  to  stay  on  top,  stay 
ahead. 

By  Otis  Port  in  Xeu-  York,  irith  Seth 
Payne  and  John  Carey  in  Washington  and 
Eric  Schine  in  Los  Angeles 
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CRUNCH  TIME  AGAIN 
FOR  CHRYSLER 


Will  Iacocca's  company  survive  the  '90s  as  an  independent? 


"If  you  're  not  scared,  you  're  too  stupid 
to  work  here. " 

— Lee  Iacocca  at  a  senior 
management  meeting  in  December 

e's  as  blustery  and  supremely 
self-assured  as  ever.  At  66,  Lee 
A.  Iacocca  hasn't  lost  the  in-your- 
face  swagger  that  made  him  something 
of  a  national  hero  during  Chrysler 
Corp.'s  brush  with  bankruptcy  just  over 
a  decade  ago.  Few  CEOs  can  grab  you  by 
the  lapels  better  than  Iacocca.  And  as 
Chrysler's  corporate  pitchman,  Iacocca 
has  always  delivered  his  best,  most  oper- 
atic, performances  just  when  the  auto 
maker  seems  closest  to  the  abyss. 

You'll  probably  be  seeing  a  lot  more 
of  Iacocca's  combative  mug  on  TV  in  the 
months  ahead.  Despite  Chrysler's  amaz- 
ing turnaround  in  the  past  decade,  it 
enters  the  fiercely  competitive  global  in- 
dustry of  the  1990s  in  a  position  of  ex- 
treme peril.  Many  of  Chrysler's- current 
woes  can  be  laid  directly  at  Iacocca's 
feet.  But  others  are  beyond  his  control. 

Later  this  year,  Japan's  Honda  Motor 
Co.  will  probably  overtake  Chrysler 
as  the  nation's  No.  3  car  producer. 
Chrysler's  minivans.  Jeeps,  and  trucks 
still  give  it  an  edge  over  Honda  in  over- 
all vehicles.  Even  so,  it  will  be  a  se- 
vere psychological  blow  to  the  company 
that  was  founded  in  1925  by  an  enter- 
prising machinist,  Walter  Percy  Chrys- 
ler, and  was  once  home  to  such  cher- 


ished American  nameplates  as  DeSoti 
Whether  Chrysler  will  be  much  off 
force  at  all  in  the  industry  five  yeai 
from  now  is  an  open  question.  Specull 
tion  continues  to  swirl  that  Chryslf 
may  soon  be  acquired  by  a  giant  foreia 
auto  maker  such  as  Peugeot  or  Fial 
Both  companies  deny  the  rumors.  Anotj 
er  wild  card  is  Los  Angeles  invests 
Kirk  Kerkorian,  who  holds  a  9.8%  stall 
in  Chrysler.  Iacocca  himself  believd 
Chrysler  needs  a  more  global  presenJ 
and  last  year  even  held  talks  brief] 
with  Fiat  about  a  joint  venture  or  ou| 
right  merger.  In  the  end,  Fiat  balked-) 
and  it's  not  hard  to  see  why. 
pension  woes.  Chrysler  is  under  enol 
mous  financial  pressure  just  as  it  coi 
fronts  a  critical  five-year.  $15  billid 
product-development  program.  The  con 
pany's  auto  operations  had  a  negathf 
cash  flow  of  $2  billion  last  year,  and  ii 
balance  sheet  carries  a  staggering  S3] 
billion  in  underfunded  pension  liabilitiej 
While  Chrysler's  coffers  hold  roughly 
billion  in  cash  and  marketable  securitiej 
the  company  is  still  expected  to  have  I 
1991  cash-flow  shortfall  of  S750  millio] 
according  to  Prudential  Securities  Inc.l 
The  financial  crunch  forced  Chrysld 
in  early  March  to  seek  easier  loan  tern] 
from  its  bankers.  In  exchange,  it  wi 
probably  see  its  standby  credit  lir| 
shrink  from  82.6  billion  to  S1.7  billion, 
another  move  to  save  cash,  on  Mar. 
Chrysler's  board  cut  the  quarterly  di\| 


CHRYSLER'S 
ROUGH  RIDE 

New  challenges  to  its 
minivan  franchise,  suc- 
cession problems,  and  a 
transmission  slipup 
spell  trouble 


Launches  a  redesigned  minivan  in 
a  bid  to  hold  its  lead  in  the  seg- 
ment it  created 
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nd  50%,  to  15$.  That 
me  despite  long- 
inding  assurances 
»m  Iacocca  that  the 
,'idend  wouldn't  be 
iched  short  of  a  "nu- 
ar  war." 

Armageddon  hasn't 
ited  Chrysler's  High- 
id  Park  (Mich.)  head- 
arters  just  yet.  Ia- 
cca  is  barreling 
•ough  every  facet  of 
;  operation  looking 
•  ways  to  slash  more 
5ts.  The  company  an- 
unced  that  it  will  cut 
board  to  13  directors 
>m  18.  And  Chrysler 
readying  new  Jeeps, 
nivans,  and  passen- 
r  cars  that  could  re- 
>re  much-needed  mo- 
mtum.  So  Iacocca 
ly  yet  be  able  to  use 
i  current  troubles  to 
rn  Chrysler  into  a 
iner,  more  fiery  com- 
titor.  Says  General 
)tors  Chairman  Rob- 
;  C.  Stempel:  "I  always  think  that  the 
y  who  wrote  the  book  is  pretty  likely 
ace  the  course." 

Still,  there  are  plenty  of  ominous  prob- 
ns  ahead.  After  years  of  phenomenal 
owth,  Chrysler's  star  minivans — rep- 
senting  one  in  every  five  of  vehicles 
Id  by  the  company  and  more  than  50% 
operating  profits — and  its  Jeep  name- 
ites  aren't  quite  the  cash  spinners 
zy  used  to  be.  That's  troubling,  since 
irysler's  new  wave  of  LH  vehicles,  the 
maker's  first  wholesale  engineering 
grade  since  1980,  won't  be  in  show- 
ams  until  late  1992. 
Meanwhile,  competitors  such  as  Ford 
stor  Co.  and  the  Japanese  have  zeroed 
on  the  minivan  and  Jeep  lines  with 
ncy  new  vehicles  of  their  own.  In  a 
inning  upset,  the  Ford  Explorer  last 
ar  sprinted  past  the  Jeep  Cherokee  in 
f-road  vehicle  sales.  Both  Toyota  Mo- 
r  Corp.  and  Mazda  Motor  Corp.  have 


CHRYSLER'S  SPIRE  AND  SPIELMEISTER:  SOME  PROBLEMS  OF  HIS  OWN  MAKING 


rolled  out  minivans  to  compete  with 
Chrysler's  Voyager  and  Caravan  models. 
Damaging  criticism  of  the  reliability  of 
Chrysler's  electronic  Ultradrive  trans- 
mission, used  in  nearly  all  Chrysler  mini- 
vans,  hasn't  helped  matters.  Meanwhile, 
the  company  lost  money  on  its  Chrysler, 
Dodge,  Plymouth,  and  Eagle  car  lines. 

In  the  recession-wracked  first  two 
months  of  the  year,  Chrysler's  car  and 
truck  sales  fell  24%,  forcing  Iacocca  to 
idle  plants.  Lost  sales,  combined  with  a 
planned  $257  million  write-off  for  an  ac- 
counting change,  guarantees  a  loss  for 
the  first  quarter.  If  Chrysler's  own,  con- 
servative 1991  sales  forecasts  hold  true, 
the  drop  in  volume  could  erase  "some- 
thing on  the  order  of  $400  million  pre- 
tax," estimates  Chief  Financial  Officer 
Jerome  B.  York.  All  told,  Chrysler  is 
expected  to  lose  $89  million  in  1991,  on 
$27.7  billion  in  sales. 

In  many  ways,  Iacocca  is  paying  dear- 


ly for  missed  opportuni- 
ties. During  the  mid 
and  late-1980s,  when 
Chrysler  rolled  up  big 
profits  of  $8  billion,  he 
skimped  on  investing  in 
new-car  development 
programs  that  might 
now  be  carrying  Chrys- 
ler through  hard  times. 
Instead,  he  spent  $637 
million  to  diversify  by 
acquiring  Gulfstream 
Aerospace  Corp.,  a 
maker  of  corporate  jets. 
Chrysler  also  spent  $1.4 
billion  buying  back 
stock.  In  addition,  Ia- 
cocca paid  about  $15 
million  to  pick  up  Lam- 
borghini, the  Italian 
luxury  nameplate. 

Although  Chrysler 
later  sold  Gulfstream 
for  a  $188  million  profit, 
Iacocca  now  admits  his 
diversification  fling  was 
a  mistake.  And  some  of 
his  mystique  has  been 
lost  in  the  process.  Says 
a  former  manager:  "The  feeling  is  that 
time  has  really  passed  [the  company]  by. 
He's  as  much  a  liability  as  an  asset." 

This  isn't  exactly  the  way  Iacocca  ex- 
pected to  round  out  his  career  at  Chrys- 
ler. Just  a  year  ago,  it  looked  as  if  Ia- 
cocca, always  cagey  about  his 
retirement  plans,  might  finally  drive  off 
into  the  sunset.  He  had  found  a  promis- 
ing successor  in  Gerald  Greenwald,  a 
savvy  finance  man  he  had  lured  away 
from  Ford  in  the  late  '70s.  But  suddenly 
in  June,  Greenwald  resigned  to  lead  an 
attempted  employee  buyout  of  UAL  Corp. 
crash  diet.  With  Chrysler's  outlook  de- 
teriorating rapidly,  the  board  has  ex- 
tended Iacocca's  contract  indefinitely.  At 
the  moment,  he's  flanked  by  two  capable 
executives.  Chrysler  President  Robert  A. 
Lutz  is  an  engineering  whiz  and  former 
Marine  pilot  whose  office  is  filled  with 
models  and  paintings  of  cars  and  planes. 
Vice-Chairman  R.  S.  "Steve"  Miller  Jr.  is 


FIAT 


Ends  talks  with  Fiat  about  potential 
joint  venture  or  outright  merger, 
yet  takeover  rumors  still  swirl 
around  Chrysler 


Consumer  Reports  calls  Chrysler's 
automatic,  four-speed  Ultradrive 
transmission  a  'lemon' 


>cca's  heir-apparent,  Ger- 
enwald,  resigns  to  head  up 
led  bid  for  UAL 


Chrysler  says  it  will  discontinue 
production  of  its  Grand  Wagoneer 
after  years  of  sliding  sales 
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a  talented  and  affable  finance  executive 
who  is  also  chairman  of  the  Detroit  Sym- 
phony Orchestra.  But  for  now,  Chrysler 
has  to  rely  on  the  old  Iacocca  magic. 
And  given  his  ability  to  manage — and 
talk — his  way  out  of  a  jam,  nobody  is 
writing  off  the  chairman  yet. 

In  fact,  Iacocca  moved  decisively  last 
year  to  start  slashing  Chrysler's  costs. 
He  has  already  squeezed  $1.5  billion 
through  layoffs  and  other  measures 
and  has  identified  $1  billion  in  future 
savings.  In  February,  the  company 
announced  that  it  would  seek  out  an 
additional  $500  million  for  a  total  sav- 
ings goal  of  $3  billion  by  July.  It  will 
be  painful:  About  14'/  of  the  salaried 
work  force  will  be  eliminated  in  all. 

Chrysler's  partnership  with  Mitsu- 
bishi Motors  Corp. — the  two  own  the 
Diamond-Star  Motors  joint-venture 
company — has  apparently  taught  it 
how  to  make  do  with  less.  Says  Lutz: 
"We're  like  a  300-pound  guy  who  has 
lost  100  pounds.  We  just  have  to 
keep  losing  fat  until  we're  as  lean  as 
our  best  competitor." 

The  carmaker  has  also  been  work- 
ing closely  with  suppliers  to  elimi- 
nate waste.  Even  the  smallest  details 
aren't  escaping  scrutiny.  One  exam- 
ple: Timken  Co.  had  been  shipping  its 
bearings  in  a  reusable  container,  but 
Chrysler  had  been  repacking  the 
bearings  into  another  container  at  its 
engine  plants.  At  Timken's  advice, 
Chrysler  began  using  the  original 
container — a  move  that  will  save  mil- 
lions. In  another  case,  Foamade  In- 
dustries worked  with  Chrysler  to  use 
a  less-expensive  material  for  a  seal 
assembly,  resulting  in  a  70<J:-per-vehi- 
cle  saving.  Together,  some  2,300  sim- 
ilar suggestions  have  spelled  savings 
of  $150  million  a  year. 
bad  press.  Iacocca  may  also  pick  up 
cash  by  selling  a  minority  stake, 
around  257'  or  so,  in  Chrysler  Financial 
Corp.,  the  arm  that  provides  car  and 
truck  loans  as  well  as  other  loans  and 
insurance.  Although  the  unit  posted  its 
seventh  straight  year  of  solid  earnings, 
its  association  with  the  ailing  car  busi- 
ness prompted  Standard  &  Poor's  Corp. 
in  February  to  lower  the  credit  rating  of 
Chrysler  and  Chrysler  Financial  to  junk- 
bond  status — a  move  that  greatly  boosts 
the  auto  maker's  borrowing  costs. 
Chrysler  has  hired  investment  bankers 
First  Boston  and  Blackstone  Group  to 
find  a  partner.  A  257'  stake  could  fetch 
$625  million  to  $780  million,  according  to 
Dean  Witter  Reynolds  Inc. 

On  another  front,  Chrysler  is  trying  to 
wean  its  consumers  away  from  costly 
incentives.  So  far,  the  company  has 
worked  its  average  incentive  cost  down 
from  $1,200  per  vehicle  in  1990  to  an 


average  $900  this  year.  That  has  held 
out  the  promise  of  saving  Chrysler 
about  $600  million  in  pretax  income  by 
yearend.  If  another  incentive  war  breaks 
out,  however,  Chrysler  will  be  in  a  fix.  It 
has  less  cash  on  hand  than  its  competi- 
tors— and  higher  borrowing  costs. 

While  such  cost-cutting  measures  will 
help,  Iacocca  faces  a  more  immediate — 
and  critical — problem  in  coping  with  the 


CHRYSLER  IS  LOSING 
MARKET  SHARE... 

PERCENT  OF  TOTAL  U.S.  CAR  &  TRUCK  SALES 


1988 

1989 

1990 

CHRYSLER 

13.9% 

13.8% 

12.3% 

FORD 

23.7 

24.6 

23.8 

GENERAL 
MOTORS 

35.2 

35.1 

35.6 

FOREIGN 
RIVALS 

27.2 

26.5 

28.3 

DATA.  WARD  S  MllOMOTMIlfPOIlK,  PRUDENTIAL  BACHE  SECURITIES  INC 

...AND  IS  LOADED 
WITH  DEBT 

LONG-TERM  DEBT  TO  CAPITALIZATION 


A  PERCENT 


DATA  MOODY'S  INVESTOR  SERVICES  INC 


Ultradrive  public-relations  crisis.  In  Feb- 
ruary, Consumer  Reports  ran  an  article 
blasting  the  electronic  transmission  as  a 
"lemon,"  prone  to  software  kinks  and 
breakdowns.  Considering  that  it  is  stan- 
dard in  about  60'/  of  the  company's  mod- 
els, Iacocca  had  a  problem  on  his  hands. 

A  few  weeks  before  the  article  ap- 
peared, Iacocca  taped  an  urgent  mes- 
sage for  Chrysler's  4,000  dealers:  "We 
have  a  very  serious  problem  right  now 
that  could  drive  us  all  out  of  business  if 
we  don't  address  it — and  I  mean  fast." 
Chrysler  spent  millions  to  waive  warran- 
ty deductibles,  provide  loaner  cars,  and 
pick  up  other  expenses  for  those  incon- 
venienced by  breakdowns.  "Chrysler  has 
been  very,  very  good  about  accepting 
much  more  responsibility  than  they  have 
in  the  past,"  says  John  Daub,  a  Chrysler 
dealer  in  Easton,  Pa. 


For  such  customers  as  Emile  S.  Du- 
lion  of  Sonora,  Calif.,  that  kind  of  hand- 
holding  couldn't  come  soon  enough.  His 
1989  Plymouth  Voyager  minivan  is  on  its 
fourth  Ultradrive.  But  the  pampering 
seems  to  be  paying  off.  Says  Dulion: 
"Other  than  the  transmission,  it's  a 
great  vehicle.  I've  been  thinking  very 
seriously  about  buying  a  new  one." 
Iacocca  has  also  taken  to  the  airwaves 
to  shore  up  Chrysler's  image.  In  one 
TV  ad,  he  gives  an  impassioned 
speech  to  the  company's  board  about 
how  the  carmaker  has  broken 
ground  by  being  the  first  to  equip  its 
minivans  with  air  bags.  Chrysler  is 
indeed  the  first,  though  Iacocca,  like 
many  Detroit  executives,  was  once  a 
critic  of  air  bags. 

bigger  Cherokee.  Chrysler's  big- 
gest challenge  will  be  winning  a  new 
generation  of  buyers — not  just  keep- 
ing the  old  ones.  To  get  there,  Ia- 
cocca is  betting  mightily  on  a  num 
ber  of  new  products.  First,  there's 
the  1992  ZJ  Jeep,  a  larger  version  of 
the  Cherokee  that  the  company 
hopes  will  put  the  Ford  Explorer  in 
its  place.  The  auto  maker  is  also 
readying  a  new  full-size  pickup 
truck,  a  snappy,  retro-look  model 
that  should  help  position  Chrysler  in 
that  profitable  segment. 

Iacocca's  trump  card,  though,  is 
the  LH  series  vehicles,  the  equivalent 
of  Chrysler's  K-car  lineup  of  the 
1980s.  Due  out  in  the  fall  of  1992,  the 
group  will  feature  a  "cab-forward" 
design  that  shortens  the  hood  and 
pushes  the  windshield  forward  to 
provide  more  interior  space  without 
making  the  car  longer  or  heavier.  It 
will  be  the  foundation  for  everything 
from  the  Chrysler  New  Yorker  to 
the  new  minivans,  due  out  in  1995. 
Iacocca  hopes  the  LH  series  will  add 
some  much-needed  panache  to  Chrys- 
ler's reputation  for  design. 

Iacocca  has  pestered  managers  to 
bring  those  cars  out  ahead  of  schedule — 
without  success.  And  he  has  jealously 
guarded  any  cuts  to  the  $15  billion  prod- 
uct-development push.  Too  much  is  at 
stake.  "If  they  pull  the  LH  program  off 
right,  it  will  be  the  salvation  of  the  com- 
pany," says  George  C.  Peterson,  presi- 
dent of  AutoPacific  Group  Inc.,  a  Santa 
Ana  (Calif.)  research  firm. 

Until  then,  Iacocca  will  rely  on  his 
bravado  and  gift  for  crisis  management 
to  hold  Chrysler  together.  Should  he  pull 
off  yet  another  turnaround,  his  legacy 
as  the  cardiac  kid  of  U.  S.  business 
seems  assured.  If  not,  the  folklore  that 
has  surrounded  Iacocca  could  be  in  for 
some  dramatic  revisions. 

By  James  B.  Treece  and  David  Woodruff 
in  Highland  Park,  Mich. 
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Some  people  find  it  impossible  to 
retire  on  a  nine-figure  income. 


There  was  a  time  when  Social 
Security  and  retirement  security 
were  one  and  the  same.  But 
no  longer.  Inflation  and  the 
budget  squeeze  have  made  such 
assurance  a  thing  of  the 
distant  past. 

The  good  news  is  there's 
help,  and  plenty  of  it,  in  the 
form  of  the  nation's  thousands 


of  Chartered  Life  Underwriters 
and  Chartered  Financial  Con- 
sultants. 

A  CLU  or  ChFC  is  a  highly 
trained  financial  expert  who  has 
completed  years  of  rigorous 
study  at  the  nation's  oldest 
accredited  college  in  the  finan- 
cial services  field,  The  American 
College.  The  letters  "CLU"  or 


"ChFC"  beside  your  insurance 
agent  or  financial  advisor's 
name  mean  you  have  found  a 
thoroughly  qualified  professional 
to  help  plan  your  financial 
future. 

So  while  it  may  be  possible  to 
get  by  on  Social  Security  alone, 
you  won't  have  to. 


American  Society  of  cm  &  chrc 

A  National  Organization  of  Insurance  and  Financial  Service  Professionals 
270  Bryn  Mawr  Avenue,  Bryn  Mawr,  PA  19010  (215)  526-2500 


For  a  free  copy  of  "The  Consumers'  Guide  to  Insurance  and  Financial  Services,"  simply  write  to  us. 
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THE  BABY  BELLS  LEARN  A  NASTY 
NEW  WORD:  COMPETITION 


Breaking  up  local  phone  monopolies — via  new  technologies — looks  to  be  the  'issue  of  the  1990s' 


When  Pacific  Bell  President 
Philip  J.  Quigley  looks  out  his 
18th-floor  window  his  view  of 
the  San  Francisco  skyline  is  spoiled  by  a 
jarring  sight.  Nearly  every  big  office 
building  is  crowned  with  what  look  like 
large,  white  snare  drums.  The  drums, 
tilted  on  their  sides,  are  microwave  an- 
tennas that  tenants  of  those  buildings 
use  to  send  phone  calls  across  town  and 
to  long-distance  carriers — bypassing  the 
Pacific  Bell  phone  system.  "It's  a  whole 
new  ball  game,"  says  Quigley.  "There's 
serious  competition  out  there,  and  it 
looks  us  in  the  eye  each  day." 

Quigley  is  witnessing  the  beginning  of 
a  new  era  in  telecommunications:  After 
sweeping  the  long-distance  business  in 
the  1980s,  competition  is  headed  for  local 
phone  service.  The  regional  monopolies 
of  Pacific  Bell,  New  York  Telephone,  Illi- 
nois Bell,  and  other  local  phone  compa- 
nies are  beginning  to  be  undermined  by 
such  technologies  as  microwaves,  fiber 
optics,  and  wireless  phone  systems. 
Long-distance  carriers  and  cable-TV  com- 
panies are  trying  to  grab  some  of  the 
market  for  local  communications.  And 
government  officials  are  questioning  the 
need  to  maintain  the  century-old  system 


of  regulated  local  phone  monopolies.  All 
that,  says  Joel  D.  Gross,  an  analyst  for 
Donaldson,  Lufkin  &  Jenrette  Securities 
Corp.,  makes  competition  in  local  phone 
service  "the  biggest  telecommunications 
issue  of  the  1990s." 

Indeed,  competition  in  local  phone  ser- 
vice could  have  an  even  greater  impact 
than  competition  in  long  distance  has 
had.  The  local  phone  industry  comprises 
some  1,300  companies  that  reach  almost 
every  U.  S.  home  and  business,  employ 
650,000  workers,  and  generate  more 
than  $90  billion  a  year  in  revenue.  That's 
three  times  as  much  as  all  the  long- 
distance companies  combined. 
big  business.  As  was  the  case  in  long 
distance,  competition  in  local  phone  ser- 
vice is  being  billed  as  a  way  to  improve 
service  and  quickly  adopt  technologies 
needed  to  keep  U.  S.  telecommunications 
on  the  cutting  edge.  Competition,  advo- 
cates say,  will  force  local  phone  compa- 
nies to  be  more  innovative  and  respon- 
sive than  they  have  been  as  monopolies. 
The  end  result:  increased  telephone  use, 
improved  efficiency,  and  eventually,  low- 
er costs — something  like  what  has  hap- 
pened in  long  distance. 

But  there's  a  hitch:  Local 


phone  companies  complain  that  they!  I 
not  yet  free  to  compete.   Partly  a 
achieve  social  goals,  such  as  univeri 
phone  service,  state  and  federal  reguj  I 
tors  have  kept  certain  rates  below  cct 
and  others  above.  Phone  companies  sf 
that,  in  effect,  rate-setters  force  theml  j 
subsidize  rural  phone  service  at  the  *  j 
pense  of  urban;  residential  service  at  te  j 
expense  of  business;  and  local  calling!: 
the  expense  of  long  distance. 

Those  subsidies  were  fine  when  phcf  { 
companies  were  insulated  from  marlt 
forces.  But  now,  phone  company  exel 
lives  complain,  newcomers  are  usil 
new  technology  and  low  prices  to  ski 
the  most  profitable  business  customei  j 
leaving  local  phone  companies  to  tag  i 
care  of  the  rest.  New  York  Telephol 
says  it  can't  fully  respond  to  marlfc  i 
forces  because  of  losses  in  resident)  j 
service:  The  company  says  it  costs  $2;  f 
month  to  provide  the  core  resident  I  I 
service  that  customers  pay  $7  for. 

If  regulators  abolish  subsidies  to 
quickly,  rates  for  residential  and  rui 
customers  could  leap.  But  if  they  kef 
the  subsidy  system  intact,  business^  I 
will  flock  to  alternative  phcl 
networks,  and  the  old  n* 
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lies  will  be  stranded  with  less  desir- 
customers— and  not  enough  money 
jep  the  network  humming, 
lere's  little  danger  of  the  phone  mo- 
llies crumbling  overnight:  They  still 
i  more  than  997'  of  the  local  phone 
let.  Still,  veterans  of  the  1984  Bell 
em  breakup  know  how  quickly — and 
tically— things  can  change.  "I've 
a  lot  of  calls  from  the  local  ex- 
ige  companies  about  this,"  i 
telecommunications  market 
archer.  "And  they're  pan 
i,  really  panicked." 
comers.  But  panic  isn't 
anly  reaction  among  the 
n  Baby  Bells — the  re- 
al holding  companies 
ted  in  the  American 
phone  &  Telegraph 

breakup.  Some 
y  Bell  executives 
seizing  on  the  na- 
t  competitioi  to 
ify  deregulation, 
iam    L.  Weiss, 
rman  of  Ameri 
,  the  Chicago-based 
y  Bell,  says  he's 
ng  to  take  on  all  com- 
if  he's  allowed  to  set 
s  any  way  he  wants.  He  also  wants 
;et  into  areas  such  as  computerized 
rmation  services,  long  distance,  and 
com  equipment  manufacturing — 
nesses  that  regulators  have  forbid- 

Baby  Bells  to  enter.  Powerful 
es,  including  cable-TV  companies  and 
spaper  publishers,  are  eager  to  keep 
n.e  companies  out  of  their  markets, 
he  current  phone  monopolies  took 
;  in  the  early  1900s,  when  AT&T  con- 
ed government  officials  that  the  best 
r  to  provide  nearly  universal  tele- 
ne  service  was  to  create  regulated 
lopolies,  similar  to  the  local  electric 

gas  companies.  Having  two  local 
ne  networks,  they  reasoned,  was  as 
'ficient  as  having  two  electric  utili- 
,  both  stringing  wires  to  every  home 

business  in  the  community, 
hat  setup,  critics  say,  is  as  outdated 
:he  copper-wire  technology  that  then 
railed.  With  new  technologies,  it's  no 
jer  so  impractical  to  have  multiple 
il  carriers.  Fiber-optic  lines  can  cram 
Tmch  phone  traffic  into  so  little  space 
t  underground  conduits  and  shafts  in 
Idings  can  fit  competing  cables.  Mi- 
wave  transmission  systems  take  up 
y  a  slice  of  the  airwaves,  as  do  wire- 
s  phone  networks  that  may  begin  to 
ead  in  the  second  half  of  the  1990s. 
Computer  technology,  undreamed  of 
en  phone  monopolies  were  formed, 
Id  undo  any  local  phone  company's 
ingest  hold  on  its  customers — control 
*5r  the  only  route  to  their  phone  num- 
s.  With  the  computerized  network 
t's  taking  shape,  customers  will  be 


WHY  THE  LOCAL 
PHOHE  COMPANIES 
HAVE  THE  BLUES 


p>  They  lose  reve- 
nue when  businesses  bypass  them 
by  routing  calls  directly  to  long- 
distance carriers  via  fiber-optic  ca- 
bles and  microwave  antennas 

^  Long-distance 
carriers  are  beginning  to  compete 
with  them  for  short-haul  long-dis- 
tance traffic,  say  between  New 
York  City  and  Yonkers,  N.Y. 

^  Cable-television 
companies  are  building  two-way 
systems  with  huge  capacity  that 
could  carry  all  kinds  of  information 
to  the  home,  including  phone  calls 

^vWireless  phone 
systems  called  personal  communi- 
cations networks  (PCNs)  may  al- 
low people  to  call  without  using 
the  regular  phone  network 

!:'i>  The  Bells  have 
little  leeway  to  cut  rates  for  busi- 
ness customers  to  match  the  prices 
new  competitors  are  charging. 
Regulators  keep  business  rates 
high  to  keep  residential  rates  low 


able  to  switch  carriers  without  changing 
phone  numbers  because  each  phone  call 
will  be  delivered  to  a  computer.  The 
computer  will  then  look  up  where  the 
recipient  is  and  by  which  local  carrier  he 
or  she  wants  to  get  the  call.  The  technol- 
ogy will  also  let  people  have  one  phone 
number  for  life  and  be  reached  through 
it  wherever  they  roam. 
The  challengers  who  claim  they  will 
make  all  this  happen  are  not  a 
formidable  lot — yet.  For  exam- 
ple, the  combined  revenue  of 
the  alternate-access  compa- 
nies—fiber-optic and  micro- 
wave— will  be  $150  million 
this  year,  says  Yankee 
Group  Inc.,  a  Boston-based 
research  firm.  All  but  one 
of  the  upstarts  are  losing 
money.  But  they  have  on  their  side  the 
awesome  power  of  an  idea  whose  time 
has  come:  competition. 

Already,  regulators  are  beginning 
to  hand  down  rulings  that  challenge 
the  monopoly  system.  In  1988,  for  ex- 
ample, the  Federal  Communications 
Commission  issued  a  precedent-set- 
ting ruling  that  softens  the  previous- 
ly rigid  geographic  boundaries  of  local 
phone  companies.  It  allowed  South- 
western Bell  Telephone  Co.  to  provide 
phone  service  to  an  Atlantic  Richfield 
Co.  research  center  in  Piano,  Tex.,  in  an 
area  served  by  a  GTE  Corp.  phone  com- 
pany. Similar  border  crossings  are  prob- 
ably happening  quietly  all  over  the  coun- 
try, speculates  Robert  H.  Glaser, 
executive  vice-president  of  the  South- 
western Bell  Corp.  subsidiary. 
new  generation.  To  date,  the  states 
have  outdone  the  FCC  in  promoting  com- 
petition— particularly  New  York,  where 
Manhattan's  financial  services  business- 
es have  cried  out  for  alternatives  to  New 
York  Telephone  Co.  Companies  such  as 
Staten  Island-based  Teleport  Communi- 
cations Group  Inc.,  an  operator  of  a  fi- 
ber-optic alternative-access  network,  are 
winning  key  regulatory  battles.  "We  are 
de-monopolizing  New  York  Telephone  in 
the  New  York  metropolitan  region,"  de- 
clares Gail  Garfield  Schwartz,  deputy 
chairman  of  New  York's  Public  Service 
Commission.  Last  year,  under  pressure 
from  the  state,  New  York  Telephone 
agreed  to  let  companies  such  as  Teleport 
connect  directly  into  its  formerly  sacro- 
sanct central  switches. 

New  York  State's  procompetition 
stand  has  turned  the  dense  canyons  of 
Wall  Street  into  something  like  a  tele- 
communications free-fire  zone.  Alter- 
nate-access services  are  growing  rapidly, 
led  by  Teleport  and  Metropolitan  Fiber 
Systems  Inc.  in  Oak  Brook  Terrace,  111. 
These  companies  string  cables  from  a 
corporate  customer  directly  to  its  long- 
distance carrier,  bypassing  the  local 
phone  network.  That  deprives  New  York 


iMATION  PROCESSING 


BUSINESS  WEEK/MARCH  25,  1991  97 


■T  I  I  :  1  I  1  I  i  1  J  j 


n 

'Uli 

1 


10? 
'(U| 

m 


ii 


?  m 


Compaq  presents  PCs 
for  people  with  basic  needs. 
(But  not-so-basic  wants.) 


Your  need  for  speed  is  met  two  ways. 
The  COMPAQ  DESKPRO  386*  is  powered 
by  Intel's  16-MHz  386SX  microprocessor 
while  the  COMPAQ  DESKPRO  286*  is 
powered  by  a  12-MHz  286  microprocessor. 


« Shhh..!' 


II  you  want  to 
look  good,  we  can 
help  you  out  in  a  hurry 
with  standard  features 
such  as  accelerated 


VGA  graphics  that  offer 
132-column  support 


Everyone  needs  a  little  peace  and  quiet 
That's  why  both  PCs  employ  dual-speed  fans  and  a  fixed  disk  drue 
time-out  to  ensure  quiet  operation. 


Sometimes,  you  just  want  to 
keep  a  low  profile  In  this  case, 
our  CPU  is /us!  3  9"  high 
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People  want  their  personal  space.  Our  CPU 
footprint  is  a  trim  15"  wide  by  14.9"  deep. 
So  it  won  'I  take  over  your  desk. 


There  are  times  when  you  need  a  little  outside 
help.  Built-in  parallel,  serial  and  pointing 
device  interfaces  let  you  connect  a  mouse, 
modem  and  printer  without  using  a  slot. 


These  days,  you  want  a  sense  of  security. 
Especially  if  you  work  on  a  network. 
A  range  of  software  and  hardware  features  are 
built  in  to  safeguard  data  and  PC  components. 


You  need  tools  that  work  the  way  you  work. 
That  s  why  you  'II  find  the  flexibility  to  use  a 
3 'h-  or  5' I ^ -inch  diskette  drive,  a  fixed  disk 
drive  or  even  a  diskless  model. 


The  COMPAQ  DESKPRO  386N  and  COMPAQ  DESKPRO  286N  Personal  Computers  are  not-so-basic 
solutions  for  both  stand-alone  and  networked  computing.They  were  designed  from  the  ground  up  not  just 
to  be  the  most  affordable  COMPAQ  PCs  ever,  but  to  live  up  to  our  mandate  of  simply  working  better. 

This  means  they  deliver  optimized  performance  and  a  long  list  of  integrated 
features.  It  means  they  offer  the  flexibility  to  be  easily  configured  to  your  needs. 
It  also  means  they've  survived  the  industry's  most  exhaustive  tests  for  reliability 
and  for  compatibility.  Things  you  simply  cannot  place  a  price  tag  on. 

So  when  you  compare  COMPAQ  with  lower-priced  alternatives, 
look  beyond  the  basics.  You'll  find  COMPAQ  delivers  the  better  value.  For  more  details 
and  the  location  of  your  nearest  Authorized  COMPAQ  Computer  Dealer,  just  call  1-800-231 
Operator  135.  In  Canada,  1-800-263-5868,  Operator  135. 
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Telephone  of  the  access  fees  it  usually 
gets  for  completing  those  long-distance 
calls.  The  company  collected  $2.3  billion 
in  such  charges  last  year.  Bypassers 
also  can  connect  two  businesses  locally. 
Their  biggest  business  so  far  has  been 
connecting  local  hubs  of  long-distance 
companies  to  each  other. 

Businesses  such  as 
Bear  Stearns,  Chemical 
Bank,  and  Merrill 
Lynch — which  owns  95% 
of  Teleport — have  good 
reason  to  bet  on  the  up- 
starts. At  a  minimum, 
they  get  backup  for  criti- 
cal connections.  The  best 
of  the  new  carriers  also 
provide  better  service 
than  the  conventional  lo- 
cal phone  companies,  ac- 
cording to  a  survey  of 
customers  conducted  by 
Yankee  Group. 

By  the  end  of  the  de- 
cade, small  businesses 
and  even  residential  cus- 
tomers may  have  some  choice  in  local 
phone  services,  too.  That  is,  if  new  wire- 
less phones,  called  personal  communica- 
tions networks  (PCNs),  live  up  to  their 
promise  (page  101).  Companies  such  as 
New  York-based  Millicom  Inc.  are  test- 
ing PCNs  for  installation  starting  around 
1995.  They  resemble  cellular  phone  sys- 
tems but  have  the  potential  to  accommo- 
date more  customers  at  a  lower  price. 
Backers  say  that  PCNs  could  actually 
form  a  second  phone  system  paralleling 
the  wired  system. 

Not  surprisingly,  the  Baby  Bell 
holding  companies  are  eager  to  seize 
control  of  PCNs.  In  a  move  that  could 
undermine  the  local  wired  system, 
some  are  seeking  to  operate  PCNs 
themselves,  rather  than  through 
their  regulated  telephone  companies. 
By  keeping  PCNs  out  of  the  regulat- 
ed units,  the  holding  companies 
could  boost  corporate  earnings — in- 
stead of  seeing  PCN  profits  go  to 
subsidize  residential  customers  on 
the  wired  network. 
two  biases.'  But  there  are  regula- 
tory and  financial  hurdles  to  over- 
come. FCC  Chairman  Alfred  C.  Sikes 
says  he  doesn't  think  phone  compa- 
nies should  automatically  get  li- 
censes to  provide  PCNs  and  favors  an 
auction  of  airwaves  for  the  new  ser- 
vice. "I've  got  two  biases,"  says 
Sikes.  "I  think  the  spectrum  should 
be  bought,  not  given  away.  And 
more  competition  is  better  than  less 
competition."  Moreover,  despite 
widespread  enthusiasm  for  the  new 
PCN  technology,  questions  remain 
about  its  cost  and  market  appeal. 


THE  BYPASS 
BOOM 


FIBER-OPTIC  AND 
MICROWAVE  SERVICES 
THAT  BYPASS  LOCAL 
PHONE  COMPANIES 


87        '88        '89        '90  '91 
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A  ANNUAL  REVENUES  (MILLIONS  OF  DOLLARS) 
DATA  YANKEE  GROUP 


A  more  immediate  threat  to  the  phone 
monopolies  could  come  from  the  cable-TV 
industry,  whose  wires  already  can  reach 
into  nearly  90%  of  U.  S.  homes.  If  phone 
companies  gain  admittance  to  the  cable- 
TV  business — as  they  have  been  lobbying 
for  permission  to  do — several  cable-TV 
companies  are  poised  to 
counterattack.  Three 
companies  have  received 
licenses  from  the  FCC  to 
experiment  with  using 
their  cables  to  carry  PCN 
signals  between  trans- 
mitting antennas.  On 
Mar.  7,  Time  Warner  Inc. 
announced  plans  to  in- 
stall a  fiber-optic  net- 
work in  parts  of  Queens 
and  Brooklyn,  N.  Y.,  that 
will  offer  up  to  150  chan- 
nels of  cable  TV  and  let 
viewers  "talk  back." 
With  added  hardware, 
such  two-way  systems 
could  handle  phone  calls. 
Even  as  competition 
appears,  however,  business  customers 
complain  that  the  local  phone  companies 
still  behave  like  monopoly  public  utili- 
ties. Donaldson  Lufkin  Jenrette's  Gross 
likens  them  to  dinosaurs:  "slow,  cumber- 
some creatures  of  great  size  and  power 
but  little  intellect."  Indeed,  Gross  and 
other  critics  contend  that  the  bypass 
movement  has  its  roots  in  the  phone 
companies'  failure  to  meet  the  needs  of 
big  business  for  better  service.  "If  New 
York  Tel  had  been  more  responsive,  Te- 
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leport  wouldn't  exist  today,"  content;. 
Allan  Poretsky,  a  former  New  Yoi' 
Telephone  engineer  who  now  works 
Teleport. 

According  to  some  critics,  the  Bat 
Bells  largely  ignored  the  local  phori 
business.  In  the  seven  years  since  tr§ 
Bell  breakup,  they  have  pumped  milliorl 
into  other  businesses — from  furnituii;. 
stores  to  ventures  in  Eastern  Europj 
But  they  underinvested  in  technology  «■ 
improve  service  and  profits  in  their  coi| 
businesses,  says  Victor  Schnee,  preaj 
dent  of  Probe  Research  Inc.,  a  marks 
researcher  in  Cedar  Knolls,  N.  J.  1 
1989,  according  to  Probe,  the  Baby  Bell 
actually  generated  slightly  more  casj; 
flow  from  depreciation  than  they  speil 
on  new  investments.  In  effect,  sayi 
Schnee,  they  treated  their  core  businesjj 
es  as  cash  cows. 

high-wire  act.  Meanwhile,  the  new  con 
petitors  continued  to  attack  with  de 
ring-do.  R.  Craig  Roos  of  Local  Are 
Telecommunications  Inc.  recalls  climbin 
out  on  a  walkway  on  the  108th  floor  c 
New  York's  World  Trade  Center  in  Pel 
ruary,  1983,  to  hand  wrenches  to  tr 
men  putting  up  Locate's  first  microwav 
antenna.  Says  Roos:  "I  was  scared  t 
death."  Metropolitan  Fiber  Chief  Execi 
tive  Royce  J.  Holland  tells  his  people: 
there  are  any  barriers  in  the  way,  yo 
kick  'em  down." 

Traditional  phone  companies  just  don 
work  that  way.  John  Lockton  Jr.  serv> 
as  executive  vice-president  at  Pacifi 
Bell  and  is  now  president  of  EasyPhon 
Inc.,  a  wireless-phone  startup  in  San  M 
teo,  Calif.  The  difference  in  corpcj 
rate  culture,  he  says,  is  immens* 
"You  don't  find  a  company  the  siz 
of  Pacific  Bell  coming  to  decision 
quickly  on  the  say  of  an  individual. 
Today,  says  Lockton,  "I  am  having 
ball." 

Before  the  newcomers  can  serioui 
ly  challenge  the  monopolies,  the 
need  to  firm  up  their  foundation 
The  costs  of  building  alternative 
phone  networks  are  huge.  As  a  rJ 
suit,  Teleport  is  the  only  bypasse| 
now  making  a  profit.  But  Merri 
Lynch  is  looking  for  a  new  partne 
to  help  fund  its  ambitious  expansio 
plans.  "The  good  news,"  says  Teh 
port  CEO  Robert  Annunziata,  "is  lot 
of  people  are  interested."  One  bj 
passer,  Dallas-based  DFW  MetroLin 
Inc.,  filed  for  Chapter  7  liquidation 
under  federal  bankruptcy  laws  il 
February.  Several  others  have  folde 
or  curtailed  expansion  plans.  Consoli- 
dation could  accelerate  if  the  phon: 
companies  are  freed  from  rate  regil 
lations  and  start  slashing  prices. 

As  a  result,  the  gutsy  newcomer 
have  found  that  it's  hard  to  rai: 
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lture  capital.  They're  hoping  that  ca- 
-TV  companies  or  foreign  investors, 
iking  long-term  strategic  investments 
her  than  quick  profits,  will  pony  up. 
I  Communications  Corp.  Chairman 
lliam  G.  McGowan  says  he  doesn't 
ry  the  new  monopoly-busters,  who  he 
rs  face  a  more  uncertain  payback  than 
:  young  MCI  sought  when  it  challenged 
fcT's  long-distance  monopoly.  "The 
momics  and  technology  are  so  vastly 
ferent,"  he  warns. 

Competition  may  evolve  slowly — or  it 
y  come  with  lightning  speed.  Probe 


Research's  Schnee  says  the  local  phone 
monopolies  could  break  up  almost  over- 
night if  the  Baby  Bells  realize  that  com- 
petition can  be  their  salvation.  By  relin- 
quishing their  monopolies,  he  says,  the 
Bells  could  gain  permission  to  enter  the 
information-providing  businesses  now 
ruled  off-limits  by  U.  S.  District  Judge 
Harold  H.  Greene,  who  oversees  the  re- 
gional phone  companies.  Such  a  bold 
move,  says  Schnee,  could  be  orchestrat- 
ed by  an  outsider  who  takes  over  a  Baby 
Bell  or,  more  intriguingly,  by  someone 
who  rises  up  from  within  a  Baby  Bell  to 


dismantle  the  sclerotic  old  system. 

However  quickly  competition  comes, 
the  direction  is  certain.  "The  tide  is  roll- 
ing in,"  says  Robert  C.  Atkinson,  senior 
vice-president  for  regulatory  and  exter- 
nal affairs  at  Teleport.  "Regulators  can 
try  to  build  a  wall  around  their  little 
sand  castle.  But  you  can  only  keep  the 
tide  out  for  so  long,  then  the  whole 
thing  collapses."  The  walls,  indeed,  are 
tumbling  down. 

By  Peter  Coy  in  New  York  and  Mark 
Leiry/i  in  Washington,  with  Julie  Ampa- 
rano  Lopez  in  Philadelphia 


FUTURE  PHONE?  THE  PCN  IS  A  WIRELESS  TO  WATCH 


Pity  the  mail  handlers  at  the  Fed- 
eral Communications  Commis- 
sion. When  the  agency  asked  for 
leas  last  year  on  how  to  promote  and 
egulate  new  wireless  phone  services, 
lore  than  3,000  pages  of  comments 
oured  in  from  everywhere  from  Sili- 
on  Valley  to  Sweden.  The  intense  in- 
erest  reflected  the  huge  potential  of 
ew  wireless  technologies,  especially 
ne  called  the  personal  communications 
etwork  (PCN).  Impulse  Telecommuni- 
ations  Corp.,  a  Dallas-based  market 
esearcher,  estimates  that  by  the  year 
000,  PCNs  will  bring  in  $2.78  billion 
nnually — about  what  cellular  phone 
ystems  bring  in  today. 

Even  though  PCNs  are  at  the  experi- 
nental  stage,  proponents  say  they 
ould  eventually  render  the  wired  local 
•hone  monopolies  passe.  At  minimum, 
hey'll  be  one  of  many  forces  acting  to 
oosen  the  grip  of  local  phone  compa- 
res on  their  customers.  But  before 
hey  take  on  the  establishment,  the  up- 
tart  PCN  systems  must  overcome  tech- 
nical, financial,  and  regulatory  hurdles. 


As  envisioned  by  their  proponents, 
PCNs  would  have  light,  inexpensive 
handsets  that  would  communicate  via 
low-power  antennas.  Subscribers  would 
be  able  to  make  and  receive  calls  while 
traveling,  as  they  can  with  cellular 
phone  systems,  but  at  a  lower  price. 
Eventually,  so  many  people  would  use 
PCNs  that  most  calls  would  never  have 
to  travel  over  the  wires  of  the  local 
phone  company. 

cable  assist.  That's  a  costly  vision.  To 
carry  as  much  traffic  as  their  business 
plans  call  for,  PCN  startups  may  need 
to  erect  a  dozen  antennas  to  cover  the 
same  area  that  a  cellular  system  now 
serves  with  one.  That  means  an  enor- 
mous up-front  investment.  Indeed, 
companies  experimenting  with  PCNs 
are  already  seeking  ways  to  hold  down 
expenses — perhaps  by  piggybacking  on 
cable  TV  networks  or  creating  net- 
works only  in  certain  areas,  such  as 
within  large  office  buildings. 

Finding  a  market  niche  for  PCNs  will 
be  a  challenge,  too.  Cellular  is  already 
well  entrenched.  And  a  cordless  phone 


service  known  as  CT-2  does  some  of 
what  PCNs  promise,  but  at  a  substan- 
tially lower  cost.  Already  used  in  En- 
gland, CT-2  lets  customers  make — but 
not  receive — calls  while  in  the  vicinity 
of  special  transmitters. 

And  regulation  is  yet  another  hurdle. 
The  FCC  hasn't  decided  how — or  wheth- 
er— to  make  room  on  the  precious  air- 
waves for  a  service  that  overlaps  exist- 
ing ones.  To  ease  its  way  with  the 
commission,  New  York-based  Millicom 
Inc.  is  testing  a  PCN  setup  in  Houston 
and  Orlando  that  works  on  part  of  the 
spectrum  already  used  by  microwave 
communications. 

Even  PCN  entrepreneurs  concede 
that  they  have  a  long  struggle  ahead. 
"It's  not  a  shoo-in,  and  we're  going  to 
have  to  learn  things  about  it,"  says 
Millicom  CEO  J.  Shelby  Bryan.  Still, 
even  if  they  don't  match  the  cellular- 
phone  revolution,  PCNs  are  likely  to  be 
one  more  factor  in  the  demise  of  the 
local  phone  monopolies. 

By  Mark  Lewyn  in  Washington  and 
Peter  Coy  in  New  York 
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The  first  on-line  database 


to  offer  credit  analysis 


for  the  corporate  bond  market. 
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Standard  &  Poor's  CreditWire,  from  McGraw-Hill.  Serving  the 
world's  capital  markets,  Standard  &  Poor's  is  the  pre-eminent 
ratings  agency.  And  without  question,  this  new  electronic 
information  service  is  the  best  way  to  acquire  the  latest  ratings 
news  and  analysis  on  the  $1.5  trillion  bond  market. 


nformation  Processin 


COMPUTERS  I 


WILL  FAST  AND  CHEAP  BE 
DATA  GENERAL'S  SALVATION? 


Ronald  Skates's  high-risk  gambit:  Slash  R&D  and  build  hot  boxes 


Until  December,  Data  General  CEO 
Ronald  L.  Skates  had  spent  five 
years  in  the  shadow  of  the  mini- 
computer company's  legendary  founder, 
Edson  D.  de  Castro.  True,  Skates  had 
risen  from  a  minor  financial  post  to  he 
chief  operating  officer  and  then  CEO. 
But  de  Castro,  as  chairman,  ruled — and 
the  company  drifted.  At  de  Castro's 
Data  General,  advanced  technology 
seemed  to  come  before  advanced  profits. 

After  five  consecutive  quarterly 
losses,  though,  Data  General  Corp.'s  di- 
rectors decided  they  had  had  enough.  On 
Dec.  12,  they  ousted  de  Castro  and  put 
Skates  fully  in  charge;  just  in  time  to 
see  a  $75  million  cut  in  annual  operating 
expenses  yield  a  $15  million  quarterly 
operating  profit.  That  restructuring, 


plus  a  hot  new  line  of  computers,  sud- 
denly gives  the  Westboro  (Mass.)  compa- 
ny its  best  prospects  in  years.  Wall 
Street  certainly  thinks  so:  In  the  past 
two  months,  no's  stock  has  risen  1857', 
to  11%,  or  12  times  the  increase  in  Stan- 
dard &  Poor's  computer  index. 

The  price  of  this  rapid  turnaround  is 
greater  vulnerability.  To  make  DG  profit- 
able again,  Skates  is  paring  the  company 
down  and  planning  its  future  around  a 
single,  relatively  bare-bones  product 
line,  called  AViiON.  He's  taking  Data 
General  back  to  its  roots  as  a  lean,  mean 
maker  of  the  fastest  computers  for  the 
lowest  prices.  And  he's  leaving  most  pro- 
gramming chores  and  specialization  up 
to  the  customers.  That's  how  de  Castro 
built  up  DG  in  the  1970s,  developing  "hot 


box"  minicomputers  that  outran  whate^i 
er  Digital  Equipment  Corp.  built. 

Skates  has  had  to  wield  a  heavy  ax  tl 
get  back  to  that  strategy.  He  has  pullel 
funding  from  several  major  development 
programs,  including  one  with  Nippol 
Telegraph  &  Telephone  Corp.  to  build  I 
special  computer  for  telephone  compd 
nies  and  another  to  build  superspeedl 
versions  of  Motorola  Inc.'s  88000  re 
duced  instruction-set  (RISC)  microprocea 
sor.  A  promising  office-automation  sofj 
ware  project  was  spun  off  into 
Japanese-funded  startup  named  Hypeij 
Desk  Corp.  All  told,  Skates  has  cut  tot 
research  and  development  spending  t| 
about  87  of  annual  sales,  well  belo\ 
de  Castro's  absolute  minimum  of  1271 
His  latest  move,  on  Mar.  12,  was  a  des 
to  sell  DG's  Japanese  arm,  Nippon  Dat 
General,  to  Omron  Corp.  for  $46  millior 
eclipsed  profits.  All  that,  Skates  says 
should  leave  DG  better  able  to  concer 
trate  on  what  must  now  become  its  flag 
ship  products,  the  AViiON  workstation 
and  minicomputers  introduced  in  198£ 
They're  based  on  Motorola's  88000  chip 
and  are  designed  to  compete  with  simila  i 
machines  from  Sun  Microsystems,  IBM 
and  DEC.  Sales  of  DG's  older  Eclipse  mir 
is,  which  produce  the  bulk  of  its 


For  Bread 


At  BASF,  we  try  to  make  the  world  a  better  place,  at  home  or  on  the 
road-  We  don't  farm,  but  our  mold  inhibitors  guard  against  spoilage 
in  farmers'  crops.  We  don't  manufacture  cars,  but  our  automotive 
coatings  help  protect  your  vehicle  from  the  weather.  We  don't 
make  a  lot  of  the  products  you  buy.  We  make  a  lot  of  the  products 
you  buy  better. 


From  our  agricultural  products  that  help  assure  there  is  food  for  a 
growing  world  population,  to  our  products  that  shield  you  and  your 
possessions  against  the  forces  of  nature,  BASF  helps  make  lives 
more  productive  and  more  enjoyable. 

But  more  importantly,  at  BASF,  we  never  forget  the  effect  we  have 
on  the  world  we  live  in.  Our  employees  have  a  strong 
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SKATES:  HIS  AVIION  LINE  MAY  SOON  BE  THREATENED  BY  A  NEW  ARRIVAL  FROM  HP 


ion  in  revenues,  fell  24%  last  year. 
;  company  is  counting  on  AViiON 
iS,  about  $120  million  last  year,  to 
i  up  the  slack. 

"he  danger,  though,  is  that  DG  may 
be  able  to  push  AViiON's  price  and 
formance  fast  and  far  enough  to  suc- 
d  in  today's  fiercely  competitive 
ten  systems"  market.  There,  all  com- 
ers run  essentially  the  same  indus- 


try-standard software  packages,  begin- 
ning with  American  Telephone  & 
Telegraph's  Unix  operating  system. 
With  little  room  to  differentiate  products 
via  software,  every  supplier  is  pushing 
hardware  price  and  performance.  To  suc- 
ceed, DG  will  have  to  outrun  the  pack. 

To  Skates,  it's  all  in  the  engineering. 
New  AViioNs,  scheduled  for  release  on 
Mar.  13,  will  run  three  times  as  fast  as 


DEC's  VAX  9000  mainframe  but  will  sell 
for  a  third  of  the  price — around  $100,000 
and  up.  Barry  F.  Bosak,  an  analyst  at 
Smith  Barney,  Harris  Upham  &  Co., 
reckons  that  the  new  machines  will  drive 
DG's  profits  to  $46.5  million  in  1991  on 
flat  sales  of  $1.2  billion.  Says  Skates:  "It 
won't  take  much  for  us  to  be  back  in  the 
swing  of  things." 

Easier  said  than  done.  The  new 
AViiONs  may  have  only  a  fleeting  mo- 
ment on  top.  Hewlett-Packard  Co.,  eager 
for  a  comeback  in  workstations,  plans  to 
unveil  machines  on  Mar.  26  that  it  says 
will  be  even  faster  and  cheaper  than  the 
new  AViiONs.  DG  contends  that  it's  still  in 
shape  to  keep  up  in  such  games  of  tech- 
nological leapfrog.  But,  says  Judith  S. 
Hurwitz,  a  market  researcher  at  Patricia 
Seybold's  Office  Computing  Group  in 
Boston:  "When  you  cut  R&D  that  much, 
you  have  to  ask:  Long-term,  how  is  DG 
going  to  compete  with  Hewlett-Packard, 
IBM,  Sun,  and  DEC?" 

Pursuing  the  hot  technology/low  price 
strategy  also  involves  wrenching  boom- 
and-bust  cycles  between  generations  of 
new  products.  So  even  though  Data  Gen- 
eral seems  to  be  on  its  way  up  again, 
Skates  had  better  hang  on  to  his  hat. 
Data  General  is  back  on  its  roller  coast- 
er ride. 

By  Gary  McWilliams  in  Westboro,  Mass. 


and  Water 

sense  of  environmental  responsibility.  From  research  and  development  to  the  final  product  or 
application,  we  take  special  care  to  help  ensure  that  our  production  and  disposal  methods 
are  safe  and  environmentally  sound.  After  all,  we  all  share  the  same  planet. 

t's  not  surprising  that  when  businesses  worldwide  look  to  the  future,  they  look  to  BASF. 
3ecause  we  make  products  that  help  make  life  better  for  everyone.  And  everything. 

Even  bread  and  water. 


The  Spirit  of  Innovation 

BASF 
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Insurance 


DON'T  LEAVE  YOUR 
HOME  OFFICE  UNCOVERED 


any  people  who  work 
from  the  safety  of 
their  own  homes  are 
not  as  safe  as  they  think — at 
least  when  it  comes  to  insur- 
ance risks.  Failure  to  obtain 
proper  home-office  protection 
can  be  costly  if  you  discover 
after  the  fact  that  your  basic 
homeowner's  policy  doesn't 
cover  business  equipment  de- 
stroyed in  a  fire  or  injuries  to 
a  client  who  trips  on  your 
stoop.  You  may  also  be  chanc- 
ing unreimbursable  losses  if 
you  use  the  family  car  for 
work  and  don't  pay  a  busi- 
ness-use premium. 

Some  11  million  Americans 
work  at  home.  To  do  their 
jobs,  they  often  invest  thou- 
sands of  dollars  in  computers, 
software,  fax  machines,  copi- 
ers, and  the  like.  Still,  while 
five  out  of  six  buy  some  form 
of  personal  health  insurance, 
nearly  half  carry  no  coverage 
for  business-related  property 
and  liability  hazards,  accord- 
ing to  home-office  consultant 
Paul  Edwards,  who  is  based 
in  Santa  Monica.  Calif. 
big  mistakes.  There  are  sev- 
eral explanations.  Sometimes 
at-home  workers  decide  their 
risks  are  too  small  to  justify 
the  added  insurance  costs. 
They  might  also  rank  insur- 
ance at  the  bottom  of  their 
priority  list  of  expenses. 
"Insurance  does  not  bring  an 
immediate  perceived  benefit." 
Edwards  says.  "Most  people 
would  rather  spend  money  on 
something  that  will  bring 
in  business  or  improve 
productivity." 

But  beware  of  mistaken  as- 
sumptions. Perhaps  the  most 
common  is  that  existing  insur- 
ance already  protects  every- 
thing. People  also  may  not  re- 
alize that  it's  often  simple — 
and  relatively  inexpensive — to 
fill  in  the  gaps. 
That's  why  it's  important  to 


■  I  review  your  coverage  with 
1 1  insurance  agent  if  you  wi 
from  a  home  office  or  are  s 
ting  one  up.  You  might  lea 
that  for  as  little  as  $20  a  y< 
extra,  you  can  extend  yo 
basic  homeowner's  or  apa 
ment-dweller's  plan  to  co\ 
certain  business  risks. 

With  a  State  Farm  Ins 
ance  homeowner's  policy,  f 
instance,  a  S20  rider  will  p: 
tect  up  to  S5.000  of  offi 
property   in  the  home  a 
81,000  away  from  the  pre 
ises.  Otherwise,  the  regul 
limit  on  business  property 
S200,  an  amount  that  wot 
barely  replace  a  tape  recoi 
er.  What's  more,  the  opti 
extends  liability  coverage 
J  anyone  who  gets  injured  on 
Pi   business  call  to  your  home 
such  as  a  client  or  delive 
person.  State  Farm's  liabili 
limit  is  §300,000,  althou 
some  insurers  go  higher. 
modest  limits.  The  so-call 
option  for  incidental  busine|. 
isn't  available  for  more  ela 
rate  facilities  such  as  a  d 
tist's  office.  And  the  liabili 
portion  does  not  protect  I 
lawyer  or  doctor,  say,  from 
the  kind  of  professional  liabB 
ity  that  arises  from  malprair; 
tice  suits.  "We  are  somewhi; 
restrictive  in  the  types  of  olj 
erations  we  allow,"  explaim 
David  Speers,  general  undei| 
writing  superintendent  fm\ 
State  Farm.  "A  one-chal1 
beauty  shop,  a  leatherwoit 
studio,  and  a  word  processiri 
service  would  OjUalify,  bil 
computer  programmers  arl| 
engineers    have  coveragl- 
needs  much  more  comprehen. 
sive  than  this  endorsemem- 
can  provide." 

Coverage  needs  that  exceel 
the  modest  limits  of  a  horn* 
owner's  plan  would  push  yo« 
into  a  small-business  policl 
Basic  small-business  insul 
ance,  which  might  include  11 
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lity,  business  interruption, 
1  errors-and-omissions  pro- 
tion,  would  run  at  least 

0  a  year  for  about  $1  mil- 

1  in  liability  and  $50,000  in 
perty  protection. 

f  your  home  office  is  load- 
with  expensive  computer 
lipment  and  software,  you 
y  want  to  purchase  a  sepa- 
e  floater  just  to  cover 
ise  items.  Safeware,  an 
sncy  based  in  Columbus, 
io,  sells  a  policy  for  $49  to 
9  a  year  (with  a  $50  de- 
:tible)  that  insures  personal 
iputers  and  software — re- 
■dless  of  use  and  location — 
$2,000  to  $14,000.  You  can 
3  buy  coverage  for  data 
ses  caused  by  power 
ges  or  other  problems,  but 
much  more  expensive. 
Is  David  Johnston, 
eware's  chief  executive  of- 
;r:  "The  best  protection 
tinst  loss  of  data  is  to 
ke  backup  disks." 
U-home  workers  might 
3  overlook  auto  insurance. 


OPTIONS  FOR  PROTECTING  YOUR  HOME  BUSINESS 


These  policies 

...cover  these  risks 

...and  typically  cost 

LIABILITY 

Injuries  on  your  property  to  clients,  custom- 
ers, and  delivery  people 

$20  for  rider  to  homeowner's  policy* 
($300,000  coverage) 

BUSINESS  PROPERTY 

Damage  or  loss  of  inventory,  home-office 
equipment 

$20  for  rider  to  homeowner's  policy* 
($5,000  coverage) 

SMALL  BUSINESS 

Business  property  and  liability  too  extensive 
for  homeowner's  rider 

$500  per  year  ($  1  million  in  liability, 
$50,000  in  property  coverage) 

COMPUTER 

Damage  to  your  computer  hardware  and 
software 

$89  per  year  for  $8,000 

AUTO 

Accidents,  loss  of  business  property  when 
using  personal  car  on  business 

$1,600  per  year  ($300,000  in  liability  cov- 
erage per  accident) 

*Not  available  for  every  homeowner's  policy 


DATA:  AETNA  LIFE  8.  CASUALTY.  PAUL  EDWARDS;  BW 


If  you  occasionally  use  your 
personal  car  to  make  deliver- 
ies and  merchandise  is  stolen 
from  the  trunk,  or  if  you  get 
into  an  accident  as  you're 
driving  to  a  customer  call, 
your  carrier  may  not  reim- 
burse you  if  you  haven't  in- 
sured the  vehicle  for  business 
use.  Such  coverage  would  add 
several  hundred  dollars  a 
year  to  your  regular  bill. 


Not  everybody  who  works 
at  home  is  self-employed,  of 
course.  This  can  lead  to  other 
complications.  Technology  re- 
search firm  Link  Resources 
learned  that  the  hard  way 
when  a  burglar  broke  into  se- 
nior research  associate  Carol 
D'Agostino's  home  office.  The 
computer,  printer,  modem, 
and  answering  machine  were 
stolen.  Although  D'Agostino's 


homeowner's  policy  insured 
up  to  $2,500  of  business 
equipment,  it  didn't  cover  the 
loss.  The  reason:  The  property 
belonged  to  her  employer,  not 
to  her.  Link  ultimately  had  to 
add  equipment  for  D'Agostino 
to  its  own  plan.  The  story 
shows  that  reviewing  your 
coverage  before  disaster 
strikes  is  the  best  policy  for  a 
home  office.       Amy  Dunkin 


Health  Care 

ENDER  CARE 
>R  TERMINAL 
ITIENTS 


^kerhaps  the  most  diffi- 
^Pcult  experience  of  any- 
one's life  is  standing  by 
plessly  as  a  family  member 
irs  death.  To  ease  matters 

both  the  family  and  the 
ng  person,  a  movement 
>wn  as  hospice  has  spread 
m  Britain  to  the  U.  S.  in 

past  decade.  Some  1,700 
;pice  groups  now  operate 
oughout  the  country, 
rtany  people  view  a  hospice 
a  place  where  terminally  ill 
•pie  spend  their  last  days, 
y  and  large,  they're 
3ng,"  says  Baylee  Gordon, 
;cutive  director  of  Pitts- 
rgh's  South  Hill  Family 
spice.  "It's  a  philosophy, 
.  a  place."  An  in-patient  fa- 
ty  is  a  rarity.  Rather,  the 
phasis  is  on  home  care,  so 
>ple  can  enjoy  what  re- 
ins of  life  in  familiar  sur- 
indings,  free  of  pain. 
Admittance  to  a  hospice 


program  requires  a  doctor's 
statement  that,  if  illness  runs 
its  normal  course,  the  patient 
has  only  months  to  live.  And 
the  individual  (or  someone 
with  power  of  attorney)  must 
acknowledge  that  the  plan  in- 
volves no  aggressive  or  cura- 
tive treatment.  All  care  is  pal- 
liative— to  control  pain  and 
symptoms  only. 

Costs  are  usually  covered 
by  medicare  and  most  health 


insurance  plans. 
On  average,  a  hos- 
pice gets  $80  a  day 
for  "routine  home 
care,"  where  fam- 
ily members  are 
trained  to  look  af- 
ter the  patient.  If  a 
nurse  is  required 
for  eight  or  more 
hours,  the  cost  hits 
$465;  it's  about 
$350  when  a  per- 
son is  in  an  in-pa- 
tient facility. 
simplicity.  Taught 
by  hospice  doctors 
and  nurses,  rela- 
tives learn  to  ad- 
minister painkillers 
or  handle  intrave- 
nous lines.  "Family 
members  are  in- 
variably willing  to 
do  anything  they  can,  and  to- 
day's technology  makes 
things  easier,"  says  Elle 
Steinhardt  of  Manhattan's  Ca- 
brini  Hospice.  She  points  to  a 
bedside  device  that  resembles 
a  humidifier.  "For  someone 
requiring  oxygen,  it  com- 
presses what's  in  the  air,  so 
there's  no  need  for  tanks  and 
gauges."  And  a  nurse  can 
be  telephoned  at  any  time  to 
provide  advice  or  comfort. 


Along  with  the  medical 
team,  each  hospice  has  a  pas- 
toral-care director  and  a  social 
worker.  "Only  a  handful  of 
hospices  cater  to  a  particular 
religion,"  notes  John  Ma- 
honey,  who  heads  the  Nation- 
al Hospice  Organization  (NHO) 
in  Arlington,  Va.  But  on  re- 
quest, a  hospice  will  call  a 
clergyman  of  a  specific  faith. 
The  social  worker  assesses 
special  needs — sitters  for  chil- 
dren, for  instance.  And  volun- 
teers do  everything  from  cler- 
ical work  to  holding  a 
patient's  hand  or  listening 
sympathetically  to  a  disconso- 
late spouse. 

With  hospice  programs 
standardized,  most  families 
simply  choose  one  nearest 
home.  A  referral  typically 
comes  from  a  hospital  "dis- 
charge planner"  or  social 
worker,  not  a  doctor.  At  800 
658-8898,  the  NHO  can  pinpoint 
one  near  you.  "But  be  clear 
on  what  you're  getting,"  says 
Mahoney.  "It's  not  a  round- 
the-clock  nursing  service."  In- 
stead, as  one  hospice's  nurse 
supervisor  puts  it,  you  get 
"attention  from  people  who 
want  to  help  you  live  as  well 
as  you  can,  as  long  as  you 
can."  Don  Dunn 
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Leisure 


JUMP  OFF 
A  CLIFF— AND 
PARAGLIDE 


■  first  saw  paragliders  last 
BJ  summer:  men  and  women 

Hwitli  colorful  oblong  para- 
chutes, gliding  gracefully 
along  the  cliffs  at  San  Fran- 
cisco's Ocean  Beach.  Later,  I 
stood  at  the  top  of  one  of 
those  20-foot  cliffs,  watching 
a  student  take  off.  She 
tugged  on  the  strings  to  fill 
her  paraglider  with  wind, 
struggled  to  keep  it  steady 
overhead,  ran  to  the  cliffs 
edge — and  landed  in  a  large 
thorny  hush  halfway  down 
the  steep  incline. 

Despite  her  less-than-auspi- 
cious  start,  paragliding  has 
proven  to  be  relatively  easy  to 
learn  and  lots  of  fun  for  a  lot 
of  people.  It's  slower — and 
safer — than  hang  gliding, 
though  any  sport  that  re- 
quires a  helmet  is  risky. 


IT'S  EASY:  BW'S  BRANDT  SAILS  DOWN  A  CALIFORNIA  HILLSIDE 


Paragliding  takes  coordina- 
tion, courage,  and  cash  rather 
than  strength  or  stamina.  A 
basic  setup  costs  about 
$o,000,  and  lessons  go  for 
about  $100  a  day.  Curtis 
Woodman,  who  runs  Sky- 
dance  Paragliding  in  San 
Francisco,  estimates  that  the 
average  flier  spends  $1,000  on 
lessons,  $5,000  on  equipment, 
and  up  to  $10,000  a  year  trav- 
eling to  the  best  sites. 


A  paraglider  canopy  is  a  15- 
pound  nylon  "wing"  that  can 
be  stuffed  into  a  backpack. 
An  opening  along  the  front 
lets  air  inflate  it  into  an  air- 
foil, giving  it  lift,  steerability, 
and  a  typical  speed  of  15  to  20 
mph.  Levers  that  increase 
drag  act  as  brakes  to  slow 
you  to  a  gentle  landing. 

You  can  fly  wherever 
there's  a  soft  wind  and  a  good 
launching  point.  Tropical  re- 


sorts are  popular,  and  son 
ski  areas  let  paragliders  ri< 
up  lifts  wearing  skis, 
there's  enough  wind,  you' 
off.  If  not,  you  ski  until  y( 
pick  up  enough  speed  to  gli< 
down.  After  four  lessons,  F 
comfortable  sailing  for  a  fe 
minutes  along  beach  cliffs 
over  inland  hills.  Skilled  gli 
ers  can  stay  up  for  hours. 

FLIER'S     LICENSE.  LeSSOl 

teach  you  to  read  the  wii 
and  deal  with  emergencies. 
Class  I  license  takes  just 
few  sessions,  but  a  Class 
which  you  need  for  ski  slop 
and  other  advanced  flyir 
sites,  takes  an  extra  year  ai 
at  least  150  flights.' To  fii 
local  lessons  and  informatio 
order  Paragliding,  The  Ma 
azine  (801  254-7455)  or  Par 
glide  USA  (714  924-5229). 

Remember,  you're  at  tl 
mercy  of  the  wind.  I  recent 
joined  a  "fly  in"  on  a  ha! 
mile-high  mountain.  But  n 
excitement  at  taking  my  fir 
high-altitude  leap  evaporate 
when  gusty  winds  left  n 
standing  at  the  summit,  £ 
dressed  up  with  nowhere 
go.  Rich  Bran 


Falling  interest  rates  have 
pushed  yields  on  popular 
tax-free  money  market  funds 
close  to  47',  off  357  since 
January.  But  investors  can 
make  up  some  of  the  differ- 
ence by  using  a  little-known 
alternative:  preferred  stock 
of  closed-end  municipal  bond 
funds,  which  cost  $50,000  or 
$100,000  per  share. 

This  stock  doesn't  trade  on 
any  exchange,  but  it's  "pre- 
ferred" in  the  sense  that  its 
owners  have  claim  to  the 
fund's  assets  before  common 
shareholders.  And  unlike 
most  preferred  shares,  the 
price  doesn't  fluctuate.  "It's 
dollar-in,  dollar-out.  What 
you  pay  for  the  preferred  is 
what  you  get  when  you  sell," 
says  Jeffrey  Kratz,  vice- 
president  at  John  Nuveen, 
which  offers  9  of  the  21 
available  issues. 

Terms  are  agreeable:  no 
commissions,  dividends  are 
often  paid  weekly,  and  earn- 
ings are  exempt  from  feder- 
al— and  sometimes  state — 
taxes.  The  vields  of  these 


Smart  Money 

AN  EVEN  SAFER  WAY 
TO  PLAY  MUNIS 


stocks,  also  marketed  by 
Kemper  Financial  Services, 
J.  &  W.  Seligman,  and  Put- 
nam, are  set  periodically. 

In  the  2V2  years  since  the 
bond  funds  have  offered  pre- 
ferred stock,  attractive  re- 
turns have  caused  the  mar- 
ket to  hit  $3.5  billion. 
Underwriters  have  priced  the 
preferred  shares  competitive- 
ly to  draw  big  investors  from 
tax-free  money  markets. 

For  example,  the  preferred 
shares  of  Nuveen  Perfor- 
mance Plus  now  pay  4.62% — 
about  average  for  the  12  na- 
tional funds  whose  share 
yields  are  reset  weekly. 
(There  are  also  seven  tax- 
free  funds  with  preferred 
shares  for  New  York  and 
California.)  Yields  are  even 
higher  right  now  for  funds 


whose  rates  are  reset  every 
28  days,  such  as  the  4.86% 
paid  by  Van  Kampen  Merritt 
Investment  Grade  Preferred. 

In  contrast,  the  average 
yield  for  tax-free  money 
market  funds,  as  tracked  by 
IBC/Donoghue,  was  recently 


A  SAMPLER  OF 
MUNI  PREFERREDS 


Issue 

Yield 

Kemper  Municipal  Series  A 

4.90%* 

Van  Kampen  Msrritt 

Investment  Grade 

4.86* 

Seligman  Select  Municipal 

4.74* 

Nuveen  Performance  Plus 

4.62 

Merrill  Lynch 

Munienhanced 

4.65 

Tax-free 

money  market  average 

4.14 

*28-dayrate       DATA:  MERRILL  LYNCH 


4.14%.  Hence,  an  investor  ii 
the  31%  tax  bracket  couk 
make  $700  more  a  year  on 
tax-equivalent  basis  by  put 
ting  $100,000  in  the  averag* 
seven-day  muni  preferrec 
over  the  average  seven-daj 
tax-free  money  market  fund 
drawbacks.  The  closed-en< 
funds  must  keep  $2  in  munii 
for  every  $1  of  preferre< 
shares.  This  protects  pre 
ferred  holders  from  losing 
their  money  and  has  earne( 
the  shares  AAA  rating 
from  Standard  &  Poor's  anc 
Moody's. 

Despite  its  virtual  money 
back  guarantee,  the  produc 
has  drawbacks.  You  have  n< 
chance  to  increase  your  prin 
cipal;  you  earn  only  interes 
on  the  stock.  And  unlikt 
money  market  funds,  youi 
cash  is  locked  in  for  the  7-  oi 
28-day  periods,  similar  to  < 
certificate  of  deposit. 

But  if  you  are  in  the  mar 
ket  for  extra  tax-free  in 
come,  these  shares  might  b( 
preferable  short-term  in 
vestments.          Bruce  Hage, 
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iHpy  to  C( 

imDanies 

J  X  A  X  k/CU 

Local  Area 
Telecommunications  96 

Paramount  Pictures  74 
Parsons  Brinckerhoff  46 

index  gives  the  starting  page  for  a  story  or  lea- 

Lockheed  90 

with  a  significant  reference  to  a  company.  Most 

Pergamon  AGB  34 

idiaries  are  indexed 

under  their  own  names. 

Louis  Berger 

panies  listed  only  in  tables  are  not  included. 

International  46 

Peugeot  92 

Exxon  36,  76 

M 

Phibro  Energy  82 

ited  Publications  84 

F 

Macmillan  34 

Philips  48 

Manhattan  Cable 
Television  30 

heny  Rail  Products  46 

Farley  5 

Prime  Network  76 

can  Airlines  28 

Fiat  92 

Mary  Kay  Cosmetics  76 

Prudential  Securities  36 

can  Continental  36 

First  Boston  92 

Matra-Transport  46 

R 

itech  96 

Fleet/Norstar  Financial 

Matsushita  64 

Rockwell  International  90 

?  Computer  30 

OA 

L?roup  ou 

,Wl  ■  W'.-l 

RWE-DEA  84 

5,32,  78,  96,  104 

Foamade  Industries  92 

Communication  34 

tic  Richfield  96 

Ford  92 

Mazda  92 

S 

Formoso  Plastics  46 

MCA  64 

Safeware  1 06 

Fujitsu  48 

McDonald  s  36 

Salomon  82 

One  80 

G 

McDonnell  Douglas  76,  90 

Santa  Cruz  Operation  32. 

America  80 

MCI  Communications  96 
ommum 

bOo-lnomson  'lo 

of  Boston  80 

C^eneral  Dynomics  90 

Mf nrn  80 

IVI^UI[J  U\I 

Showtime  24 

of  New  England  80 

Genetics  Institute  84 

Merrill  Lynch  96 

Siemens  32,  48 

ue  National  de 

■-,  80 

Glaxo  Holdings  84 

Metropolitan  Fiber 

c  OA 

oystems  "O 

Signal  89 

Iron  Works  90 

GM  76,92,  112 

Silicon  Graphics  32 

mgm/ua 

Stearns  96 

Goldman,  Sachs  82 

Communications  74 

Sony  32,64,70,74 

fe!  Group  46 

oooayeor  jo 

/VMCrOSOTI    JU,  O  J. 

Southwestern  Bell 

Ismann  64 

Graham  Resources  36 

Millicom  96,  101 

Telephone  96 

cstone  Group  92 

Groupe  Bull  32,  48 

MIPS  Computer 

Square  D  84 

Systems  32 

3n  Five  Cent  Savings 

/->  -r  r    OA  ftZ 

GTE  84,  96 

State  Farm  Insurance  106 

k  22 

Gulfstream  Aerospace  92 

Mirror  Group 

Newspapers  34 

Sun  Microsystems  32,  104 

h  Airways  28 

Mitsubishi  46,  92 

H 

h  Petroleum  82,  89 

T 

Hewlett-Packard  104 

Tatung  46 

Honda  92 

Morgan  Stanley  82 

nical  Bank  96 

HyperDesk  104 

Motorola  104 

Teleport  Communications 
Group  96 

a  Airlines  46 

N 

, 

Thomson  48 

jtie's  36 

IBM  30,32,48,64,70, 

NCNB  80 

Time  Warner  64,  70,  96 

sler  92 

104 

NEC  32 

Timken  92 

^01  rnormoceuiicoi  oi 

Illinois  Bell  96 

Needham  5 

a  76 

Impulse 

New  York  Telephone  96 

loyota  7z 

arco  84 

Telecommunications  101 

Trans  World  Airways  28 

NHK  49 

paq  32 

Integral  89 

Nippon  Telegraph  & 

Tribune  34 

dec  5 

Intel  32 

Telephone  104 

Trinity  Industries  84 

It  U 
Interptace/  I  ranswona 

iNixaorT  to 

^States  Financial  80 

Recruit  36 

U 

iNorTnrop  7U 

United  Air  Lines  28,  78,  92 

K 

Nova  Pharmaceutical  89 

a  General  104 

Kaufman  &  Broad  22 

Up|ohn  84 

.  32,  104 

Kemper  National 

V 

Insurance  76 

Olivetti  32,  48,  49 

.euw,  Cather 

Omron  104 

Virgin  Atlantic  Airways  28 

emotional  46 

KeyCorp  80 

a  Air  Lines  28 

Kohlberg  Kravis  Roberts  80 

Virgin  Records  28 

P 

Pont  76 

Kollmorgen  84 

Pacific  Bell  96 

w 

L 

A                                    \A/  1 

Pan  American  World 

\A/nrnor  Rrnfkori  74 

vyuhici  Diuiittrrb   v^,  /  ** 

Airwa  s  28 

ways 

yPhone  96 

Link  Resources  106 

z 

j  Paragon  Cable 

rgreen  46 

Litton  Industries  90 

j    Manhattan  30 

Zenith  5 

1  Exxon 

2 

General  Motors 

3 

Mobil 

4 

Ford  Motor 

5 

IBM 

6 

Texaco 

7 

E.I.  du  Pont 

8                  Standard  Oil  (Ind  ) 

9 

Standard  Oil  of  Cal. 

10 

General  Electric 

1 1 

Gulf  Oil 

12 

Atlantic  Richfield 

13 

Shell  Oil 

14 

Occidental  Petroleum 

15 

U  S  Steel 

16 

Phillips  Petroleum 

 m 

27 
million 
Americans 
cant  read. 
And  guess 
who  pays 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back..  . by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


Coukh  Coalition  for  Literacy 
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FUJITSU  -  1-800-243-7046 


YOU'RE  LOOKING  AT  THE 
BEST  REASON  TO  BUY 
THE  NEW  FUJITSU  dex  530 
PLAIN  PAPER  FAX. 


We  printed  this  ad  directly  from 
the  new  dex®  530,  to  show  you  its 
impressive  reproduction  capabilities. 

Now  take  a  look  at  the  price. 
Because  we  think  you'll  be  equally 
impressed.  At  half  the 
price  of  traditional  plain 
paper  fax  machines, 
the  dex  530  pro- 
duces a  f  ileable, 
versatile,  high 
quality  plain  paper 
fax— all  for  just 
pennies  a  page. 

Outstanding 
features.  Look  further  and  you'll  find 
the  dex  530  is  both  exacting  and  effi- 
cient. With  features  like  whisper  quiet 
performance,  12  second  transmission 
speed  and  high  definition  reproduc- 
tion (including  a  superfine  resolution 
for  small  print  and  halftones). 


Room  to  grow.  An  expandable 
memory  with  battery  back-up  allows 
you  to  store  documents  and  transmit 
them  to  multiple  locations.  And  store 
incoming  documents  if  paper 
runs  out. 

With  a  nation- 
wide dedicated 
fax  service 
organization 
behind  you,  you 
can  also  see  why 
the  dex  530 
will  never  let 
you  down. 
So  why  not  stop  looking  and  get 
all  the  details  on  Fujitsu's  latest  com- 
munication solution  for  your  busi- 
ness. Contact  Fujitsu  Imaging 
Systems  of  America,  3  Corporate 
Drive,  Danbury,  CT  06810.  Or 
call  1-800-243-7046. 


FUJITSU 

The  global  computer  &  communications  company. 


iwestment  Figures  of  the  Wee 


RMENTARY 

e's  still  trouble  in  the  U.S. 
lomy.  Unemployment  is  up, 
auto  sales  down.  But  the 
d-income  market  liked  the  dis- 
news  just  fine.  Bonds  rallied, 
interest  rates  eased.  On  Mar. 
Federal  Reserve  Board  Chair- 
Alan  Greenspan  said  that 
a  still  weak  economy  and  in- 
on  in  check,  there's  room  for 
•est  rates  to  come  down  even 
e.  That  put  some  excitement 
<  into  the  stock  market,  which 
spent  most  of  the  week  in  a 
lest  sell-off. 


STOCKS 


Sept. 


s&p 


52-week  change 
+  11.2% 


T 


1  -week  change 
-0.4% 


BONDS 


Sept. 


Mar.  7  13 


Lehman  Brothers 
Treasury  Index 


52-week  chc 
-  3.8% 


1  -week  change 
,  0.9% 


THE  DOLLAR 

Mar.  Sept. 


J.  P.  Morgan 
Index 


-7.2% 


1  -week  change 

+  0.8% 


IARKET  ANALYSIS 


%  change 


.  STOCKS 

latest 

Week 

52-week 

V  JONES  INDUSTRIALS 

2955.2 

-0.6 

9.9 

COMPANIES  (Russell  1000) 

195.1 

-0.5 

10.8 

ILL  COMPANIES  (Russell  2000) 

166.1 

-0.6 

2.1 

COMPANIES  (Russell  3000) 

207.2 

-0.5 

10.2 

%  change  (local  currency) 
ilcIGN  STOCKS  latest  Week  52-week 

DON  (FINANCIAL  TIMES  100)         2448.2  -0.5  10.0 

Y0  (NIKKEI  INDEX)  26,418.3  0.1  -18.3 

ONTO  (TSE  COMPOSITE)  3550.7  -0.6  -4.9 


FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

6.0% 

6.3% 

8.2% 

30-YEAR  TREASURY  BOND  YIELD 

8.2% 

8.3% 

8.6% 

S&P  500  DIVIDEND  YIELD 

3.3% 

3.2% 

3.3% 

S&P  500  PRICE/EARNINGS  RATIO 

17.4 

17.5 

14.7 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

328.8 
84.2% 
0.34 
1.35 

326  8 
83.7% 
0  30 
1.15 

Positive 
Neutral 
Neutral 
Positive 

NDUSTRY  GROUPS 

BRIDGE  INFORMATION 

SYSTEMS  INC. 

IR-WEEK  LEADERS 

% 

4-week 

change 
52 

-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

ERS0NAL  LOANS 

14.9 

3.1 

HOUSEHOLD  INTERNATIONAL 

20.4 

-3.5 

47% 

iSTRUMENTATION 

14.4 

9.5 

HEWLETT-PACKARD 

17.4 

7  8 

48V8 

IACHINE  TOOLS 

11.7 

-19.9 

CROSS  &  TRECKER 

32.0 

-42.1 

41/s 

PPAREL  MANUFACTURING 

1  1.4 

24.7 

HARTMARX 

33.8 

-31.1 

11% 

ESTAURANTS 

11.1 

9.5 

WENDY'S  INTERNATIONAL 

16  1 

125.0 

9 

IR-WEEK  LAGGARDS 

% 

4-week 

change 
52 

-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

EWSPAPER  PUBLISHING 

6  1 

•'  f. 

NEW  YORK  TIMES 

-10.6 

-7.8 

22V4 

IL  AND  GAS  DRILLING 

5  1 

2  S  8 

HELMERICH  &  PAYNE 

5  4 

-29.2 

26'/s 

10NEY  CENTER  BANKS 

■5  1 

1 9  0 

J.  P.  MORGAN 

-9.2 

21.0 

445/8 

RUCKING 

5  0 

8.5 

CONSOLIDATED  FREIGHTWAYS 

-6.8 

-5.5 

17' s 

EGI0NAL  TELEPHONE  COMPANIES 

4  6 

-1.1 

BELL  ATLANTIC 

-9.2 

1.3 

47'  H 

IUTUAL  FUNDS 


DERS 

-week  total  return 


MORNINGSTAR  INC 


AMERICAN  HERITAGE 
iTRATEGIC  SILVER 
)PPENHEIMER  GLOBAL  BIO-TECH 

week  total  return 


IDELITY  SELECT  BIOTECHNOLOGY 
IDELITY  SELECT  HEALTH  CARE 
IDELITY  SELECT  MEDICAL  DELIVERY 


29.1 
21.7 
20.4 

 % 

93.3 
71.7 
70.0 


LAGGARDS 
Four-week  total  return 


BRUCE  -4.3 

GAM  EUROPE  -2.7 

SHEARS0N  TELECOMMUNICATIONS  INCOME  -2.1 

52-week  total  return  % 

STRATEGIC  INVESTMENTS  -40  6 

STEADMAN  0CEAN0GRAPHIC  TECHNOLOGY  -35.8 

STRATEGIC  GOLD/MINERALS  -35.1 


■  S&P  500 

ek  tolol  return 


]  Average  fund 
52  week  tolol  return 


ELATIVE  PORTFOLIOS 


lar  amounts 
resent  the  present 
ue  of  $10,000 
ested  one  year 
>  in  each  portfolio 

:entages  indicate 
-day  total  returns 


LU 


Treasury  bonds 
$11,158 

-0.07% 


U.  S.  stocks 
$11,118 

-1.78% 


llll 


Money  market  fund 
$10,657 

+  0.13% 


Gold 
$10,193 

+  5.99% 


DATA  RESOURCES  INC 


Foreign  stocks 
$10,189 

+  0.46% 


loto  on  this  page  are  as  of  market  close  Wednesday,  Mar.  13,  1991,  unless  otherwise  Indicated, 
stry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close 


Mar.  12  Mutual  fund  returns  ore  as  of  Mar,  8.  Relative  portfolios 
detailed  explanation  of  this  page  is  available  on  request 


alued  as  of  Mar.  12.  A 
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market  philosophy  among  regulators  plays  a  part, 

But  all  this  doesn't  mean  that  regulators  of  telecomn  I 
cations  can  hang  up  and  go  to  sleep.  If  anything,  eo  g 
with  the  impact  of  the  new  competitors  will  require  r  t 
effort — and  more  foresight — than  regulators  and  lawma  -s 
generally  demonstrate.  Plenty  could  still  go  wrong.  If  r  x- 
lators  throw  open  the  local  phone  business  to  newcor  -s 
without  giving  rate-setting  flexibility  to  the  establiftd 
phone  companies,  the  Bells  and  their  independent  kin  cMd 
suffer  a  mass  defection  of  their  best  customers.  The  |g 
losers  from  that  would  be  residential  and  rural  custon  p: 
They  would  be  stranded  on  a  steadily  decaying  network  at 
lacks  the  revenue  from  business  to  stay  fit. 

The  opposite  danger  is  just  as  alarming:  If  the  establi  ed 
phone  companies  are  given  too  much  pricing  flexibility  Bo 
soon,  they  could  price  predatorily  against  their  tender ,  »\v 
competitors  and  drive  them  out  of  business.  Then  e\ 
would  be  free  to  return  to  their  monopolistic  ways  of  se1  ur 
prices  too  high  and  rolling  out  new  services  and  technolc  ( - 
too  slowly.  Clearly,  competition  is  coming.  But  it  will |t<l 
take  regulation  to  make  it  come  out  right. 


SOWING  THE  SEEDS 
OF  A  MIDEAST  PEACE 


The  most  important  thing  about  President  Bush's  Mar. 
6  address  to  Congress  was  that  he  sought  to  parlay 
victory  in  the  gulf  into  a  solution  to  the  Arab-Israeli 
conflict.  Since  1907,  U.S.  policy  has  been  based  on  U.N. 
Resolution  242,  which  calls  for  Arab  states  to  recognize 
Israel,  and  tor  Israel  to  trade  territory  for  peace.  That  was 
how  Egypt  got  the  Sinai  back  in  1979 — by  making  peace 
with  Israel.  Now,  the  erasure  of  the  Iraqi  threat  creates  new 
opportunities  to  swap  land  for  peace. 

To  make  this  happen,  Bush  will  have  to  impress  on  both 
sides,  as  President  Reagan  did  not,  the  firm  U.S.  commit- 
ment to  this  approach.  Within  that  framework,  the  crucial 
negotiation  must  be  between  Israel  and  the  Palestinians  in 
the  occupied  territories.  The  Palestine  Liberation  Organiza- 
tion has  no  electoral  mandate  to  represent  them.  The  only 
way  to  choose  legitimate  Palestinian  negotiators  is  to  hold 
elections  in  the  occupied  territories.  Israeli  Prime  Minister 
Yitzhak  Shamir  now  appears  ready  for  such  a  vote,  which  he 
proposed  in  1989  but  then  backed  away  from.  Israel  needs 
negotiating  partners  with  the  authority  to  commit  the  Pales- 
tinians to  binding  settlement  terms. 

Negotiations  will  be  grueling,  because  the  two  sides'  ob- 
jectives are  so  far  apart.  But  if  such  a  confrontation  with 
hard  reality  succeeds,  it  will  produce  broad  recognition  of 
what  many  on  both  sides  have  refused  to  accept  up  to  now: 
the  inevitability  of  compromise  and  concessions.  To  ease 
Israeli  fears,  the  U.  S.  should  stand  ready  to  guarantee  any 
settlement  that  is  reached — including,  most  likely,  the  de- 
militarization of  the  West  Bank  and  Gaza. 

Winding  down  Arab-Israeli  hostility  will  also  require  nego- 
tiations on  a  second  track  to  normalize  relations  between 
Israel  and  Arab  states.  If  the  Palestinians  make  peace, 
there's  little  doubt  that  governments  of  other  Arab  coun- 
tries, who  have  no  direct  quarrel  with  Israel,  will  follow  suit. 
The  exception  is  Syria,  which  insists  it  must  get  back  the 
Golan  Heights,  a  narrow  strip  annexed  by  Israel  as  a  defen- 
sive buffer.  The  Sinai,  which  was  returned  to  Egypt  and 
demilitarized,  suggests  a  similar  win-win  solution  for  the 
Golan:  land  for  peace. 


THE  BELLS  STILL 
NEED  BABY-SITTING 


One  of  the  last  of  the  great  monopolies,  your  local 
telephone  company,  is  starting  to  show  cracks.  Mar- 
ket forces  and  new  technologies  are  opening  fis- 
sures in  the  venerable  local  franchises  of  companies  such  as 
New  York  Telephone,  Pacific  Bell,  and  Illinois  Bell.  Large 
businesses  are  clamoring  for  more  options  in  local  phone 
service  (page  96).  Fiber  optics  and  wireless  phones  are  grad- 
ually confounding  the  logic  of  having  a  single  company  hold 
sway  over  all  the  customers  in  its  franchise  area.  Free- 


ALCOHOLISM  IS 
BUSINESS'  BUSINESS 


The  war  on  drugs  has  gotten  all  the  hype  in  retm 
years,  but  alcoholism  is  still  the  nation's  most  sens 
addiction.  True,  casual  drinking  is  no  longer  as  ih- 
ionable  as  it  once  was.  But  alcoholism's  toll  remains  apai!- 
ingly  high:  Some  18  million  Americans  abuse  alcohol, ind 
more  than  100,000  die  prematurely  each  year  from  alclol- 
related  causes.  A  recent  federal  study  conservatively  Eti- 
mated  that  alcoholism  costs  the  nation  $86  billion  a  yet 

Business  picks  up  most  of  the  tab.  Virtually  every  colia- 
ny  has  workers  with  a  drinking  problem,  often  vetlan 
employees  in  executive  or  other  critical  positions.  When  lei)' 
alcoholism  goes  untreated,  it  costs  a  bundle.  Problem  dlik- 
ers  don't  pull  their  weight  in  the  office,  are  often  chroniply 
late  or  absent,  and  file  $4,600  more  in  health  claims  a 
than  other  employees.  Their  families'  doctor  bills  are  r 
higher,  too.  Meanwhile,  the  company  pays  full  salary 
benefits  for  an  employee  who  is  fully  functional  only 
of  the  time  (page  76). 

In  the  Eighties,  many  corporations  developed  geneji 
programs  to  help  alcoholic  employees  recover,  often 
gratifying  results.  But  now  the  progress  against  Corp* 
America's  biggest  drug  problem  is  being  threatened, 
though  few  companies  are  eliminating  alcohol  treat 
benefits  entirely,  many  are  hiring  outside  vendors  to 
age  care.  In  many  cases,  alcoholics  are  denied  the  treat 
they  need  because  it's  "too  expensive." 

This  is  bad  business.  Limiting  treatment  may  seem  to 
money.  But  the  one-time  expense  of  helping  an  alcc[>! 
recover  is  a  fraction  of  the  long-term  potential  cost.  Co 
nies  such  as  General  Motors  Corp.  have  found  that  whe 
job  is  done  right,  the  benefits  exceed  the  costs  by  3 
Business  is  right  to  be  concerned  about  the  cost  of  ale 
ism  treatment.  But  the  key  concern  should  be  effective  s 


ch 
Tie 


jth 
ite 


an- 
t 

eve 


pa- 
he 


112  BUSINESS  WEEK/MARCH  25.  1991 


April  | 

£ 


wn  iau  nun  •mo'  OUAYLE  ►HEWLETT-PACK    3 1 90I2  02953 187  5 


BusinessWeek 


APRIL  1,  1991 


A  McGRAW-HILL  PUBLICATION 


S2.50 


WAR  2  2  T99| 

UBHARY 


You  know  the  symptoms.  The 
boss  doesn't  seem  to  under- 
stand the  business  anymore. 
Decisions  come  slowly- 
only  to  be  abruptly  changed. 
Yes-men  are  everywhere. 
There  seem 
to  be  so  many 
distractions: 
a  board 
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meeting  somewhere  else  or  a 
power  golf  game  at  a  remote 
resort— and  the  perks  pile  up. 
It's  time  to  step  aside,  but 
there's  no  letting  go.  So  what 
happened  to  the  brilliant,  hard- 
driving 
manager  who 
made  it  to 

the  top?  PAGE  52 


The  others  in  its  class 
may  now  be  dismissed. 


Introducing  the  new  Ford 
Roomier.  Better  handling. 

Other  cars  don't  measure  up. 

The  1992  Crown  Victoria  is  sleeker  on  the 
outside,  yet  roomier  and  quieter  on  the  inside. 
We  gave  it  a  trunk  larger  than  any  in  its  class. 
Which  means  we  put  more  room  in  the  same 
space. 

Sophisticated  technology. 

Crown  Victoria  is  the  only  car  in  its  class  that 
offers  an  Anti-lock  Braking  System  (ABS)  with 

Buckle  up-together  we  can  save  lives. 


Crown  Victoria. 
More  fuel  efficient. 

Traction  Assist.  While  ABS  keeps  wheels  from 
locking  up  during  hard  braking,  Traction 
Assist  uses  ABS  technology  to  keep  rear  wheel 
from  spinning  on  slippery  surfaces. 

Speed  sensitive  steering,  another  unique  fea 
ture,  improves  road  feel  at  highway  speeds. 
And,  of  course,  you  get  the  added  safety  of  a 
driver's  air  bag  supplemental  restraint  system, 
standard. 
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Cover  Story 


52 


59 


60 


CEO  DISEASE 

Corporate  jets,  board  appointments, 
expense  accounts,  sycophants.  The 
trappings  of  being  a  CEO  can  turn  a 
dedicated,  hard-driving  executive 
into  an  egomaniac.  Most  chieftains 
exhibit  a  few  symptoms  of  CEO 
Disease  without  ever  developing  a 
full-blown  case.  But  at  its  deadliest, 
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More  powerful.  More  fuel  efficient. 

A  new  V-8  brings  a  new  level  of  power  to  the 
Crown  Victoria.  Add  to  it  the  technology  of 
Overhead  Cam  design  and  Sequential  Elec- 
tronic Fuel  Injection,  and  you  have  an  engine 
that's  more  fuel  efficient.  (18  EPA  est.  city  MPG 
25  EPA  est.  hwy.  MPG.)  And  the  most  advanced 
engine  in  its  class. 

Better  road  manners. 

A  newly  designed  suspension  gives  Crown 
Victoria  a  better  feeling  of  control  and  a 
smooth,  comfortable,  more  confident  ride. 


Ford.  The  best-built  American  cars . . . 
ten  years  running. 

This  is  based  on  an  average  of  consumer- 
reported  problems  in  a  series  of  surveys  of  all 
Ford  and  competitive  '81-'90  models  designed 
and  built  in  North  America.  At  Ford,  "Quality 
is  ]ob  V.' 

New  Crown  Victoria 


Have  you  driven  a  Ford... lately? 
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PRODUCTION 

Change  from  lost  week:  0.4% 
Change  from  last  year:  -2.7  % 


185 


180 


1967=100  (four-week  moving  average) 


1  55 


Mar  9 
173.8 


LEADING 

Change  from  last  week:  0.1% 
Change  from  last  year:  -0.1% 
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The  production  index  increased  for  the  week  ended  Mar.  9.  On  a  seasonally 
adjusted  basis,  output  of  trucks  was  up  sharply.  Auto,  paperboard,  coal,  electric 
power,  lumber,  and  paper  production  decreased,  and  output  levels  for  steel,  crude-oil 
refining,  and  rail-freight  traffic  were  unchanged  from  the  previous  week.  Before 
calculation  of  the  four-week  moving  average,  the  index  declined  sharply  to  173.3, 
from  174.1  in  the  previous  week. 

BW  production  index  copyright  1991  by  McGraw-Hill  Inc. 


1990 
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!  090 


1990  1991 
The  leading  index  edged  up  slightly  for  the  week  ended  Mar.  9.  Stock  prices 
showed  an  impressive  gain,  and  the  growth  rate  for  M2  also  rose.  However,  bond 
yields  were  lower,  the  number  of  business  failures  increased  sharply,  and  the  growth 
rates  for  material  prices  and  real  estate  loans  both  declined  during  the  week.  Before 
calculation  of  the  four-week  moving  average,  the  index  fell  to  214.9,  from  215.9 
posted  m  the  week  before. 

Leading  index  copyright  1991  by  Center  tor  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


latest 
week 

Week    %  Change 
ago     year  ago 

STEEL  (3/16)  thous.  of  net  tons 

1,694 

1,670  c 

-14.1 

AUTOS  (3/16)  units 

104,459 

100.472,  c 

-23.0 

TRUCKS  (3/16)  units 

38,902 

65,50  lr  4? 

-53.3 

ELECTRIC  POWER  (3/16)  millions  of  kilowatt-hours 

53,846 

53,183# 

6.3 

CRUDE-OIL  REFINING  (3/16)  thous.  of  bbl./day 

12,927 

1 3,096  # 

-0.1 

COAL  (3/9)  thous.  of  net  tons 

20,21  1  s 

20,508 

0.3 

PAPERBOARD  13/9)  thous.  of  tons 

751  7  = 

797. 7r 

-0.1 

PAPER  (3/9)  thous.  of  tons 

7  '  i  0  -: 

7  86  0i 

3.1 

LUMBER  (3/9)  millions  of  ft. 

487. 4# 

488  .' 

-8.5 

RAIL  FREIGHT  (3/9)  billions  of  ton-miles 

9.5  z 

IV  6 

-0.5 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA1,  SFPA2,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (3/20) 

139 

136 

155 

GERMAN  MARK  (3/20) 

!  65 

1  58 

1  71 

BRITISH  POUND  (3/20) 

7  a 

1.86 

1.60 

FRENCH  FRANC  (3/20) 

5.61 

5.37 

5.75 

CANADIAN  DOLLAR  (3/20) 

]  16 

1.15 

1.18 

SWISS  FRANC  (3/20) 

1.42 

1.37 

1.51 

MEXICAN  PESO  (3/20)3 

2,967 

2,961 

2,766 

Latest 

Week 

%  Change 

week 

ago 

year  ago 

STOCK  PRICES  (3/15)  S&P  500 

372.93 

374.62 

10.2 

CORPORATE  BOND  YIELD,  Aaa  (3/15) 

8.91  % 

8.92% 

5  2 

INDUSTRIAL  MATERIALS  PRICES  (3/ 1 5) 

95.6 

95.5 

7  3 

BUSINESS  FAILURES  (3/8) 

4  a? 

259 

68.1 

REAL  ESTATE  LOANS  (3/6)  billions 

$401.2 

$400.8 

9,5 

MONEY  SUPPLY,  M2  (3/4)  billions 

$3,372  2 

$3  36V  Or 

3.2 

INITIAL  CLAIMS,  UNEMPLOYMENT  (3/2)  thous 

474 

508 

38.2 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980—  100),  Dun  & 
Bradstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  season- 
ally adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.  S.  dollar,  except  for 
British  pound  expressed  in  dollars. 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (3/20)  $/troy  oz. 

364  500 

366.000 

-7.0 

STEEL  SCRAP  (3/19)  #  1  heavy,  $/ton 

102.00 

102.00 

1.5 

FOODSTUFFS  (3/ 1 8)  mdex.  1 967  =  1 00 

21 1.4 

211.4 

-4.3 

COPPER  (3/16)  (r /lb. 

1 14.2 

1 16.3 

-10.9 

ALUMINUM  (3/16)  t  /lb. 

70.0 

70.5 

-2.8 

WHEAT  (3/16)  w  2  hard,  $/bu. 

2.95 

2.94 

-26.1 

COTTON  (3/16)  strict  low  middling  1-1/16  in.,  f/lb. 

78.69 

79.14 

15.3 

Sources:  London  Wed.  final  setting,  Chicago  mkt.,  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  mkt.,  Memphis  mkt. 


Latest 
month 

Month 
ago 

%  Change 
year  ago 

CONSUMER  PRICE  INDEX  (Feb.) 

134  8 

134.6 

5.3 

PRODUCER  PRICE  INDEX  (Feb.)  finished  good 

121.3 

122.0 

3.3 

INDUSTRIAL  PRODUCTION  (Feb.)  total  index 

105  7 

106.6r 

-2.6 

CAPACITY  UTILIZATION  (Feb.) 

79. 1  % 

7  V  9 

-5.0 

Sources:  BLS,  Federal  Reserve  Board 

MONETARY  INDICATORS 

latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (3/4) 

'$837  7 

$835  9, 

3.8 

BANKS'  BUSINESS  LOANS  (3/6) 

320  9 

320  8r 

2  6 

FREE  RESERVES  (3/6) 

820r 

1,61  lr 

22.2 

N0NFINANCIAL  COMMERCIAL  PAPER  (3/4) 

145.1 

143.3 

4.2 

Sources:  Federal  Reserve  Board  (in  billions,  exce 
o  two-week  period  in  millions). 

pt  for  free  reserves 

which  are  exp 

essed  for 

MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (3/19) 

6  16 

6.03% 

8.27% 

PRIME  (3/20) 

8  7 5  9 00  8 

.75-9.00 

10.00 

COMMERCIAL  PAPER  3-MONTH  (3/19) 

6.32 

6.37 

8.32 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/20) 

6.43 

6  4  2 

8.42 

EURODOLLAR  3-MONTH  (3/16) 

6  33 

6.71 

8.44 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment 
1     Western  Wood  Products  Assn.         2  —  Southern  Forest  Products  Assn.         3  =  Free  market  value         NA  =  Not  available         r  =  revised         NM  —  Not  meaningful 
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PUTTING  UNCLE  SAM'S 
PHONE  SNAGS  IN  PERSPECTIVE 

Rome  wasn't  built  in  a  day.  Neither 
should  one  expect  that  FTS2000,  the 
new  government  telecommunications 
system,  will  completely  replace  all  exist- 
ing government  long-distance  service 
overnight.  So  it  came  as  a  great  surprise 
to  read  in  "Snags,  snafus — and  a  whole 
lot  of  static"  (Information  Processing, 
Mar.  4)  that  the  government  "is  still 
waiting  for  the  advanced,  low-cost  phone 
system  it  set  out  to  buy."  The  old  FTS 
phone  system,  serving  1.1  million  federal 
subscribers,  was  completely  replaced  by 
FTS2000  on  June  25  of  last  year,  18 
months  ahead  of  the  schedule  required 
by  the  contract,  in  an  unprecedented  co- 
operative exercise  by  the  GSA,  AT&T, 
U.  S.  Sprint,  and  the  federal  agencies. 

The  annual  savings  being  realized 
from  this  transition  is  $178  million.  New 
orders  for  additional  services  are  pour- 
ing in — 14,000  to  date,  and  an  additional 
45,000  are  expected  during  fiscal  1991. 
The  100-plus  exceptions  granted  should 
be  placed  in  this  context. 

All  the  other  issues  raised  in  the  story 
are  being  aggressively  managed  by  the 
GSA.  By  the  end  of  1991,  full  interopera- 
bility of  electronic  mail  and  video  confer- 
encing between  the  vendors  should  be  in 
place.  Next  year — on  schedule — the  un- 
derlying technology  for  caller  identifica- 
tion will  be  fully  implemented.  FTS2000 
is  now — and  will  be  in  the  future — a 
modern  digital  telecommunications  sys- 
tem providing  the  federal  work  force 
high  quality  service  at  excellent  prices. 

Thomas  J.  Buckholtz 
Commissioner 
General  Services  Administration 
Washington 


WHERE  DOES  UNREGULATED 

CABLE  TV  GET  OFF?  

■  find  it  ironic  and  annoying  that,  while 

■  the  government  expends  vast  amounts 
of  time  and  energy  keeping  the  Baby 
Bells  in  line,  it  ignores  how  our  monopo- 
listic local  cable  TV  companies  take  un- 
fair advantage  of  subscribers  ("The 
Baby  Bells  misbehave,"  Top  of  the 
News,  Mar.  4).  Every  six  months,  we  are 


subjected  to  unannounced  rate  in 
creases.  Meanwhile,  transmission  is  of 
ten  poor,  and  outages  commonplace. 

I  hope  that  cable  TV,  just  like  electri 
and  telephone  companies,  will  soon  bi 
regulated  to  protect  us.  Yes,  I  can  ai 
ways  choose  to  cancel,  but  I  prefer  ty 
receive  a  regulated,  quality  product  at  I 
fair  price. 

Wayne  Osbomty. 
East  Orange,  N.  J 

OVERSEAS  DIALERS 
SHOULD  PICK  THEIR  CARRIER 


As  a  New  Yorker  now  living  in  Italy! 
I  am  continually  amazed  at  the  higl 
cost,  poor  quality,  absence  of  advanced 
calling  features,  and  lack  of  competitioi 
in  Italian  and  European  phone  opera 
tions.  I  strongly  applaud  efforts  beind 
made  by  the  FCC  to  force  down  the  higl 
charges  levied  by  foreign — usually  gov; 
ernment-owned — monopolies  on  calls  tij 
the  U.  S.  ("The  FCC  tries  to  reverse  somd 
overseas  charges,"  Information  Process! 
ing,  Feb.  18). 

One  surefire  way  the  FCC  could  prize 
open  the  global  telecom  market  woukft 
be  to  outlaw  U.  S.  phone  companies! 
practice — doubtless  forced  upon  them  bj 
foreign  monopolies — of  limiting  eligibil, 
ity  for  their  phone  cards  to  U.  S.  citizens 
(These  enable  U.  S.-bound  calls  to  bj 
made  at  much-lower  U.  S.  rates.) 

In  this  way,  international  callers  coulc] 
decide  which  phone  company  to  use:  tha 
of  the  originating  country,  the  receiving 
country,  or  even,  as  technology  devel 
ops,  some  third  country. 

David  W.  Vaughai" 
Geno;' 

GE  FINANCIAL  BRINGS 
SOME  GOOD  THINGS  TO  LIGHT 


In  your  haste  to  paint  a  sensationalise 
and  misleading  portrait  of  GE  Finan 
cial  Services  ("GE's  finance  arm  is  showj 
ing  some  bruises,"  Finance,  Mar.  181 
you  missed  out  on  a  very  good  story1 
one  of  the  few  real  success  stories  of  tht 
financial-service  industry  in  1990.  Whili' 
many  commercial  banks,  insurance  comf 
panies,  and  other  financial-service  comi 
panies  were  struggling  just  to  show  ;! 
profit  (or  remain  solvent),  GE  Financia 


88 


by  McGraw-Hil 


BUSINESS  WEEK 
APRIL  1,  1991  ***3206 
ISSN  0007-7135 

Published  weekly,  except  for  one  issue  in  J 
[nc  Founder  James  H  McGraw  Hsii0-194K) 

Executive.  Editorial,  Circulation,  and  Advertising  Offices:  McGraw 
Hill  Building,  1221  Avenue  of  the  Americas.  New  York,  NY  10020 
Telephone  (212)  512-2000  Domestic  Telex  12-79K0.  International  Tel 
ex.  232365.  Cable  McGraw-Hill  New  York.  TWX  710-.W1.4879 
U.S.  subscription  rale  $39.95  per  year,  2  years,  $89.95;  3  years.  $94.9! 
Single  copies,  $2  Write  for  rates  in  other  countries. 
Business  Week  Subscriber  Services  1-8OO-635-1200 


European  Circulation  renter.  McGraw  Hill  House.  Maidenhead,  Berk: 
England  Telephone  (06281  23431.  Telex  848640 

Postmaster  Please  send  address  changes  to  BUSINESS  WEEK.  F.C 

Box  430,  HightStOWn,  N  J  08520  Second-class  postage  paid  at  NV 
York.  N  Y  .  and  at  additional  mailing  offices  Postage  paid  at  Montrea1 
PQ  Registration  Number  9010  Registered  for  GST  as  McGraw-Hil 
Inc.  GST  =  R123075673  Copyright  •  1991  by  McGraw-Hill  Inc.  All  right 
reserved  Title  registered  in  US  Patent  Office 


Officers  of  McGraw-Hill,  Inc.:  Joseph  L.  Dionne,  Chairman,  Preside 
and  Chief  Executive  Officer,  Robert  S  Landes,  Executive  Vice  Pre 
dent.  General  Counsel,  and  Secretary  Harold  W  McGraw,  III,  Exec 
tive  Vice  President.  Frank  D  Penglase,  Senior  Vice  President.  Trc 
sury  Operations 

PHOTOCOPY  PERMISSION  Where  necessary,  permission  is  granted  by  the  copyright  owner  for  those  registered  with  the  Copyright  Clearan 
Center  (CCC),  27  Congress  St.,  Salem.  Mass  01970,  to  photocopy  any  article  herein  for  the  flat  fee  of  $1  50  per  copy  of  each  article.  Send  payme 
to  the  CCC  Copy  ing  for  other  than  personal  or  internal  reference  use  without  express  permission  of  McGraw-Hill  is  prohibited  Address  reques 
for  customized  hulk  reprints  to  Business  Week  Reprints.  P  O  Box  457.  HighLslown.  S  J  08520.  or  call  609  426-5494  ISSN  0007-7 135/91  /$2. 


6  BUSINESS  WEEK/APRIL  1,  1991 


^Some  coupons 
save  you  . . . 


This  one 
could  save 
your  career. 


m 


Available  at  your  local  bookseller. 
Or  call  toll-free  1-800-262-4729  now. 

McGraw-Hill  Business 


23SP056 


76  MIPS. 

World-class 
applications. 

$20K. 

(If  you're  thinking 
Sun,think  again) 


BUSINESS  WEEK/APRIL  1,  1991  7 


Now  Available...  The  Complete  Conference  Proceedings 


The  Environment 


CORPORATE  STEWARDSHIP  &  BUSINESS  OPPORTUNITY 
IN  THE  DECADE  OF  GEOBAE  AWAKENING 

On  December  5-6,  BusinessWeek  challenged  a  unique  gathering  of 
over  200  business  and  government  leaders  to  chart  a  new  course 
for  industry.  The  consensus:  nothing  will  influence  profits  in  the  '90s 
more  than  the  environmental  dilemmas  ahead.  Now  you  can  learn  how 
top  policy  experts  say  these  critical  factors  will  affect  your  business: 


•  The  greening  of  the  corporation 

•  Legislative  policy  directions 

•  Pollution  taxes 

•  International  trade  implications 

•  Sustainable  growth:  theory  and  practice 

•  Environment-related  business  opportunities 


The  complete  Conference  transcript,  including  all  30  papers  and 
panel  discussions,  is  only  $65.00.  To  order  by  Visa,  Mastercard  or 
American  Express,  call  toll  free  (800)  777-6164,  or  send  a  check  to: 
Environment  Transcript,  267  Broadway,  New  York,  NY  10007. 

This  transcript  was  produced  by  Journal  Graphics,  Inc.,  your 
primary  source  for  television  news  and  public  affairs  research. 

Journal  Graphics  transcribes  daily  broadcasts  on  the  environment 
and  hundreds  of  other  topics.  Ask  for  a  free  index  of  more  than  300 
Journal  Graphics  transcripts,  videos  and  books  on  important  environ- 
mental issues. 

Journal  Graphics 

Television  good  enough  to  read. 

Also  ask  about  Topic  Alert™  and  Satellite  Delivery™ 
personalized  subscription  services.  Call  (800)  777-6164. 


ad."  Revised  newspaper  listing's,  which 
nv  provide  special  symbols  for  12b-l 
:n< Is  and  rear-end  charges,  have  also 
;lped  investors  know  more  about  these 
■oducts  since  1988.  Furthermore,  claims 
at  12b-l  fees  are  too  high  would  be 
Idressed  by  a  new  NASD  proposal  to 
nit  fees,  which  is  now  under  consider- 
ion  by  the  SEC. 

Since  many  investors  who  choose  to 
irehase  mutual  fund  shares  through  a 
•oker  or  other  investment  professional 
>t  to  pay  the  sales  commission  over 
Tie  in  lieu  of  an  up-front  load,  we  find 
hard  to  believe  you  would  advocate 
biting  consumer  choice  by  banning  this 
ipread-load"  alternative.  This  would 
irce  investors  to  pay  the  whole  commis- 
si! up  front,  as  was  the  case  before  the 
:C  adopted  rule  12b-l  in  1980.  Such  an 
>proach  seems  completely  out  of  step 
ith  your  general  philosophy  of  wider, 
Iher  than  narrower,  economic  choices 
w  individuals.  Would  it  not  be  more 
•oductive  to  Uu<e  a  positive  approach 
id  urge  the  sec  to  adopt  the  N'ASD  pro- 
pals  on  limiting  12b-l  fees? 

Matthew  P.  Fink 
General  Counsel 
Investment  Company  Institute 
Washington 

l&A  DEBACLES:  THE  FAILURE 

i  IN  THE  STRATEGY  

four  article  "Should  you  sue  your 
investment  banker  for  lousy  ad- 
ce?"  (Finance,  Feb.  18)  assesses  the 
•oblem  properly  but  should  be  taken 
le  step  further.  The  major  flaw  of  the 
enetic  mergers-and-acquisitions  move- 
ent  of  the  1980s  was  quite  simple:  Ac- 
tiring  management  and  boards  did  not 
nderstand  what  they  were  buying, 
'ounting  evidence  shows  that  M&AS  fail 
airily  because  of  inadequate  competi- 
|e  analysis  and  grossly  rationalized 
;rategies,  not  because  of  improper  fi- 
incial  analysis. 

Bankers'  "opinions"  are  mainly  finan- 
al  analyses.  Financial  analysis  does  not 
•eate  or  validate  strategy.  It  only  tests 
nancial  scenarios.  Any  bright  MBA  stu- 
;nt  can  crank  numbers  into  a  discount- 
i-cash-flow  (DCF)  analysis.  It's  the  old 
iunk  in,  junk  out"  problem.  If  the  as- 
tmptions  being  fed  in  are  fallacious  or 
i  some  cases  unknown,  the  analysis  is 
idle  and  actually  enhances  the  chance 
f  failure.  Then  to  go  and  leverage  that 
Ulacy  with  high  debt  is  surely  the  cap- 
:one  to  the  total  folly.  The  Japanese 
sually  ignore  DCF  analyses.  They  seem 
)  be  more  concerned  with  "mundane" 
trategic  issues. 

Until  managements  and  boards  under- 
land  that  M&As  should  be  strategically 
riven  and  analyzed  from  a  competitive- 


Carnegie  Hall  Salutes 
Its  Corporate  Donors 

When  Andrew  Carnegie  built  the  "Music  Hall  on 
57th  Street"  one  hundred  years  ago,  he  under- 
stood the  importance  of  a  great  hall  not  only  to 
the  cultural  life  of  a  great  city  and  nation,  but  to 
its  economic  growth,  as  well.  We  sincerely  thank 
the  local,  national,  and  international  corpora- 
tions whose  generosity  to  Carnegie  Hall  reflects 
their  commitment  to  this  principle,  and  to  the 
excellence  Carnegie  Hall  represents. 

To  contribute  to  the  Carnegie  Hall  Corporate 
Fund,  or  for  further  information  and  a  complete 
description  of  donor  benefits,  please  contact 
Susan  Shine,  Director,  Corporate  Fund,  Carnegie 
Hall,  881  Seventh  Avenue,  New  York,  New  York 
10019  (212)  903-9650. 
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President 


James  D.  Wolfensohn 
Chairman  of  the  Board 
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William  T.  Knowles 

Chairman  and  CEO 

National  Westminster  Bancorp  Inc. 

Arthur  Levitt,  Jr. 
Chairman 

Levitt  Media  Company 

Minoru  Makihara 
Chairman 

Mitsubishi  International  Corp. 

Felix  Rohatyn 
Partner 

Lazard  Freres  and  Co. 
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57  MIPS. 
Under  $12K 


(If  you  guess  Sun, 
you  guess  wrong) 
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BUSINESS  WEEK  PRESENTS 


THE  FUTURE  OF  WORLD 
TELECOMMUNICATIONS 

Corporate  Strategy  and  Public  Policy  Toward 
Global  Interconnectivity 

in  association  with  The  International  Institute  of  Communications 

May  7th-8th,  1991 
McGraw-Hill  World  Headquarters,  Rockefeller  Center,  New  York  City 


The  premier  telecommunications  eve 
offers  unmatched  opportunities  for  personal  inte 
action  with  the  world's  telecommunications  elite. 

Ministers  and  Directors-General  of  Telecommun 
ications  from  more  than  20  nations  will  join  eminent 
international  policymakers  to  lead  the  symposium. 
Among  them: 

Alfred  Sikes,  Chairman,  U.S.  Federal  Communica 
tions  Commission 
H.E.  Dr.  Christian  Schwarz-Schilling,  Minister  of 
Telecommunications,  Federal  Republic  of  Germany 
Hon.  Mitsuo  Igarashi,  Deputy  Minister  for  Policy 
Coordination,  Japan 

Ambassador  Bradley  P.  Holmes,  U.S.  Assistant 
Secretary  of  State  for  Communications  and  I 
tion  Policy 


By  Calling: 


Business  Week  Executive  Programs 


(800)  445-9786  or  (212)  512-2184 


Fax:  (212)  512-6909 


Presented  with  the  support  of: 


Andersen  Consulting 


Digital  Equipment  Corporation  (DEC) 


France  Telecom 


NCR  Corporation 


What  are  we  going  to  do  with  your 
extra  robots,  Fen  ton? 


CALL        IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

V'i.  -  Will  take  your  donated  material  and  use  it  to  generate 
scholarships  for  needy,  deserving  students.  Donations  could  mean 
an  above  cost  tax  deduction  -  IRS  Reg.l70(e)(3).  Scholarships  are 
given  in  the  donating  corporation's  name. 


Peter  Rt>\kam 
Executive  Director 


P  O  BOX  3021  •  GLEN  ELLYN.  ILLINOIS  60138 


76  MIPS. 
1.1  million 

vectors. 

$20K 

(Because  we  can. 
AndSuncarft) 
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IT  GOES  10  ZERO 
MILES  PER  HOUR 
FASTER  THAN  ANY 
SEDAN  ON  EARTH. 

Many  people  believe  a  car's 
performance  is  something  best 


measured  in  miles  per  hour  But 
as  usual,  the  engineers  of  BMW 
have  a  different  point  of  view. 

Though  the  535i  sedan  is 
quite  capable  of  achieving  rapid 
acceleration,  it  is  equally  capable 
of  reaching  a  rapid  standstill.  It's 
equipped  with  an  advanced  anti- 


lock  braking  system  that  merge 
BMW's  ABS  technology  with  a 
larger  brake  surface,  giving  the 
driver  even  greater  control.  And 
a  welcome  sense  of  confidence 
In  fact,  Road  &  Track  found 
that,  at  a  speed  of  80  mph,  the 
BMW  535i  could  stop  a  full  10 


)  40  feet  shorter  than  any  other 
3dan  tested.  A  distance  which 
an  easily  be  the  difference  be- 
veen  an  unfortunate  accident 
rid  no  accident  at  all. 

And  the  535i,  like  all  BMWs, 
Dmes  equipped  with  a  driver's- 
de  airbag  for  added  security 


But  safe  a  car  as  the  535 i  is 
to  drive,  it  also  happens  to  be  a 
remarkably  safe  car  to  own. 

It's  covered  by  a  four-year/ 
50,000-mile,  bumper-to-bumper 
limited  warranty  *and  a  Roadside 
Assistance  program" you  can  call 
upon  any  hour,  any  day  on  every 


road  and  highway  in  the  U.S.A. 

Call  800-334-4BMW  for  more 
information  on  the  535i  sedan.  Or 
apply  your  brakes  at  your  nearest 
BMW  dealer,  and  find  out 
just  how  well  it  performs 
at  every  speed.  Even  zero. 
THE  ULTIMATE  DRIVING  MACHINE. 

r  details  contact  your  authorized  BMW  dealer*  "Services  provided  by  Cross  Country  Motor  Club.  Inc  .Boston,  MA  02155  except  in  California,  where  services  are  provided  by  Cross  Country  Motor  Club  of  California,  Inc  Boston,  MA 
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CHINA'S  FATE:  A  PEOPLE'S  TURBULENT  STRUGGLE  WITH  REFORM  AND  REPRESSION  1980-1990 

By  Edward  A.  Gargan 
Doubleday  •  340pp  •  $22.95 

TIANANMEN  SQUARE: 
HE  SAW  IT  COMING 


The  photo  on  the  back  of  the  book 
tells  a  lot:  Author  Edward  A.  Gar- 
gan, smug-faced,  arm  akimbo, 
sporting  a  Yankees  cap  and  dark  glass- 
es, stands  cockily  in  front  of  a  tank  in 
Beijing  the  day  after  the  Tiananmen 
Square  massacre.  You  can  almost  hear 
him  say,  "I  told  you  so." 

As  Beijing  bureau  chief  for  The  New 
York  Times  from  1986  to  1988,  Gargan 
emphasized  the  negative.  He  prided  him- 
self on  his  cynicism  as  he  searched  for 
the  underside  of  Deng  Xiaoping's  re- 
forms. Rather  than  exult  in  Chinese  soci- 
ety's increasing  tolerance 
of  dissent,  Gargan  saw  its 
decades-old  oppressive- 
ness. He  tried  hard  to 
find  the  story  everyone 
else  was  missing. 

Unfortunately,  he  suc- 
ceeded. In  China 's  Fate, 
Gargan  describes  the  de- 
pressing scenes  he  wit- 
nessed during  his  stay: 
young  prostitutes  in  Fuz- 
hou,  slums  in  Shanghai, 
the  army  crackdown  on 
independence-minded  Ti- 
betans, disillusioned 
young  poets,  manage- 
ment-school graduates 
whose  skills  were  wasted. 
To  him,  it  added  up  to  "a 
China  not  exhilarated  by 
change  but  instead  wracked  by  .  . .  un- 
certainties and  conflicts." 

Gargan  presses  home  a  discouraging, 
but  now  popular,  theme.  In  their  enthu- 
siasm for  China's  opening  and  economic 
reform,  he  says,  most  Americans  missed 
or  underestimated  the  symptoms  of 
mounting  crisis.  Instead  of  bringing  pro- 
gress, as  much  of  the  world  believed, 
Deng's  reforms  unleashed  economic  and 
political  forces  that  "inevitably"  collided 
in  Tiananmen  Square. 

When  these  conflicts  began  to  cre- 
scendo in  May,  1989,  Gargan  was  in 
New  York,  already  at  work  on  this  book. 
He  jumped  on  a  plane  to  Beijing.  But 
unlike  those  who  were  excited  by  the 
huge  demonstrations,  Gargan  sensed 
"looming  disaster."  He  felt  a  "pessi- 
mism born  of  my  belief  that  China's 
Communist  Party  is  fundamentally  inca- 
pable of  change"  as  long  as  it  is  domi- 
nated by  revolutionary  veterans. 


To  his  credit,  Gargan  mutes  his  "I  told 
you  so."  He  admits  he  was  surprised  by 
the  brutality.  "While  many  of  us  felt 
Deng  Xiaoping  was  capable  of  great 
repression  ...  no  one,  not  the  journalists 
in  Beijing,  and  certainly  not  I,  and,  more 
important,  none  of  the  hundreds  of  Chi- 
nese I  had  spoken  to  in  those  weeks, 
believed  he  would  slaughter  his  people 
on  the  streets  of  the  capital." 

Gargan  aims  his  harshest  salvos  at 
the  officials  of  the  U.  S.  embassy  in  Bei- 
jing under  Winston  Lord.  He  says  they 
were  unwilling  to  contemplate  the  possi- 


argan  thinks  it 


was  inevitable — 
and  he  believes 
China  is  in  for  more 
chaos  and  violence 


aim 

FATE 

A  PtOPtrs 
mmm  struggle  win 

mm  MB  DEPRESSION 
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bility  that  the  reform  program  might  be 
truncated  or  reversed.  "Their  uncritical 
acceptance  of  the  Chinese  leadership's 
declaration  that  all  was  well"  prevented 
a  realistic  appraisal,  Gargan  writes. 

This  blindness  was  part  of  a  U.  S.  poli- 
cy Gargan  sees  as  seriously  flawed.  En- 
slaved by  the  notion  that  friendship  with 
China  was  necessary  to  combat  the  Sovi- 
et threat,  Washington  overlooked  seri- 
ous human-rights  abuses.  "Unsullied  op- 
timism" led  the  U.  S.  to  misread  signs  of 
impending  political  upheaval  and  tacitly 
tolerate  "abhorrent  behavior." 

Generally  well-written  despite  an  awk- 
ward beginning,  China's  Fate  nonethe- 
less leaves  us  hungry  for  more  analysis 
and  tells  us  nothing  of  where  China  is 
going.  After  his  perceptive  attack  on 
American  naivete,  Gargan  stumbles.  He 
describes  the  growing  irrelevance  of  Chi- 
na's Communist  Party  during  the  1980s 
and  documents  the  intellectual  ferment 


over  why  China  is  so  backward.  He  de-J 
votes  a  chapter  to  his  pet  peeve — the! 
destruction  of  traditional  culture — and] 
even  complains  that  he  couldn't  find' 
good  Chinese  food  in  Beijing. 
•  Then,  he  takes  us  along  on  several 
trips  around  China,  providing  a  sort  of 
travelog  or  journalist's  notebook  rather 
than  building  toward  his  theme.  The 
book  regains  momentum  with  his  heart- 
felt anger  at  the  cultural  devastation 
and  violent  repression  of  Tibet  and 
peaks  with  his  intense,  you-are-there  ac- 
count of  the  army's  assault  on  unarmed 
civilians  in  Beijing  in  June,  1989. 

But  Gargan's  repeated  use  of  "inevita- 
bly" and  "inexorably"  does  little  to  ex- 
plain the  underlying  tensions  that  erupt- 
ed that  year.  And  he  fails  to  prove  that 
the  downfall  of  reformist  party  chief 
Zhao  Ziyang  and  the  Tiananmen  massa- 
cre were  inevitable.  The  events  of  that 
spring  resulted  from  a  remarkable  coin- 
cidence of  events.  At  many  points,  I  be- 
lieve, decisions  could  have 
been  made  by  the  protest- 
ers or  the  leaders  to  avoid 
bloodshed.  Clearly,  Zhao 
had  a  strong  power  base 
or  it  wouldn't  have  taken 
the  old  guard  so  long  to 
oust  him. 

The  1980s  were  a  phe- 
nomenal decade  for  Chi- 
na. Its  closed  society 
opened  remarkably,  and 
its  centrally  planned  econ- 
omy adopted  many  mar- 
ket measures.  Rigid 
Marxism  was  discarded, 
at  least  for  a  time,  and 
living  standards  improved 
fantastically.  Gargan 
doesn't  deny  the  improve- 
ments: He  describes  them 
in  his  chapter  on  life  in  a  rural  village. 
But  instead  of  progress  and  reform,  he 
speaks  of  "change"  and  "turmoil." 

Gargan's  pessimism,  seemingly  justi- 
fied by  the  Tiananmen  crackdown, 
leaves  him  only  one  conclusion  about 
China's  future:  that  it  will  be  full  of 
violence  and  chaos.  He  ends  by  quoting 
a  student  whispering:  "In  Chinese  histo- 
ry, there  has  always  been  blood." 

I,  and  many  others,  think  he's  too 
grim.  Despite  the  setbacks  of  1989,  the 
current  climate  of  repression  cannot 
long  outlast  Deng  and  his  aged  col- 
leagues. The  people  of  China  have  seen 
too  much,  learned  too  much,  and  gained 
too  much  control  over  their  livelihoods  to 
be  stifled  forever.  It's  hard  to  believe 
that  the  "hundreds  of  Chinese"  Gargan 
interviewed  didn't  convince  him  of  that. 

BY  DORI  JONES  YANG 
As  Hong  Kong  bureau  manager,  Yang  cov- 
ered the  events  at  Tiananmen  Square. 
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"She  looks  even  better  when  she's 
walking  toward  you. 

And  she  drinks  Johnnie  Walker  Red!' 


3  Sch.pllelm  A  Sorrier."*!  Co  New  York.  NY.  B!end«i  Scolch  Whisky  43.*>.t,  Aie/Voi(86.8°) 


conomic  Viewpoint 


REMEMBER  WHEN  THE  MARKETS 
MADE  SEHSE? 


BY  ALAN  S.  BLINDER 


Friends  assured  me 
that  sound  reasoning 
lay  behind  each 
oil-price  fluctuation 
during  the  war.  More 
likely,  speculative 
markets  have  lost 
touch  with  economic 
fundamentals 


ALAN  S.  BLINDER  IS  THE  GORDON  S. 
RENTSCHLER  MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON 
AND  THE  AUTHOR  OF  HARD  HEADS, 
SOFT  HEARTS 


E 


conomists  are  supposed  to  believe  in  mar- 
kets. I  do.  Those  who  question  the  prices 
I  determined  in  markets  risk  expulsion 
from  the  clan.  Nonetheless,  here  is  my  confes- 
sion: The  older  I  get,  the  less  respect  I  have 
for  the  signals  emitted  by  our  vaunted  specu- 
lative markets.  Sometimes,  they  are  downright 
ludicrous. 

Please  note  that  this  does  not  mean  that  the 
markets  are  unimportant.  Some  of  them,  in 
fact,  have  profound  effects  on  the  economy. 
Nor  does  it  necessarily  mean  that  the  govern- 
ment should  regulate  the  markets  more  tight- 
ly. Nor,  most  especially,  does  it  mean  that  I 
have  figured  out  how  to  "beat"  the  markets. 
On  the  contrary,  I  find  them  more  enigmatic 
every  year. 

What  I  do  mean  is  that  speculative  markets 
seem  increasingly  to  have  lost  touch  with  eco- 
nomic fundamentals  and  developed  a  life  of 
their  own,  quite  independent  of  any  other  real- 
ity. Understanding  economics  is  of  little  appar- 
ent use  in  deciphering  these  markets — and 
may  even  be  a  hindrance. 

For  example:  Crude  oil  has  become  a  specu- 
lative commodity  in  recent  decades.  The  fu- 
tures market,  which  prices  oil  minute  by  min- 
ute, is  active,  global,  and  often  tumultuous. 
Fundamentals  of  supply  and  demand  tell  us 
that  the  invasion  of  Kuwait  in  August,  1990, 
should  have  driven  up  crude  prices,  and  so  it 
did.  But  in  the  months  following  the  invasion, 
oil  prices  soared  to  levels  that  strained  (or,  in 
my  case,  broke)  credulity — as  high  as  $40  a 
barrel.  What  conceivable  scenario  could  have 
justified  such  a  price? 

euphoria.  Believers  in  the  wisdom  of  markets 
had  a  ready  answer:  The  market  was  worried 
that  a  major  shooting  war  might  engulf  the 
Saudi  oil  fields  in  flames  or  otherwise  disrupt 
Middle  East  oil  shipments.  I  was  willing  to 
accept  the  market's  estimate  of  the  likelihood 
of  war  over  my  own.  After  all,  what  do  I  know 
about  warfare  and  geopolitics?  But  how  likely 
was  it  that  the  Iraqi  war  machine — that  oxy- 
moron of  1991 — could  close  down  oil  fields  pro- 
tected by  the  armed  might  of  the  U.  S.?  That 
event  had  to  be  pretty  likely  to  rationalize  the 
observed  $40  price.  For  example,  suppose  the 
market  believed  that  oil  would  cost  $25  per 
barrel  if  the  guns  stayed  silent,  but  $60  per 
barrel  if  a  major  shooting  war  erupted.  Then, 
to  account  for  a  market  price  of  $40,  "the 
market"  had  to  believe  that  the  probability  of 
a  war  large  enough  to  impede  the  flow  of  oil 
seriously  was  43%!  Could  anyone  ever  have 
believed  that? 

Well,  suppose  the  market  did.  Then  how  do 
you  explain  the  financial  euphoria  that  greeted 
the  outbreak  of  hostilities  on  Jan.  16?  If  oil  at 


$40  a  barrel  was  based  on  fears  of  a  shooting 
war,  the  stock  market  should  have  tumbled  as 
the  price  of  oil  soared  when  war  broke  out, 
Foolishly  sticking  to  fundamentals,  that  is  pre- 
cisely what  I  expected.  Instead,  stocks  rocket- 
ed as  soon  as  the  market  opened  on  Jan.  17 
and  the  price  of  oil  tumbled  from  $32  to  $21.45 
in  one  day. 

crazy  reaction.  Friends  who  watch  markets 
closely  assured  me  that  traders  acquired  infor 
mation  in  the  opening  hours  of  the  war  tha 
made  them  more  optimistic.  What  information 
I  asked?  I  had  been  glued  to  Cable  New 
Network,  too,  and  it  appeared  that  the  onl 
thing  we  had  learned  was  that  the  drea 
shooting  war  had  become  a  reality. 

Their  answer?  The  market  had  learned  tha 
America  would  control  the  air — a  reply  tha 
reminded  me  of  the  old  song,  Is  That  Al 
There  Is?  Did  anyone  ever  imagine  that  th 
allies  would  not  control  the  air?  In  those  open 
ing  hours  of  war,  we  learned  nothing  abou 
the  fighting  ability,  or  lack  thereof,  of  Iraq's 
ground  forces,  and  hence  next  to  nothing 
about  whether  oil  supplies  might  be  interrupt- 
ed. Yet  the  market  reacted  as  if  the  threat  of  a 
serious  disruption  had  suddenly  been  lifted. 
Crazy.  It  reminded  me  of  the  legendary  head- 
line about  the  foreign-exchange  market:  "Dol- 
lar soars  on  no  news." 

Finally,  on  Feb.  23,  the  markets  got  some 
real  news  to  digest:  A  large-scale  land  war  had 
erupted.  Expert  opinion  had  previously  been 
divided  on  whether  there  would  be  a  land  war 
and,  if  so,  how  tough  the  fight  would  be.  With 
in  minutes,  the  first  question  was  answered;] 
within  a  day  or  two,  the  second  was,  too.  Ye 
the  markets'  reaction  was  surprisingly  muted 
Neither  the  stock  market  nor  the  oil  marke 
celebrated  the  victory. 

Had  the  markets,  in  their  wisdom,  anticipat- 
ed such  an  easy  outcome?  If  so,  I  am  deeply 
impressed.  The  more  likely  explanation,  how 
ever,  is  that  oil-market  fundamentals  have  had: 
precious  little  influence  on  the  prices  of  either! 
oil  or  stocks  from  Aug.  2  until  today. 

My  final  example  comes  from  the  bond  mar- 
ket. A  few  weeks  ago,  a  weak  employment 
report  induced  the  Federal  Reserve  Board  to] 
push  short-term  interest  rates  down  another 
notch — apparently  because  that  worsened  its 
view  of  the  economic  outlook.  Deeper  reces 
sions  spell  more  disinflation;  lower  inflation  is! 
good  for  bonds.  These,  I  know,  are  fundamen 
tals.  Yet  the  bond  market  fell  on  the  news.| 
Why?  According  to  the  media,  the  market  was 
worried  that  the  Fed  had  eased  too  much 
which  would  be  inflationary! 

Either  the  media  or  the  market  should  have 
its  head  examined.  Probably  both. 
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...you've  just  gotta  listen. 

Not  all  public  phones  automatically  connect  you  with  AT&T.  And  some 
operator  service  companies  you've  never  even  heard  of  can  charge  you  two 
to  three  times  the  AT&T  price.  How  do  you  make  sure  you  get  AT&T?  When  you 
make  a  long  distance  call,  listen  carefully  If  you  don't  hear  "AT&T"  after  the  bong, 
hang  up  and  dial  10  +  ATT  +  O,  then  the  area  code  and  number.  You'll  get  the 
quality  AT&T  service  you  want  and  prices  you  expect. 

Dial  10+ATT+O 

plus  the  area  code  and  number. 


AIST.  How  can  we  help  vou?"M 
1 800  661-0661,  Ext.  5313 


Based  on  a  comparison  of  hilled  charges  and  surcharges 
of  alternate  operator  service  companies 


AT&T 

The  right  choice. 


Li 


conomic  Trends 


BY  GENE  KORETZ 


MEDICAL  COSTS 

ARE  IN  ORBIT,  RIGHT? 

WELL,  MAYBE 


If  inflation  is  losing  steam,  it's  not  yet 
■  apparent  in  the  cost  of  health  care 
services.  In  the  12  months  ending  in  Feb- 
ruary, the  cost  of  medical  care  services, 
as  reflected  in  the  consumer  price  index, 
was  up  a  hefty  9.97 .  At  last  count,  how- 
ever, another  yardstick  of  health  care 
inflation — the  personal-consumption-ex- 
penditures iPCE)  deflator  for  medical  ser- 
vices— was  up  only  5.994  over  its  year- 
earlier  level. 


JUST  HOW  BAD  IS 
MEDICAL  INFLATION? 


JAN.  '87 

A  PERCENT  CHANGE  OVER  1 2  MONTHS 

DATA:  LABOR  DEPT.,  COMMERCE  DEPT. 
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That  sharp  divergence  has  led  econo- 
mist Edward  E.  Yardeni  of  Prudential 
Securities  Inc.  to  speculate  that  the  (  PI 
is  overstating  the  problem.  But  others 
respond  that  while  the  pce  deflator  may 
he  a  more  accurate  measure  of  economy- 
wide  medical  inflation,  the  CPI  may  be 
telling  a  truer  story  about  the  health 
costs  experienced  directly  by  consumers 
and  employers  who  rely  on  their  own 
resources  to  pay  medical  bills. 

Yardeni  points  out  that  the  CPl's 
health  care  component  is  based  on  a 
fixed  basket  of  medical  goods  and  ser- 
vices. The  deflator,  on  the  other  hand, 
measures  the  prices  of  such  goods  and 
services  that  are  actually  consumed — 
meaning  that  its  weights  change  as  con- 
sumption patterns  change.  If  rising  hos- 
pital costs  induce  patients  to  opt  for  less- 
expensive  ambulatory  care,  for  example, 
that  shift  will  be  reflected  in  the  defla- 
tor. "Because  the  CPI  doesn't  reflect  the 
steps  people  take  to  avoid  rising  medical 
costs,"  says  Yardeni,  "it  tends  to  paint 
too  dark  a  picture." 

Another  difference  is  that  the  CPl's 
price  index  for  hospital  costs  is  based  on 


a  survey  of  the  prices  posted  by  hospi- 
tals, while  the  PCE  deflator  for  hospital 
services  is  mainly  derived  by  measuring 
rises  in  input  prices,  such  as  wage  costs. 
Both  approaches  have  problems:  The  CPI 
is  likely  to  miss  quality  changes  in  hospi- 
tal services,  and  the  deflator  neglects 
gains  in  labor  productivity. 

The  most  significant  difference,  how- 
ever, may  be  that  personal-consumption 
expenditures  include  government  spend- 
ing for  health  care  under  such  programs 
as  medicare  and  medicaid,  as  well  as 
private  spending.  Thus,  the  PCE  deflator 
for  medical  services  will  tend  to  be  held 
down  by  the  stringent  medical  cost-limit- 
ing measures  adopted  by  federal  and 
state  governments  in  recent  years. 

The  CPI  for  medical  services,  however, 
mainly  reflects  prices  paid  by  the  private 
sector — by  consumers  and  employers. 
And  many  observers  believe  that  gov- 
ernment limits  on  medical  outlays  have 
inspired  considerable  cost-shifting  to  the 
private  sector,  causing  prices  there  to 
rise  even  faster.  If  that's  the  case,  says 
a  Commerce  Dept.  official,  "it's  not  sur- 
prising that  the  CPl's  picture  of  medical 
care  inflation  is  more  alarming." 


WORKER  INVOLVEMENT: 

IT  SOUNDS  LIKE 

A  GOOD  IDEA,  BUT  . . . 


Taking  a  cue  from  Japanese  and  Ger- 
man models,  U.  S.  economists  have 
long  argued  that  a  key  to  achieving 
greater  productivity  is  to  foster  greater 
employee  involvement  in  workplace  deci- 
sions. But  a  recent  study  by  economist 
Maryellen  Kelley  of  Carnegie  Mellon 
University  suggests  that  achieving  such 
efficiency  gains  is  no  easy  task. 

Kelley  surveyed  some  1,000  U.  S. 
metalworking  plants.  About  707  of  the 
plants  had  set  up  employee  problem- 
solving  committees.  Although  both  man- 
agement and  labor  praised  the  pro- 
grams, she  reports,  worker  productivity 
data  revealed  a  surprising  result:  Plants 
with  worker-participation  committees 
proved  to  be  257  to  457  less  efficient 
than  those  without  such  programs. 

Kelley's  analysis  indicates  that  em- 
ployee involvement  actually  had  a  nega- 
tive effect  on  productivity,  while  union- 
ization had  a  clear  positive  effect.  The 
least  efficient  plants  were  those  that  had 
worker-participation  programs  but  were 
nonunionized,  and  the  highest  productivi- 
ty occurred  in  plants  with  unions  but  no 
worker-involvement  committees. 

What  explains  this  result?  Since  the 
metalworking  industry  underwent  a 
shakeout  in  the  early  1980s,  Kelley  theo- 
rizes that  the  unionized  plants  that  sur- 


vived were  the  most  adaptable  and  open 
to  change.  She  also  notes  that  unions 
are  already  structured  to  perform  many 
of  the  functions  that  problem-solving 
committees  are  supposed  to  address. 
Worker-involvement  programs  in  non- 
union plants  "may  face  difficulties  be- 
cause employees  know  all  the  power  still 
resides  with  management." 

That  could  change,  however.  Since 
many  of  the  programs  were  relatively 
new,  Kelley  says,  "it  may  simply  take 
more  time  for  employee  involvement  to 
pay  off  in  higher  productivity." 


THIS  YEAR'S  TAX  BITE 

IS  GNAWING  A  HOLE 

IN  CONSUMERS'  WALLETS 


Don't  count  on  the  "peace  dividend" 
of  lower  oil  prices  to  stimulate  con- 
sumption, advises  economist  Richard  B. 
Berner  of  Salomon  Brothers  Inc.  It's  be- 
ing largely  offset  by  tax  bites  that  are 
already  eating  into  consumer  incomes. 
While  tax  cuts  have  boosted  take-home 
pay  in  prior  recessions,  Berner  calcu- 
lates that  tax  hikes  of  close  to  $34  billion 
will  trim  disposable  income  by  nearly  1% 
this  year. 

Berner's  tally:  Some  $5.5  billion  and 
$2.2  billion,  respectively,  will  be  added  to 
federal  and  state  income-tax  takes,  plus 
$1.5  billion  at  local  levels.  An  additional 
$5.8  billion  in  stepped-up  federal  medi- 
care contributions  will  hit  later  this  year. 
And  excise-tax  increases  at  all  levels  of 
governments  (including  the  federal  gaso- 
line tax)  will  siphon  about  $18.5  billion 
from  consumers'  pockets  into  govern- 
ment coffers.  "With  28  states  experienc- 
ing fiscal  problems,"  adds  Berner, 
"we're  likely  to  see  more  state  tax  hikes 
later  this  year." 


U.S.  BANKS  OVERSEAS 
EASE  THE  CREDIT 
CRUNCH  AT  HOME 


Observers  have  noted  that  the  weak- 
ness in  U.  S.  bank  lending  to  busi- 
ness customers  has  been  partly  offset 
by  increased  lending  by  U.  S.  branches 
of  foreign  banks.  Now,  economist  Gary 
Schlossberg  of  Wells  Fargo  Bank  points 
out  that  something  else  is  taking  up  the 
slack:  loans  to  American  business  bor- 
rowers by  U.  S.  bank  branches  overseas. 
Such  lending  was  up  357  over  its  year- 
earlier  level  in  early  March  and  has 
offset  nearly  all  of  the  decline  in  busi- 
ness loans  by  U.  S.  banks'  domestic  of- 
fices since  they  peaked  in  early  May  of 
last  year.  H 
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To  Succeed  In  Business, 
You've  Got  To  Show  The  Competition 
Exactly  What  You're  Made  Of. 


Perforated  vamp 
linrngforbreathabttity.         Asoft, pliable 
leather  binding. 


Inverted  stitching 
vr  a  smooth  seam. 


Moisture 
absorbent  cotton 
doubter. 


Calfskin 
leather  upper. 


Every  shoe  company  claims 
they  make  quality  shoes. 
But,  when  asked  to  support  their 
claims,  they  offer  only 
flowery 


prose, 

or  romantic  depictions  of 
old-world  craftsmanship. 
At  Allen-Edmonds, 
quality  is  an  easily  defensible 
position.  We  prefer  explaining 
exactly  how  our  shoes  are  made. 

And,  in  turn,  prove  to  our 
customers  that  Allen-Edmonds  are 
the  world's  finest  shoes,  made  right 
here,  in  America.  Our  suppliers 
say  no  one  is  as 

Allen 

.Edmonds 


Complete  support 
from  360' welting. 


discriminating  when  selecting 
leather.  Every  shoe  is  created  on 
exclusively-designed  foot  molds, 
called  "lasts."  Only  the  finest 
natural  materials  are  used. 
•  m  0 

o     ■*>  o 

The  welt  —  a  piece  of  leather 
holding  the  insole,  the  outsole  and 
shoe  upper  together  —  runs  a 

full  360°  around  the  sole. 
Other  shoes  utilize  a  180°  welt, 
or  no  welt  at  all. 

:©: 

Between  the  sole  and  insole,  we  put 
a  layer  of  natural  cork  for  added 

cushion.  Between  the  outer  leather 

and  lining,  a  cotton  flannel 
doubler  helps  dissipate 
moisture. 


Finest-quality 
leather  insole. 


More  cushion 
I  from  a  leather 
heel  base. 


Allen-Edmonds  shoes  are  so  well 
crafted,  they  can  be  recrafted,  at  our 
factory,  a  number  of  times. 
To  extend  their  life  even  longer. 

:• 

So,  next  time 
some  shoemaker 
begins  claiming 

quality,  look 
them  straight  in 
the  eye  and  ask 
for  facts.  You'll 

find  out  exactly 
what  they're  made  of.  4 

American  made  Allen- 
Edmonds  shoes  are  available 
at  fine  stores  worldwide. 


For  a  catalog  of  our  shoes 
and  where  you  can  purchase  them, 
send$3.00.  Allen-Edmonds  Shoe  Corp., 
Box  998,  Dept.  261, 
Port  Washington,  Wl  53074  US  A 


Nordstrom 
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Charging.  Dodging.  Challenging. 
Guarding.  One  side  on  the  offensive. 
One  side  on  the  defensive. 

When  the  press  faces  off  against 
public  figures,  it  sometimes  seems  like 
a  sporting  event.  But  it's  more  serious 
than  that.  Because  often,  at  the  heart 
of  the  issue  is  the  First  Amendment. 
And  its  guarantees  of  a  free  press. 

Some  say  the  rights  of  the  press 
should  be  taken  away.  They  say  the 


press  goes  too  far.  Sometimes  even  the 
press  questions  how  far  is  too  far. 

Others  say  the  rights  of  the  press 
protect  the  rights  of  the  people.  Your 
right  to  be  informed  about  things  that 
affect  your  life  and  your  right  to  decide. 

The  debate  will  continue. 

But  one  thing  is  for  sure.  You  won't 
always  agree  with  what  the  press  has 
to  say. 

And  it's  your  right  not  to. 


To  learn  more  about  the  role  of  a 
free  press  and  how  it  protects  your 
rights,  contact  the  First  Amendment 
Center  at  1-800-542-1600. 

If  the  press 
didn't  tell  us, 
who  would? 


A  public  service  message  of  Th^  Ad  Council  and  The  Society  of  Professional  Journalists 
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Lots  of  people  are  working  to  get  kids  off  the  street. 

Every  year,  over  5,000  American  children  are  buried 
in  unmarked  graves.  And  a  lot  of  people  work  very 
hard  to  put  them  there.  Drug  dealers  with  dirty  needles. 
Pimps  who  rule  with  a  fist.  Child  molesters  in  expen- 
sive cars.  Fortunately,  Larkin  Street  is  working  to  get 
kids  off  the  street,  too.  With  food,  clothing,  medical 
care,  professional  counseling— and  lots  of  hope. 
Please  support  Larkin  Street's  work. 
Kids  are  dying  for  your  help. 

Larkin  Street  Youth  Center 
1044  Larkin  Street,  San  Francisco,  CA  94109 
415-673-0911 
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CUR  PERCEPTIONS  of 
i  risk  affect  where  we 
I  live,  where  we  work 
I  even  what  we  eat  and 
'drink.  But  how  do 
we  really  know  what 

is  risky? 

One  way  to  judge  risk  is  with  prob 
abilities.  For  example,  the  odds  you'll 
be  struck  by  lightning  in  the  next  hour 
are  one  in  600,000. 

But  most  of  us  judge  risk  in  a 
slightly  less  scientific  manner.  We  see 
a  news  report  about  a  fatal  plane 
crash.  So  we  worry  about 
our  next  flight.  Yet,  in  1989, 
out  of  7,625,000  commercial 


OUR  PERCEPTIONS  OF  RISK  DON'T  ALWAYS  AGREE  WITH  THE  REALITIES. 


DO  WE  REALLY 
KNOW  RISK 
WHEN  WE  SEE  IT? 


We  are  living  longer  and  healthier  lives  than  ever  before. 
Yet,  from  airplane  aecidents  to  reports  of  "poisonous" 
apples,  it  seems  we  faee  new  dangers  every  day.  Are 
we  the  safest  people  ever,  or  are  we  the  most  at  risk1 


flights  in  the  U.S.,  there  were  only  11 
fatal  crashes  lolling  278  people.  Mean- 
while, almost  50,000  people  died 
from  a  form  of  travel  few  of  us  fear, 
the  car. 

Why7  One  theory  is  that  we  feel 
safer  when  we're  in  control.  In  a  plane 
we  are  mere  passengers.  But  in  a  car 
we're  behind  the  wheel.  We  tend  to 
forget  the  uncontrollable  elements 


that  make  driving  so  dangerous  — 
other  drivers  may  be  inexperienced, 
tired  or  even  drunk. 

Perceptions  of  risk  like  this  affect 
the  decisions  we  make  not  just  as 
individuals  but  also  as  a  society.  From 
earthquakes  to  pesticides  on  our  foods, 
do  the  things  we  worry  about  really 
pose  a  bigger  risk  to  our  safety  than 
the  things  we  don't  worry  about1 


This  question  and  others  are  the 
subject  of  a  new  PBS  special  called 
"Living  Against  the  Odds!'  A  program 
hosted  by  Richard  Lewis,  and  pro- 
duced by  the  WGBH  Science  Unit  in 
association  with  the  World  Wildlife 
Fund,  and  brought  to  you  by  the  peo- 
ple of  Chevron. 

Tune  in  Wednesday,  April  3  at  8:00 
pm.  Check  your  local  listings  for  show 
times  on  PBS. 

Do  people  believe  there's  a  benefit  to 
seeing  the  realities  of  risk? 

Chevron 


People  Do. 


•j  1991  Chevron  Corporaa* 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


STUBBORN  PRICES  ARE  MAKING  RECOVERY 
UN  UPHILL  BATTLE 


s  if  the  recession  weren't  enough  of  a  problem 
l'i if  t In'  economy,  you  '-an  now  throw  mi  another 
^^^worry:  inflation.  Yes,  oil  prices  have  fallen,  hut 
illation  elsewhere  continues  to  accelerate.  Yes,  inflation 
,lways  declines  in  the  wake  of  a  recession,  hut  until 
iroader  progress  becomes  evident,  interest  rates  will 
emain  high.  That  means  an  economic  recovery  will  have 
,  harder  time  getting  off  the  ground,  and  even  when  it 
loes,  it  might  lack  staying  power. 

On  the  surface,  the  latest  in- 
flation reports  don't  look  so 
bad.  The  consumer  price  index 
rose  a  slim  0.27  in  February,  as 
energy  prices  fell  4%.  The  pro- 
ducer price  index  for  finished 
goods,  those  ready  for  final 
markup,  dropped  for  the  third 
consecutive  month.  However, 
excluding  the  volatile  energy 
and  food  sectors,  the  CPI 
jumped  0.7%  in  February,  after 


INFLATION'S 
DISTURBING  TREND 


JAN  '89        '90  FEB. '91 

A  PERCENT  CHANGE  FROM  A  YEAR  AGO 
DATA:  LABOR  DEPT.,  6W 


oaring  0.8%  in  January,  and  the  PPI  posted  worrisome 
ises  in  both  months  as  well.  Through  February,  the  core 
ate  of  consumer  inflation  has  accelerated  to  5.6%,  the 
astest  12-month  pace  in  more  than  eight  years  (chart). 

To  be  sure,  inflation  is  far  less  frightening  than  the 
anuary  and  February  reports  suggest  (page  22).  One- 
ime  factors  explain  some  of  the  most  recent  price  hikes, 
ligher  taxes  on  cigarettes  and  alcohol,  the  postage  hike, 
,nd  earlier-than-usual  introduction  of  costlier  spring 
lothing  took  their  tolls. 

Still,  the  unrelenting  rise  in  core  inflation  highlights 
he  stubbornness  of  the  problem.  For  example,  prices  for 
aiblic  transportation  are  up  14.37'  from  a  year  ago. 
dedical  care  costs  have  jumped  9.5%.  Educational  ex- 
lenses  have  risen  7.7%.  And  renters'  costs  are  up  7.6%. 

MORE  FED      The  disappointing  news  on  prices  puts  the 
EASING?       Federal  Reserve  Board  back  in  a  familiar, 
UNLIKELY      anc[  uncomfortable,  position:  It  has  less 
FOR  NOW       maneuvering  room  to  ease  monetary  poli- 
y.  If  the  bond  market,  where  long-term  interest  rates 
ire  determined,  believes  that  inflation  is  still  a  problem, 
t  will  react  negatively  to  more  Fed  easing  by  pushing 
ong  rates  higher.  That  concern  was  clear  from  the  bond 
narkets'  sell-off  following  the  government's  report  on 
he  CPI  on  Mar.  19,  which  drove  rates  up  sharply. 

So  the  decline  in  interest  rates  is  probably  over  for  a 
vhile.  The  Fed  will  be  disinclined  to  ease  more  until  it 
;ees  either  some  downbeat  news  on  the  economy  that 


HOMEBUILDING 
SHOWS  SOME  LIFE 
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would  justify  another  cut  in  short-term  rates  or  better- 
looking  price  indexes  that  would  soothe  the  bond  mar- 
ket's inflation  jitters..  That's  especially  true  in  light  of 
the  apparent  disagreement  within  the  Fed  over  the  need 
for  the  Mar.  8  cut  in  the  federal  funds  rate. 

The  problem  is,  the  current  level  of  consumer  interest 
rates  for  car  loans  and  home  mortgages  isn't  likely  to 
spark  much  of  a  recovery  in  factories  or  housing. 

Housing  starts  jumped  16.47  in  February,  to  an  annu- 
al rate  of  989,000  (chart),  but  there's  little  evidence  that 
the  rise  is  the  beginning  of  a  full-fledged  recovery.  The 
weather  was  relatively  mild  in  February,  compared  with 
January's  worse-than-usual  chill,  and  almost  all  of  the 
February  advance  occurred  in  a  single  region. 

Housing  starts  in  the  Mid- 
west soared  77%  in  February, 
but  that  came  after  a  sharp 
drop  in  January.  Taken  togeth- 
er, the  region's  homebuilding  in 
the  past  two  months  is  equal  to 
its  pace  throughout  most  of 
1990.  Midwest  housing  isn't  suf- 
fering as  much  as  the  rest  of 
the  country,  partly  because  the 
region  didn't  join  in  the  home- 
building  surge  in  the  years 
right  after  the  1981-82  recession.  So  the  Midwest  has 
fewer  new  homes  for  sale  or  rent  than  elsewhere. 

Three  trends  in  February — warm  weather,  lower  mort- 
gage rates,  and  optimism  about  the  war — probably 
spurred  home  buying.  That  helped  to  clear  out  some  of 
the  overhang  of  unsold  new  homes  and  give  new  con- 
struction a  boost.  But  February  starts  were  still  32.27 
below  their  year-ago  pace.  Also,  mortgage  rates  started 
to  rise  in  early  March,  and  temperatures  dipped  back  to 
more  seasonal  levels,  suggesting  that  housing  starts 
may  have  resumed  their  downhill  slide. 

SERVICE  Although  the  bad  news  on  homebuilding 
COSTS  and  other  sectors  of  the  economy  may  not 

ARE  THE  De  over  yet(  better  readings  on  inflation 
CULPRIT  seem  like  a  sure  thing.  But  they  may  take 
a  while.  Inflation  has  fallen  as  a  result  of  all  previous 
recessions  in  the  postwar  era,  and  the  peak-to-trough 
decline  has  tended  to  last  nearly  two  years  on  average. 
But  this  time,  inflation's  stubbornness  is  rooted  in  ser- 
vices, where  many  prices  tend  to  be  less  sensitive  to  the 
business  cycle,  compared  with  the  prices  of  goods. 

Inflation  in  nonenergy  services,  which  make  up  about 
half  of  the  CPI,  has  risen  to  6.57  during  the  past  year, 


A  MILLIONS,  Al  AN  ANNUAL  RATE 
DATA  COMMERCE  DEPT 
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from  5.27  in  the  previous  12  months.  That  acceleration 
has  occurred  even  though  the  economy  has  been  in  a 
recession  since  last  summer.  And  without  a  slowdown  in 
the  pace  of  service  prices,  the  overall  reduction  in  infla- 
tion this  year  will  be  limited. 

Some  help  is  on  the  way.  Even  though  service  prices 
have  been  rising  rapidly,  until  recently  unit  labor  costs  in 
services  were  going  up  faster,  because  there  were  no 
gains  in  service  productivity  to  offset  wage  increases. 
Now,  the  pace  of  service  wages  is  slowing,  and  eventual- 
ly that  should  allow  prices  to  abate  as  well.  But  with 
service  productivity  still  poor,  it  will  be  a  slow  process. 


FACTORIES 
ARE  JUST 
WHEEZING 
ALONG 


Until  then,  the  economy  will  have  to  rely 
on  a  slower  pace  of  goods  prices  for  most 
of  the  improvement  in  inflation.  That's 
where  demand  is  the  weakest  and  where 
the  recession  has  hit  the  hardest.  The  slumps  in  housing 
and  autos,  in  particular,  have  caused  sharp  cutbacks  in 
output  and  operating  rates.  Indeed,  industrial  production 
fell  a  steep  0.87'  in  February.  The  decline  was  larger 
than  January's  0.57-  drop,  and  it  was  the  fifth  in  a  row. 

All  the  major  sectors  cut  out- 
put in  February,  and  almost  all 
are  producing  at  levels  below  a 
year  ago.  Factory  output  fell  by 
0.8%,  with  big  losses  in  the 
steel,  auto,  and  lumber  indus- 
tries. The  February  decline 
means  that  factory  production 
so  far  in  the  first  quarter  is 
running  at  an  annual  rate  of  9% 
below  its  pace  of  the  fourth 
quarter,  when  it  dropped  7.57 


MORE  CAPACITY 
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The  output  losses  would  be  even  greater  if  not  for  the 
strength  in  exports,  which  absorb  a  record  207'  of  indus- 
trial output.  Exports  rose  by  $1.2  billion  in  January,  to 
$34.5  billion,  and  they  are  up  9.97  from  a  year  ago. 


Increased  foreign  demand  has  also  helped  to  shrink 
the  trade  deficit  during  the  past  year,  but  in  January 
imports  rose  $1.9  billion,  causing  the  trade  gap  to  widen 
to  $7  billion  from  $6.3  billion  in  December.  Still,  imports 
have  declined  during  the  past  year,  and  weak  domestic 
demand  should  keep  that  trend  in  place. 

Fewer  domestic  orders  also  mean  that  less  capacity  is 
being  used.  Operating  rates  for  all  industry  declined  to  a 
four-year  low  of  79.17  in  February  (chart).  Manufactur- 
ers are  using  just  787>  of  their  production  facilities — a 
sharp  drop  from  the  837  rate  of  a  year  ago. 

The  steep  drop  in  operating  rates  is  one  reason  why 
goods  inflation  should  improve  considerably  in  the 
months  ahead.  To  get  assembly  lines  rolling  again,  fac- 
tories will  have  to  cut  prices  to  attract  new  demand. 

UNSOLD        However,  stores  and  warehouses  already 
WIDGETS       seem  to  have  more  than  enough  goods  on 
CROWD  THE    hand.  In  January,  inventories  at  factories, 
SHELVES        wholesalers,  and  retailers  were  up  a  mod- 
est 0.47,  to  $814.4  billion.  Manufacturers  are  keeping  a 
keen  eye  on  inventories,  but  stockpiles  elsewhere  are  on 
the  rise.  Retail  inventories  were  up  by  0.77  in  January, 
and  wholesale  stockpiles  rose  a  troubling  0.97-. 

Inventories  in  both  sectors  are  growing  faster  than 
sales.  In  fact,  their  inventory-to-sales  ratios  are  higher 
than  they  were  in  the  beginning  of  the  last  recession. 

For  consumers,  however,  excess  inventories  may  re- 
verse some  of  the  recent  inflation  pickup  in  the  months 
ahead.  Retailers  may  have  to  cut  prices  to  clear  away 
merchandise.  Until  then,  wholesalers  and  retailers  are 
unlikely  to  boost  their  orders  of  manufactured  goods. 

In  that  kind  of  environment,  upward  pressure  on 
goods  prices  will  continue  to  ease.  But  until  service 
prices  begin  to  slow  down,  the  pace  of  improvement  in 
inflation  is  likely  to  be  disappointingly  slow,  interest 
rates  will  remain  uncomfortably  high,  and  a  sustained 
economic  recovery  may  have  to  wait. 


DURABLE  GOODS  ORDERS 


Tuesday,  Mar.  26,  8:30  a.m. 
New  orders  for  durable  goods  probably 
fell  by  about  0.6'  <  in  February,  after 
dropping  1.87  in  January,  say  econo- 
mists surveyed  by  MMS  International,  a 
division  of  McGraw-Hill  Inc.  However, 
the  steep  1.:!''  decline  in  durable  goods 
output  in  February  suggests  that  new 
orders  may  have  fallen  even  more.  That 
means  the  backlog  of  unfilled  orders, 
which  shrank  by  0.1%  in  January,  likely 
fell  again  in  February. 


PERSONAL  INCOME 


Thursday,  Mar.  28,  10  a.m. 

Personal  income  likely  advanced  a  small 

0.2';;  in  February,  after  falling  by  0.57' 


in  January.  However,  such  a  small  top- 
line  gain  means  that  after  adjusting  for 
inflation  and  taxes,  real  disposable  earn- 
ings were  probably  down  for  the  month, 
after  dropping  0.97  in  January.  Consum- 
ers probably  raised  their  spending  by 
about  0.47  in  February,  according  to  the 
MMS  survey.  That's  suggested  by  gains 
in  new-car  buying  and  other  retail  sales. 
But  the  expected  increase  would  not  re- 
verse the  0.6?;  decline  in  spending  in 
January. 

LEADING  INDICATORS  

Friday,  Mar.  29,  8:30  a.m. 
The  MMS  consensus  expects  a  0.57-  in- 
crease in  the  government's  composite  in- 
dex of  leading  indicators  in  February.  If 
so,  that  would  be  the  first  rise  in  seven 


months.  Moreover,  the  advance  could  be 
much  stronger,  as  indicated  by  the  large 
increases  in  stock  prices,  consumer  ex- 
pectations, and  building  permits  in  Feb- 
ruary. But  the  index  will  have  to  rise  for 
more  than  one  month  to  forecast  the 
economy's  recovery.  In  January,  the  in- 
dicators fell  by  0.47. 

NEW  SINGLE-FAMILY  HOME  SALES 


Friday,  Mar.  29,  10  a.m. 
New  homes  probably  sold  at  an  annual 
rate  of  about  475,000  in  February,  after 
dropping  by  12.3?;  in  January,  to  a  dis- 
mal 408,000  pace.  The  strong  showing 
for  February  is  indicated  by  the  18.3% 
jump  in  single-family  housing  starts, 
along  with  a  decline  in  mortgage  rates 
during  the  month. 
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New  York  Life  is 
large,  conservative,  and  dull. 

Reassuring  in 
times  like  these,  isn't  it? 


Things  are  a  bit  shaky  these  days  in  the  financial  world. 
Investors  are  getting  a  lot  less  adventuresome.  And  words  like 
stability "  and  " security "  are  coming  back  into  vogue. 

To  some,  of  course,  this  is  just  the  current  economic 
trend.  But  at  New  York  Life,  we've  had  a  conservative 
investment  policy  for  145  years. 

A  policy  that,  over  the  years,  has  allowed  New 
York  Life  to  amass  assets  under  management  of 
more  than  $50  billion.  And  why  95  percent 
of  the  bonds  in  our  portfolio  are  investment  grade* 
Does  that  make  us  large  and  conservative? 
We  should  say  so.  And  as  for  dull,  well,  we 
look  at  it  this  way:  If  being  exciting  means 
investing  heavily  in  junk  bonds  that  end  up  in 
default,  that's  the  kind  of  excitement  we  can 
all  do  without. 

For  information  on  any  of  our  full  range  of 


call  New  York  Life 
today. 


B 
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SPOOKED 
BY  PRICES 

ANXIETY  IN  THE  MARKETS  COULD  DELAY  A  RECOVERY 


■  s  the  inflation  dragon  back? 
H  With  the  war  in  the  Persian  Gulf 
Hover  and  consumer  confidence  on  the 
rehound,  financial  markets  were  ready 
to  turn  their  attention  to  that  slumber- 
ing worry,  inflation.  One  look  at  the  big 
jump  in  the  so-called  core  rate  of  infla- 
tion for  February,  and  they  freaked.  The 
dragon,  they  concluded,  is  ready  to 
breathe  fire. 

Not  so  fast.  Inflation,  it's  true,  was 
never  really  slain.  It  was  only  sent  into 
retreat.  Even  in  1986,  when  it  seemed  as 
if  the  cost  of  a  barrel  of  oil  wouldn't 
stop  sinking,  home  prices  in  California 
and  New  York  galloped  along.  Inflation 
was  still  with  us — and  ready  to  climb. 
By  1989,  when  the  Federal  Reserve 
Board  launched  its  vaunted  "soft-land- 
ing" policy  to  achieve  a  combination  of 
slow  growth  and  moderating  inflation, 
the  price  indexes  had  perked  up.  Today, 
after  nearly  six  months  of  recession 
coming  on  the  heels  of  a  year  and  a  half 
of  slow  growth,  the  core  inflation  rate, 
excluding  food  and  energy  costs,  regis- 
tered a  0.7''  gain  in  February  and  ex- 
ceeded a  57'  annual  growth  rate  for  the 
past  six  months  (charts). 
missing  ingredients.  But  this  inflation, 
so  far  at  least,  seems  different  from  the 
runaway  inflation  of  the  late  1970s — and 
is  unlikely  ever  to  become  so  terrifying. 
For  one  thing,  wages  aren't  rising  in 
tandem  with  the  price  indexes.  (Producer 
prices  also  ticked  up  unnervingly  in  Feb- 
ruary.) Indeed,  wages  have  been  grow- 
ing more  slowly  in  recent  months. 
What's  more,  the  numbers  themselves 
are  suspect.  Then  there's  the  dollar, 
whicli  has  climbed  157'  against  the  Ger- 
man mark  and  S7'  against  the  Japanese 
yen  since  Feb.  11.  A  stronger  dollar  will 
hold  down  import  prices. 

Finally,  the  very  investors  who  fret 
about  inflation  getting  out  of  control  can 
forestall  that  outcome.  By  driving  long 
rates  higher,  they  can  dampen  growth 
and  curb  inflationary  tendencies.  The 
risk,  of  course,  is  that  higher  rates  will 
postpone  economic  recovery,  which  most 
economists  had  figured  would  be  under 


way  by  midyear.  But  what's  bad  for 
growth  could  be  good  for  prices:  With 
the  recession  not  yet  over  and  interest 
rates  moving  up,  the  big  gains  in  in- 
comes and  demand  needed  to  fuel  infla- 
tion aren't  on  the  horizon.  "You  just 
don't  get  inflation  by  immaculate  con- 
ception," says  Stephen  S.  Roach,  econo- 
mist at  Morgan  Stanley  &  Co. 

Try  telling  that  to  the  worrywarts. 
For  them,  consumer  prices  are  painting 
a  dismal  picture.  After  factoring  out  the 
more  volatile  costs  of  food  and  energy, 
prices  climbed  at  a  7.7'.'  annual  rate  in 
the  three  quarters  ended  in  February. 
The  bond  market,  shifting  its  concern 
from  recession  to  inflation,  pushed 
yields  on  30-year  Treasury  bonds  up 
nearly  half  a  percentage  point,  to  8.4'A, 
over  the  past  month.  The  February  con- 
sumer price  index  news  alone  pushed 
the  rate  close  to  8.5%.  And  the  spike  in 
rates  spooked  the  stock  market,  which 
had  to  cope  with  the  added  jolt  of  disap- 
pointing profit  news  from  I  MM  (page  24). 

Most  economists  aren't  quite  so 
alarmed  by  the  inflation  numbers.  In 
fact,  even  policymakers  seem  relatively 
sanguine.  Fed  Chairman  Alan  Green- 
span and  other  Fed  members  believed 
price  pressures  had  eased  enough  to  let 
them  nudge  the  federal  funds  rate  down 
a  quarter  of  a  percentage  point,  to  (>'',  in 
early  March.  And  the  Fed,  reversing 
more  than  a  year  of  anemic  growth  in 
M2,  the  broad  money 
gauge,  started  pumping 
out  more  money  in  Feb- 
ruary, boosting  growth 
in  M2  to  an  8.49!  annual 
rate. 

That  was  before  the 
bad  signals  from  the 
producer  and  consumer 
price  indexes.  Nonethe- 
less, the  PI'l  and  <TI 
right  now  aren't  fore- 
most in  policymakers' 
minds.  Officials  are 
looking,  far  more  closely 
at  powerful  long-term 
influences  over  infla- 


tion:  falling  capacity  utilization,  rising 
unemployment,  stability  in  world-trade<  In: 
commodity  prices,  and  the  rising  dollar! 
All  these  point  to  decelerating  inflation  o 
mild  pay  hikes.  Most  important  is  th<  n 
behavior  of  wages.  The  wage-and-salan  w 
component  of  the  employment  cost  inde)  if 
has  been  sloping  gently  downward  sine*  si 
mid-1990  and  should  continue  to  do  so  js 
Hourly  earnings,   meanwhile,  actualh  is 
registered  no  gain  at  all  in  February 
"Wages,"  observes  a  senior  Fed  official  itr 
represent  "by  far  the  toughest  area  o: 
inflation  to  crack."  The  inflation  bears  a 
have  to  concede  that  tamer  wage  gains  s 
likely  mean  that  prices  won't  spin  out  0} 
control  as  in  the  1970s.  "Even  if  inflai 
tionary  expectations  start  rising  anc  (■ 
people  want  to  buy  in  advance,  they  maj  i 
not  always  be  able  to  act  on  that  desire,'  1 
notes  Joel  Popkin,  head  of  an  economic;  s 
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suiting  firm  in  Washington,  D.  C. 
nflation  may  not  be  as  bad  as  it 
ks,  but  that  doesn't  stop  economists 
in  wondering  why  it  looks  so  bad. 
ne  economists  speculate  that  new 
nng  strategies  may  be  at  work.  Don- 
Ratajczak,  director  of  economic  fore- 
ting  at  Georgia  State  University, 
s  he  thinks  that  more  and  more  busi- 
ses,  looking  at  the  "multiplicity  of 
:ing  by  the  airlines,"  have  decided  to 
jmpt  what  he  calls  "price  discrimina- 
1."  Instead  of  opting  for  standardized 
nng,  businesses  from  lodging  compa- 
3  to  furniture  and  auto  manufactur- 
are  trying  to  boost  prices  selectively 
;he  start  of  the  year  and  see  if  they'll 
:k.  But  discounting  usually  follows, 
1  Ratajczak  thinks  the  price  indexes 
1  reflect  that  retreat  later  in  the  year, 
sibly  as  soon  as  April. 


I  COMMODITIES 
E  WELL-BEHAVED... 


...AND  LABOR  COST 
PRESSURE  IS  LOW 


1 967= 1 C 


MAR.  19, '91        l'90       II  III  IV 

▲  PERCENT  CHANGE,  YEAR-TO-YEAR 
DATA:  DRI/McGRAW  HILL,  BRIDGE  INFORMATION  SYSTEMS  INC. 


Even  today,  whatever  discounting  is 
going  on  may  not  be  captured  by  the 
official  numbers.  The  Bureau  of  Labor 
Statistics  uses  about  100,000  price 
quotes  to  construct  the  CPI  each  month, 
but  critics  still  charge  that  the  govern- 
ment's measures  aren't  an  accurate  re- 
flection of  the  real  behavior  of  prices  in 
the  economy.  How  can  the  BLS,  for  in- 
stance, say  that  airline  fares  rose  in  Feb- 
ruary, when  most  evidence  seems  to 
point  the  other  way?  Indeed,  the  BLS 
says  that  airfares  rose  227"  from  Janu- 
ary, 1990,  to  January,  1991.  Yet  the  Air 
Transport  Assn.  reports  that  revenues 
per  passenger  mile,  known  as  yields, 
rose  a  mere  0.5%  in  the  year  ended  in 
January. 

Other  price  puzzles  abound.  Some  of 
the  biggest  gains  have  been  in  apparel 
prices,  which  have  risen  at  a  127'  annual 
rate  over  the  past  three 
months.  The  BL.s  says 
early  introduction  of 
spring  fashions  may  ac- 
count for  the  spike.  Yet 
discounting  is  wide- 
spread. Are  the  gains 
real?  And  are  they 
sticking?  A  year  ago, 
apparel  prices  spiked — 
and  later  fell  back. 

Of  course,  some  of 
the  recent  increases  in 
prices  are  very  real. 
There  were  onetime 
hikes  in  postage  rates 
and  higher  excise  taxes 
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on  liquor.  Other  categories  have  been 
troubling  in  recent  months.  Services  in- 
flation, for  one,  remains  stubbornly 
high.  Yet  even  here,  there  may  be  hope- 
ful signs.  Service  industries  are  under 
pressure  to  boost  productivity,  and  if 
they  do  so,  it  would  help  prices. 
dangerous.  For  now,  though,  traders 
and  investors  are  registering  their  disap- 
pointment that  the  recession  doesn't  ap- 
pear to  have  bought  the  economy  a  big 
"inflation  dividend,"  observes  Robert 
DiClemente,  an  economist  at  Salomon 
Brothers  Inc.  Most  economists  expect 
the  CPI  and  FBI  numbers  to  retreat  in 
coming  months.  If  they  don't,  the  mar- 
kets are  sure  to  ratchet  rates  yet  higher. 

That  could  be  dangerous  for  an  econo- 
my that's  showing  only  the  barest  hints 
of  recovery,  with  people  just  now  begin- 
ning to  check  out  houses  and  stop  in  at 
auto  showrooms  (page  29).  Most  econo- 
mists have  predicated  their  forecasts  of 
second-half  recovery  on  long-term  inter- 
est rates  remaining  under  87 — even  as 
low  as  IV2V' — but  surely  not  at  today's 
level  of  nearly  8727'. 

As  David  H.  Resler,  economist  at  No- 
mura Securities  International  Inc.,  puts 
it:  "The  markets  are  so  forward-looking 
that  they  may  just  prevent  the  economy 
from  getting  back  on  track."  If  that  hap- 
pens, inflation  may  have  been  dealt  a 
more  severe  blow  than  it  needed. 

By  Karen  Pennar  in  Neiv  York,  with 
Mike  McNamee  in  Washington  and  Chris- 
topher Farrell  and  William  Glasgall  in 
New  York 
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SUDDENLY,  IBM  CAN  HARDLY  FIND 
A  PATCH  OF  BLUE 


Demand  is  poor  across  its  product  lines — in  Europe  as  well  as  the  U.S. 


For  six  years  now,  the  once  invinci- 
ble IBM  has  been  struggling  to  re- 
cover from  an  unprecedented  earn- 
ings slump.  It  has  revamped  products, 
reorganized  staff,  and  slashed  payrolls. 
The  goal:  to  be  slimmer,  faster,  and 
more  profitable.  As  the  new  year  unfold- 
ed, IBM  actually  seemed  once  more  to  be 
clicking.  Following  a  strong  fourth  quar- 
ter, its  stock  soared  31$  in  just  two 
months  (charts). 

On  Mar.  19,  the  balloon 
burst.  First-quarter  profits,  the 
company  told  a  stunned  Wall 
Street,  will  be  only  about  half 
of  analysts'  projections,  or 
about  90$  a  share.  IBM  shares  saw 
Hi  of  their  value  vanish  as  they 
plunged  12%  points,  to  115V8,  by 
day's  end.  Earnings  of  $1.80 
would  have  run  flat  with  last 
year's,  when  first-quarter 
sales  reached  $14.2  billion. 
Now,  the  quarter's  sales 
will  be  flat,  or  $600  mil- 
lion less  than  analysts 
expected.  They've  re- 
vised their  1991  profit  esti- 
mates, from  around  $10.35  a  'vvo%fi 
share  to  about  $9.50.  For  1992,  estimates 
have  fallen  from  about  $11  to  $10.50.  If 
those  forecasts  come  true,  IBM  still  will 
be  short  of  its  peak  earnings  of  $10.67  a 
share,  set  way  hack  in  1985. 

IBM's  explanation:  an  unexpectedly 
soft  worldwide  economy  and  the  disrup- 
tions of  war  in  the  Middle  Fast.  Across 
its  product  line,  from  PCs  to  minicomput- 
ers to  mainframes,  demand  is  poor,  Big 
Blue  told  the  analysts.  Only  worksta- 
tions and  software  are  doing  "reason- 
ably well."  Overall  sales  in  the  U.  S. 
have  been  flat  for  several  years,  but 
now  Europe's  strong  contribution  to 
IBM's  total  revenues — some  397' — is  fal- 
tering, too.  Except  in  Germany,  Europe- 
an demand  has  been  softening  for  18 
months.  A  weak  dollar  inflated  profits 
abroad,  notes  Prudential  Securities  Inc. 
analyst  Rick  J.  Martin,  but  the  dollar's 
postwar  surge  has  ripped  away  the  "cur- 
rency camouflage." 

fresh  competition.  Mainframe  sales, 
which  contribute  an  estimated  50%  of 
IBM's  revenues  and  60%  of  its  profit, 
have  been  disrupted  more  than  outsiders 
had  thought  by  last  September's  debut 
of  a  new  family  of  processors,  the  ES/ 


9000s.  The  largest,  most  advanced  mod- 
els won't  be  shipped  until  late  this  year. 
Meantime,  more  and  more  customers  are 
eyeing  alternatives,  such  as  networks  of 
small  but  powerful  desktop  machines. 

IBM  also  faces  fresh  competition  in 
mainframe  disk  drives,  another  high- 
margin  item.  It  was  alone  in  the  market 
last  year  with  its  high-capacity  3390 
drives.  But  now,  Japan's  Hitachi  Ltd.  is 
shipping  equivalent  machines,  and  Am- 
dahl Corp.  is  about  to 
do  the  same. 

Meanwhile,  custom- 
ers'  data  processing 
budgets  have  grown  the 
amount 
1983.  Pre- 
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deepening  recession  and 
impending  war,  they've  gained  only 
about  27'  from  last  year.  Typically,  the 
jump  has  run  G7<  to  8%.  And,  barring  a 
miraculous  turnaround  in  the  economy, 
there's  little  chance  computer  spending 
will  see  an  upturn  anytime  soon. 

In  personal  computers,  the  name  of 
the  dismal  game  has  been  price-cutting. 
IBM  has  been  unable  to  differentiate  its 
PS/2s  from  the  competition  enough  to 
avoid  lowering  prices  against  Compaq, 


Customers'  data  processing 

budgets  have  grown  by 
only  2%  over  last  year — the 
smallest  jump  since  1983 
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AST  Research,  Dell  Computer,  and  othe 
makers  of  clones  who  are  chipping  awaj 
at  IBM's  core,  big-company  custom' 
base.  Moreover,  IBM  has  been  man' 
months  late  with  PC  software  call 
Off  ice  Vision,  which  was  to  tie  desktop! 
into  its  mainframes.  And,  while  it  doe| 
plan  a  big  product  introduction  on  Mai 
26,  to  date  it  has  been  absent  from  tl 
booming  laptop  market. 
time  to  trim?  Much  of  this  was  kno 
to  Wall  Street  before  Big  Blue's  balloo 
went  pop.  Several  analysts  even  knockel 
IBM  down  from  a  "buy"  rating  to 
"hold"  as  they  caught  wind  of  a  sol 
quarter.  But  technology  stocks  hav 
soared  as  a  group  lately,  greatly  outpe: 
forming  the  broader  stock  market.  "Th 
upward  move  was  not  propelled  by  earr 
ings  gains"  but  by  overheated  expects 
tions,  observes  Marc  G.  Shulman,  a  con 
puter  analyst  at  UBS  Securities  Inc.  0 
Jan.  10  he  began  warning  clients  o 
"danger  ahead"  in  computer  stocks 
Now,  with  demand  softening  in  the  U. 
and  abroad  and  the  dollar  rising,  inve, 
tors  face  "the  worst  of  all  possibl 
worlds,"  Shulman  says. 

Predicting  which  computer  stocks  wii 
suffer  along  with  IBM  is  pretty  tough 
Amdahl,  a  maker  of  IBM-compatibl 
mainframe  gear,  and  Digital  Equipmen 
Corp.  on  Mar.  19  saw  thei 
stocks  tumble  1%  an< 
5!/4  points,  respectively 
in  sympathy  with  IBM.  Oi 
the  other  hand,  Appl 
Computer  Inc.  enjoyed 
2.6%  rise  even  as  the  Dow 
Jones  industrial  average 
plummeted  62  points.  Bu 
there's  no  doubt  the  com 
puter  industry  will  se« 
more  pain  in  coming 
months.  Take  Wang  Labora 
tories  Inc.  After  letting  50( 
staffers  go  in  January,  it  has 
just  begun  a  new  round  of  layoffs  thai 
includes  engineers  working  on  its  flag 
ship  image-processing  products. 

Yet  even  as  most  other  computer 
stocks  take  their  lumps,  there's  some 
reason  for  long-range  optimism  at  Big 
Blue.  IBM's  revenue  shortfall  may 
prompt  further  efforts  to  cut  expenses 
this  year  through  restructuring  or  re 
duced  capital  spending.  Indeed,  Steve 
Cohen,  a  Soundview  Financial  Group 
Inc.  computer  analyst,  is  looking  for  IBM 
to  finally  trim  its  overseas  payroll, 
which  has  been  growing  at  the  same 
time  Big  Blue  slashed  its  U.  S.  staff  by 
30,000.  Then,  Cohen  points  out,  IBM  will 
be  all  the  more  ready  to  profit  in  1992 
from  what  he  and  others  reckon  will  be 
its  most  competitive  lineup  of  products 
in  10  years. 

By  John  W.  Verity  in  New  York 
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DXY  FIGHTS  I 


ICR'S  'NANCY  REAGAN  DEFENSE' 
AAY  NOT  WORK  MUCH  LONGER 


ist  saying  no  isn't  going  to  fend  off  AT&T's  hostile  bid 


Subtle  it  wasn't.  When  American 
Telephone  &  Telegraph  Co. 
opened  its  booth  at  a  trade  show 
Houston  on  Mar.  19,  it  prominently 
Splayed  an  automated  teller  machine 
ide  by  NCR  Corp.,  the  unwilling  target 
its  $6.1  billion  takeover  offer.  And  it 
isn't  just  any  teller  machine:  AT&T  had 
uped  it  up  with  a  video  monitor  and 
mera  so  that  customers — say,  loan  ap- 
icants — could  communicate  face-to- 
ee  with  bank  officers 
ck  at  the  home  office, 
le  display  was  AT&T's 
ly  of  showing  it  could 
llaborate  with  NCR — 
d  driving  home  the 
int  that  it  considers 
acquisition  of  the 
lyton-based  computer 
iker  an  accomplished 
ct. 

After  four  months  of 
oiding  the  communi- 
tions  giant,  NCR  is 
nning  out  of  escape 
utes.  While  NCR 
lairman  Charles  E. 
cley  Jr.  continues  to 
w  that  his  company 
11  retain  its  indepen- 
nce,  investors  and  ar- 
trageurs  say  its  bris- 
ng  array  of  defenses 
)n't  stand  up  in  the 
ig  run  against  AT&T, 
le  only  questions  re- 
aining  are  when  the 
al  will  get  done  and 

what  price. 
AT&T  Chairman  Rob- 
t  E.  Allen  keeps  step- 
ng  up  the  pressure.  On  Mar.  19,  Exley 
ok  a  direct  hit  when  a  federal  judge  in 
ayton  declared  NCR's  newly  created 
aployee  stock  ownership  plan  (ESOP)  in- 
ilid,  saying  it  was  primarily  intended  to 
itrench  current  management.  The 
lOP,  representing  8%  of  NCR's  voting 
twer,  was  set  up  to  ensure  that  nearly 
e  entire  block  would  be  voted  against 
r&T.  That  same  day,  AT&T  said  it  would 
ise  its  offer  to  $100  a  share — or  about 
i.8  billion — but  only  if  shareholders 
>te  to  oust  all  of  NCR's  directors  at  a 
lecial  meeting  on  Mar.  28.  In  wiping 
e  slate  clean,  AT&T  would  put  in  its 
vn  directors,  dismantle  NCR's  defenses, 
id  complete  the  deal. 

Exley's  options  aren't  attractive.  He 


appealed  the  ESOP  ruling.  But  even  if 
AT&T  can't  muster  the  807"  vote  needed 
to  oust  all  of  NCR's  directors,  it  should 
be  able  to  get  four  nominees  on  the  12- 
person  board.  It  could  then  presumably 
complete  the  deal  in  another  year,  when 
more  directors  come  up  for  election. 

Exley  is  gambling  that  his  new  com- 
puter strategy,  built  on  standard  soft- 
ware and  microprocessor-based  ma- 
chines, will  be  so  successful  that  NCR 


AT&T's  Men 
turns  up  the 
heat  as 
NCR's  Exley 
keeps  an 
eye  out 
for  escape 
routes 


shareholders  will  side  with  him  against 
AT&T  in  next  year's  board  elections.  It 
might  happen.  But  that  would  mean  liv- 
ing for  a  year  with  four  alien  directors 
who  are  committed  to  the  AT&T  deal. 
And  while  Exley  hopes  to  neutralize 
them  by  having  them  agree — in  writ- 
ing— not  to  share  NCR's  secrets  with 
AT&T,  they  might  refuse,  triggering  a 
distracting  legal  battle.  AT&T  declines  to 
say  what  its  directors  would  do. 
pool  power.  Exley  hasn't  damaged 
NCR's  balance  sheet  to  fight  AT&T  by, 
say,  borrowing  big  for  a  stock  buyback. 
But  according  to  a  tax  and  accounting 
expert,  one  NCR  maneuver  could  end  up 
harming  shareholders  by  hiking  their 
tax  liabilities  and  reducing  the  amount 


AT&T  would  be  willing  to  spend  for  the 
company.  Robert  Willens  of  Lehman 
Brothers  Inc.  says  a  special  $l-a-share 
dividend  paid  by  NCR  on  Mar.  20  might 
disqualify  AT&T  from  acquiring  NCR  with 
AT&T  stock  in  a  so-called  pooling  of  inter- 
ests. Such  a  merger  of  equals  would  be 
tax-free  to  shareholders  and  would  re- 
lieve AT&T  of  having  to  write  off  several 
billion  dollars  in  goodwill — the  amount 
by  which  the  purchase  price  exceeds 
NCR's  tangible  net  worth. 

It's  no  small  issue.  Privately,  AT&T  ex- 
ecutives say  that  they  would  pay  $5  a 
share  more  if  they  could  qualify  for 
pooling  and  thus  escape  the  earnings  di- 
lution of  a  write-off.  And  they  say 
there's  still  a  chance  to  qualify.  Outside 
observers  say  it's  not  clear  whether  NCR 
and  its  advisers  were  trying  to  sabotage 
a  pooling  with  the  dollar  dividend  or  sim- 
ply weren't  aware  of 
the  problem.  NCR  says  it 
was  just  trying  to  do 
something  nice  for  its 
shareholders. 

Some  investors  be- 
lieve that  Exley  will  cut 
a  deal  with  AT&T  just 
before  or  after  the  Mar. 
28  meeting.  Michael 
Barron,  an  attorney  for 
the  Gubelman  family, 
which  owns  650,000  NCR 
shares,  says  Exley  may 
conclude  that  he  can't 
continue  with  the  "Nan- 
cy Reagan  defense," 
which  consists  of  just 
saying  no.  "We  are  as- 
suming that  a  company 
of  the  size  and  stature 
of  AT&T  is  not  just  go- 
ing to  go  away  and  say: 
'Sorry,  just  kidding.'  " 
The  price?  From  $100  to 
$110  a  share,  predicts 
Coleman  M.  Brandt, 
vice-chairman  of  Leh- 
man Ark  Management 
Co.,  another  NCR  holder. 
Many  NCR  investors 
cash  out:  70$  tendered 
$90  level  in  an  earlier 
Brothers  Inc.  analyst 
says  he's  impressed 


are  ready  to 
shares  at  the 
round.  Salomon 
Steven  Milunovich 
by  NCR's  computer  strategy  but  doesn't 
think  it  would  generate  enough  earnings 
to  put  the  stock  much  above  $70  a  share 
by  the  end  of  1992  in  the  absence  of 
AT&T's  bid.  Few  investors  are  as  optimis- 
tic as  Labe,  Simpson  &  Co.  President 
Peter  Labe,  who  thinks  NCR's  stock 
could  be  trading  at  $120  by  the  end  of 
'92  and  that  tendering  at  $90  a  share,  or 
even  $100,  would  be  "stupid." 

That's  about  where  Exley  stands,  too. 
But  as  his  defenses  crumble,  he's  find- 
ing himself  in  a  shrinking  minority. 

By  Peter  Coy  in  New  York 
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GOVERNMENT 


QUAYLE  SAYS  THE  NOTION  HE  MIGHT  BE  LEFT  OFF  THE  TICKET  IS  "NONSENSICAL 


A  TALK  WITH  DAN  QUAYLE: 
'WASHINGTON  LOVES  A  FREE  LUNCH' 


The  Vice-President  discusses  Social  Security,  Star  Wars,  and  the  gulf 


espite  a  war  victory  that  sent 
Prcsido/f  Bush's  approval  rat- 
ing rocketing  skyward,  Dan 
Quayle's  ratings  remain  steadfastly 
earthbound.  The  Vice-President  has 
been  dutifully  following  the  Hush 
script  and  immersing  himself  in  task 
forces  on  government  red  tape  and 
space  exploration  while  keeping  up  a 
busy  schedule  of  Democrat-bashing 
road  trips.  Despite  it  all,  postwar  polls 
show  that  Quayle  hasn't  convinced 
many  America  us  oj  his  fitness  t<>  suc- 
ceed Has//.  In  a  recent  interview  in  his 
White  llonsc  office,  Quayle  met  with 
Washington  Hunan  Chief  Lee  Wal- 
czak  and  White  House  Correspondent 
Douglas  Harbrecht.  The  Vice-President 
la  Iked  n  p  the  /cork  of  Ins  Competitive- 
ness Council,  si  a  Hi)  the  Democrats 
i/ilh  a ii  uppercut  for  Questioning  the 
War  effort,  and  mulled  the 
i/n//  it  ii  i 's  implications  for  re- 
lations in  Hi  Japan,  lit  also 
brushed  aside  concerns  ex- 
pressed hi/  the  National  Acad- 
emy o/  Sciences  about  a  new 

space  station  design  In  cham- 
pioned. And  in  a  terse  reply 
in  his  critics,  Quayle  dis- 
missed speculation  thai  his 
spot  on  the  aoi'  ticket 
might  be  m  jeopardy. 


Q  As  chairman  of  the  White  House 
Competitiveness  Council,  can  you  point 
to  any  specific  things  that  your 
group  has  done  to  improve  American 
competitiveness? 

A  We  have  sent  a  very  good  message. 
We  are  serious  about  trying  to  create  a 
comfort  zone  of  regulation  in  which 
business  will  prosper.  We  have  looked  at 
a  number  of  regulations.  We  have  been 
able  to  bring  the  Administration  togeth- 
er on  regulating  biotechnology.  We  were 
directly  involved  in  [stopping]  a  recy- 
cling regulation  proposed  by  the  Envi- 
ronmental Protection  Agency.  We  for- 
mulated product-liability  legislation  last 
year.  .  .  .  We're  looking  at  litigation  re- 
form, at  the  telecommunications  indus- 
try, at  the  cost  of  capital.  So  we  will 
continue  to  be  active. 


*The  American  people 
know  who  wants  to  raise 
taxes  and  who  wants 
to  keep  taxes  down* 


Q  Do  you  think  it  will  be  a  problenfor 
the  U.  S.  if  Japan  gets  more  active  ly- 
ing into  the  biotech  industry? 

A  The  Japanese  recognize  the  vali 
investment  in  the  U.  S.,  but  becaus  of 
economic  limitations  down  the  road,  ley 
are  not  going  to  be  as  active  bumg 
American  industry  as  they  have  bee  in 
the  past.  Their  interest  rates  are  up 
yen's  value  is  different. . . .  There  ar  no 
longer  as  many  significant  and  lucrave 
targets  for  them  to  come  in  and  bu 

Q  You're  a  big  booster  of  a  ma 
space  station.  But  a  new  National  Aid- 
emy  of  Sciences  report  concludes  lat 
the  current  design  is  deeply  flawed,  se 
you  reconsidering  your  commitment 

A  We  considered  that  report  can 
but  it's  myopic.  The  space-station  re- 
sign provides  a  worthwhile  level  o 
entific  research.  But  the  station  has  th 
er  purposes:  maintaining  U.  S.  leader  up 
and  facilitating  future  manned  spa< 
ploration.  We're  satisfied  the  new  degn 
meets  all  requirements  for  a  bal 
space  program.  We're  sticking  withhe 
space  station. 

Q  Can  the  gulf  war  success  of  the 
ot  missile  rekindle  support  for  the 
tegic  Defense  Initiative? 

A  Many  on  Capitol  Hill  were  oppi  > 
the  Patriot  initially.  But  the  Amenan 
people  saw  what  the  Patriot  did  and  m 
that  ballistic  missiles  were  knocked  >ut 
of  the  air.  It's  going  to  take  thm  to 
change  Congress'  attitude.  But  [therds] 
renewed  interest  in  SDI. 

Q  Last  year,  the  President  agree* 
budget  deal  that  will  boost  taxi 
about  $160  billion.  Does  Bush's  alut- 
face  on  taxes  rob  Republican  candi 
of  their  cherished  antitax  plank? 

A  The  American  people  know 
wants  to  raise  taxes  and  who  want  to 
keep  taxes  down.  The  Republican  1  I 
has  always  been  the  party  advancing  he 
idea  that  low  taxes  are  the  [key  to]  v 
nomic  growth.  .  .  .  The  Dti 
crats  are  for  higher  taxes  nd 
bigger  government. 

Q  Senator  Robert  Kasten 
Wis.  ]  has  joined  Senator  Daiel 
Moynihan  [D-N.  Y.]  on  a  ro- 
posal  to  slash  Social  Secuty 
payroll  taxes.  This  idea  doe.i  t 
fit  the  Democratic  mold  ou 
just  described.  Why  do  yoi  op- 
pose it? 


2CHU::iNI  SS  Wl  I  K/AI'HH  I,  '  


When  you  start  messing  around  with 
icial  Security,  you  are  playing  with 
■e.  The  Social  Security  system  is  now 
f  budget.  People  see  the  surpluses  and 
el  there  is  a  free  lunch  to  be  had. 
ashington  loves  a  free  lunch.  Wash- 
ijton  loves  to  do  things  that  may  be 
nsidered  politically  right  but  are  eco- 
jmically  wrong  for  the  country.  And  if 
u  are  going  to  actually  cut  Social  Se- 
rity  taxes,  I  want  to  know  what  bene- 
s  are  going  to  be  cut. 

Is  it  fair  to  attack  Democrats  for 
eir  vote  against  the  use  of  force  in  the 
irsian  Gulf? 

You  know  what  it's  a  question  of? 
.dgment.  The  Democrat  leadership 
ide  an  erroneous  judgment  about  a 
ry  important  national  security  issue, 
•e  they  to  be  held  accountable  for  their 
igment?  I  would  certainly  hope  so. 

You  counseled  the  President  to  walk 
r&y  from  the  budget  agreement  last 
ar  rather  than  accept  higher  taxes, 
ven  the  fact  that,  even  with  the  deal, 
;  have  a  S300  billion  deficit,  can  you 
11  justify  that  position  today? 

We  will  live  by  the  budget  agreement. 
ie  most  important  aspect  of  the  agree- 
ing I  think,  is  the  new  spending  caps, 
ie  agreement  was  in  the  long-term  in- 
rests  of  the  country. 

In  light  of  Tokyo's  reluctance  to  join 
e  allied  war  effort  in  the  gulf,  has  the 
Iministration  been  rethinking  the  U.  S. 
lationship  with  Japan? 

The  relationship  is  important.  Do  we 
ink  Japan  should  do  more  in  the  area 
international  responsibility?  Certainly, 
lere  is  a  perception  that  because  Japan 
1  not  send  military  forces,  there  was  a 
:k  of  commitment  to  the  coalition.  I 
)uld  point  out  that  their  89  billion  con- 
bution  was  quite  significant,  and  it 
in't  come  without  a  political  price  in 
pan.  There  are  some  more  things  that 
uld  be  done.  We  would  like  stronger 
operation  on  foreign  assistance.  We 
)uld  like  them  to  open  the  door  more 
market  access. 

Polls  suggest  that  you  could  be  a  sig- 
:icant  liability  to  the  GOP  ticket.  Have 
u  ever  thought  of  stepping  down? 

I  view  that  as  a  nonsensical  and  hypo- 
etical  situation.  I  try  not  to  pay  too 
ach  attention  to  nonsense. 

Is  that  a  no? 

You  can  interpret  it  any  way  you 
int.  I  don't  know  how  much  more  di- 
et I  can  be. 


Commentary/by  Paul  Magnusson 

BUSH  JUST  MIGHT  BUY  THIS  PLAN— 
IF  NO  ONE  CALLS  IT  'INDUSTRIAL  POLICY' 


►  Structural  ceramics 


►  Memory  chips 


Four  years  ago,  retired  Admiral 
Bobby  R.  Inman  dropped  in  on 
Vice-President  George  Bush  to 
chat  with  his  old  CIA  colleague,  and  the 
issue  of  U.  S.  competitiveness  came  up. 
"How."  Inman  recalls  Bush  asking, 
"can  politicians  like  me  get  it  into 
terms  that  can  be  understood?  How  do 
we  make  it  sound-bite-sized?"  Inman 
took  up  the  challenge.  And  on  Mar.  20, 
the  Council  on  Competitiveness,  an  in- 
dustry -academia-labor  group  of  which 
Inman  is  leader,  pub- 
lished a  report  advo- 
cating a  decidely  un- 
Bushian  linkage:  A 
partnership  of  gov- 
ernment and  busi- 
ness to  boost  Ameri- 
ca's eroding  indus- 
trial strength. 

Sorry,  Mr.  Presi- 
dent: The  topic  still 
won't  fit  on  bumper 
stickers.  And  the  re- 
port's recommenda- 
tions raise  the  "in- 
dustrial policy"  red  flag  among  some 
White  House  free-marketeers.  Says 
one  top  Administration  official,  refer- 
ring to  the  report's  authors:  "They 
have  a  stronger  view  of  what  govern- 
ment should  do  than  we  have." 
■not  encouraging.'  Still,  there's  rea- 
son to  believe  the  report  may  yet  draw 
notice  in  the  right  places.  The  U.  S.  is 
riding  a  wave  of  euphoria  over  its  high- 
tech victory  in  the  gulf,  which  makes 
all  things  techie  hot  right  now.  At  the 
same  time,  U.  S.  industry  is  increasing- 
ly worried  about  falling  behind  Japan 
and  Europe  in  commercial  innovation. 

That  concern  is  justified,  according 
to  Inman  &  Co.  (table).  America  is 
stumbling  worst  in  technological  areas 
where  large  capital  investments  are  re- 
quired, such  as  flat-panel  displays,  and 
where  foreign  governments  are  sup- 
porting and  protecting  their  own  indus- 
tries, such  as  memory  chips.  "The  U.  S. 
is  deteriorating  in  many  technologies, 
and  future  trends  are  not  encourag- 
ing," warns  Erich  Bloch,  former  direc- 
tor of  the  National  Science  Foundation 
and  one  of  the  study's  authors. 

The  report's  technique  may  give  it 
more  credibility  than  past  efforts.  It 
incorporates  research  by  Japan's  Minis- 
try of  International  Trade  &  Industry 
and  by  a  European  Community  tech- 
nology task  force.  It  finds  unanimous 


WHERE  THE  U.S. 


agreement  that  what  drives  economic- 
growth  is  a  handful  of  critical  technol- 
ogies: advanced  structural  materials, 
biotechnology,  microelectronics,  com- 
puters, and  software. 

What's  more,  the  authors  of  the  re- 
port wisely  decided  not  to  recommend 
simply  throwing  more  federal  dollars 
at  the  problem.  They  note  that  the 
government's  role  is  largely  limited 
to  sponsoring  research,  educating  its 
citizens,  and  creating  investment  in- 
centives. The  study 
puts  much  of  the 
onus  on  business  to 
do  the  rest,  "match- 


►  Gallium  arsenide  chips 


►  Flat-panel  displays 

►  Advanced  metals 

►  Scientific  instruments 


DATA:  COUNCIL  ON  COMPETITIVENESS 


ing  or  surpassing 
the  best  commercial- 
ization practices  of 
their  competitors." 
Meanwhile,  U.  S.  in- 
dustry and  universi- 
ties are  urged  to 
forge  closer  ties  to 
enhance  the  nation's 
industrial  competi- 
tiveness, rather  than 
just  reveling  in  basic  research  for  its 
own  sake. 

focused  r&d.  The  Administration 
hasn't  ignored  research  and  develop- 
ment, particularly  big-ticket  items  such 
as  a  high-speed  national  computer  net- 
work, a  Superconducting  Supercollider, 
and  the  Human  Genome  project.  But 
the  report  says  the  effort  needs  to  be 
more  focused  on  the  sorts  of  generic, 
"precompetitive"  R&D  that  small  and 
medium-size  companies  can  convert 
into  salable  products. 

The  U.  S.  government  and  industry 
combined  still  spend  more  than  any 
other  nation  on  R&D.  The  problem  is, 
many  of  the  projects  are  impractical. 
For  example,  the  bulk  of  the  $7  billion 
in  Energy  Dept.  research  is  done  in  the 
department's  labs,  largely  isolated 
from  U.  S.  industry.  What's  needed  is 
an  approach  more  like  Japan's.  Tokyo 
invites  industry  to  help  design  research 
for  maximum  market  impact.  Compa- 
nies share  in  the  discoveries,  then  com- 
pete in  product  development. 

Despite  industrial  policy  phobias,  the 
Bush  Administration  is  showing  flexi- 
bility. It  budgeted  a  14%  increase  in  its 
applied  R&D  budget  last  year  and  fund- 
ed research  in  such  fields  as  flat-panel 
displays  and  X-ray  lithography.  That's 
a  signal  that  this  report  might  not  be 
tossed  on  a  dusty  shelf. 
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Business  Week/Harris  Poll 


AMERICANS  RESENT  JAPAN'S  NO-SHOW  IN  THE  GULF 


■  raq  may  have  lost  the  shooting  war,  but  Ja- 
I  pan  lost  the  public  relations  war.  Fully  73% 
of  the  American  public  believes  Japan  got  away 
without  contributing  its  fair  share  to  coalition 
forces  in  the  gulf.  And  although  Germany 
pledged  only  half  as  much  money  as  Japan  to 
the  war  effort,  Japan  consistently  fares  worse 
than  Germany  on  several  war-related  issues. 
Only  46%  of  the  public  feels  Germany  did  not 
do  its  fair  share,  the  same  percentage  that  wants 


tougher  trade  policies  with  Germany  in  the  war's 
aftermath.  In  contrast,  68%  would  like  a  harder 
line  on  trade  with  Japan  for  its  behavior  during 
the  war,  and  64%  say  they  are  less  likely  to  buy 
Japanese  products.  Only  28%  admire  Japan's 
economic  success  a  great  deal.  That's  more  than 
for  Germany,  but  sharply  down  from  the  49% 
the  last  time  we  asked  that  question  in  1989. 
And  Germany  ranks  higher  as  a  foreign  policy 
partner  for  the  U.  S. 


RATING  SUCCESS  AND  LEADERSHIP 

■  How  much  admiration  do  you  have  for...? 


A  great 
deal 

Some 

Not 

very 
much 

None 
at  all 

Not 

sure 

Japan's  economic  success 

.  .  .  28%  . 

.  41%. 

.  13%. 

.  15%. 

.3% 

Germany's  economic 
success   

16%. 

.  46%. 

.  19%. 

15%. 

.4% 

Japan  as  a  real  world 
leader  

9%. 

.  34%. 

30% 

.  25%. 

.2% 

Germany  as  a  real  world 
leader  

7%. 

.  35%. 

.  33% . 

.  24%. 

.  1% 

JAPAN  DIDN'T  CARRY  ITS  WEIGHT  . . . 

■  Japan  gets  60%  of  its  oil  from  the  Persian  Gulf.  It  pledged  $13 
billion  to  help  cover  costs,  but  sent  no  troops  or  military  equipment 
to  support  the  coalition  forces  in  the  Persian  Gulf.  Do  you  think 
this  was  a  sufficient  contribution,  or  did  the  Japanese  get  away 
without  contributing  their  fair  share? 

Sufficient  contribution   22% 

Got  away  without  contributing  their  fair  share  73% 

Not  sure  5% 

...  BUT  GERMANY  IS  ANOTHER  STORY 

■  Germany  gets  10%  of  its  oil  from  the  Persian  Gulf.  It  pledged 
$6.5  billion  and  sent  materiel  and  a  squadron  of  fighter  planes 
that  did  not  see  combat.  Do  you  think  this  was  a  sufficient  contri- 
bution, or  did  the  Germans  get  away  without  contributing  their 
fair  share? 

Sufficient  contribution   47% 

Got  away  without  contributing  their  fair  share  46% 

Not  sure  7% 

RIPPLES  FROM  THE  GULF 

■  Did  what  happened  in  the  Persian  Gulf  cause  you  to  think  more 
positively  or  more  negatively  about  .  .  .  ? 


Japan  .  .  . 
Germany 


More 

More 

No 

Not 

positively 

negatively 

change 

sure 

 11%. 

 56%  . 

....  28% .  .  .  . 

5% 

 28% . 

 35% .  . 

.  .  .  .31%.  .  .  . 

 6% 

Economic  threat 

from  Japan  72% 

Soviet  military  threat  .  .  20% 

No  difference  5% 

Not  sure  3% 


Edited  by  Christopher  Power 


Poll  of  1,255  adults  conducted  Mar.  15-19  for  BUSINESS  WEEK  by 
Louis  Harris  &  Associates  Inc.  Results  should  be  accurate  to  within 
three  percentage  points. 


FROM  HARD  FEELIHGS  TO  A  HARD  LINE 

■  Would  you  like  to  see  the  U.  S.  take  a  tougher  line  on  trade  with 
each  of  the  following  countries  for  its  failure  to  do  more  to  help 
the  coalition  in  the  gulf,  or  not? 

Take  a  Not  take  a  Not 

tougher  line         tougher  line  sure 

Japan   68%  28%   4% 

Germany   46%  47%   7% 


TO  BUY  OR  NOT  TO  BUY 

■  Considering  the  behavior  of  each  of  the  following  countries,  are 
you  more  or  less  likely  to  buy  products  made  in  .  .  .? 

More  Less  No  Not 

likely  likely         change  sure 

Japan  7%  64%  27%  2% 

Germany  16%  52%  31%  1% 

WHOM  CAN  WE  COUNT  ON? 

■  How  reliable  a  partner  do  you  feel  each  of  the  following  coun- 
tries is  for  the  U.  S.  in  carrying  out  our  objectives  in  foreign  policy: 
highly  reliable,  somewhat  reliable,  not  very  reliable,  or  not  reli- 
able at  all? 

Not 

Highly  Somewhat    Not  very      reliable  Not 
reliable      reliable      reliable  at  all  sure 

Japan   4%  47%  31%   15%  3% 

Germany   7%  59%  21%  9%  4% 

WHERE  THE  REAL  THREAT  LIES 

■  If  you  had  to  say,  which  do  you  now  think  is  a  more  serious 
threat  to  the  future  of  this  country — the  military  threat  from  the 
Soviet  Union  or  the  economic  threat  from  Japan  or  Germany? 

Economic  threat 

from  Germany  34% 

Soviet  military  threat  .  .  .  54% 

No  difference  6% 

Not  sure  6% 
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ETROIT:  'IT'S  GONE  FROM 
ISASTROUS  TO  MERELY  AWFUL' 


nsumers  feel  better,  but  carmaker  headaches  aren't  going  away  soon 


TOTAL 
JAPANESE 

13.5?' 


TOTAL 
EUROPEAN 

-28.9% 


Har  salespeople  are  inveterate  opti- 
mists. Just  listen  to  Gary  J.  Leh- 
0  man,  general  manager  at  Lupient 
ick  in  Minneapolis.  Sure,  March  sales 
off  257o  from  last  year.  But  Lehman 
s  a  silver  lining.  More  people  are  tak- 
cars  out  for  a  spin,  rather  than  just 
king  tires.  Better  yet,  more  browsers 
e  bothering  to  ask  for  a  price." 
Vith  the  auto  industry  suffering  its 
rst  slump  in  a  decade,  Lehman  isn't 
only  one  grasping  for  signs  of  a 
naround.  Yet  despite  a  few  rays  of 
>e,  the  lingering  credit  crunch  and 
leral  economic  woes 
an  a  rebound  in  auto 
3s  isn't  likely  before  the 
ond  half — if  then.  Car 
es  are  ticking  up  from 
els  just  before  the  gulf 
r,  but  not  much.  As 
rysler  Corp.  Vice-Chair- 
n  Robert  S.  Miller  Jr. 
s  it:  "It's  gone  from  di- 
trous  to  merely  awful." 
jetroit,  in  fact,  is  rack- 
'  up  its  biggest  quarter- 
losses  ever.  "As  sure  as 
are  sitting  here,  we'll 
lose  $3  billion  in  the    j  L 


first  90  days"  of  the  year,  Chrysler 
Chairman  Lee  A.  Iacocca  told  the  De- 
troit Free  Press  on  Mar.  12.  That  would 
bring  the  collective  losses  of  General 
Motors,  Ford,  and  Chrysler  to  $5  billion 
for  the  six  months  ending  Mar.  31.  To  be 
sure,  profitable  foreign  and  nonauto  op- 
erations help  stem  the  red  ink.  The  Big 
Three  will  hold  their  losses  to  a  com- 
bined $2.1  billion  for  the  year,  predicts 
PaineWebber  Inc.  analyst  Ann  C. 
Knight.  But  that's  hardly  stellar. 

And  this  time,  Japan's  carmakers  are 
hurting,  too.  Sales  of  Japanese  cars  and 


CONSUMERS  ARE  IN 
BETTER  SPIRITS... 


.BUT  THEIR  WALLETS 
STILL  FEEL  THIN 


CONSUMER 
SENTIMENT 
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light  trucks  in  the  U.  S.  fell  13.5%  in 
January  and  February — the  first  sharp 
drop  ever  (table).  Japanese  makers 
thrived  in  past  downturns,  when  gaso- 
line prices  soared.  But  this  time,  gas 
prices  have  stayed  low,  and  everyone  is 
getting  clobbered.  Honda  Motor  Co.,  Ja- 
pan's leader  in  the  U.  S.,  had  a  22%  drop. 
That  will  be  enough  to  hand  Honda  a 
down  year  for  1991,  even  though  it  sees 
sales  rising  from  here  on  out.  To  help 
put  zip  in  sales  of  its  Accord,  last  year's 
best-selling  model  in  the  U.  S.,  Honda 
boosted  dealer  incentives  as  high  as 
$900,  up  from  $300  in  February. 
thinking  American.  Such  heavy,  un- 
precedented discounting  is  slicing  into 
Japanese  margins.  Yoshikazu  Hanawa, 
an  executive  managing  director  with 
Nissan  Motor  Co.,  estimates  that  Japa- 
nese carmakers'  collective  profits  in  the 
U.  S.  are  down  about  10%  so  far  this 
year.  And  with  the  car  market  slumping 
in  Japan,  pressure  is  building  on  some 
smaller  companies  to  drop  out.  Even  in  a 
more  buoyant  market,  for  instance,  Su- 
baru parent  Fuji  Heavy  Industries  Ltd. 
blamed  poor  U.  S.  sales  for  its  $187.5 
million  loss  in  the  fiscal  year  ended  in 
March,  1990.  The  rich,  meanwhile,  get 
richer.  Toyota  Motor  Corp.  predicts  it 
will  sell  1  million  cars  and  trucks  in  the 
U.  S.  in  1991— up  just  0.6%  from  1990 
but  up  nonetheless.  Mazda  Motor  Corp. 
and  Mitsubishi  Motors  Corp.  are  doing 
well,  too. 

Detroit  took  heart  when  consumer 
confidence  turned  around  rapidly  in  ear- 
ly March,  according  to  preliminary  fig- 
ures compiled  by  the  University  of  Mich- 
igan's Institute  for  Social  Research.  The 
institute  hasn't  released  its  latest  read- 
ing to  the  public,  but  Prudential  Securi- 
ties Inc.  reports  that  the  institute's  con- 
sumer-sentiment index,  which  tumbled 
from  88.2  last  July  to  70.4  in  February, 
spurted  to  88  in  early  March  (chart). 
What's  more,  car  buyers  may  be  more 
inclined  to  buy  American.  In  a  BUSINESS 
WEEK/Harris  Poll  (page  28),  647'  of 
those  queried  say  the  war  left  them  less 
likely  to  buy  Japanese  products. 

That  finding  wouldn't  surprise  Glenn 
S.  Ritchey  of  Daytona  Beach,  Fla.,  who 
owns  seven  domestic  and 
Japanese  dealerships. 
"Now,  I  think  more  people 
will  think  about  buying  do- 
mestic," he  says.  Ritchey 
is  hoping  to  put  his  money 
where  his  mouth  is  by  add- 
ing two  new  "import  kill- 
er" Saturn  outlets  to  the 
one  that  he  now  owns. 

In  the  current  environ- 
ment, however,  auto  mak- 
ers aren't  popping  any 
corks.  "Consumer  confi- 
dence may  be  up,  but  con- 
sumers don't  have  any 

•SEASONALLY  ADJUSTED 
ANNUAL  RATES 
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money,"  says  William  E.  Odom,  Ford 
Motor  Credit  Co.  chairman.  Auto  repos- 
sessions jumped  64''  in  1990,  to  1.18$  of 
the  value  of  outstanding  auto  loans,  ac- 
cording to  a  preliminary  survey  by  the 
Consumer  Bankers  Assn. 

No  wonder  lenders  are  gun-shy.  In 
Boston  recently  for  an  auto-finance  con- 
ference, bankers  huddled  in  seminars 
with  such  titles  as  "Collections  in  a  Re- 
cessionary Environment:  A  Strategic  Ap- 
proach." Dealers  are  turning  more  to 
the  carmakers'  finance  companies — but 
credit  is  tightening  up  there,  too.  One 
result:  An  estimated  30$  to  35?<  of  all 
car-loan  applicants  are  being  turned 
down,  compared  with  10' ;  to  15%  in 
more  normal  times,  says  Thomas  Webb, 
chief  economist  for  the  National  Auto- 
mobile Dealers  Assn. 

War  and  recession  aside,  some  of  De- 
troit's worst  woes  are  self-induced.  To 
pump  up  volume,  the  Big  Three  have 
heavily  subsidized  sales  to  rent-a-car 
companies.  But  now  the  tactic  is  backfir- 
ing: Rental  cars  are  coming  up  for  re- 
sale at  cut-rate  prices  after  as  little  as 
five  months,  competing  with  new  cars. 
For  instance,  John  Hynansky,  owner  of 
Winner  Group  Inc.,  a  big  Wilmington 
(Del.)  dealer  that  sells  everything  from 
Fords  and  Lincolns  to  Mitsubishis  and 
Nissans,  figures  he  can  buy  a  six-month- 
old  Ford  Taurus  out  of  a  rental  fleet 
for  §8,000  or  less  and  resell  it  for 
around  $9,000.  The  car  would  cost 
$12,000  new. 

used  boom.  To  give  new  cars  more 
breathing  room.  Ford  and  GM  recently 
started  pressuring  rental  companies  to 
keep  cars  in  service  longer.  But  that 
won't  keep  people  from  buying  other 
kinds  of  used  cars,  which  they've  been 
doing  in  record  numbers.  And  Clifton  E. 
Haley,  chairman  of  Budget  Rent  a  Car 
Corp.,  says  he  may  just  buy  more  Euro- 
pean models  and  fewer  Fords,  even 
though  Ford  is  a  big  Budget  investor. 

The  upshot:  not  much  relief  in  sight 
for  Detroit.  Despite  the  sales  slump,  Ja- 
pan's share  of  the  U.  S.  car  and  light- 
truck  market  notched  up  more  than  a 
point  in  January  and  February — to 
25.3' ' ,  if  you  count  Japanese  models  that 
Detroit  sells  under  its  own  brands.  Even 
the  beleaguered  Europeans'  market 
share  is  holding  steady,  at  about  3%.  So 
if  new-car  sales  do  rise  gradually  late 
this  year,  there's  no  guarantee  that  the 
Big  Three  will  be  big  winners.  That 
makes  talk  of  a  strong  turnaround  any- 
time soon  about  as  believable  as  that  old 
used-car-lot  saw:  "This  cream  puff  has 
only  been  driven  to  church  and  back  on 
Sundays." 

By  James  B.  Treece,  with  David  Wood- 
ruff, in  Detroit,  Geoffrey  Smith  in  Boston, 
and  Karen  Lowry  Miller  in  Tokyo 


REGULATORS  I 


THIS  LOBBYING  CAMPAIGN 
WON'T  WIN  ANY  OSCARS 


The  fight  over  the  FCC's  TV  syndication  rules  reached  new  lows 


■  n  the  spring  of  1989,  Andrew  C.  Bar- 
I  rett's  name  started  to  float  around 
H  Washington  as  a  candidate  for  the 
Federal  Communications  Commission. 
Barrett,  then  an  obscure  GOP  member  of 
the  Illinois  Commerce  Commission, 
hadn't  even  been  contacted  by  Bush  Ad- 
ministration recruiters  when  he  received 
literature  from  the  movie  industry  about 
a  topic  dear  to  its  heart:  TV  syndication 
rights. 

Jack  Valenti,  the  canny  president  of 


COMMISSIONER  BARRETT  IS  THE  STUDIOS'  SWING  VOTE 


Although  the  matter  was  pulled  fron 
the  FCC's  Mar.  14  agenda,  a  prostudie 
proposal  by  Barrett  has  the  backing  of  ; 
majority  of  the  five-member  commission 
including  Ervin  S.  Duggan  and  Sherri( 
P.  Marshall.  Intense  behind-the-scenes 
negotiations  are  under  way  to  forge 
compromise  palatable  to  Chairman  Al 
fred  C.  Sikes  and  Commissioner  James 
H.  Quello,  who  want  to  phase  out  the 
rules.  But  unless  the  Barrett  initiative  i: 
changed  radically.  Hollywood  will  come 
away  with  far  more 
protection  than  anyone 
expected. 

hardball.  The  so-callec 
"fin-syn"  lobbying  wai 
provides  a  revealing 
glimpse  of  power  poli- 
tics, Washington-style 
With  truckloads  of  mon- 
ey at  stake,  both  sides 
sought  an  edge  wherev- 
er possible.  Yet  more 
often  than  not,  hardball 
tactics  boomeranged, 
turning  the  struggle  [i 
into  the  Ishiar  of  lobby- 
ing campaigns — a  cost- 
ly, overblown  embar- 
rassment. "The  level  of 
lobbying  tactics  has 
evolved  to  one  of  the  £ 
lowest  that  I've  ever 
seen,"  sighs  Marshall. 

For  months,  the  net- 
works were  the  odds-on 


the  Motion  Picture  Association  of  Ameri- 
ca, knew  that  the  networks  were  gear- 
ing up  a  lobbying  blitz  to  repeal  the 
rules  that  limit  their  entry  into  the  S3 
billion-a-year  syndication  business,  now 
dominated  by  Hollywood  studios.  When 
a  puzzled  Barrett  called,  Valenti  was 
only  too  happy  to  help  him  bone  up  on 
the  issue. 

It  was  one  of  the  few  ploys  that  didn't 
backfire  in  the  latest  round  of  the  two- 
decade  war  between  Hollywood  and  the 
networks  over  the  financial  interest  and 
syndication  rules,  which  limit  network 
financing  of  prime-time  shows — and 
deny  them  the  fat  profits  that  can  be 
gained  from  reruns.  Aided  by  the  FCC's 
Barrett  and  deep  fissures  within  the 
commission,  Tinseltown  is  on  the  verge 
of  a  stunning,  come-from-behind  victory 
over  the  networks. 


favorite  to  win.  Their  position  dovetailed 
with  the  deregulatory  philosophy  of  the 
White  House  and  the  Justice  Dept.'s 
Antitrust  Div.  They  believed  that  since 
the  networks'  market  power  was  steadi- 
ly eroding,  there  was  no  danger  in  allow- 
ing them  to  finance  more  programming 
In  fact,  they  posited  that  competition 
would  increase  if  the  nets  were  allowed 
into  the  game. 

But  the  networks  overplayed  then- 
hand,  using  less-than-subtle  tactics  that 
wound  up  alienating  the  very  people 
they  were  courting.  NBC  Inc.  hired  for- 
mer Illinois  GOP  Governor  James  R. 
Thompson  to  lobby  Barrett,  whom 
Thompson  had  appointed  to  his  state  po- 
sition. But  Barrett  declined  even  to  go  to 
dinner  with  Thompson.  Barrett  and 
some  other  commissioners  considered  it 
unseemly  that  "Big  Jim"  should  even 
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Who  just  fit 
Mainframe  Power 
in  a  pizza  box? 
Data  General  presents 

the  AViiON  7000 
and  8000  systems. 
(Ready  for 
delivery  today!) 


C  1991  DATA  GENERAL  CORPORATION 


We've 
just  sliced 
mainframe 
p<  >u  er 
down  to  size. 

Data  Generals  AVii(  )N  7000  and  8000  systems 
have  1 17  MIPS  of  mainframe  power  that  fits  in  a  pizza  box! 
That's  right.  The  brains  of  these  next-generation  Open  Systems 
occupy  the  same  space  as  your  basic  large  pie. 

Thanks  t(  1 1  mr  new  disk  array  technol<  »gy, 
you  can  get  an  amazing  48  gigabytes  of  storage 
on  fault  tolerant  disks.  Best  of  all.  this  mainframe  power  is  yours 
fur  a  price  starting  at  less  than  $100,000- 
and  it's  available  right  now '  And  we  don't  scrimp  on  softw  are 
These  binary  compatible  l  'M\-based  systems 
support  all  the  leading  databases, 
business  applications  and  communications  software. 
Through  advanced  symmetric  multiprocessing. 

AViiON  offers  large  scale  commercial  system 
performance  that  used  to  take  up  a  whole  room. 
With  both  our  AViiON  Open  Systems  or  our 
ECLIPSE  Family.  Data  General's  22  years  of  mastering 
technology  has  been  making  life  easier 
for  a  lot  of  people.  Now  it's  vour  turn. 
For  more  information  call  1-800-DATA  GEN. 


attempt  to  influence  a  former  state 
employee. 

Network  lobbyists  made  matters 
worse  by  hinting  darkly  to  reporters 
that  Commissioner  Marshall  was  tilting 
toward  Hollywood  because  she  was  an- 
gling to  peddle  to  the  studios  two  scripts 
she  had  written  in  her  spare  time  when 
she  was  a  lawyer  in  private  practice. 
Marshall  heatedly  denies  the  charge. 
magic  words.  Hollywood  was  hardly 
more  graceful,  succeeding  at  times  only 
in  bringing  down  the  wrath  of  official 
Washington.  Wavering  commissioners 
were  wined  and  dined  and  invited  on 
glitzy  studio  tours.  At  one  meeting  in 
the  Century  City  (Calif.)  studios  of  20th 
Century  Fox  Film  Corp.,  recalls  Barrett, 
the  studio's  owner,  News  Corp.  Chair- 
man Rupert  Murdoch,  put  off  a  Barrett 
aide  by  doodling  idly  during  a  presenta- 
tion. The  onlv  time  Murdoch  showed  in- 


terest in  the  proceedings  was  when  he 
looked  up  upon  hearing  the  magic  words 
"return  on  investment." 

Even  minor  early  victories  slipped 
away.  When  the  Economic  Report  of  the 
President  earlier  this  year  plugged  the 
idea  of  a  rollback  of  the  FCC  regulations. 
Hollywood  called  on  Washington  heavy- 
weights to  help  fight  back.  The  studios 
enlisted  former  Reagan  White  House  of- 
ficial Kenneth  Duberstein  and  former 
Bush  Chief  of  Staff  Craig  Fuller  to  get 
the  White  House  to  back  off.  The  White 
House  then  issued  a  more  neutral  state- 
ment. But  when  a  Los  Angeles  Times 
story  suggested  that  Valenti's  clout  led 
Chief  of  Staff  John  H.  Sununu  to  order 
the  policy  shift,  an  embarrassed  Sununu 
fired  off  a  letter  to  Congress  saying  the 
FCC  should  follow  the  President's  dereg- 
ulation philosophy. 

In  the  end,  however,  the  commission- 


ers may  defy  Bush's  chief  of  staff.  Anc 
their  reasons  for  torpedoing  the  net- 
works' best-laid  plans  could  have  as 
much  to  do  with  personality  clashes 
within  the  FCC  as  with  free-market  ideol- 
ogy. The  pro-Hollywood  majority  is  chaf- 
ing under  what  it  considers  Sikes's  ty- 
rannical rule.  "If  he  insists  on  being  a 
CEO  who  hurls  thunderbolts  from  Mount 
Olympus  and  precooks  decisions,  it  will 
be  a  most  unpleasant  four  or  five 
years,"  says  one  commissioner. 

Sikes  concedes  that  there's  friction 
over  the  syndication  issue  but  says  he  is 
confident  it  won't  "slop  over"  into  other 
matters.  How  much  progress  he  makes 
in  repairing  the  damage  will  be  clea: 
when  the  next  episode  of  the  fin-syn 
miniseries  airs,  probably  on  Apr.  9.  But 
right  now,  the  quick  fix  the  networks 
lobbied  so  hard  for  is  nowhere  in  sight. 

By  Mark  Lewyn  in  Washington 


CORPORATE  SPYING  I 


DUMPSTER  RAIDS?  THAT'S  NOT 
VERY  LADYLIKE,  AVON 


Man'  Kay  is  seeing  hot  pink  over  its  rival's  espionage  tactics 


Since  Mary  Kay  Corp.  first  ap- 
proached Avon  Products  Inc. 
about  a  merger  three  years  ago, 
Avon's  sleuths  have  been  digging  for 
dirt.  Sources  close  to  Dallas-based  Mary 
Kay,  best  known  for  the  pink  Cadillacs  it 
awards  star  salespeople,  say  Avon's  op- 
eratives have  grilled  associates  of  top 
officers,  followed  execs  overseas,  and 
spread  harmful  rumors  about  Avon's 
chief  rival  in  direct  sales  of  beauty  prod- 
ucts. Nonsense,  says  Avon. 

Now.  Mary  Kay  sniffs,  the  Avon  Lady 
has  simply  gone  too  far  in  fending 
off  takeover  advances.  She's  been 
pawing  through  the  Woman  in 
Pink's  trash.  "We  are  outraged," 
complains  John  P.  Rochon.  vice- 
chairman  of  privately  held  Mary  Kay 
and  head  of  an  affiliate  that  man- 
ages Mary  Kay's  Avon  stake.  "Our 
privacy  has  been  invaded." 
roll  'EM.  Avon's  investigators,  Kroll 
Associates,  admit  they  hired  Dallas 
gumshoes  to  carry  out  the  deed. 
Chief  investigator  Jules  B.  Kroll 
says  his  detectives  did  no  illegal  or 
inappropriate  work  for  Avon.  They 
even  videotaped  the  Dumpster  to 
prove  it  was  in  a  public  parking  lot. 
Says  rival  Ira  A.  Lipman,  head  of 
Memphis-based  Guardsmark:  "If  you 
want  to  win,  you'll  resort  to  any- 
thing. Winners  go  for  the  garbage." 
Marv  Kav's  trash  soon  will  be  un- 


der the  scrutiny  of  Sullivan  &  Cromwell, 
Avon's  tony  Manhattan  law  firm.  In  a 
court  filing,  attorney  D.  Stuart  Meikle- 
john  conceded  the  trash-snatching  "is  a 
departure  from  the  discovery  methods 
ordinarily  employed  by  our  firm."  But 
he  claims  Mary  Kay  was  trying  to  de- 
stroy possible  evidence  in  a  court  case. 
Mary  Kay  denies  this. 

All  this  dirty  work  stems  from  Mary 
Kay's  lengthy  efforts  to  gain  control  of 
$3.5  billion  Avon.  After  Avon  fought  off 
two  takeover  bids  in  1989,  Marv  Kav 
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joined  forces  with  other  investors  to 
amass  a  19.8^  voting  stake  in  Avon.  The 
company's  poison  pill  blocked  the  part- 
nership, Chartwell  Associates  L.  P. 
from  buying  more  stock.  So  when  Mary 
Kay  suddenly  split  from  Chartv/ell  in 
January,  Avon  was  understandably  sus- 
picious. It  sued,  accusing  the  partners  of 
trying  an  end  run.  On  Mar.  14,  Chartwell 
sold  most  of  its  Avon  shares.  Rochon 
and  a  Mary  Kay  affiliate  still  hold  3%  of 
the  votes  and  insist  they  won't  bail  out. 
PAPER  TRAIL.  If  that's  true,  .Mary  Kay 
likely  hasn't  seen  the  last  of  Kroll.  A 
lawyer  for  Mary  Kay,  David  C.  Mussle 
white,  says  the  company  never  thought 
Avon  would  stoop  so  low  as  to  rifle  the 
trash.  He  says  Avon  also  has  handwrit- 
ten notes  Mary  Kay  execs  last  saw  in 
their  offices  in  mid-February.  The  notes 
popped  up  in  recent  depositions  in  the 
suit  involving  Chartwell — alerting  Mary 
Kay  to  the  plunder  of  the  Dumpster. 
For  all  of  the  fuss,  no  one  knows 
just  what  the  private  eyes  snatched 
during  three  visits  to  the  Dumpster. 
Most  of  the  haul  was  paper  that  had 
been  shredded,  and  Avon's  lawyers 
haven't  yet  pieced  the  shreds  togeth- 
er. When  they  do,  thanks  to  a  court 
approved  agreement,  Mary  Kay  has 
the  right  to  be  there  and  can  even 
videotape  the  stirring  events.  None- 
theless, Mary  Kay  wants  its  garbage 
back — and  it's  suing  for  damages. 

Until  it  prevails,  Mary  Kay  has 
beefed  up  security  near  the  Dump- 
ster. And  executives  are  looking 
over  their  shoulders.  When  a  friend 
ly  squirrel  peered  into  a  window  on  a 
recent  afternoon,  one  Mary  Kay  ad- 
viser joked:  "It  might  be  Avon's 
'squirrel  cam.'  "  You  never  know. 

By  Wendy  Zellner  in  Dallas  and 
Bruce  Hager  in  New  York 
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A  HIGH  COURT  RULING 
ON  HAZARDOUS  WORK 


►  On  Mar.  20,  in  one  of  the 
most  closely  watched  busi- 
ness cases  of  the  current 
term,  the  U.  S.  Supreme 
Court  ruled  unanimously  that 
a  Milwaukee  company's  policy 
of  barring  women  of  child- 
bearing  age  from  jobs  where 
they  might  be  exposed  to  lead 
is  illegal  discrimination.  The 
ruling  came  in  the  case  of 
Johnson  Controls,  whose 
products  include  car  batteries. 

The  justices  said  the  compa- 
ny's policy  did  not  qualify  for 
an  exemption  from  federal 
antibias  laws,  ruling  that  such 
exceptions  must  be  directly 
related  to  an  individual's  abili- 
ty to  do  a  job.  The  ruling  is  a 
victory  for  women's  groups, 
which  said  policies  like  John- 
son's are  a  way  to  keep  wom- 
en out  of  the  workplace.  But 
the  court  left  open  the  ques- 
tion of  how  companies  might 
legally  protect  workers  in 
high-risk  jobs. 


UPPING  THE  ANTE 
FOR  FNN 


►  Dow  Jones  and  Westing- 
house  Broadcasting  have  re- 
turned fire  in  a  bidding  war 
for  troubled  Financial  News 
Network.  Their  Mar.  20  offer 
of  $115  million,  which  was  an- 
ticipated, tops  a  previous  bid 
of  $105  million  made  by  CN'BC, 
the  cable  business-news  ser- 
vice owned  by  \'i:<\  I'NW's  of- 
fer had  scuttled  an  earlier 
deal  to  sell  FNN  to  Dow  Jones 
and  Westinghouse  for  $90  mil- 
lion. A  bankruptcy  judge  has 
given  FNN  until  Mar.  25  to  re- 
spond and  until  Apr.  3  to  sign 
a  deal.  CNBC  would  not  say 
whether  it  would  counter  the 
bid,  but  indicated  that  it  ex- 
pects to  acquire  FNN. 


TREASURY  CO-SIGNS 
THE  FDICS  LOAN  PLAN 


►  The  Treasury  Dept.  has 
adopted  a  plan  proposed  by 
the  Federal  Deposit  Insurance 


Corp.  to  replenish  the  dwin- 
dling bank-insurance  fund.  In 
a  broad  legislative  package  on 
bank  reform  released  on  Mar. 
20,  Treasury  proposed  allow- 
ing the  Fine,  which  runs  the 
bank  fund,  to  borrow  up  to 
$25  billion  from  the  Federal 
Reserve  system  to  bolster  and 
dispose  of  troubled  banks. 
Banks  would  pay  back  the 
Fed  loans  with  premiums 
capped  at  30$  per  $100  of  in- 
sured deposits  paid  to  the 
bank-insurance  fund. 

Obtaining  the  additional 
money  from  the  Fed  has  the 
political  advantage  of  avoid- 
ing a  direct  levy  on  taxpayers. 
But  any  loan  losses  could  ulti- 
mately wind  up  expanding  the 
federal  budget  deficit. 


MICHAEL  JACKSON, 
A  DIVISION  OF  SONY 


►  Sony  loves  Michael  Jackson 
so  dearly  that  the  Japanese 
electronics  giant  has  given 
the  pop  star  his  very  own 
company,  Jackson  Entertain- 
ment Complex.  The  new  enti- 
ty is  meant  to  channel  the 
singer's  talents  into  film,  tele- 
vision, and  electronic  publish- 
ing as  well  as  music — a  neat 
fit  with  newly  formed  Sony 
Software. 

Jackson  is  making  a  feature 
film  for  Sony's  Columbia  Pic- 
tures. And  his  new  album — 
his  first  since  Bad  in  1986 — 
will  lie  accompanied  by  relat- 
ed short  films  directed  by  the 
likes  of  David  Lvnch  and  Sir 


AND  PLEASE  INCLUDE  80,000  PACKAGES  OF  DYE 


Just  like  people,  organizations 
sometimes  decide  they  simply 
must  update  their  wardrobe. 
Century  21  is  one  of  the  latest  to 
feel  the  urge.  Soon,  if  all  goes 
according  to  plan,  the  more  than 
80,000  agents  of  the  real  estate 
network  will  trade  in  their  gold 
blazers  for  something  more 
beige,  more  '90s. 

Of  course,  that  raises  the 
question  of  what  to  do  with 
80,000  rather  bright  blazers.  The  folks  at  Century  21  have 
decided  to  send  their  old  coats  to  Armenia.  The  idea  came  front 
Robin  Dole,  Senator  Robert  Dole's  daughter,  who  is  the  compa 
ny's  lobbyist.  The  Kansas  Republican,  who  has  strong  connec- 
tions to  the  Armenian  community,  says  he  can  help  clear  the 
way.  That's  certainly  a  worthy  gesture,  but  why  not  distribute 

the  blazers  to  homeless  |  pie  in  the  1  .  S.V  Century  21  hai 

considered  that,  says  a  spokesman,  but  "we  didn't  think  thai 
was  exactly  the  kind  of  image  that  we  wanted  to  project." 


Richard  Attenborough.  Jack- 
son also  gets  his  own  record 
label,  Nation  Records.  Indus- 
try execs  say  the  deal  could 
be  worth  at  least  $60  million 
to  Jackson.  Sony  says  the 
venture  could  gross  $1  billion. 


C.  J.  LAWRENCE  TRADES 
ITS  BEAR  FOR  A  BULL 


►  Economist  Edward  Yardeni, 
the  economy's  superbull.  is 
leaving  Prudential  Securities 
to  become  chief  economist  at 
C.J.  Lawrence.  Yardeni  is  re- 
placing the  far  less  upbeat 
Edward  Hyman,  who  will 
head  his  own  consulting  and 
money-management  firm. 


S.  SMITH 
PK,  US.  ARMY 
FOUGHT  IN  PERSIAN  GULF.  WOUNDED 
IN  FIREFIGU1  WITH  IRAQI  TROOPS. 
ANNUAL  PAV:  E 10. 141.20 


B.  BONDS 
LEFT  FIELDER,  PITTSBURGH  PIRATES 
HIIS  UTTLE  BALL  WITH  A  STICK.  RUNS 
FASl  WHINES  CONSTANTLY 

ANNUAL  PAV--  S2.300.000 


What  a  switch.  Yardeni's 
weekly  economic  reports  are 
full  of  vigorous  attacks  on  the 
disciples  of  Nostradamus 
(bearish  economists),  odes  tc 
Couch  Potatoes  (the  forty- 
something  generation),  and 
optimistic  forecasts  about  the 
recession's  end.  By  contrast. 
Hyman's  weekly  reports  con- 
sist of  page  after  page  oi 
charts  punctuated  with  pithy 
comments  like  "Crunch!"  and 
"Pressure!"  Hyman  has  long 
run  with  the  bears,  recently 
suggesting  that  the  economy 
might  just  inch  along  until 
sometime  in  1992. 


SIMMONS  GIVES  UP 
ON  LOCKHEED 


►  After  a  two-year  battle  tc 
gain  control  of  Lockheed,  Dal 
las  investor  Harold  Simmons 
has  surrendered  with  a  $45 
million  loss.  On  Mar.  18,  Sim 
mons  sold  12  million  Lockheed 
shares,  reducing  his  19.8$ 
stake  in  the  company  to  less 
than  V.  i .  Simmons  decided  tc 
bail  out  when  he  discovered 
that  institutional  investors 
would  not  give  him  enough 
support  to  win  board  seats  in 
an  Apr.  2  proxy  contest.  With 
the  $486  million  from  the 
Lockheed  sale,  Simmons  could 
soon  be  back  on  the  acquisi 
tion  trail.  i 
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"CSX  Transportation  is 
spread  all  up  and  down  the 
eastern  seaboard.  So  we  rely 
on  fax  machines  for  sending 
everything  from  bills  of  lading 
to  employee  time  cards." 

'"Right  now  we've 
installed  over  1200  Pitney 
Bowes  fax  machines. ..and 
we  are  updating  our  older 
equipment  as  fast  as  we  can. 
Because  for  every  existing 
fax  machine  we  replace  with 
a  Pitney  Bowes  machine, 
we're  saving  money." 

"Pitney  Bowes  fax 
machines  give  us  the  cost, 
service,  and  reliability 
we're  looking  for." 

"We  don't  have  any 
problems  with  service, 
there's  very  little  upkeep, 
and  anytime  I  have  a 
question  about  the  sale  of  a 
new  machine  or  billing,  one 
call  gets  me  through  to  my 
rep  and  he  takes  care  of  it." 

"Pitney  Bowes  makes 
you  feel  like  you're  the 
customer." 

At  Pitney  Bowes, 
customer  satisfaction  is  a 
commitment  that's  at  the 
very  fiber  of  our  business. 
It  shapes  the  attitudes  and 
actions  of  our  people.  And 
it's  reflected  in  the  quality 
and  reliability  of  our 
products.  What's  more, 
we  back  it  up  with  our 
Customer  Satisfaction 
Guarantee™  For  more 
information,  call  1-800- 
MR  BOWES  ext.  1055. 


"Pitney  Bowes  has  replaced 
over  1 200  fax  machines 
for  us... and  we're  ordering 
more.  Every  one  we 
add  saves  us 
money." 


facsV 


Steve  McCann 

Manager,  Office  Equipment 

CSX  Transportation 


AUDI'S  INNOVATIVE  SAFETY  FEATURES 
DO  MORE  THAN  BUILD  ABETTER  CAR, 
THEY  BUILD  CONFIDENCE 


^MgM^s    Having  examined  all  of 
^^^^   Audi's  safety  features, 
you'd  probably  find  it  challenging 
trying  to  determine  which  one  in- 
spires the  most  confidence. 

Would  the  distinction  fall  on  our 
Automatic  Front  Seatbelt  Tension- 
ing System  or  driver's  side  air  bag? 

Does  it  belong  to  the  hands-free 
voice-activated  cellular  telephone 
that  lets  you  keep  your  eyes  on  the 
road  and  your  hands  on  the  wheel? 

How  about  all-wheel  Quattro" 
drive?  Logically  speaking, 
everything  points 


to  the  Anti-Lock  Brakes:  An  electro- 
mechanical system  so  sophisticated 
it  can  modulate  pressure  up  to  15 
times  a  second,  react  instantane- 
ously to  the  steepness  of  a  hill  or  the 
"g"  forces  of  a  turn. 

Ironically,  we  would  assert  that 
it  is  none  of  the  above. 

The  most  confidence- building 
feature  in  an  Audi  is  none  other 

GOOD 

TAKE  CONTROL 


than  control.  Granted,  control  can't 
be  touched,  activated  or,  for  that 
matter,  seen. 

It  can't  be  turned  on  or  off  with 
the  flick  of  a  switch. 

But  make  no  mistake  about  it. 
From  the  moment  you  place  your  key 
in  the  ignition,  it's  there. 
It's  working. 
And  it's  quite  real. 
Moreover,  were  you  to  ask  Audi 
drivers  about  control,  chances  are 
you'd  hear  the  same  thing. 

It's  the  one  safety  feature  they 
can't  live  without. 


Audi  100 


01991  Audi  of  America 
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(ERREY  OF  THE  PRAIRIE: 

i  HE  DEMOCRATS'  DARK  HORSE? 


For  Democratic  bigwigs,  increasingly  worried  about  the 
dearth  of  serious  contenders  for  their  party's  1992  Presi- 
dential nomination,  it's  casting-call  time.  Party  elders  are 
:ing  up  Nebraska's  junior  senator,  Robert  Kerrey.  And  Ker- 
y,  a  prairie  populist  with  an  earnest  demeanor  and  matinee- 
3l  looks,  is  openly  flirting  with  the  idea  of  running. 
Kerrey,  47,  was  elected  to  the  Senate  in  1988  and  quickly 
>n  notice  with  his  acid  wit,  heartfelt  speeches  on  education 
form,  and  attacks  on  Republican  foreign  policy.  Although 
ebraska  is  a  conservative  strong- 
ild,  the  home  folks  give  the  liberal 
-governor  a  70?'  approval  rating. 
But  Kerrey  is  little-known  national- 
and  lacks  identification  with  any 
ajor  issue.  He's  working  on  that, 
ext  month,  he'll  propose  a  splashy 
:w  plan  to  provide  health  insurance 
all  Americans.  Kerrey  is  on  the 
ad  almost  every  weekend,  giving 
emocratic  activists  a  taste  of  his  spe- 
ilty:  compassion  on  wry. 
jtrepreneur.  Admirers  say  Ker- 
y's  Vietnam  War  exploits,  rugged 
•ofile,  and  idealism  evoke  memories  of  John  F.  Kennedy.  But 
e  senator's  model — in  politics,  not  lifestyle — is  former  Sena- 
r  Gary  Hart  (D-Colo.).  Kerrey  admires  Hart's  iconoclastic 
larch  for  "new  ideas."  The  Nebraskan  has  also  tapped  the 
art  network.  Former  top  Hart  adviser  William  H.  Shore  is 
errey's  staff  chief,  and  former  Hart  aide  Jeremy  D.  Rosner 
helping  fine-tune  Kerrey's  speeches.  "If  Mario  Cuomo  is  the 
•eat  hope  of  the  Mondale  wing  of  the  party,  Kerrey  is  the 
•eat  hope  of  the  Gary  Hart  wing,"  says  political  analyst 
'illiam  Schneider  of  the  American  Enterprise  Institute. 
To  many  Democrats,  Kerrey  is  a  dream  come  true.  He's 
)th  an  entrepreneur  and  an  articulate  spokesman  for  activist 
Dvernment.  Kerry  is  a  millionaire  restaurateur  and  health 
ub  owner.  He  even  has  a  bit  of  Hollywood  glamour,  thanks 
i  an  off-and-on  romance  with  actress  Debra  Winger. 


The  senator  speaks  movingly  of  his  Vietnam  experience.  He 
lost  part  of  a  leg  while  running  a  1969  secret  operation  as  a 
Navy  SEAL,  then  spent  nine  months  in  a  naval  hospital.  "Medi- 
cal benefits,  educational  assistance,  and  income  support  en- 
abled me  to  put  my  life  back  together  again,"  he  says,  "not 
tax  credits  or  deductions  or  enterprise  zones." 

But  Kerrey  has  a  problem.  Last  summer,  he  declared  that 
"U.  S.  soldiers  should  not  die  in  Saudi  Arabia's  desert  just  for 
cheap  gasoline."  And  in  January,  he  opposed  authorizing  the 
use  of  force  against  Iraq.  Kerrey's 
backers  hope  that  his  Congressional 
Medal  of  Honor  will  shield  him  from 
GOP  attacks. 

read  his  lips.  Like  most  Democrats, 
Kerrey  is  trying  to  change  the  subject 
to  domestic  issues.  He  hopes  his 
health  plan  will  do  the  trick.  The  pro- 
posal, based  loosely  on  Canada's  sys- 
tem, would  guarantee  coverage  re- 
gardless of  employment  or  income. 
States  would  manage  health  plans, 
but  the  federal  government  would  pay 
the  bills.  How  would  Kerrey  pay  for 
all  this?  Read  his  lips — new  taxes. 

By  combining  the  explosive  issues  of  health  care  and  taxes, 
Kerrey  has  picked  a  risky  way  to  make  his  reputation.  Al- 
ready, his  stance  is  costing  him  some  support  at  home.  Mutual 
of  Omaha  Insurance  Co.,  Nebraska's  largest  private  employer, 
hates  the  idea  and  is  working  with  Democratic  Governor  E. 
Benjamin  Nelson  to  come  up  with  an  alternative.  And  Kerrey's 
ideas  may  go  too  far  for  his  Senate  colleagues.  "I  want  some- 
thing doable,"  says  Senator  John  D.  Rockefeller  IV  (D-W.  Va.). 

Are  the  Democrats  ready  for  Bob  Kerrey  in  1992?  Stranger 
things  have  happened,  especially  when  you  realize  that  the 
party's  most  active  candidates  right  now  are  George  McGov- 
ern  and  a  Greek-American  from  Massachusetts,  former  Sena- 
tor Paul  Tsongas,  who  styles  himself  a  "pro-business  liberal." 

By  Paula  Dwyer,  with  Douglas  Harbrecht 


APITAL  WRAPUPI 


fAXES 


Congress  will  indulge  in  much  sound 
and  fury  over  taxes  in  April,  but 
ion't  look  for  any  real  action  until 
much  later  this  year.  The  Senate  is 
likely  to  get  the  ball  rolling  by  approv- 
ing a  cut  in  Social  Security  taxes  of- 
fered by  Senator  Daniel  P.  Moynihan 
(D-N.  Y  j.  The  cut  will  sail  through  be- 
cause it  will  be  part  of  a  nonbinding 
budget  resolution.  The  plan  still  faces 
opposition  from  Senate  Finance  Com- 
mittee Chairman  Lloyd  Bentsen  (D- 
Tex.),  House  Ways  &  Means  Commit- 
tee Chairman  Dan  Rostenkowski  (D- 
111.),  and  the  Bush  Administration. 
Bentsen  will   push  ahead  with  a 


scheme  to  expand  individual  retirement 
accounts.  But  the  new  IRAs  cost  plenty 
of  tax  revenue — as  much  as  $20  billion 
over  five  years — and  new  budget  rules 
require  Bentsen  to  offer  offsetting  tax 
increases.  Meanwhile,  the  White  House 
is  holding  back  on  a  major  push  for  a 
capital-gains  tax  cut,  pending  Federal 
Reserve  Chairman  Alan  Greenspan's 
study  of  its  impact. 

In  the  end,  pressures  to  extend  ex- 
piring business-tax  credits  and  to  fix 
mistakes  in  last  year's  tax-increase  bill 
will  push  Congress  to  consider  serious- 
ly a  revenue  measure.  Then,  all  of 
these  floating  tax  plans  will  get  their 
day  in  the  sun.  But  odds  are  that  ac- 
tion won't  come  until  the  fall. 


FINANCE 


i  ackers  of  a  plan  to  force  Tokyo  to 
^give  U.  S.  financial  services  firms 
greater  access  to  Japanese  markets 
have  picked  up  an  important  supporter 
in  House  Speaker  Thomas  S.  Foley  (D- 
Wash.).  But  the  plan  by  Senate  Bank- 
ing Committee  Chairman  Donald  W. 
Riegle  Jr.  (D-Mich.)  and  ranking  GOP 
member  Jake  Garn  (R-Utah)  still  faces 
tough  sledding.  The  proposal,  which 
threatens  retaliation  against  Japanese 
financial  firms  unless  Tokyo  eases  re- 
strictions on  U.  S.  companies,  has  been 
attached  to  a  renewal  of  the  Defense 
Production  Act,  but  it  may  be  stripped 
off  in  a  House-Senate  conference. 
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MOSCOW  POLLING  PLACE:  THE  WIDENING  RIFT  BETWEEN  YELTSIN  AND  GORBACHEV  IS  HOLDING  HOSTAGE  THE  CRIPPLED  SOVIET  ECONOMY 


GORBACHEV'S 
HOLLOW  VICTORY 


The  narrow  vote  to  preserve  the  Soviet  Union  may  hasten  political  chaos 


For  weeks,  street  banners,  subway 
posters,  newspapers,  and  television 
shows  bombarded  Soviet  citizens 
with  the  refrain:  "The  future  will  be  de- 
cided by  every-  citizen ....  Vote  da  for 
preserving  the  union."  But  when  voters 
went  to  the  polls  on  Mar.  17.  they  hand- 
|  ed  President  Mikhail  Gorbachev  a  hollow 
victory.  While  75"  backed  Gorbachev's 
proposal,  it  just  squeaked  by  in  impor- 
I  tant  cities  like  Moscow  and  Leningrad. 
\  Observes  Gorbachev  adviser  Grigory  I. 
t  Revenko:  "I  would  not  like  to  create  an 
i  impression  of  euphoria." 

Hardly.  The  much-ballyhooed  plebi- 
[  scite  failed  to  produce  any  clear  solution 
to  help  Gorbachev  save  the  splintering 
|  nation.  Instead,  it  became  a  catalyst  for 
|  his   principal   rival.   Russian  Republic- 


President  Boris  N.  Yeltsin.  In  an  obvious 
swipe  at  Gorbachev,  a  decisive  10%  of 
those  voting  in  Russia  backed  Yeltsin's 
plan  to  have  Russia's  president  picked  in 
direct  elections.  "So  the  argument  be- 
tween these  two  politicians  will  get  hot- 
ter, while  the  degree  of  anarchy  is  likely 
to  rise  further."  says  Eberhard  Schulz,  a 
Soviet  expert  at  the  German  Foreign 
Policy  Society  in  Bonn. 
tug  of  war.  Held  hostage  by  the  politi- 
cal tussling  is  the  collapsing  Soviet  econ- 
omy. Soviet  oil  exports,  the  country's 
principal  source  of  hard  currency,  will 
plunge  a  staggering  50"  this  year.  Sovi- 
et enterprises  are  at  least  $5  billion  be 
hind  in  paying  their  foreign-trade  debts. 
Industrial  production  could  fall  by  15f<: 
to  2b"'  of  what  it  was  last  vear. 


Indeed,  virtually  every-  major  decision 
facing  the  Soviet  Union  has  become  en- 
snared in  the  high-stakes  tug-of-war  be- 
tween Gorbachev  and  Yeltsin.  Neither  is 
strong  enough  to  crush  the  other,  so 
they  have  settled  down  to  a  long-term 
struggle  aimed  at  assembling  coalitions 
broad  enough  to  seize  or  consolidate  ulti- 
mate power.  Gorbachev  is  backed  by  the 
military,  the  KGB,  and  the  central  bu- 
reaucracy, but  Yeltsin  has  enough  popu- 
lar support  that  a  crackdown  against 
him  would  be  unacceptable"  bloody,  even 
by  Soviet  standards. 

Western  analysts  are  coming  to  recog- 
nize that  it  could  possibly  be  years  be- 
fore one  man — and  one  system — emerge 
on  top.  That  is  putting  the  Bush  Admin- 
istration in  the  awkward  position  of 
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[opting  a  "two-track"  policy  in  which  it 
nds  out  feelers  to  the  republics  while 
the  same  time  maintaining  ties  with 
jrbachev. 

The  next  round  in  the  Soviet  political 
jht  will  come  on  Mar.  28.  Yeltsin  faces 
fierce  showdown  with  his  conservative 
itics  at  a  session  of  the  Russian  Re- 
iblic's  Congress  of  People's  Deputies, 
ley  will  seek  a  vote  of  no  confidence  in 
jltsin  and  possibly  his  resignation.  But 
;ltsin  hopes  to  derail  his  conservative 
iponents.  He  intends  to  flaunt  the  sup- 
irt  he  has  garnered  through  the  refer- 
dum  and  from  280,000  coal  miners 
iw  on  strike  in  Russia  and  the  Ukraine. 
And  although  he  has  so  far  failed  to 
me  up  with  a  viable  economic  reform 
ckage,  his  aides  are  working  feverish- 

on  three  new  plans.  The  most  radical 
juld  sell  off  20%  of  Russia's  state- 
/ned  farms  and  privatize  about  307'  of 
her  state  assets  starting  in  June.  To 
ield  the  republic's  economy  from  the 
most  valueless  ruble,  Yeltsin  may  in- 
Dduce  a  complicated  financial  scheme 

replace  payments  in  cash  with  special 
edit  cards.  Eventually,  Russia  may  cre- 
e  its  own  exchange  rate  for  the  ruble. 
Gorbachev's  long-term  strategy  is  still 
refully  shielded.  Some  Soviet-watchers 
arry  that  Gorbachev  could  interpret 
e  vote  for  his  version  of  the  union 
eaty  as  a  pretext  for  cracking  down  on 
sublesome  republics.  That  might  be 
icessary  if  people  in  the  streets  react 
rongly  to  price  hikes,  planned  for  Apr. 

that  will  triple  the  price  of  meat,  dou- 
e  the  price  of  milk,  and  raise  the  price 

clothes  by  up  to  five  times. 
[former's  mantle.  But  Gorbachev's 
mp  is  eager  to  encourage  the  impres- 
m  that  he  will  regain  his  mantle  as 
former.  They  say  Gorbachev  will  call 
r  quicker  moves  to  privatize,  while 
aiding  social  safety  nets  to  cushion  the 
ow  from  price  hikes.  That  strains  cre- 
ility  among  some  Kremlinologists. 
iorbachev  has  hit  his  level  of  igno- 
nce  on  economic  reform  and  won't  go 
rther,"  says  a  senior  Soviet  expert  in 
e  Bush  Administration. 
The  length  and  intensity  of  the  Gorba- 
lev-Yeltsin  fight  will  profoundly  affect 
.  S.-Soviet  relations.  Washington  is  fac- 
g  an  ever  more  delicate  balancing  act 
ith  the  country's  competing  power  cen- 
rs.  When  Secretary  of  State  James  A. 
aker  III  traveled  to  Moscow  on  Mar. 
;-16,  he  made  his  usual  stops  in  the 
remlin,  but  he  also  met  with  represen- 
tees of  the  three  Baltic  republics,  se- 
ssionist  Georgia,  and  Russia.  Increas- 
gly,  the  Bush  Administration  is  stuck 

the  same  dilemma  as  many  Soviet 
tizens:  wondering  who  is  really  in 
large  in  the  Soviet  Union. 

By  Rose  Brady  in  Moscow,  with  Igor 
sicklin  in  Bonn,  Amy  Borrus  in  Wash- 
gton,  and  Peter  Galuszka  in  New  York 


JAPAN  I 


A  RETAIL  REBEL 

HAS  THE  ESTABLISHMENT  QUAKING 


Discounter  Isao  Nakauchi  may  pull  off  Japan's  biggest  takeover  ever 


A  DAIEI  STORE  IN  TOKYO:  U.S.  EXPORTERS  STAND  TO  GAIN  FROM  THE  CHAIN'S  EXPANSION 


'obe  retailer  Isao  Nakauchi  may 
be  a  maverick  in  Japan,  but  the 
^self-made  billionaire  would  be 
right  at  home  in  the  U.  S.  Back  in  1957, 
he  opened  a  drugstore  modeled  after  one 
he'd  seen  in  a  James  Cagney  gangster 
movie.  For  a  firsthand  look  at  American 
retailers,  he  then  visited  Sears,  Roebuck 
&  Co.  stores  and  Safeway  Inc.  super- 
markets and  was  most  impressed  by 
their  competitive  pricing.  Today,  in  a 
brazen  departure  from  traditional  Japa- 
nese retailing  practices,  his 
Daiei  Inc.  chain  of  204  stores 
is  treating  Japan  to  American- 
style  discounting. 

Now,  Nakauchi  is  bucking 
the  Establishment  again.  In 
what  would  be  the  largest 
takeover  in  Japanese  history, 
the  68-year-old  entrepreneur 
wants  to  swallow  up  two  To- 
kyo rivals  and  become  the  un- 
disputed retail  giant  in  the 
capital.  His  cut-rate  stores  are 
already  shaking  up  Japan's 
protective  distribution  system,  where 
manufacturers  tend  to  dictate  prices  to 
retailers.  Along  the  way,  he's  making  it 
easier  for  competitively  priced  U.  S. 
products  to  reach  Japanese  consumers. 
quiet  war.  On  Mar.  14,  Nakauchi 
launched  a  $460  million  tender  offer  for 
28'/'  of  Maruetsu  Inc.,  a  176-store  chain 
in  Tokyo.  Daiei  already  owns  11%.  He  is 
also  pressing  for  a  33%  stake  in  Chujit- 
suya  Co.,  a  Tokyo  supermarket  chain  he 
has  been  eyeing  for  years. 


Nakauchi  hopes  to  acquire  the  shares 
from  Shuwa  Corp.,  a  troubled  real  estate 
developer  with  large  holdings  in  the  two 
retailers.  Last  December,  in  a  calculated 
move,  Nakauchi  loaned  Shuwa  $815  mil- 
lion. Now,  strapped  for  cash,  Shuwa 
may  be  forced  to  hand  over  its  shares  to 
Nakauchi.  "He  won't  be  content  until  he 
makes  Daiei  the  most  powerful  retailer 
in  all  parts  of  Japan,"  says  Takayuki 
Suzuki,  an  analyst  at  Merrill  Lynch  Ja- 
pan Inc.  in  Tokyo. 

His  hid  is  hardly  welcome 
news  for  the  country's  lead- 
ing manufacturers,  who  re- 
sent Nakauchi's  price-slash- 
ing. Matsushita  Electric 
Industrial  Co.,  for  example, 
has  refused  to  sell  to  Naka- 
uchi since  the  early  1970s, 
when  he  sold  its  color  TVs  at 
half  price.  On  most  goods,  he 
undercuts  competitors  by 
157'  .  "He'd  like  to  put  our  dis- 
tributors out  of  business," 
gripes  one  big  manufacturer. 
If  Nakauchi  grabs  both  retailers,  his 
Tokyo  stores  would  leap  from  49  to  253 
and  sales  would  jump  by  $4.5  billion.  His 
empire  would  easily  overtake  archrival 
Ito-Yokado  Co.,  with  88  stores  in  Tokyo. 

Given  Nakauchi's  credo  to  offer  con- 
sumers the  best  deal  possible,  U.  S.  ex- 
porters have  reason  to  be  heartened. 
Daiei  already  rings  up  annual  sales  of 
$14  billion,  including  $1  billion  in  im- 
ports. Its  massive  stores  offer  every- 
thing from  Kansas  beef  to  Coleman  out- 
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door  goods.  As  Japan  slowly  strips  away 
the  red  tape  that  hampers  the  opening 
of  new  stores,  Nakauchi  will  be  able  to 
expand  faster  and  put  more  U.  S.  prod- 
ucts on  their  shelves. 
pinstripes.  His  hardball  tactics  extend 
to  the  baseball  diamond.  In  1988,  Nakau- 
chi bought  a  Japanese  baseball  team  for 
$32  million,  but  many  doubt  it  was  for 
love  of  the  game.  In  1993,  he  will  move 
the  team  to  Fukuoka,  where  Daiei  has 
only  one  store.  There,  he  plans  to  build  a 
$2.2  billion  sports  complex,  which  will 
feature  a  hotel,  amusement  park,  and,  of 
course,  a  Daiei  outlet.  Nakauchi  may 
even  move  into  the  American  League. 
Last  summer,  two  New  York  Yankee 


owners  approached  him  about  buying 
their  9.6$  share.  He  denies  any  interest. 

On  or  off  the  field,  Nakauchi  has  a 
history  of  playing  by  his  own  rules.  Ac- 
cording to  corporate  legend,  when  Japa- 
nese army  officials  came  to  his  college 
campus  to  recruit  students  in  1941,  the 
19-year-old  Nakauchi  protested  by  don- 
ning clunky  wooden  sandals  instead  of 
official  dress  shoes.  After  four  years  in 
the  army,  he  tried  to  sell  medical  sup- 
plies at  discount  prices — but  outraged 
suppliers  put  him  out  of  business.  Four 
decades  later,  he  is  still  fighting  the 
same  battles  with  suppliers.  But  these 
days.  Nakauchi  is  likely  to  win. 

By  Ted  Holdcn  in  Tokyo 


GERMANY  I 


'CRACKS  ARE  OPENING 
IN  FORTRESS  GERMANY' 


Rising  takeover  fever  there  could  spread  across  the  Continent 


In  Germany,  a  corporate  raider  is  still 
as  rare  as  a  Porsche  in  the  slow  lane. 
But  a  surprise  victory  on  Mar.  13  by 
small  shareholders  at  Hannover-based 
tiremaker  Continental  may  change  all 
that.  It  clears  the  way  for  an  unprece- 
dented $1.2  billion  hostile  takeover  by 
Pirelli,  Conti's  big  Italian  competitor. 
The  victory  also  may  set  the  stage  for 
more  mergers  across  Europe. 

Pirelli  is  only  one  of  many  European 
corporations  keen  on  increasing  their 
clout  in  Germany  by  purchasing  publicly 
traded  companies.  But  tough  antitake- 
over measures  and  webs,  of  interlocking 
shareholdings  among  corpora- 
tions and  banks  have  made  for 
slim  pickings.  Now,  "cracks  are 
opening  in  fortress  Germany," 
says  lawyer  Nicolaus-Jurgen 
Weickart.  With  the  European 
Community  also  moving  to 
strengthen  small  shareholders' 
rights,  "a  lot  of  raiders  will 
start  buying  into  fragile  compa- 
nies," adds  Maurice  Tchenio,  a 
partner  with  the  MMG  Patricof 
venture  capital  group. 
hidden  RICHES.  At  Conti,  angry 
stockholders  rejected  a  provi- 
sion that  restricts  voting  power 
to  57  no  matter  how  many 
shares  are  owned.  The  vote 
should  allow  Pirelli,  which 
owns  35'  J  of  the  tiremaker,  to 
push  representatives  onto  Con- 
ti's board  and  perhaps  install 
new  management  as  early  as 
June.  The  day  after  the  vote, 
Conti's  shares  jumped  7%.  Bro- 


kers say  that  signals  that  other  under- 
valued companies  may  be  vulnerable  to 
takeover  pressure  if  shareholders  rebel. 

Steelmaker  Hoesch,  for  one,  has  been 
rudderless  since  CEO  Detlev  Rohwedder 
left  to  run  the  privatization  agency  for 
eastern  Germany.  Mannesmann,  an  engi- 
neering group,  and  drugmaker  Schering 
are  also  high  on  brokers'  lists.  In  these 
and  other  companies  across  Europe, 
raiders  could  unlock  hidden  values  by 
dipping  into  overfunded  pension  plans 
and  selling  real  estate  and  other  assets. 

Other  moves  afoot  across  Europe  may 
ease  the  way  toward  tapping  into  hidden 


values  in  Germany  and  elsewhere.  Euro- 
pean bourses  are  planning  to  wire  them- 
selves into  an  electronic  network.  This 
will  allow  investors  to  build  up  large 
stakes  in  cheap  companies  without  alert- 
ing local  brokers  that  a  raid  is  under 
way.  And  proposed  EC  rule  changes 
could  limit  companies'  ability  to  buy 
back  shares  to  keep  them  out  of  un- 
friendly hands,  or  bar  most  takeover  de- 
fenses that  run  counter  to  the  principle 
of  one  share,  one  vote.  Besides  Germa- 
ny, such  defenses  are  used  in  France, 
Belgium,  Luxembourg,  and  the  Nether- 
lands. Many  analysts  say  they  depress 
stock  prices  by  blocking  shareholders 
from  pressuring  laggard  managements. 

Some  EC  member  states  may  try  to 
defang  the  proposed  new  corporate 
rules.  Afraid  of  asset-strippers,  they  will 
try  to  fortify  big  employers  and  keep 
control  over  recently  privatized  compa- 
nies. But  they  will  be  fighting  a  trend 
toward  more  open,  U.  S.-style  financial 
markets.  Reflecting  this,  embattled  Phil- 
ips CEO  Jan  Timmer,  under  pressure 
from  American  and  European  stockhold- 
ers to  boost  the  Dutch  electronics  gi- 
ant's poor  earnings,  has  proposed  giving 
them  a  greater  say  in  company  affairs. 
Bundesbank  President  Karl  Otto  Pohl 
wants  similar  changes  in  Germany. 
power  play.  Conti's  shareholders  cer- 
tainly agree.  The  fight  over  the  tire- 
maker dates  back  to  mid-1990,  when  Pir- 
elli began  accumulating  shares.  But 
even  with  restrictions  on  shareholder 
rights,  Conti  wasn't  taking  any  chances. 
In  a  classic  German  power  play,  Deut- 
sche Bank,  which  owns  57  of  Conti  and 
controls  additional  interests  as  a  trustee 
for  other  investors,  enraged  small  share- 
holders by  strong-arming  BMW,  Daimler 
Benz,  and  Volkswagen  into 
buying  2'<  of  Conti  apiece. 
Deutsche  Bank  had  also  hoped 
to  corral  two  big  insurers  into 
joining  its  pro-management 
group.  That  would  have  given 
it  control  of  327'  of  the  compa- 
ny, probably  enough  to  block 
any  dissidents.  But  the  insurers 
pulled  out  at  the  last  minute, 
leaving  Deutsche  unable  to  de- 
fend Conti  CEO  Horst  Urban. 

"Continental  will  remain  in- 
dependent," insists  Urban.  But 
most  others  are  betting  on  Pir- 
elli. With  German  managers 
gearing  up  for  the  biggest  chal- 
lenge ever  to  their  iron-fisted 
rule,  it's  no  wonder  that  Conti's 
shareholders  have  set  alarm 
bells  ringing  in  corporate  suites 
across  Europe. 

By  Igor  Reichlin  in  Bonn,  with 
Patrick  Osier  in  Brussels  and 
|  Blanea  Riemer  in  Paris 


40  BUSINESS  WEEK/APRIL  1.  1991 


INTERNATIONAL  BUSINESS 


International  Outloo 


EDITED  BY  JOHN  PEARSON 


EUROPE'S  NEW  LINE  ON  NATO: 
YANKEE  DON'T  GO  HOME' 


B 


efore  the  gulf  crisis,  both  the  military  role  of  the  U.  S. 
in  Europe  and  its  influence  there  seemed  destined  to 
fade.  American  protection  seemed  less  needed  as  the 
aid  war  ebbed,  and  allies  were  proposing  a  European  Commu- 
ity  defense  organization  that  would  exclude  the  U.  S.  But  the 
jmerican  show  of  military  prowess,  contrasting  with  Europe's 
neven  and  indecisive  response  to  the  crisis,  is  causing  Euro- 
ban  leaders  to  rally  again  to  the  U.  S.-led  NATO  alliance.  The 
Bsult  will  be  to  bolster  U.  S.  influence  despite  a  shrinking 
I  S.  military  presence.  Transfers  to  the  gulf  have  left  around 
00,000  U.  S.  troops  in  Europe, 
own  from  325,000  last  August, 
nd  budget  cuts  are  likely  to  low- 
r  the  total  to  100,000  eventually. 
Allies  are  eager  to  keep  Amer- 
:ans  in  Europe,  however,  as 
ardliners  regain  influence  in  the 
oviet  Union.  "The  importance  of 
deterrent  and  of  prepositioning 
lilitary  forces"  have  been  reem- 
hasized  by  the  gulf  war,  says 
•ominique  Moisi,  deputy  director 
f  the  French  Institute  of  Inter- 
ational  Relations.  Europeans 
lso  want  an  American  as  NATO 
smmander,  despite  proposals  not  long  ago  to  put  a  European 
i  the  post.  "America  must  be  in  charge,"  says  Joachim  Thies, 
ditor  of  the  German  Journal  of  Foreign  Affairs.  "It  is  the 
n!y  real  superpower,  and  it  is  badly  needed  to  balance  the 
3rce  of  the  Soviet  Union."  A  scheme  to  create  a  separate 
luropean  defense  system  by  merging  the  Western  European 
fnion,  a  dormant  military  group,  into  the  EC  seems  stalled  for 
ow.  One  reason  is  the  reluctance  of  Britain,  which  tightened 
s  ties  to  the  U.  S.  during  the  gulf  conflict. 
For  the  U.  S.,  a  casualty  of  the  crisis  is  the  hope  that  NATO 
light  be  given  new,  post-cold-war  missions  outside  Europe, 
he  Europeans'  mixed  responses  showed  that  NATO  can't  act 
eyond  its  original  mandate  to  defend  the  Continent. 


Reactions  to  Iraq's  aggression  ranged  from  Britain's  dis- 
patch of  30,000  troops  to  Germany's  dithering  over  whether  to 
send  forces  to  help  protect  Turkey,  a  NATO  ally.  But  the  shift 
toward  support  for  the  U.  S.  and  NATO  was  most  dramatic  in 
France,  the  most  independent  ally.  At  first,  President  Francois 
Mitterrand  seemed  to  reflect  the  French  public's  2-to-l  opposi- 
tion to  the  war.  But  ultimately,  he  recognized  that  France  had 
to  be  a  reliable  ally  and  send  troops,  as  Defense  Minister 
Pierre  Joxe  explained,  "if  we  want  to  sit  down  at  conference 
tables"  and  have  a  say  in  world  affairs.  An  unspoken  French 

motive  for  keeping  U.  S.  troops 
in  Europe  is  to  offset  Germany's 
pacifist  tendencies — and  its 
growing  economic  clout.  "To  ar- 
gue for  an  American  presence  in 
Europe,  there  had  to  be  a  French 
presence  in  the  gulf,"  says  Moisi. 
French  public  opinion  agrees:  It 
has  switched  to  85%  approval  of 
the  war. 

gallic  hospitality.  Underscor- 
ing that  change  are  French  steps 
to  support  the  U.  S.  military  com- 
mitment in  Europe.  France  re- 
cently agreed  to  join  in  a  NATO 
strategy  review — a  collective  exercise  of  the  kind  that  Paris 
shunned  in  the  past.  France  is  also  expected  to  allow  more  use 
of  its  facilities  by  U.  S.  forces — such  as  the  American  aerial 
refueling  planes  that  flew  from  a  French  base  during  the  war. 

For  the  Bush  Administration,  such  dividends  from  the  gulf 
ease  a  major  dilemma.  U.  S.  support  for  European  integration 
has  always  raised  the  prospect  that  a  more  unified  EC  would 
downgrade  NATO's  role  as  a  key  decision-making  forum.  Now, 
European  leaders  seem  to  be  agreeing  that  for  NATO  and  the 
U.  S.,  progress  toward  an  integrated  Europe  doesn't  have  to 
be  a  zero-sum  game. 

By  Bill  Javetski  in  Washington,  with  Stewart  Toy  in  Paris,  Gail 
Schares  in  Bonn,  and  bureau  reports 


iLOBAL  WRAPUPI 


JAPAN 


Stung  by  Western  criticism  for  be- 
ing a  no-show  in  the  gulf  war, 
some  Japanese  legislators  are  trying  to 
turn  pacifism  into  a  workable  foreign 
policy  alternative  to  American  muscle- 
flexing.  They  propose  that  Tokyo  cut 
off  aid  to  countries  whose  military 
spending  exceeds  1%  of  gross  national 
product.  Of  some  100  aid  recipients,  10 
to  20  may  be  considered  "suspicious" 
in  military  spending  levels,  a  Japan 
Foreign  Ministry  official  says. 

Antiwar  factions  prevented  the  gov- 
ernment from  winning  approval  in  the 
Diet  to  send  even  civilians  to  the  gulf. 
Now,  worried  about  anti-Japanese  feel- 


ing in  the  U.  S.  (page  28),  a  number  of 
political  pressure  groups  fear  that  an 
era  of  U.  S.  military  dominance  is  at 
hand.  They  are  particularly  critical  of 
U.  S.  plans  to  continue  funneling  arms 
to  Mideast  clients. 

By  contrast,  development  aid  is  "Ja- 
pan's main  source  of  leverage,"  a  For- 
eign Ministry  official  notes.  Its  clout  is 
substantial:  In  1989,  the  latest  year 
available,  Japan  gave  aid  worth  $8.9 
billion.  Now  aid  will  be  discussed  case 
by  case  with  recipients,  taking  into  ac- 
count factors  from  environmental  con- 
trols to  feasibility  of  projects.  There 
won't  be  a  fixed  1%  ceiling  for  arms 
spending,  but  if  it's  too  large,  would-be 
aid  clients  may  be  in  for  a  surprise. 


BRITAIN 


Chances  that  Prime  Minister  John 
Major  may  call  for  an  early  election 
are  improving.  With  his  Mar.  19  bud- 
get, Major  cut  former  Prime  Minister 
Margaret  Thatcher's  unpopular  poll 
tax  by  one-third.  Major's  budget  also 
would  limit  tax  relief  on  mortgages  for 
high-income  earners,  a  populist  gesture 
that  may  play  well  with  ordinary  Brits. 
If  the  ruling  Conservative  Party  makes 
a  strong  showing  in  May  2  local  elec- 
tions, the  betting  is  that  Major  may 
call  a  general  election  as  early  as  June. 
But  with  the  Tories  and  the  opposition 
Uabor  Party  now  neck  and  neck  in  the 
polls,  some  advisers  counsel  a  delay. 
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orts  Business 


BASEBALL  I 


IS  MONEY  TALKING 

TOO  LOUD  IN  DODGERTOWN? 


Paying  megabucks  could  backfire  on  Pete  O'Malley's  team 


Twenty-five  years  ago,  The  Holdout 
was  the  talk  of  spring  training. 
Baseball's  top  pitchers,  Sandy 
Koufax  and  Don  Drysdale,  stayed  away 
from  the  Los  Angeles  Dodgers  camp  in 
a  joint  demand  for  bigger  salaries.  After 
the  two  sat  out  a  month,  their  combined 
salaries  were  raised  $50,000,  to  $235,000. 

These  days,  star  salaries  are  again  the 
hot  topic  in  Dodgertown  in  Vero  Beach, 
Fla. — but  on  a  scale  that  r^^^_ 
makes  Koufax's  and  Drys- 
dale's  haul  look  paltry.  Eager 
to  revive  stagnant  attendance  | 
and  return  his  team  to  the 
World  Series,  Dodger  owner 
Peter  O'Malley  and  his  gener- 
al manager,  Fred  Claire, 
spent  the  winter  signing  big- 
name  free  agents  to  $37  mil- 
lion worth  of  contracts. 
star  search.  The  prime 
catch:  Darryl  Strawberry,  the 
gifted  and  temperamental 
slugger  who  left  the  New 
York  Mets  for  a  five-year, 
$20.25  million  deal.  The  Dodg- 
ers also  lured  pitcher  Kevin 
Gross  from  the  Montreal  Ex- 
pos with  a  three-year,  $6.4 
million  contract,  and  outfield- 
er Brett  Butler  from  San 
Francisco  with  a  three-year, 
$10  million  pact.  Because  of 
the  blockbuster  deals,  this 
year's  player  payroll  will  soar 
to  $34  million  from  $20  million 
last  year  (chart). 

O'Malley's  motive  isn't  hard  to  read. 
His  job  is  to  keep  the  turnstiles  clicking 
and  the  Dodger  dogs  selling,  and  he 
needs  star  performers  and  a  winning 
season  to  do  it.  The  Dodgers'  atten- 
dance, which  in  the  early  1980s  regularly 
soared  well  over  3  million  a  year,  has 
flattened  out  lately  (chart). 

A  few  more  years  of  slow  growth  in 
ticket  sales  could  take  the  shine  off  one 
of  baseball's  prime  properties.  The 
Dodgers  rake  in  an  estimated  $25  million 
in  revenues  from  attendance,  parking, 
and  stadium  concessions,  on  top  of  more 
than  $25  million  in  broadcast  revenues. 
Gerald  W.  Scully,  an  economist  at  the 
University  of  Texas  and  author  of  The 


Business  of  Major  League  Baseball,  fig- 
ures the  Dodgers  have  made  $15  million 
to  $25  million  a  year  for  the  past  three 
or  four  years  and  are  worth  roughly 
$250  million,  if  O'Malley  wanted  to  sell. 
Scully  thinks  the  Dodgers  can  make 
back  in  higher  attendance  what  they 
spend  on  free  agents.  "It's  a  rather  sen- 
sible thing  to  do,"  he  says. 
The  Dodgers  are  hoping  the  extra  tal- 


f ree  agent  next  winter.  No  wonder  the 
Dodgers  hired  a  full-time  traveling  team 
psychiatrist  in  November. 

Even  if  a  shrink  and  manager  Tommy  I 
Lasorda,  a  master  motivator,  can  keep 
the  grumbling  down,  the  Dodgers  still 
have  to  worry  about  injuries  to  some  of] 
their  aging  boys  of  summer.  Last  year, 
shoulder  surgery  sidelined  32-year-old  jjj 
Orel  Hershiser,  the  pitching  hero  of  the 
1988  World  Series,  after  he  appeared  in 
only  four  games.  He  nonetheless  took| 
home  $1.6  million. 

The  Dodgers  also  find  themselves  pay- 1 
ing  big  bucks  to  players  whose  best 
years  may  be  behind  them.  Thirty-year- 
old  lefty  pitcher  Fernando  Valenzuela, 
enormously  popular  with  the  club's 
large  Hispanic  following,  will  earn  $2.55 
million  in  1991,  despite  last  year's  13-13 
won-lost  record  and  a  4.59  earned  run  | 
average. 


DODGERS'  PAY 
KEEPS  SPRINTING... 


▲  MILLIONS  OF  DOLLARS 


...WHILE  ATTENDANCE 
ONLY  INCHES  AHEAD 

3.5  

DODGERS'  HOME  ATTENDANCE 


STRAWBERRY:  REBORN— AND  A  FIVE-YEAR,  $20.25  MILLION  DEAL 


89  90 

DATA:  LOS  ANGELES  DODGERS 


ent  they've  bought  will  propel  them  to 
their  third  World  Series  triumph  in  11 
years.  Last  year's  injury-plagued  team 
revived  in  August  to  finish  five  games 
behind  the  Cincinnati  Reds.  Now,  says 
Al  Rosen,  general  manager  of  the  San 
Francisco  Giants:  "They've  strengthened 
their  lineup  from  top  to  bottom." 

But  the  salary  bonanza  is  sowing 
seeds  of  discontent  in  the  Dodger  club- 
house. Veteran  slugger  Eddie  Murray 
and  ace  reliever  Jay  Howell  both  asked 
the  Dodgers  to  extend  their  current  con- 
tracts and  were  turned  down.  Howell 
skipped  the  first  four  days  of  spring 
training  in  protest,  and  Murray  is  threat- 
ening to  look  elsewhere  when  he  turns 


Worried  Dodger  loyalists  can  take 
some  comfort  in  the  apparent  transfor- 
mation of  Darryl  Strawberry.  Prone  to 
streaks,  slumps,  and  violent  outbursts  in 
New  York,  Strawberry,  29,  has  become 
a  born-again  Christian,  seems  relaxed 
and  cheerful,  and  is  hitting  the  cover  off 
the  ball. 

But  it's  still  only  spring  training.  [: 
O'Malley  and  his  team  can  look  forward 
to  a  season  of  skeptical  sportswriters, 
disgruntled  players,  and  a  possible 
lengthy  recession.  In  times  such  as 
these,  O'Malley  doubtless  yearns  for  the 
day  when  the  big  holdout  cost  his  team  a 
mere  $50,000. 

By  Kathleen  Kerwin  in  Los  Angeles 
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U  MEANS 


INNOVATION 

A  $16  billion  global  technology  company,  strong  in  computers,  telecommunications,  computer 
peripherals,  software,  semiconductors  and  electronic  components,  Fujitsu  is  one  of  the  few 
companies  that  can  supply  comprehensive  answers  to  the  problems  facing  business  in  today's 
increasingly  information-intensive  world. 

With  over  6,000  employees  in  the  United  States  and  Canada  -  more  than  half  in  R  &  D,  engineering 
and  manufacturing  -  Fujitsu  uses  its  edge  in  advanced  technology  not  only  to  meet  its  customers' 
current  needs,  but  to  help  them  anticipate  their  future  requirements  as  well. 
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FUJITSU  MEANS 

STATE-OF-THE-ART 

COMMUNICATIONS 

Business  today  begins  and  enas  with  communications.  The 
ability  ta  stay  in  touch  -  to  stay  an,  top  af  what s  going  an  - 
wherever  yau  are  is  crucial;  Fujitsu  afters  an  acrass-the-boani 
product  range  from  same  cf  the  m  :  s  advanced  : :  ia 
switching  systems  and  fiber  optic  transmission  systems  to  fax 
machines  and  cellular  telephones. 


A  FASTER  FAX  AND  PiAJN  PAPER  TOO. 

Tliiefaxageisltere  Increasingly  the  facsimile  is  a  necessity  inthe 
office  and  in  the  home.  Long  a  world  fax  leader.  Fujitsu  a  m :: 
bring  the  best  technology  to  North  American  customers  iargeand 
small.  A  good  ©ample  of  where  technology  is  going  is  thetop- 
af-the-l  ine  model  from  Fujitsu  Imaging  Systems  of  America  the 
:e.<  *  "5CC :  a  "-:aaeraser^ax  and  copier.  Witrracontactiiiap 
sensor  to  assure  image  quality  and  system  reliaci^ty.  this 


imaging  workstation  can  send  a  standard  page  in  ten  seconds 
Its  fiatbeo  scanner  a  I  ows  fax  transmission  directly  from  books  ar 
other  documents,  with  near-photagraohic  image  quality. 

CHANGING  THE  WAY  AMERICA  TALKS 

Ti  me  is  money  and  calls  will  natwait.  Gnceapefsonal  luxury-,  the 
cei  I  Hilar  mcbi  le  phone  is  becomi  ng  an  essential  tooi  far  business 
as  well  as  personal  communications.  Increasingly,  taor  the 
emphasis  is  an  greater  pcrtabi  I  ity.  People  need  a  phone  they  can 
*=.'=  at  ~em  wherever  ~e>  :: 

Fuj  itsu  America' s  Cei  1  uiar  Mabi  Te  Telephone  Division  and  Fujitsu 
Canada  recently  introduced  the  world's  smallest  and  lightest1* 
eel  luiarphone-a  truly  pocket-sized  portable  phone,  the  POCKET 
COMMANDER.™ 

Vr  ifeiMned  ~e  -QCKET  COMMANDER  has  a  sleek 
laokandanerganor  :tee  i'<a  "-soec  >?  :~5  'Q.2az.with 
aotiana  3  m  Zi~:r.  tffl\  ts  standard  bafeiy„  fie  POCKET 
COMMANDER  provides  up  to  80  minutes,  of  talk-time. 

THE  BOX  IS  MORE  THAN  MEETS  THE  EY£ 

E.-r.  ym  ieg  ra  telephone  companies  across  ieU.S.  install 
thousands  af  outdoor  :a:  nets  ss  Braes  seel  :o  bring  {fte*  fiber 
::: :  ~a~s_  ;s  :-  i-.stems :  iser  to  re  :.s::rer.  But  these 
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U.S.  and  Japan,  and  manufactured  in  the  U.S.,these  cabinets  can 
accomodate  both  high  density  fiber  optic  and  digital  transport 

Along  with  high  speed,  plain-paper  facsimiles.  Fujitsu  also  offers 

economical  personal  faxes  for  home  and  business  '/  W  ,:  .  ~"  . 


FUJITSU  CANADA  PROVIDES  A  COMPLETE  BUSINESS  ADVANTAGE 


Only  five  years  old.  Fujitsu  Canada  isalreadyone  of  Canada's 
leading  suppliers  of  computer  peripheral  products.  While 
continuing  to  build  on  this  success  and  gain  strength  in  its 
fax  and  cell u la r  telephone  businesses,  the  company  has  also 
moved  aggressively  into  computer  systems  and  data 
networking. 

Fujitsu  Canada  s  Information  Systems  Group  will  be  fully 
operational  this  month.  Able  to  draw  on  Fujitsu's  extensive 
technology  bank,  the  new  Group  also  benefits  from  Fujitsu's  ability  to  supply  total  systems,  from  PCs 
and  mainframes  up.  including  LANs. 

What  makes  Canada  different  -  and  especially  challenging  as  a  market  -  is  the  country's  size  and 
cultural  diversity.  Canada  is  a  huge  country  with  a  comparatively  small  population.  Fujitsu  Canada  s 
Peripherals  Group  therefore  invests  in  supporting  an  extensive  distribution  network.  As  a  distributor, 
dealer  and  OEM  supplier.  Fujitsu  is  rapidly  winning  customer  loyalty  in  the  distinctive  Canadian 
marketplace. 

Canada's  bilingual  environment  requires  products  developed  specifically  for  the  important  French- 
speaking  market.  Printers  are  a  good  example.  The  DL  3450.  which  prints  French  Canadian  characters, 
was  developed  in  direct  response  to  customer  needs. 
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FUJITSU  MEANS 
BUSINESS  EFFICIENCY 

In  the  office,  in  the  field  or  at  home,  the  Fujitsu  lineup  of 
computers,  peripherals,  softwareand  business  systems  combine 
quality,  performance  and  technological  innovation.  Here  are 
some  recent  developments. 


AN  ATM  WITH  SOMETHING  FOR  EVERYONE 

The  newly  announced  Series  7000™  ATM  from  Fujitsu  Systems 
of  America  brings  the  bank  Automated  Teller  Machine  into  the 
90s.  With  models  designed  for  convenient  use  at  walk-up, 
drive-up,  lobby,  and  off-premise  locations,  it  features  a  wrap- 
around facade  and  a  13"  color  screen,  as  well  as  enhanced 
access  for  persons  with  disabilities. 


Dynamic  graphic  effects  are  just  one  popular  feature  of  the  new 
Series  7000'"  Automated  Teller  Machine. 


services,  suchas  stamp  vending.  Voice  guidance  isalsoavailable 
for  first-time  or  infrequent  users. 


can  accommodate  dynamic  special  effects  and  value-added        The  Series  7000  uses  an  80286  microprocessor  and  standard 


POQET'S  COMPUTER  IN  A  POCKET 


Poqet  Computer  aims  to  change  the  way  America  does  business  on 
the  road  -  with  a  truly  portable  computer.  Working  with  U.S. 
companies,  Poqet  is  helping  American  businessmen  carry  the 
power  and  electronic  messaging  capability  of  an  office  PC  in  a 
jacket  pocket.  Last  year  California-based  Poqet  Computer  won  the 
prestigious  Byte  magazine  Award  of  Distinction  for  its  new  pocket 
computer  -  the  world's  smallest  fully  functional  MS  DOS  computer. 


Weighing  only  1.2  lbs.,  the  Poqet  computer  is  not  a  downsized  version  of  a  larger  machine.  It  is  a 
new  concept,  with  a  lot  of  new  technology.  Throughout  the  machine  there  are  innovations  in  design 
and  fundamental  approach.  An  extremely  advanced  power  management  system  not  only  conserves 
weight,  but  also  enables  the  machine  to  run  up  to  100  hours  on  a  pair  of  AA  alkaline  batteries. 

Started  as  a  venture  capital  business,  Poqet  had  many  eager  investors  lined  up  at  the  door  when 
time  came  to  expand  the  capital  base,  relates  Executive  Vice  President  Bow  Rodgers.  The  company 
chose  Fujitsu,  both  because  its  principals  had  worked  with  Fujitsu  before  and  because  they 
understood  the  technical  and  manufacturing  support  Fujitsu  could  provide. 


SPECIAL    ADVERTISING  SECTION 


hard  disk  and  operates  on  the  Microsoft  "  OS/2  industry  standard 
operating  system. 

A  SMALL  FOOTPRINT  AND  COLOR  ARE  BIG  NEWS 
IN  PRINTERS 

Fujitsu  America's  Computer  Products  Group's  and  Fujitsu 
Canada's  DL1100  is  a  breakthrough  for  small  businesses  and 
individuals  -  proof  of  Fujitsu's  commitment  to  make  advanced 
technology  available  to  small  business  and  home  users. 

The  first  of  a  new  family  of  economical  dot  matrix  printers  from 
Fujitsu,  it  has  an  extraordinarily  small  footprint  -  taking  a  third 
less  space  than  other  products  in  this  category.  Quieter  than  the 
other  dot  matrix  printers,  the  DL1 1 00  can  print  8 1/2"  X 1 1 "  paper 
sideways  for  complete  spreadsheets.  There  are  eight  resident 
fonts  and  more  available  on  plug-in  cards. 

SPACE  SAVING  DISPLAYS  WITH 
WORKSTATION  QUALITY 

Tired  of  losing  half  of  your  desk  to  a  computer  monitor?  Starting 
this  summer  the  FPF20000S  plasma  displays  from  Fujitsu 
Component  of  America  will  be  available  in  the  U.S.  and  for  the 
first  time  there  will  be  a  realistic  alternative  to  the  traditional  CRT 
(Cathode  Ray  Tube)  monitors  most  computer  users  still  employ. 
With  a  16"  screen,  the  FPF20000S  offers  flicker-free  workstation 
quality  and  high  resolution. 


High-resolution  Fujitsu  plasma  displays  offer  a  space-saving 
alternative  to  bulky  CRTs  for  personal  computers  and  workstations. 


High,  wide  and  handsome  design  marks  the  DL1 100  printer,  which 
is  available  in  models  for  either  black-and-white  or  color  printing. 

The  FPF20000S  has  two  other  big  advantages.  First,  it  does  not 
produce  ultrasonic  noise,  a  drawback  of  conventional  displays. 
Second,  it  is  small.  Only  3.5"  thick,  the  FPF20000S  takes  up  only 
one-fifth  of  the  space  a  conventional  CRT  would  require. 

NEW,  INDUSTRY-LEADING  DISK  DRIVE 

Almost  10  years  ago,  Fujitsu  introduced  a  revolutionary  10.5" 
disk  storage  drive,  code  named  the  "Eagle,"  which  established  a 
new  industry  standard  for  reliability  and  performance.  Now,  a 
decade  later,  a  new  star  is  born. 

Nicknamed  the  "Eaglet,"  the  M2624  3.5"  disk  drive  features 
more  capacity,  higher  performance  and  an  unmatched  200,000 
MTBF  in  a  form  factor  1/135  the  size  of  the  "Eagle."  With  a 
formatted  capacity  of  520  megabytes  and  weighing  less  than  2.6 
lbs.,  the  M2624  is  the  industry's  highest-performance,  highest- 
capacity  3.5"  disk  drive. 

PUTTING  A  CAP  ON  SERVICE  COSTS 

Fujitsu  CustomerServiceof  Americais  helping  toloweroperating 
costs  for  POS  (point  of  sale)  system  users.  To  support  users  of 
Fujitsu's  advanced  Atrium9000™  POS  system  and  help  them 
hold  service  costs  down,  Fujitsu  Customer  Service  has  introduced 
its  Customer  Assistance  Program  or  CAP. 

With  Fujitsu-provided  training,  documentation  and  support, 
customers  can  diagnose  printer,  keyboard  and  display  faults  and 
have  Fujitsu  send  a  replacement  module  within  24  hours. 
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FUJITSU  MEANS 

ADVANCED 

MICROELECTRONICS 

Fujitsu  can  produce  innovative,  cost-effective  consumer  and 
business  products  because  it  isa  world  leader  in  microelectronics. 
The  POCKET  COMMANDER  is  a  good  place  to  start  looking  at 
some  of  Fujitsu's  micro-products. 

THE  HEART  OF  FUJITSU'S  POCKET  PHONE 

What  makes  the  POCKET  COMMANDER  so  effective? 
Microelectronics  -  especially  the  FMC080802  family  of  small 
amplifier  modules. 

Compared  to  other  amplifiers  the  FMC080802  offers  higher 
efficiency,  lower  noise,  better  intermodulation,  longer  battery 
life,  smaller  size  and  lighter  weight.  As  a  result,  the  FMC080802 
from  Fujitsu  Microelectronics'  Microwave  and  Optoelectronics 
Division  is  one  of  the  industry's  most  sought  after  products  with 
production  set  to  double  this  year. 

FLASH  CARDS  PUT  THE  PERFORMANCE  IN 
PORTABLE  COMPUTING 

How  do  you  pack  so  much  power  into  small  computers'?  The 
latest  portable  computers  - 1  ike  the  Poget  PC™-  simply  have  no 
room  for  conventional  hard  or  floppy  disk  drives.The  solution: 
the  PC  memory  card,  an  integrated  circuit  embedded  in  a  small 
form  factor  about  the  size  of  a  credit  card. 

Last  year,  Fujitsu  Microelectronics'  Integrated  Circuits  Division 
added  to  its  lineup  the  MB98A8000  family  of  1Mbyte  and 


This  CMOS  ASIC 
features  130.000  gates,  a 
feat  made  possible  by 
Fujitsu's  0.8-micron 
drawn  gate  length 
processing  technology. 


This  low-noise  amplifier  module  improves  performance  and  helps 
make  Fujitsu's  cellular  phones  small  and  lightweight. 

4Mbyte  EPROM  (Erasable  Programmable  Read  Only  Memory) 
industry  standard  Flash  Cards. 

Able  to  handle  most  PC  software  programs,  Fujitsu  Flash  Cards 
allow  users  to  store  information  virtually  indefinitely  and  to 
retrieve  it  just  as  they  would  with  conventional  floppy  disks. 

NEW  TECHNOLOGY  FOR  ASIC  DEVICES 

Advances  in  microelectronics  technology  often  serve  as  catalysts 
for  chain  reactions  of  innovation.  Fujitsu,  for  example,  has  a 
highly  advanced  0.8-micron  CMOS  technology.When  used  in 
manufacturing  ASIC  (Application  Specific  Integrated  Circuit) 
devices,  the  result  is  the  highest  speed  CMOS  ASIC  products 
now  available.  This  advance  will  improve  efficiency  in  a  wide 
range  of  products  such  as  minicomputers,  peripherals,  graphic 
processors,  telecommunications  and  instrumentation.The 
technology  has  already  been  used  in  Fujitsu's  latest  SPARC  " 
products. 

EXTENDING  THE  BENEFITS  OF  SPARC  COMPUTING 

SPARC  (Scalable  Processor  ARChitecture)is  one  of  the  hottest 
concepts  in  microelectronics.  The  first  product  designed  by 
Fujitsu  Microelectronics'  Advanced  Products  Division  for  the 
global  market,  it  is  a  32-bit  RISC  (Reduced  Instruction  Set 
Computer)  microprocessor  and  was  the  result  of  Fujitsu's  on- 
going collaboration  with  Sun  Microsystems.  SPARC  has  now 


SPECIAL    ADVERTISING  SECTION 


SPARCIite  embedded  RISC  microcontrollers  are  used  in  applications 
ranging  from  facsimiles  to  communication  satellites. 

been  licensed  to  many  other  computer  and  workstation 
manufacturers. 


The  Advanced  Products  Division's  latest  SPARC  innovation  is 
the  SPARCIite™  family  of  high-end  embedded  RISC 
microcontrollers.  To  achieve  this,  Fujitsu  drew  on  its  extensive 
SPARC  expertise  as  well  as  such  innovations  as  its  new  0.8- 
micron  CMOS  process.  The  result  is  a  full  custom  modular, 
high-speed  compact  core  with  high  levels  of  integration.  Fast 
and  flexible,  it  offers  product  designers  high  performance, rapid 
innovation  and  cost-effective  solutions. 

With  a  wide  range  of  development  design  support  already 
available,  SPARCIite  has  wide  applications  in 
telecommunications,  imaging,  robotics,  data  acquisition  and 
real-time  control. 

The  text  of  this  special  advertising  section  was  written  by 
Christopher  S.  Gray  Ph.D.  Dr.  Gray  is  an  expert  on  Japan  and 
Japanese  business  in  the  U.S.  Art  direction  and  design  by 
Platinum  Design  Inc.,  N  Y. 


SUN  MICROSYSTEMS  "SPARCS"  AN  INDUSTRY 


Founded  in  1 982,  Sun  Microsystems  has  emerged  as  the  foremost  global  supplier 
of  networked  UNIX  -  workstation  products.  Indeed,  so  great  is  its  international 
success  that  only  one  other  major  U.S.  company  derives  a  higher  proportion  of 
sales  from  exports. 


From  its  earliest  days,  Sun  was  determined  to  move  ahead  of  the  pack.  It  pioneered  the  "open 
systems"  concept  of  linking  computers  from  different  vendors.  Intent  on  delivering  the  industry's 
best  price/performance,  Sun  created  SPARC,  a  new  RISC  (Reduced  Instruction  Set  Computer) 
microprocessor.  Sun  partnered  with  Fujitsu  to  manufacture  the  first  SPARC  chips  and  this 
collaboration  has  marked  a  new  era  in  computing  history. 

"Fujitsu's  fast,  able  efforts  in  creating  an  implementation  of  our  SPARC  architecture  had  a  major 
impact  on  our  time-to-market  for  our  first  SPARC  system,"  notes  Wayne  Rosing,  vice  president  of  Sun 
Laboratories  and  formerly  vice  president  of  Sun's  desktop  systems  and  graphics  group. 

"Sun  has  encouraged  the  participation  of  many  semiconductor  and  system  vendors  in  the  SPARC 
market,"  Rosing  continues.  "Fujitsu  Microelectronics  had  the  foresight  and  design  expertise  to 
embrace  the  SPARC  vision.  Fujitsu  has  shown  its  commitment  through  subsequent  products,  such 
as  a  family  of  SPARC  chips  for  the  embedded  market." 
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WHO'S  WHO 
IN  FUJITSU 


FUJITSU  AMERICA,  INC. 
Corporate  Headquarters 

3055  Orchard  Drive 

San  Jose,  California  95134-2022 

(408)  432-1300;  Fax:  (408)  432-1318/1319 

Cellular  Moblie  Telephone  Division 

2801  Telecom  Parkway 

Richardson,  Texas  75082 

(214)  690-6000,  Fax  (214)  497-6973 

Manufactures  and  markets  the  complete  line 

ol  THE  COMMANDED  cellular  telephones, 

including  the  POCKET  COMMANDER™ 

Computer  Products  Group 

3055  Orchard  Drive 
San  Jose,  California  95134-2022 
1-800-626-4686,  (408)  432-1300 
Fax:  (408)  432-1318/1319 
Manufactures  and  markets  Winchester  and 
flexible  disk  drives,  tape  drives,  controllers 
and  storage  systems,  as  well  as  a  lull  range 
ol  user-triendly,  highly  functional  printers 

Information  Systems  Group 

3055  Orchard  Drive 
San  Jose.  California  95134-2022 
1-800-233-1798,  (408)432-1300 
Fax:  (408)  434-0475 

Researches  and  develops  a  broad  range  ol 
computer  products,  markets  engineering- 
related  software  and  Japanese  word 
processors,  and  ports  application  packages 
to  the  Fujitsu  UNIX®  environment 

Private  Networks  Division 

2801  Telecom  Parkway 
Richardson,  Texas  75082 
(214)  690-6000,  Fax  (214)  497-6991 
Markets  DMIX  (Digital  Multimedia 
Intormation  Exchange),  a  Tl  nodal 
processor,  integrating  voice,  data,  image  and 
video  transmissions,  and  video  conference 
systems 

Transmission  Division 

2801  Telecom  Parkway 
Richardson,  Texas  75082 
1-800-777-FAST,  (214)  690-6000 
Fax  (214)  497-6990 
Manufactures  and  markets  high-capacity 
asynchronous  and  SONET  fiber  optic 
systems,  digital  multiplexers,  digital  loop 
carrier  transmission  systems  and  related 
equipment 


FUJITSU  BUSINESS 
COMMUNICATION  SYSTEMS 
Headquarters: 

3190  Miraloma  Avenue 

Anaheim,  California  75081 

(714)  630-7721,  Fax  (714)  630-2991 

Sales,  Marketing  &  Service 

4605  East  Elwood  Street 
Phoenix,  Arizona  85040 
1-800-533-3263;  (602)921-5900 
Fax:  (602)921-4800 
Designs,  manufactures  and  markets  an 
advanced  line  of  PBX  (private  branch 
exchange)  systems  for  30  to  9.600  lines, 
including  the  ISDN-arch  itectured  F9600TM 

FUJITSU  COMPONENT  OF 
AMERICA,  INC. 

3545  North  First  Street 
San  Jose,  California  95134 
1-800-441-2345,  ext.  238  (CA  only) 
1-800-556-1234,  ext.  238 
Fax:  (408) 432-9044 
Markets  and  distributes  a  broad  range  ol 
components  and  peripherals,  including 
plasma  displays,  relays,  connectors, 
keyboards  and  thermal  printers 

FUJITSU  CUSTOMER  SERVICE  OF 
AMERICA,  INC. 

11085  North  Torrey  Pines  Road 
La  Jolla,  California  92037 
1-800-345-0845;  (61 9)  457-9900 
Fax:  (619)  457-9968 

Comprehensive  on-site  and  depot  repair  for 
Fujitsu  products  in  the  United  States 

FUJITSU  IMAGING  SYSTEMS  OF 
AMERICA,  INC. 

3  Corporate  Drive 
Danbury,  Connecticut  06810-9998 
1-800-243-7046,(203)  796-5400 
Fax: (203) 796-5674 

Designs,  markets  and  services  Fujitsu's  dex® 
line  ol  tax  machines  for  office,  personal  and 
mobile  use 


FUJITSU  MICROELECTRONICS,  INC. 
Corporate  Headquarters 

3545  N  First  Street 

San  Jose,  California  95134-1804 

(408)  922-9000;  Fax  (408) 432-9044/9045 

Advanced  Products  Division  and 
Cooperative  Ventures  Division 

77  Rio  Robles 

San  Jose,  California  95134-1807 
1-800-523-0034;  (408) 456-1160 
Fax:  (408)  943-9293 

Designs  advanced  microelectronic  products 
including  the  SPARC®  chip 
family  and  the  Ethernet®  controller  family 
Evaluates  and  manages  joint  ventures  and 
equity  investments 

Integrated  Circuits  Division 

3545  N  First  Street 

San  Jose,  California  95134-1804 

1-800-642-7616;  (408) 922-9000 

Fax:  (408)  432-9044 

Designs,  develops,  manufactures  and 

markets  a  broad  line  of  standard  and  custom 

semiconductor  products,  including 

memories,  logic  and  analog  devices, 

hybrids,  microcomputer, 

telecommunications,  and  custom  and 

semi-custom  ASIC  products 

Microwave  and  Optoelectronics 
Division 

50  Rio  Robles 

San  Jose.  California  95134-1806 

(408) 922-9550 

Fax'  (408)  428-9111 

Designs  and  markets  microwave  and 

lightwave  semiconductor  devices  worldwide 

FUJITSU  NETWORK  SWITCHING  OF 
AMERICA,  INC. 
Corporate  Headquarters  and 
Switching  Division 

4403  Bland  Road 
Somerset  Park 

Raleigh,  North  Carolina  27609 
(919)790-2211,  Fax:(919)790-8376 


FUJITSU 

The  global  computer  &  communications  company. 


ISDN  Network  Terminals  Division 

3055  Orchard  Drive 
San  Jose,  California  95134-2022 
(408)  432-1300;  Fax:(408)945-1088 
Designs  and  markets  ISDN  terminals  and 
central  office  switching  equipment,  includ 
the  FETEX™- 150  central  office  switch 


FUJITSU  SYSTEMS  BUSINESS  OF  1 
AMERICA,  INC. 

2988  Oakmead  Village  Court 
Santa  Clara,  California  95051 
(408)988-8012,  Fax:  (408)  492-1982 
Markets  Fujitsu  mainframe,  office  and 
personal  computers;  and  works  with  U.S. 
software  companies  to  develop  software  Ic 
Fujitsu  computer  systems 

FUJITSU  SYSTEMS  OF  AMERICA, 
INC. 

12670  High  Bluff  Drive 
San  Diego,  California  92130-2013 
(619)481-4004,  Fax:  (619)  481-4093 
Develops  and  markets  retail  point  of  sale 
(POS)  systems,  handheld  computer  system 
and  automated  teller  machines  (A  TMs) 

INTELLISTOR,  INC. 

2402  Clover  Basin  Drive 
Longmont,  Colorado  80503 
(303)  682-6400,  Fax:  (303)  682-601 
Designs  advanced  intelligent  data  storage 
subsystems  and  devices  which  Fujitsu 
manufactures 

POQET  COMPUTER  CORPORATIOI 

5200  Patrick  Henry  Drive 
Santa  Clara,  California  95054 
(408) 982-9500;  Fax (408) 496-0575 
Manufacturers  and  markets  super  portable 
MS  DOS  based  computers,  peripherals, 
solid  state  media  and  a  lull  range  of 
compatible  software  to  worldwide  markets 

FUJITSU  CANADA,  INC. 
Computer  Peripherals  Group 

6280  Northwest  Drive 
Mississauga,  Ontario  L4V 1J7 
1-800-263-8716,(416)  673-8666 
Fax:(416)  673-8677 

Information  Systems  Group 

5140  Yonge  Street,  Suite  2000 
Box  30 

North  York,  Ontario  M2N  6L7 
(416)512-0342;  Fax:  (416)512-0344 
With  responsibility  for  meeting  the  needs 
Canadian  customers  markets  Fujitsu 
general-purpose  computers,  workstations, 
personal  computers,  disk  drives,  magnetic 
tape  drives,  printers,  image  scanners, 
facsimiles  and  cellular  telephones 


Atr,um™and  Series  7000-are  trademarks  ot  Fujitsu  Systems  ot  America.  Inc.  •  THE  COMMANDER*  is  a  registered  trademark  and  POCKET  COMMANDER™ is  a  trademark  of  Fujitsu  America.  Inc.  •  dex<5 
is  a  registered  trademark  ot  Fujitsu  Imaging  Systems  of  America,  Inc.  •  DMIX-and  FETEX™are  trademarks  of  Fujitsu  Ltd.  •  Ethernet®  is  a  registered  trademark  of  Xerox  Corporation  •  F9600'«is  a  trademar* 
of  Fujitsu  Business  Communication  Systems,  Inc.  •  Microsoft®  and  MS®  are  registered  trademarks  of  Microsoft,  Inc.  •  SPARC®  is  a  registered  trademark  of  SPARC  International  •  SPARCIiie™is  a  trademarl 
ot  SPARC  International  •  UNIX®  is  a  registered  trademark  of  UNIX  Systems  Laboratories,  Inc 
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CEO 
DISEASE 

EGOTISM  CAN  BREED  CORPORATE  DISASTER— AND  THE  MALADY  IS  SPREADING 


R 


obert  A.  Schoellhorn  appeared  to 
be  the  model  chief  executive.  As 
ceo  of  Abbott  Laboratories,  the 
former  sales  rep  had  overseen  a  major 
comeback,  nearly  tripling  sales  and  qua- 
drupling profits  during  the  1980s.  He 
was  toasted  as  an  Executive  of  the  Year 
by  a  business  magazine  in  1986  and  in- 
vited on  the  boards  of  more  than  half  a 
dozen  corporations  and  trade  groups. 

But  few  people  knew  much  about  the 
less  public  Schoellhorn — the  grandiose 
man  who  ruled  over  his  company  as  if  it 
were  a  private  fiefdom.  Few  people,  that 
is,  until  Abbott's  board  kicked  him  out 
last  March.  He  sued  over  his  dismissal, 
and  Abbott  countercharged.  There  was  a 
barrage  of  embarrassing  charges — in- 
cluding misuse  of  company  assets  and 
expense-account  irregularities.  The 
board  even  looked  into  a  bizarre  incident 
at  Schoellhorn's  60th  birthday  party  in- 
volving a  stripper  hired  by  his  former- 
secretary-turned-wife. 

The  strange  saga  of  Robert  Schoell- 
horn came  to  an  end  with  an  out-of-court 
settlement  that  cost  Abbott  S5.2  million 
in  July.  What  happened?  Many  who 
worked  with  him  believe  that  Schoell- 
horn. like  some  other  top-notch  execu- 
tives, fell  victim  to  his  own  success. 

Pampered,  protected,  and  perked,  the 
American  CEO  can  know  every  indul- 
gence. The  executive  who  finally  reaches 
the  top  of  a  major  corporation  enters  an 


exclusive  fraternity.  The  CEO's  judgment 
and  presence  are  eagerly  sought  by  oth- 
er captains  of  industry  and  policymak- 
ers. CEOs  zip  around  the  world  in  private 
jets  and  cash  the  heftiest  personal  pay- 
checks in  industry.  They  take  home  85 
times  what  the  average  blue-collar  work- 
er makes,  unlike  their  counterparts  in 
Japan,  where  the  ratio  is  closer  to  10  to 
1  (page  60). 

It  is  a  job  that  can  easily  go  to  one's 
head — and  often  does.  "Too  many  people 
treat  CEOs  as  some  kind  of  exalted,  om- 
nipotent leader."  says  John  Sculley.  CEO 
of  Apple  Computer  Inc.  "The  real  dan- 
ger is  that  you  start  believing  that 
stuff."  Sculley  took  a  sabbatical  in  1988 
as  a  way  of  "reacquainting  myself  with 
the  fact  that  I'm  a  mere  mortal." 

Many  chief  executives  come  to  believe 
that  they  are  much  more  than  that.  The 
perquisites  and  deferences  create  a  pro- 
tective cocoon — if  not  a  full-fledged  fan- 
tasy world — for  the  chieftains  of  some 
of  the  nation's  largest  companies. 
"Many  CEOs  take  on  a  level  of  self-im- 
portance that  goes  way  beyond  reality." 
says  Douglas  D.  Danforth,  former  CEO 
of  Westinghouse  Electric  Corp.  and  now 
a  director  at  several  large  corporations. 
"They  view  the  company  as  their 
own  ....  Some  people's  personalities 
change  completely.  If  you're  not  careful, 
you  can  be  seduced.'' 

Call  it  ceo  Disease.  The  symptoms  are 


all  too  familiar:  The  boss  doesn't  seem  U 
understand  the  business  anymore.  Deci 
sions  come  slowly,  only  to  be  abruptly 
changed.  He  (there  are  only  two  womer 
CEOs  in  the  BUSINESS  week  1000)  feels 
he  can  do  no  wrong  and  refuses  to  con 
cede  any  mistake.  He  begins  to  surrounc 
himself  with  sycophants  in  senior  man 
agement  and  on  the  board. 
telltale  signs.  Increasingly,  the  boss 
may  seem  out  of  touch — spending  toe 
much  time  away  from  the  job,  playing 
the  role  of  statesman  for  the  sake  of 
personal  recognition.  He  may  even  com 
pete  with  industry  counterparts  over 
how  much  money  he  makes,  how  big  the 
headquarters  building  is,  or  how  many 
corporate  jets  are  parked  on  the  landing 
strip.  And  when  it's  time  to  leave  the 
job,  the  boss  just  hangs  on,  often  by 
undermining  potential  successors. 

The  majority  of  chief  executives  man- 
age to  sidestep  the  job's  many  pitfalls 
They  maintain  the  high  level  of  leader 
ship  and  commitment  that  got  them  into 
the  corner  office  in  the  first  place.  They 
learn  to  deal  with  the  intense  pressures 
of  the  job  and  the  awesome  responsibil- 
ity of  running  far-flung  enterprises  with 
thousands  of  employees  and  billions  in 
revenues  (page  59).  "There  are  lots  of 
CEOs  who  work  in  their  shirtsleeves  and 
don't  hide  behind  the  facade  of  corporate 
leadership."  says  former  Jewel  Cos.  CEO 
Donald  Perkins.  He  believes  onlv  a  few 


DOES   YOUR   BOSS   HAVE  IT? 


►  He  or  she  can 

do  no  wrong, 
refusing  to 
concede  any 
mistake 


►  Spends  ex- 
cessive time  on 
the  boards  of 
other  companies 
or  civic  groups, 
playing  the  role 
of  statesman 


►  Surrounded 
by  sycophants 
who  yes  the 
boss's  every 
whim 


►  Wants  to 
make  every 
decision  but 
doesn't  bother 
finding  out  all 
the  details 


►  Always  try- 
ing to  be  one 
up  on  counter- 
parts in  salary, 
headquarters, 
aircraft 


►  Overly  con- 
cerned about 
where  she  sits 
in  meetings  or 
whether  people 
rise  when  he 
enters  a  room 


►  Relishes  me- 
dia attention — 
not  especially 
for  the  company 
but  for  personal 
gain 


►  Hangs  on  to 
the  job  too 
long — often  un- 
dermining can- 
didates who 
might  someday 
be  successors 


ILLUSTRATIONS  BY  BLAIR  DRAWSON 


of  his  compatriots  exhibit  the  full-blown 
symptoms  of  "the  Imperial  CEO." 

Still,  plenty  of  chief  executives,  under 
the  often  enormous  strain  of  churning 
out  positive  earnings  every  quarter, 
sometimes  display  isolated  symptoms 
without  having  the  disease.  And  for 
some  bosses,  only  one  or  two  symptoms 
can  be  enough  to  undermine  a  company. 

Harold  S.  Geneen,  an  autocrat  who 
ruled  over  ITT  Corp.  with  an  iron  fist  and 
an  oversize  ego,  summed  up  the  problem 
succinctly:  "The  worst  disease  that  can 
afflict  business  executives  in  their  work 
is  not,  as  popularly  supposed,  alcohol- 
ism." he  wrote  in  his  memoirs. 
"It's  egotism."  It  is  a  problem, 
Geneen  thinks,  that  is  "still  in 
the  closet,  a  secret  everyone 
knows,  few  talk  about,  and  al- 
most no  one  knows  how  to  han- 
dle. The  egotist  may  walk  and 
talk  and  smile  like  everyone 
else.  Still,  he  is  impaired  as 
much  by  his  narcissism  as  the 
alcoholic  is  by  his  martinis." 

It  is  still  rare  when  the 
board  of  directors  or  a  compa- 
ny's shareholders — the  natural 
checks  and  balances  to  a  CEO's 
power — hold  a  corporate  chief- 
tain accountable  before  it's  too 
late.  And  with  the  decline  in 
takeover  activity,  which  put 
more  pressure  on  CEOs  to  per- 
form, a  strong  case  can  be 
made  that  incidence  of  this  mal- 
ady is  likely  to  rise. 

MORALE  BUSTERS.  Much  of  the 

damage  done  by  an  afflicted 
CEO  is  insidious,  striking  at  the 
heart  of  the  corporation's  abili- 
ty to  compete:  employee  mo- 
rale. One  employee  survey  af- 
ter another  confirms  that  a 
severe  gulf  is  emerging  in 
many  companies  between  the 
CEO  and  his  work  force.  As  the 
rank  and  file  lose  faith  in  top 
management,  morale  often  col- 
lapses. Employees  fail  to  gener- 
ate the  new  ideas  that  are  the 
lifeblood  of  any  renewing  enterprise.  A 
we-vs.-them  attitude  prevails.  Sometimes 
it  can  be  a  contributing  factor  in  bring- 
ing a  company  down,  as  it  was  at  Bank 
of  Xew  England  and  Lone  Star  Indus- 
tries, both  of  which  ended  up  bankrupt. 

Few  chief  executives  come  close  to  the 
greed  and  excess  symbolized  by  F.  Ross 
Johnson,  who  unsuccessfully  tried  to 
take  rjr  Nabisco  Inc.  private  in  a  deal 
that  would  have  enriched  Johnson  so  ex- 
travagantly that  it  made  other  big  LBO 
payoffs  of  the  decade  look  paltry.  The 
most  visible  sign  of  corporate  largess 
was  Johnson's  palatial  hangar  in  Atlanta 
for  RJR  Nabisco  Inc.'s  26  corporate  pilots 


and  10  planes.  Adjacent  to  the  hangar  is 
a  three-story  building,  complete  with 
Italian  marble  floors,  inlaid  mahogany 
walls,  and  a  roomy  atrium  with  a  Japa- 
nese garden.  It's  a  remaining  asset  that 
Kolhberg  Kravis  Roberts  &  Co.,  which 
took  RJR  Nabisco  private,  has  yet  to  un- 
load. Asking  price:  $10  million.  Unload- 
ing Johnson  was  far  more  costly:  He 
walked  away  with  $53.8  million,  the  larg- 
est golden  parachute  ever. 

If  some  CEOs  feel  the  need  to  compete 
on  the  basis  of  corporate  aircraft,  others 
gain  a  sense  of  superiority  by  construct- 
ing huge  headquarters  buildings  or  oth- 
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Conn.,  from  his  home  in  Florida — eve 
as  the  free-spending  executive  told  hi 
own  managers  to  fly  coach.  Lone  Stai 
the  nation's  largest  cement  companj 
filed  a  Chapter  11  bankruptcy  in  Deeerr 
ber,  and  Stewart  resigned  a  month  late 
as  the  board  conducted  an  inquiry  int 
his  expenses.  Stewart  says  the  comp; 
ny's  failure  was  the  result  of  a  dowr 
turn  in  the  cement  industry  and  foreig 
"dumping." 

shy  people.  There  are,  of  course,  event 
that  have  nothing  to  do  with  the  CEO 
hubris  that  conspire  to  make  the  No. 
job  tougher.  Information  once  readil 
available  to  him  as  a  senior  e> 
ecutive  often  becomes  filterec 
Few  subordinates  want  to  d< 
liver  the  bad  news.  And  a  pow 
erful  CEO,  by  his  very  nature 
often  discourages  such  beha\ 
ior.  Former  Texas  Air  Corj  !_ 
CEO  Frank  A.  Lorenzo's  repute  :: 
tion  as  a  tough  boss  so  intim  ft 
dated  top  executives  that  the; 
dared  not  defy  him.  "Whejr 
Frank  was  in  a  meeting,  th- 
whole  chemistry  of  it  changed, 
says  one  former  colleague  § 
"Once  they  saw  which  way  hfr- 
was  going,  a  couple  of  peopl 
would  hop  on  it.  and  the  trail 
was  rolling." 

It  is  almost  axiomatic  thaL: 
those  who  rise  or  raid  thei  fa 
way  to  the  top  of  large  corpora 
tions   are   intensely  drivenji. 
That's  not  bad  in  itself.  Bu 
trouble  can  arise  when  thi 
drive  is  fueled  bv  what  Hai 
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IS  MANAGEMENT  STYLE  WAS  DUBBED 
WWW — WHATEVER  WALTER  WANTS.  -ONCE 
WALTER  WAS  RILED  UP.  PEOPLE  WOULD  END  UP 
YESSING  HIM  TO  DEATH' 


vard  business  school  manage  k 
Professor  Abraham  Za 
calls  "unhealthy  narcis 

Km 


er  edifices.  The  late  Armand  Hammer  of 
Occidental  Petroleum  Corp.  spent  more 
than  $50  million  of  corporate  funds  to 
build  an  elaborate  art  museum  that 
bears  his  name.  Only  a  lawsuit  by  major 
shareholders  prevented  Hammer  from 
spending  even  more. 

There  are  dozens  of  less-known  exam- 
ples. In  the  midst  of  a  $271  million  loss 
in  1989,  Lone  Star  Industries  Inc.  Chief 
James  E.  Stewart  ordered  layoffs,  put 
$400  million  of  corporate  assets  on  the 
block,  and  eliminated  the  company's  divi- 
dend. But  Stewart  had  a  $2.9  million  ex- 
pense account  and  still  flew  in  the  corpo- 
rate jet  to  headquarters  in  Stamford, 


merit 
leznik 

sism."  Few  if  any  manager 
are  motivated  solely  by  the  al 
truistic  desire  to  better  the  cor  | 
poration.  They  are  also  striving  p 
to  satisfy  inner,  ego-relate(  \ 
needs.  Eric  G.  Flamholtz,  a  Uni 
versity  of  California  at  Los  An  $ 
geles  management  professor 
says  the  inner  agenda  center 
on  an  executive's  needs  for  self-esteerrjit 
and  control  over  people  and  events 
While  these  needs  are  healthy  in  moder 
ation.  they  cause  problems  if  they  ge 
out  of  hand.  u 
With  each  higher  step  on  the  corpo  ;, 
rate  ladder,  an  executive  discovers  fewei  g 
restraints:  unlimited  expense  accounts  % 
fewer  performance  appraisals,  and  th(Lr 
power,  in  some  cases,  to  make  decisions  lC 
unchallenged  by  anyone.  'Tou  have  few  ■ 
er  people  to  report  to  and  fewer  peopk  .■ 
who  control  what  you  do,"  says  Harrjjj 
Levinson.  a  corporate  psychologist.  The  • 
decreased  supervision  and  increasec  [t 
power  that  coincide  with  success  only. 
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E  FELT  THE 
COMPANY  OWED 
IIM  SO  MUCH  BECAUSE 
IT  WAS  SUCCESSFUL.' 

NO  AMOUNT 
OF  MONEY  OR  PERKS 
CAN  SATISFY 
THE  BOSS 


force  and  confirm  the  narcissist's  al- 
ly grandiose  self-image.  If  he  attains 
top  job,  it  comes  bubbling  to  the 
'ace.  "They  think  they  have  the  right 
>e  condescending  and  contemptuous 
eople  who  serve  them,"  says  Levin- 

"They  think  they  are  entitled  to 
ilege  and  the  royal  treatment." 
and  hers.  Consider  the  rise  of 
aellhorn  at  Abbott.  He  joined  the 
pany  in  1973  after  26  years  with 
2rican  Cyanamid  Co.,  rising  to  be- 
e  CEO  only  six  years  later.  He  presid- 
)ver  a  steady  and  uninterrupted  in- 
.se  in  earnings,  revenues,  and  profit 
gins.  But  a  few  years  after  becom- 
chief  executive,  Schoellhorn  seemed 
•hange,  according  to  Abbott  execu- 
3  who  knew  him.  "He  felt  the  compa- 
>wed  him  so  much  because  it  was  so 
:essful,"  says  a  former  Abbott  exec- 
e.  "There  was  no  price  he  could  ex- 
t  that  would  make  the  led- 

balance  out."  Schoell- 
i  has  declined  both  writ- 
and  telephone  requests  by 
INESS  week  for  an  inter- 
im for  this  story. 
I'hoellhorn  divorced  his  wife 
5  years  in  1985,  citing  irrec- 
lable  differences,  and  mar- 
I  his  secretary  a  few 
iths  later.  He  spent  millions 
lollars  of  Abbott  money  to 
a  pair  of  the  priciest  corpo- 
i  jets  then  available — an  un- 
al  expense  at  what  had 
a  a  conservatively  run  com- 
y.  "They  were  dubbed  'his 
hers,'  because  only 
oellhorn  and  his  wife  used 
n,"  says  one  executive.  "It 

never  part  of  the  Abbott 
ure  before." 

:  didn't  help,  former  execu- 
s  say,  that  Schoellhorn's 


second  wife  picked  out  the  china  and  the 
custom-made  seats  for  the  jets.  She  even 
had  their  favorite  hole  at  the  Indian 
Wells  Country  Club  near  Palm  Springs, 
Calif.,  etched  into  the  partition  glass  of 
one  of  the  planes.  And  when  a  new  mod- 
el of  the  same  aircraft  came  out  only  a 
few  years  later,  Schoellhorn  spent  more 
than  $20  million  to  acquire  it. 

At  work,  he  increasingly  refused  to 
allow  anyone  to  challenge  him.  Over  a 
nine-year  period,  Schoellhorn  ousted 
three  heirs  apparent  because,  several  ex- 
ecutives say,  they  weren't  yes-men.  Divi- 
sion heads  began  to  worry  that  Schoell- 
horn was  sacrificing  long-term  growth 
by  cutting  R&D  budgets  to  maintain  15% 
earnings  growth  a  year.  Says  a  current 
top  executive:  "The  primary  agenda  of 
Bob  Schoellhorn  was  preserving  his 
own  power  and  eliminating  his  competi- 
tion. He  was  addicted  to  the  power  and 


the  privilege  of  the  office." 

Outside  the  company,  as  Ab- 
bott stock  soared,  Schoellhorn 
was  something  of  a  hero.  He 
joined  the  boards  of  other  com- 
panies and  groups,  including 
Pillsbury  Co.  and  ITT,  and 
spent  so  much  time  on  outside 
activities  that  his  colleagues 
began  to  think  of  him  as  an 
absentee  manager.  One  top  ex- 
ecutive estimates  that  Schoell- 
horn was  on  the  road  70%  to 
807"  of  the  time.  "Schoellhorn 
lost  his  ability  to  lead  Abbott 
because  he  lost  the  respect  of 
its  executives,"  he  says. 

When  his  wife  hired  a  strip- 
per for  his  birthday  party,  at- 
tended by  fellow  executives 
and  their  wives,  it  was  too 
much  for  many  of  the  already 
disenchanted  management 
team  to  endure,  according  to 
several  executives.  Many  of  the  guests 
were  appalled.  Schoellhorn's  wife  didn't 
return  telephone  calls  for  comment.  Af- 
ter Schoellhorn  forced  the  resignation  of 
his  third  apparent  successor  in  1989,  the 
birthday  party  incident  became  an  issue 
in  a  board  investigation  that  led  to  his 
firing  in  March,  1990. 
boss's  red  glare.  Abbott's  board,  at 
least,  finally  checked  Schoellhorn  before 
his  behavior  severely  affected  profitabili- 
ty. But  in  many  cases,  boards  wait  until 
it's  too  late.  One  recent  example  is  the 
dramatic  decline  of  Bank  of  New  En- 
gland Corp.,  which  was  seized  by  the 
government  on  Jan.  6.  It  wasn't  until 
after  an  examination  by  federal  regula- 
tors disclosed  that  the  bank  had  $1.2 
billion  in  bad  real  estate  loans  in  late 
1989  that  the  board  forced  out  CEO  Wal- 
ter J.  Connolly  Jr. 
Many  former  executives  and  analysts 


HEN  IT  COMES 
TIME  TO  LEAVE  THE 
JOB.  THE  BOSS  JUST 
HANGS  ON,  OFTEN  BY 
UNDERMINING  AND 
FIRING  POTENTIAL 
SUCCESSORS 
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These  Days  When  A  Worker  Has  An  Accident,  Eve 


■ 


The  Workers  Compensation  System  was 
designed  to  help  injured  workers  get  well,  and 
return  to  work.  In  most  states,  it  does.  In  other 
states,  the  problems  aren't  simply  big.  They're 
enormous. 

And  beginning  to  spread  into  other  states. 
Right  down  the  line,  everybody's  starting  to  feel 
the  effects  —  from  the  workers,  to  their  families, 
to  the  employers,  to  the  insurers. 

The  System 

Over  75  years  ago,  when  it  was  created  to 
protect  workers  from  on-the-job  injuries,  Workers 
Compensation  was  based  on  some  well-inten- 
tioned and  well-received  ideas: 

To  prevent  work-related  accidents  from  ever 
happening. 

To  give  prompt,  quality  medical  attention 


and  equally  prompt  income  benefits. 

To  rehabilitate  injured  workers  and  help 
them  get  back  to  work. 

To  offer  cost  stability  to  the  employer. 

And  ultimately,  to  keep  the  entire  workf 
productive  — the  less  down-time,  the  more  ti 
you  have  to  be  competitive,  and  stay  compet: 
The  Obstacles 

It  bears  repeating:  There  are  problems.  E 
problems,  in  many  states,  that  need  fixing.  W 
also  need  to  strengthen  the  system  so  that  tht 
problems  don't  spread  to  other  states. 

Problems  like  unnecessary,  time-consun 
litigation.  Soaring  claims  costs.  Underfunded 
understaffed  state-administered  agencies.  Ar 
on  a  national  level,  runaway  medical  costs. 

Fact  is,  the  economies  of  entire  states  are 


©  Liberty  Mutual  Insurance  Croup/Boston.  1990 


ing— partly  because  businesses  won't  reta- 
in places  where  Workers  Compensation  is 
isarray. 

For  some  states,  the  situation  is  so  critical, 
rers  have  stopped  writing  Workers  Compen- 
m  Insurance  altogether— premiums  won't 
1  cover  losses  and  expenses. 

The  Way  To  Help 

What  can  you  possibly  do  to  help?  You'd  be 
irised.  To  help  restore  and  strengthen  the 
em  in  your  state,  you  can  take  two  courses  of 
in. 

First:  Be  aware.  Find  out  what's  happening 
Dur  state,  how  you're  affected,  and  what  you 
do  to  help.  Talk  to  your  insurance  company 
usiness  trade  association. 

Or  two:  Share  your  views  by  writing  to 


Gary  Countryman,  President  and  CEO  of 
Liberty  Mutual,  175  Berkeley  Street,  Boston,  MA 
02117  We'll  help  you  get  in  touch  with  people  in 
your  state  who  can  help. 

When  strong  and  fit,  the  Workers  Compen- 
sation System  works  hard,  and  works  well. 
Everyone  it  touches,  it  benefits  — especially  the 
injured  worker. 

Which  is  why  considering  all  it  stands  for, 
we  should  do  everything  possible  to  keep  it 
standing. 


LIBERTY 

MUTUAL, 


Help  Strengthen  Workers  Compensation, 
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lay  the  blame  for  the  debacle  on  Connol- 
ly, a  former  Marine  who  supervised  drill 
instructors.  He  is  widely  described  as  a 
temperamental  autocrat  with  an  unpre- 
dictable, Jekyll-and-Hyde  personality. 
Connolly  so  completely  dominated  the 
bank  over  his  five  years  as  chief  execu- 
tive that  his  management  style  was 
dubbed  www— Whatever  Walter  Wants. 
What  Connolly  wanted,  and  got,  were 
terrified  yes-men.  During  monthly  meet- 
ings with  his  top  executives,  he  would 
aim  his  sights  on  one  manager  picked  at 
random.  Connolly  would  grill  the  hapless 
victim  with  rapid-fire  questions  and  a 
relentless  glare. 

"One  officer  might  say:  'Deposits  are 
up  107< ,  and  we're  really  pleased  because 
it's  the  second  month  in  a  row,'  "  recalls 
a  former  executive.  "Connolly  would 
say:  'Why  are  you  pleased?  Do  you  think 
10  '  is  enough?  Why  do  you  jump  to 


bled  steelmaker.  His  moves  into  such 
far-afield  areas  as  drug  wholesaling,  oil 
distribution,  retailing,  and  savings  and 
loans  have  reaped  more  than  $700  mil- 
lion in  cumulative  losses  during  the  past 
decade.  For  most  of  that  period,  Love 
was  too  busy  attending  to  an  enormous 
list  of  civic  commitments  to  focus  fully 
on  the  disaster  at  NIL  From  1984  to  1988, 
during  the  height  of  the  company's 
woes,  he  sat  on  more  than  a  dozen  cor- 
porate and  civic  groups. 

Love  was  voted  out  of  office  at  an 
annual  meeting  last  July  and  was  sched- 
uled to  resign  as  CEO  on  Mar.  31.  Howev- 
er, in  a  recent  letter  to  BUSINESS  WEEK, 
Love  strongly  disagreed  with  these  criti- 
cisms and  contended  that  "we  are  well 
on  our  way  to  fulfilling  our  objectives." 
But  by  now,  National  Intergroup  is  only 
a  shadow  of  its  former  self. 

Love  had  some  CEO  Disease  symptoms 


who  have  the  time  to  learn  enoug 
about  a  company  and  its  managemenj 
to  make  informed  decisions  about  it] 
leadership. 

If  the  boss  isn't  receptive  and  prob 
iems  mount,  a  responsible  director  ha, 
no  choice  but  to  press  for  change.  Oi| 
four  separate  occasions  since  he  starte 
serving  on  boards,  Jewel's  Perkins  say: 
"I've  sat  down  with  the  CEO  and  said:  'I 
my  judgment,  you've  made  the  contrib 
tion  you  can  to  this  organization.' 
Three  CEOs  took  early  retirement. 

Ultimately,  the  power  to  prevent,  an 
if  necessary,  cure  CEO  Disease  rests  wit 
the  shareholders.  They  have  the  right 
and  the  duty,  to  insist  on  a  board  o 
competent  and  aggressive  outsiders.  A 
least,  they  do  in  theory.  In  reality,  share 
holders  are  often  either  passive,  indiffei 
ent,  or  only  invested  in  the  stock  on 
short-term  basis. 


CEOs  WHO  LOST 


U 


COMPANIES 


F.  ROSS  JOHNSON 
RJR  NABISCO 
RESIGNED  FEB.,  1989 

Insisted  on  all  the  trap- 
pings, including  a  10- 
plane  air  force;  his  fow- 
ball  LBO  package 
became  an  embarrass- 
ment to  directors 


WALTER  J.  CONNOLLY 
BANK  OF  NEW  ENGLAND 
OUSTED  JAN.,  1990 

Ruled  so  completely  that 
many  managers  feared 
telling  him  anything  he 
didn't  want  to  hear.  The 
bank's  financial  woes 
led  to  his  ouster 


ROBERT  A.  SCHOELLH0RN 
ABBOTT  LABORATORIES 
OUSTED  MAR.,  1990 

Turned  Abbott  around — 
then  loaded  up  on  the  re- 
wards of  success.  A  habit 
of  replacing  would-be  heirs 
helped  cost  him  the  trust  of 
managers  and  the  board 


JAMES  E.  STEWART 
LONE  STAR  INDUSTRIES 
RESIGNED  JAN.,  1991 

Ordered  layoffs  and  sold 
corporate  assets  but  tot- 
ed up  a  $2.9  million  ex- 
pense account  and  still 
commuted  to  work  in  the 
corporate  jet 


HOWARD  M.  LOVE 
NATIONAL  INTERGROUP 
RETIRES  MAR.,  1991 
As  financial  troubles 
piled  up  at  Nil,  he  rel- 
ished the  role  of  corpo- 
rate statesman,  attend- 
ing to  a  long  list  of 
outside  commitments 


10 


conclusions?  Are  we  running  a  bank 
where  10'/  is  enough?'  and  on  and  on. 
Once  Walter  was  riled  up,  people  would 
end  up  yessing  him  to  death." 

The  details  he  often  demanded  during 
these  monthly  tirades  reflected  Connol- 
ly's own  failure  to  remove  himself  from 
his  bank's  nitty-gritty  operations.  Driven 
by  a  desire  to  best  rival  Bank  of  Boston 
Corp.,  he  personally  wooed  large  real 
estate  developers,  offering  cheap  rates 
on  loans  with  little  collateral.  Often,  he 
made  the  loans  without  consulting  his 
lending  officers,  say  former  executives. 
Connolly  declined  to  be  interviewed. 

Some  CEOs  become  so  seduced  by  the 
image  of  the  corporate  chieftain  that 
they  rarely  perform  their  jobs  effective- 
ly. Howard  M.  "Pete"  Love  took  office 
at  National  Intergroup  Inc.  in  1980  with 
an  ambitious  vision  to  diversify  the  trou- 


pretty  much  from  the  start.  But  as  the 
downfalls  of  Connolly  and  Schoellhorn 
illustrate,  the  malady  tends  to  become 
more  of  a  problem  after  a  person  has 
held  the  top  job  for  a  number  of  years. 
By  then,  the  boss  has  had  time  to  forget 
what  life  was  like  as  an  ordinary  mortal. 
recovery.  Of  course,  it  doesn't  have  to 
turn  out  that  way.  A  few  fairly  simple 
reforms  would  go  a  long  way  toward 
preventing  many  cases  of  CEO  Disease, 
at  least  in  its  most  virulent  form.  One 
obvious  answer  is  to  disperse  decision- 
making. An  advantage  of  this  approach 
is  that  it  focuses  attention  on  a  group  of 
executives,  not  just  the  CEO. 

The  prevalence  of  the  problem  also 
makes  an  overwhelming  case  for  more 
involvement  at  the  board  level.  To  be 
effective,  boards  must  be  composed  of  a 
sizable  percentage  of  outside  directors 


Still,  CEO  Disease  need  not  be  termi 
nal.  Consider  the  "recovery"  of  M.  An 
thony  Burns,  CEO  of  Ryder  System  Inc 
From  1979,  when  he  became  president  ol 
the  company  at  37,  to  1988,  Ryder  ac 
quired  nearly  100  companies  in  efforts  tc 
shift  the  company's  focus  from  trucking 
to  transportation.  Earnings  and  reve 
nues  exploded,  and  Burns  quickly  be 
came  a  managerial  darling.  Celebratec 
by  management  guru  Robert  H.  Water 
man  Jr.  as  a  "master,"  Burns  clearlj 
enjoyed  the  limelight  and  was  promptl) 
blinded  by  it.  He  joined  the  boards  ol 
several  companies  and  nonprofit  group? 
and  spent  heavily  to  permit  Ryder  to  co 
sponsor  the  Doral  Ryder  Open. 

But  in  1989,  Ryder  paid  for  its  explo 
sive  growth.  Burns's  bid  to  build  a  trans- 
portation empire  left  Ryder  vulnerable 
to  a  downturn  in  its  industries.  The  com- 
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THE  BEST  BOSSES  AVOID  THE  PITFALLS  OF  POWER 


NUCOR'S  IVERSON: 
NO  "STATUS  SYMBOLS 


Traditionally,  chief 
executives  of  steel 
companies  have 
ved  like  potentates, 
'hey've  drawn  big  sala- 
ies  and  held  court  in 
lush  offices  inside  vain- 
glorious headquarters, 
lut  F.  Kenneth  Iverson, 
EO  of  Nucor  Corp.,  the 
ation's  seventh-largest 
teelmaker,  comes  across 
lore  like  a  traveling 
alesman. 

He  drives  his  own  car 
3  work.  He  flies  regular- 
;  to  visit  Nucor's  22 
lants — but  not  on  a  corporate  jet,  be- 
ause  the  company  doesn't  have  one. 
nstead,  Iverson  sits  in  coach  and  car- 
ies his  own  bag.  His  corporate  head- 
uarters  is  hidden  away  on  half  a  floor 
f  a  four-story  building  across  from  a 
uburban  shopping  mall  in  Charlotte, 
\.  C.  Iverson  does  have  a  corner  of- 
ice,  but  it's  cramped  and  utilitarian  by 
E()  standards.  Nor  is  there  an  execu- 
ive  dining  room.  When  Iverson  treats 
is  top  execs  to  lunch,  they  often  walk 
cross  the  highway  to  Phil's  Deli. 
It's  not  that  Nucor  can't  afford  a 
ew  perks.  One  of  the  nation's  most 
rofitable  steelmakers,  Nucor  hasn't 
ad  a  losing  quarter  in  25  years,  and 
ist  year,  net  income  jumped  30%,  to 
75  million,  on  sales  of  $1.5  billion. 
You  won't  find  any  status  symbols 
ere,"  says  Iverson.  His  philosophy: 
Reduce  any  difference  between  man- 
gement  and  anyone  else  at  the  compa- 
y — destroy  corporate  hierarchy." 
io  yes-men.  Iverson  may  be  a  bit  ex- 
reme,  but  he's  not  alone.  Indeed, 
nany  of  the  most  effective  chief  execu- 
tes are  intensely  aware  of  the  dan- 
;ers  lurking  in  the  corner  office  and 
iave  developed  canny  strategies  for 
voiding  them.  They  hire  people  willing 
o  say  what  they  think, 
'hey  remain  close  to  the 
iusiness.  They  will  de- 
line  an  outside  board 
ommitment  if  it's  likely 
o  interfere  with  their 
iwn  jobs.  And  they  fight 
he  dangers  of  isolation 
»y  making  it  routine 
>ractice  to  meet  and  talk 
vith  the  troops. 

Consider  the  lunchtime 
trategy  of  P.  Roy  Vage- 
os,  chief  executive  of 
Jerck  &  Co.  No  compa- 
ly's  cafeteria  is  exactly 


AMERICAN'S  CRANDALL: 
INTO  THE  CREW  LOUNGES 


an  elite  hangout.  But  it's 
where  you'll  often  see 
Vagelos,  swapping  sto- 
ries with  scientists  in  the 
tray  line.  "That's  where  I 
get  a  lot  of  my  informa- 
tion," he  says.  "The  sci- 
entists can't  wait  to  tell 
me  what  they've  just  ac- 
complished. And  I  stay 
very  current."  The  prac- 
tice serves  two  functions: 
It  tells  everyone  that  Va- 
gelos is  accessible,  and  it 
helps  keep  him  informed. 

At  Ford  Motor  Co.,  for- 
mer Chief  Executive 
Donald  E.  Petersen  tried  to  put  more 
emphasis  on  his  top  lieutenants  by  in- 
sisting on  a  four-person  "office  of  the 
chairman,"  whose  members  shared  in 
discussion  prior  to  critical  decisions.  "I 
didn't  want  a  star  system,"  Petersen 
recalls,  "because  it  isn't 
one  star  that  makes  the 
success:  It's  extremely 
successful  teamwork." 
Petersen  wasn't  per- 
fect— some  detractors 
say  he  got  more  credit 
for  Ford's  turnaround 
than  he  deserved — but 
Ford  flourished  under 
this  system. 

Donald  Perkins  went 
even  further  during  his 
10  years  as  head  of  Jewel 
Cos.  In  staff  meetings, 
he  liked  to  turn  the  orga- 
nizational chart  on  its 
head  "so  the  customer 
was  at  the  top  and  the  chairman  at  the 
bottom."  Then  he'd  tell  top  managers: 
"Your  job  is  to  find  ways  to  be  helpful 
to  those  above  you  on  the  chart." 

Even  so,  Perkins,  a  warm  and  outgo- 
ing man,  was  bothered  by  what  he 
calls  the  "silent  pause  that  follows 
CEOs  around  an  organiza- 
tion." To  combat  it,  Per- 
kins got  into  the  habit  of 
walking  around  the  com- 
pany with  his  coat  off 
and  his  hand  out- 
stretched, ready  to  shake, 
"to  put  people  at  ease." 

The  most  effective 
CEOs  are  also  more  likely 
to  welcome  a  board  com- 
posed largely  of  qualified 
outsiders — it's  their  best 
hope  of  getting  the  unfil- 
tered  advice  they  need. 
Because  they  tend  to  be 


MERCK'S  VAGELOS: 
LUNCH-LINE  LISTENER 


more  secure,  these  CEOs  are  more  will- 
ing to  recruit  and  promote  strong  man- 
agers rather  than  surround  themselves 
with  spineless  mediocrities. 

A  few  more  treatments  to  combat 
ceo  Disease: 

■  Impose  limits  on  the  job's  perks.  The 

trappings  of  the  office  put  distance  be- 
tween the  CEO  and  workers.  It's  one  of 
the  reasons  Robert  L.  Crandall  of 
American  Airlines  Inc.  shuns  many 
perks  that  other  chief  executives  take 
for  granted.  "I  don't  want  to  suggest 
to  anybody  that  aside  from  my  ability 
to  do  the  job  I'm  any  different  from 
anybody  else,"  he  says. 

■  Stay  focused  on  the  job  itself.  Many  of 

the  most  admired  chief  executives  limit 
their  outside  board  commitments.  Pep- 
siCo's  D.  Wayne  Calloway  and  Johnson 
&  Johnson's  Ralph  S.  Larsen  serve  on 
two  or  fewer  boards  of  directors.  "You 
have  to  know  when  to  say  'no,'  "  says 
Douglas  D.  Danforth, 
former  chief  executive  of 
Westinghouse  Electric 
Corp. 

■  Don't  assume  toughness 
defines  leadership.  One  of 

the  favorite  books  of  for- 
mer Herman  Miller  Inc. 
CEO  Max  0.  De  Pree  is 
Servant  Leadership  by 
Robert  K.  Greenleaf.  It 
posits  the  notion  that  a 
leader  is  the  servant  of 
his  followers  in  that  he 
removes  obstacles  that 
prevent  them  from  doing 
their  jobs. 

■  Keep  the  communication 
channels  open.  At  American,  Crandall 
hosts  annual  "presidential  confer- 
ences" in  which  he  and  other  senior 
managers  meet  employees  across  the 
country  to  discuss  the  business  and  an- 
swer questions.  And  like  Merck's  Va- 
gelos, he  makes  the  rounds.  "When  I 
travel  on  the  airline,  I  try  to  take  time 
to  get  into  the  crew  lounges  and  the 
workplace,"  says  Crandall. 

Whether  in  a  cafeteria  line  or  an  air- 
port lounge,  these  bosses  know  the  val- 
ue of  staying  close  to  their  employees. 
Even  more  important,  staying  close 
helps  keep  the  boss  abreast  of  the  busi- 
ness. Execs  who  follow  such  measures 
aren't  likely  to  catch  CEO  Disease.  And 
they'll  probably  have  a  better  chance 
of  leading  a  profitable  company  with 
executives,  managers,  and  staffers 
who  are  dedicated  to  its  success. 

By  Joint  A.  Byrne  and  William  C.  Sy- 
monds,  with  bureau  reports 
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pany  saw  multimillion-dollar  write-offs 
and  layoffs  to  slash  costs  and  get  in  line 
with  market  demands.  As  takeover  ru- 
mors swirled,  Burns  quickly  put  golden 
parachutes  in  place  and  a  poison-pill  de- 
fense— both  of  which  drew  heavy  criti- 
cism from  unhappy  shareholders.  "I 
went  from  being  a  genius  to  being  brain- 
dead,"  concedes  Burns. 
Instead,  Burns  now  says,  he  realized 


his  critics  had  a  point,  quit  two  boards, 
and  cut  back  some  involvement  in  chari- 
table activities.  Now,  he's  far  more  care- 
ful not  to  overextend  himself.  "The  de- 
mands on  your  time  for  external  acti- 
vities are  incredible,"  he  says.  "It's  easy 
to  get  caught  in  that  trap."  Even  so,  the 
turnaround  at  Ryder  has  a  way  to  go. 

Burns  may  be  more  the  exception 
than  the  rule.  Many  CEOs  who  stray  nev- 


er regain  their  footing.  But  at  leasl 
shareholders  of  companies  with  such  t. 
CEO  have  a  choice.  In  this  sense,  the  rea' 
blame  lies  not  so  much  with  the  growing 
number  of  flawed  CEOs  as  with  share 
holders  and  boards  that  fail  to  insist  or 
better  management. 

By  John  A.  Byrne  in  New  York,  William 
C.  Symonds  in  Denver,  and  Julia  Flynr 
Siler  in  Chicago,  tcith  bureau  reports 


HOW  JAPAN  VACCINATES  ITS  CEOs 


The  president  of  Misawa  Homes 
Co.,  a  leading  Japanese  home- 
builder,  was  thrilled  to  take  his 
company  overseas.  Last  summer, 
Chiyoji  Misawa  inked  a  deal  to  build 
houses  on  resort  property  near  San 
Francisco.  It  was  his  first  project  in 
the  U.  S.,  but  Misawa  didn't  expect  to 
stop  there:  He  wanted  to  advance  into 
Hawaii.  But  his  own  executives  nixed 
the  idea.  "That's  that,"  Misawa  shrugs. 
"I  can  decide  I  want  to 
do  something,  but  if  I 
don't  have  employee  sup- 
port, it  won't  work." 

In  Japan,  even  a  chief 
executive  whose  company 
bears  his  name  knows  he 
must  balance  personal 
desires  against  the  har- 
mony of  the  group.  And 
for  those  presidents  who 
are  in  the  executive  suite 
by  the  grace  of  the  board 
of  directors,  the  pressure 
to  make  sacrifices  and 
forge  a  consensus  is  all 
the  greater.  "In  Ameri- 
ca," says  Noritake  Ko- 
bayashi,  dean  of  the  business  school  at 
Keio  University,  "the  boss  is  the  boss, 
and  he  gives  orders.  Here,  that  can  be 
very  dangerous." 

Of  course,  Japan  has  its  share  of 
mavericks,  tyrants,  and  inflated  egos. 
Founder-run  companies  and  high-tech 
outfits  launched  since  the  war  are  of- 
ten piloted  by  a  "one-man  shacho" — a 
president  whose  word  is  law.  Soichiro 
Honda,  Konosuke  Matsushita,  and 
Sony's  Akio  Morita  could  be  as  inde- 
pendent as  they  pleased.  Kyocera 
Corp.'s  Kazuo  Inamori  and  Fanuc 
Ltd.'s  Seiuemon  Inaba  run  personal 
fiefdoms,  even  though  both  companies 
are  publicly  traded. 

But  aside  from  a  few  notable  excep- 
tions, top  executives  are  immunized  by 
Japanese  corporate  culture  against 
most  symptoms  of  CEO  Disease.  "Indi- 
vidually, he  is  not  almighty — not  at 
all,"  says  Shoichi  Saba,  a  former  chair- 


YAMAMOTO:  CUSTOMERS 
HAD  HIS  HOME  NUMBER 


man  of  Toshiba  Corp.  The  perks  just 
don't  pile  up  the  way  they  do  in  the 
U.  S.  No  private  jets,  gyms,  or  dining 
rooms,  no  multimillion-dollar  bonuses. 
But  the  post  usually  comes  with  a  car 
and  driver,  golf-club  membership  fees, 
housing,  a  hefty  retirement  package, 
and  business-related  entertainment  ex- 
penses so  generous  that  $30,000  a 
month  for  drinks  and  dinners  alone  is 
not  unusual.  Still,  the  Japanese  CEO's 
pay  is  usually  just  7  to  10 
times  higher  than  those 
of  fresh  recruits. 

The  main  factor  rein- 
ing in  the  boss's  ego  is 
the  nature  of  the  climb. 
Power  comes  gradually — 
not  as  a  sudden  shower 
of  prestige  and  money.  In 
a  typical  Japanese  compa- 
ny, a  class  of  new  gradu- 
ates enters  each  April, 
working  its  way  through 
prescribed  salary  levels 
and  a  variety  of  posts  ac- 
cording to  a  preordained 
schedule.  It's  rare  for  a 
whiz  kid  to  leapfrog  to 
the  top  and  nearly  unheard-of  for  se- 
nior management  to  jump  ship.  At 
about  age  45,  it  becomes  clear  who  will 
reach  the  upper  echelons  and  who  will 
be  farmed  out  to  affiliates.  The  win- 
ners earn  a  two-year  stint  on  the  board 
of  directors  in  the  annual 
spring  reshuffling.  The 
president  names  his  suc- 
cessor, and  the  board 
usually  rubber-stamps  its 
approval. 

The  president's  job  is 
to  draw  the  master  plan 
and  let  the  rank  and  file 
fill  in  the  details.  And 
there's  no  distraction 
from  the  lecture  circuit 
or  from  tending  to  links 
with  officials  from  banks 
and  the  government. 
"That's  the  chairman's 
job,"  says  Shinichiro  To- 


MISAWA:  SUBORDINATES 
NIXED  EXPANSION  PLANS 


rii,  president  of  distiller  Suntory  Ltd. 

Top  officers  in  Japan  are  judged  by 
different  rules,  which  keeps  them  from 
losing  touch  with  their  companies.  A 
new  American  boss  will  typically  move 
to  stamp  his  or  her  personality  on  the 
outfit,  to  the  point  of  slashing  payroll 
or  ejecting  losing  units  to  impress  Wall 
Street.  "It's  inconceivable  that  a  Japa- 
nese CEO  would  have  to  prove  his  man- 
hood by  dramatically  dismissing  em- 
ployees," says  James  Abegglen, 
president  of  Asia  Advisory  Service. 
market  sanity.  The  Japanese  CEO  is 
spared  Wall  Street's  pressure  for  quar- 
terly results  and  the  fickleness  of  divi- 
dend-hungry shareholders.  In  many 
cases,  thin  profit  margins  are  tolerated 
if  a  company  is  snaring  prized  market 
share.  Mergers  and  acquisitions  are 
friendly,  and  long-term  investment  is 
applauded. 

Instead,  the  boss  must  dream  up 
ideas  to  please  employees  and  custom- 
ers, his  main  constituents,  as  well  as 
suppliers  and  affiliates.  Kenichi  Yama- 
moto,  chairman  of  Mazda  Motor  Corp., 
recalls  being  dragged  out  of  bed  by 
late-night  calls  from  customers  when 
he  was  president.  Nobuhiko  Kawa- 
moto, long  an  exacting  boss  at  Honda's 
research  arm,  says  of  his  current  post 
as  president:  "I  had  to  switch  the  em- 
phasis from  'me'  to  'you.'  " 
The  price  of  this  system  can  be  medi- 
ocrity if  a  president  be- 
comes just  another  warm 
body  in  a  row  of  faceless 
blue  suits.  But  it  does 
give  Japan  an  edge  when 
it  comes  to  keeping  CEOs 
in  touch  with  reality. 
Sure,  there  are  some  ar- 
rogant people  running 
Japanese  corporations, 
just  as  there  are  in  the 
U.  S.  The  difference  is 
that  their  secretaries  suf- 
fer— but  the  company 
rarely  does. 

By  Karen  Lowry  Miller 
in  Tokyo 
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communications 


Ever  wonder  why  NIKE 
products  perform  so  well? 
One  reason  is  that  they're 
designed  with  the  latest 
technological  advances.  A 
claim  that  NIKE  can  now 


also  make  about  their  com- 
munications system. 

Recently,  GTE  put  into 
place  a,  complete  telecom- 
munications network  at 
the  company's  new  world 


headquarters  in  Beaverton, 
Oregon.  This  voice  and 
fiber-optic  data  network 
will  not  only  enhance 
customer  service  opera- 
tions and  productivity,  it'll 
actually  make  NIKE  run 
even  faster. 


Customized  Communi- 
cations Networks  from 
GTE.  Call  us.  We  may  be 
able  to  help  you  just  do  it  i 
a  little  bit  better. 


THE  POWER  IS  ON 


arketin 


ADVERTISING! 


ADVERTISING'S  'BIG  BANG' 
IS  MAKING  NOISE  AT  LAST 


Merger-created  Omnicom  is  bucking  the  recession — and  the  odds 


M^^Mhen  Bruce  Crawford  met  Al- 
^Hb  len  Rosenshine  for  drinks  at 
WW  Manhattan's  Century  Club  in 
August,  1988,  Rosenshine's  dark  mood 
seemed  to  capture  the  disillusionment  of 
Madison  Avenue  in  the  late  '80s.  Rosen- 
shine,  then  chairman  of  ad  conglomerate 
Omnicom  Group  Inc.,  lamented  that  he 
couldn't  find  a  new  chief  for  one  of  his 
big  agencies,  p.p.do  Worldwide  Inc.  And 
as  a  former  copywriter,  he  was  fed  up 
with  hawking  debentures  instead  of  hon- 
ing ad  slogans.  So  Rosenshine  made 
Crawford  a  strange  offer:  Would  Craw- 
ford take  over  Omnicom  and  let  Rosen- 
shine go  back  to  running  BP.no? 

Crawford,  also  a  onetime  BBDO  chair- 
man who  at  the  time 
had  the  plum  job  of 
managing  the  Metropol- 
itan Opera,  startled  him 
by  saying  yes.  The 
switch  proved  to  be  an 
inspired  bit  of  casting. 
Says  Philip  H.  Geier  Jr., 
chief  executive  of  arch- 
rival Interpublic  Group 
of  Cos.:  "First,  they  had 
a  great  advertising  man 
put  it  together.  Then, 
Bruce  came  in  to  sort 
out  the  business." 
DYNAMIC  GIANT.  Sort 
out"  is  a  profound  un- 
derstatement: The  soft- 
spoken  Crawford  has 
quietly  turned  Omnicom 
from  an  unwieldy 
clutch  of  shops  and 
styles  into  a  coherent, 
dynamic  marketing  gi- 
ant. Meantime,  Britain's 
WPP  Group  PLC  and 
Saatchi  &  Saatchi  PLC — 
also  products  of  '80s 
merger  mania — are 
mired  in  financial  prob- 
lems. Now,  their  woes 
are  giving  Omnicom  a 
chance  to  help  reclaim 
America's  primacy  in 
advertising. 

True,  Omnicom  has 
not  overtaken  WPP  or 
Saatchi   in   size:  With 
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1990  billings  of  $9.7  billion,  it  still  trails 
the  British  giants,  which  have  billings  of 
more  than  $15  billion  each.  But  Craw- 
ford has  whipped  into  shape  the  diverse 
businesses  he  inherited  from  the  1986 
merger  of  BBDO,  Doyle  Dane  Bernbach 
Group,  and  Needham  Harper  Worldwide 
(chart).  Despite  a  deep  recession,  Omni- 
com's  net  income  jumped  117'  in  1990,  to 
$52  million.  Revenue  rose  17%,  to  $1.17 
billion.  And  Omnicom's  stock  has  easily 
outperformed  that  of  its  British  rivals. 

While  the  British  paid  top  dollar  for 
their  acquisitions,  Omnicom's  three-way 
merger  occurred  before  takeover  prices 
spun  out  of  control.  As  a  result,  its  debt 
of  $275  million  is  much  more  manage- 


CEO  CRAWFORD  LEFT  NEW  YORK'S  METROPOLITAN  OPERA  TO  RUN  OMNICOM 


OMNICOM'S 
SUPERIOR  MARGINS.. 


.HAVE  BOOSTED 
ITS  STOCK 


WEEKLY  STOCK  PERFORMANCE 

OMNICOM 


able  than  the  total  debt  of  wpp  or  SaatI . 
chi,  which  analysts  estimate  at  well  oveil 
$400  million  each.  So  while  those  compal: 
nies  are  laying  off  staffers  to  free  ujl 
•cash  for  debt  payments,  Crawford  jusl 
plunked  down  $25  million  to  buy  a  stak* 
in  Abbott,  Mead,  Vickers,  a  London  shoJ 
known  for  its  droll  ads  for  British  super! 
market  chain  J.  Sainsbury  PLC. 
dream  team?  But  Omnicom's  differl 
ences  run  deeper  than  the  balance  sheet 
The  Saatchi  brothers  and  wpp's  Martii 
Sorrell  claim  their  umbrella  companie 
generate  new  business  by  referring  cli 
ents  from  ad  agencies  to  direct-market 
ing  or  sales-promotion  subsidiaries 
Crawford,  who  started  as  an  accoun 
manager  for  Procter  &  Gamble  Co.,  pub 
little  store  in  such  notions.  Omnicon 
tried  something  similar,  but  Crawfon 
dropped  it  soon  after  he  took  over  ii 
March,  1989.  "These  are  nice  concepts,' 
he  says,  but  he  doubts  their  efficacy 
Cross-referrals  now  account  for  a  negli 
gible  portion  of  Omnicom's  business.  In 
stead,   Crawford  keeps   his   focus  or 
building  his  ad  agencies. 

Omnicom  wasn't  always  so  straight 
forward.  Indeed,  when  Crawford,  now 
61,  returned  to  advertis 
ing  after  his  3V2-yea: 
stint  at  the  Met,  the 
merger  some  ha( 
dubbed  the  "Big  Bang' 
was  being  muffled  by 
its  own  rhetoric.  Rosen 
shine  and  other  admei 
had  promoted  it  as 
dream  team  of  three 
creative  shops.  BBDO  de- 
vised the  "Pepsi  Gener 
ation"  campaign;  DDE 
coined  "Think  Small 
for  Volkswagen;  and 
Needham  told  McDon 
aid's  customers,  "You 
Deserve  a  Break  To 
day."  By  running  BBDO 
and  a  merged  DDE 
Needham  Worldwide 
Inc.  as  two  separate 
agencies  of  similar  size 
they  figured  Omnicom 
would  reap  economies 
of  scale  and  offer  a  full 
menu  of  services  to 
their  clients. 

But  the  economies 
and  synergies  were  illu 
sory.  Turf-conscious 
staffers  at  BBDO  and 
DDB  Needham  wouldn't 
share  information  on  re 
cruitment  or  market  re 
search.  And  clients 
were  unmoved  by  Ro- 
senshine's plan  to  offer 


t  rates  to  those  who  doled  out  busi- 
3S  to  a  number  of  Omnicom  units, 
ys  Rosenshine:  "Ego  and  turf  took  a 
ge  chunk  out  of  our  grand  plans  for 
itralization." 

Enter  Crawford,  who  employed  the 
ne  bare-bones  formula  he  used  to 
pe  out  an  $8  million  deficit  at  the  Met. 
•st,  he  shelved  the  rhetoric  about  syn- 
ry  and  focused  on  cutting  costs,  par- 
'  the  holding  com- 
ny  from  70  to  58 
iffers.  Next,  he 
)k  control  of  Om- 
:om's  third  leg, 
versified  Agency 
rvices,  which  had 
come  a  bloated 
tchall  for  the 
Dup's  small  agen- 
s  and  other  mar- 
ting  subsidiaries. 
■  merging  or  sell- 
f  unprofitable  and 
erlapping  agen- 
;s,  among  them 
nmirati  &  Puris 
Crawford  has 
mined  it  from  30 
12  shops.  Greg 
troff,  an  analyst 
Goldman,  Sachs  & 
i..  credits  this 
merging  and  purg- 
r"  for  Omnicom's 
bust  earnings. 

DE  BERTH.  As  at 

2  Met,  where  he 
owed  and  even 
couraged  Artis- 

Director  James 
:vine  to  stage  an 
ibitious  produc- 
>n  of  Wagner's 
ng  of  the  Nibe- 
ng,  Crawford 
ves  his  advertising 
utenants  wide  lati- 
de.  Last  year,  de- 
ite  deep  doubts,  he 
dorsed  a  plan  de- 
5ed  by  ddb  Need- 
,m  Chairman  Keith 

Reinhard  that  ties 
;ency  compensa- 
>n  to  the  sales  per- 
rmance  of  a  prod- 
it.  Although  just  five  clients  have 
?ned  up  for  the  plan,  Crawford  says  he 
is  put  no  pressure  on  Reinhard  to 
otch  it.  Says  analyst  Alan  J.  Gottes- 
an  of  PaineWebber  Inc.:  "Crawford 
ns  the  empire,  and  his  ad  executives 
ake  the  ads." 

That  hands-off  approach  has  also 
:lped  his  executives  cope  with  lingering 
llout  from  the  merger.  At  DDB  Need- 
tm,  staffers  say  Reinhard  has  finally 
?aled  a  culture  clash  between  DDB's 
ick  New  York  office  and  Needham's 


OMNICOM  AGENCIES  ARE  TURNING  OUT 
HIGH-PROFILE  CAMPAIGNS  FOR  SUCH 
CLIENTS  AS  DIET  PEPSI,  VOLKSWAGEN, 
AND  BRITAIN'S  SAINSBURY'S  MARKETS 


more  homespun  Chicago  staff.  Having 
lost  the  McDonald's  Corp.  account  in 
1981,  the  agency  was  buoyed  recently 
when  it  regained  a  $50  million  chunk  of 
the  Golden  Arches'  national  account.  An- 
other client,  Volkswagen,  credits  DDB's 
fahrvergnugen  slogan  with  raising  con- 
sumer awareness.  At  BBDO,  Rosenshine 
and  Vice-Chairman  Philip  B.  Dusenberry 
are  churning  out  glitzy  ads,  including 
the  current  Diet 
Pepsi  campaign  fea- 
turing Ray  Charles. 

Meanwhile,  both 
shops  are  shoring  up 
their  international 
networks.  In  addi- 
tion to  the  Abbott 
Mead  purchase, 
Crawford  bought 
British  agency  Boase 
Massimi  Pollitt  Part- 
nership to  merge 
with  DDB's  London 
office.  Now,  Gil- 
lette Co.,  Joseph  E. 
Seagram  &  Sons 
Inc.,  and  other  cli- 
ents are  giving  the 
shops  more  overseas 
ad  accounts.  Still, 
Crawford  concedes 
that  Omnicom's  ros- 
ter of  global  clients 
is  weaker  than  Inter- 
public's  or  WPP's. 

Nevertheless,  Om- 
nicom's conservative 
approach  may  gar- 
ner it  more  business, 
particularly  from  cli- 
ents who  are  tremu- 
lous about  the  shaky 
finances  of  the  Brit- 
ish Goliaths.  Backer 
Spielvogel  Bates 
Worldwide  Inc.,  a 
Saatchi  agency,  says 
client  jitters  have 
kept  it  out  of  the 
running  for  some 
new  accounts.  Craw- 
ford makes  no  bold 
predictions  for  1991. 
But  he  says  he  will 
make  more  acquisi- 
tions to  fill  gaps  in 
the  overseas  networks  of  BBDO  and  DDB. 
And  he  coolly  predicts  double-digit  reve- 
nue growth,  despite  the  recession. 

Crawford's  confident  equanimity 
makes  him  a  rarity  in  the  hyperactive  ad 
biz — so  much  so  that  even  his  more  suc- 
cessful rivals  are  baffled.  "He's  not 
nearly  as  nervous  and  tired  as  I  am," 
quips  Interpublic's  Geier.  If  Crawford 
keeps  his  cool,  there  may  be  a  lot  more 
nail-biting  executives  in  ad  land. 

By  Mark  handler  in  New  York,  with 
bureau  reports 
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INVESTMENT  I 


ABOUT  THAT  BIG,  BAD 
CAPITAL  SHORTAGE:  RELAX 


Despite  new  demands  for  cash  around  the  globe,  there'll  be  enough  to  do  the  job 


B 


rother,  can  you  spare  a  dime'!1 
Eastern  Europe  needs  to  modern- 
ize obsolete  factories,  Kuwait  has 
a  multibillion-dollar  repair  bill  to  pay, 
and  the  U.  S.  faces  a  costly  savings  and 
loan  bailout  and  a  crumbling  infrastruc- 
ture. Even  Japan  and  Germany  have 
new  spending  priorities  at  home.  With 
all  the  new  demands  on  the  capital  mar- 
kets, some  financial  economists  are  pre- 
dicting a  global  capital  shortage — one 
that  would  mean  dramatically  higher- 
interest  rates  and  much  less  private 
investment.  • 

But  a  careful  look  at  the  numbers 
suggests  that  a  global  capital  shortage 
over  the  next  five  years  is  unlikely.  The 
economy  of  the  industrial  world  has 
grown  by  more  than  30%  over  the  past 
10  years,  and  it's  now  large  enough  to 
easily  fund  this  new  wave  of  public  in- 
vestment, big  as  it  looks  (table).  More- 
over, the  demand  for  capital  in  Eastern 
Europe,  the  Middle  East,  and  even  here 
in  the  U.  S.  is  going  to  be  smaller  than 
feared.  So,  homeowners,  growing  busi- 
nesses, and  other  private  borrowers 
won't  be  crowded  out  of  the  capital  mar- 
kets, even  when  the  economy  recovers 
from  the  recession. 

NO  flood.  To  be  sure,  not  everyone  is 
going  to  get  all  the  investment  dollars 
they  want.  From  the  Soviet  Union  to  the 
Sahara  to  Latin  America,  countries  with 
enormous  capital  needs  will  have  trouble 
borrowing  at  any  interest  rate.  And  for 
good  reason:  Lenders  worry  that  they'll 
be  throwing  money  down  a  black  hole. 

That's  certainly  true  in  Eastern  Eu- 
rope, for  example,  which  is  able  to  ab- 
sorb much  less  capital  than  most  had 
predicted.  The  original  estimates  of  the 
cost  of  modernization  were  astronomical. 
But  because  these  economies  are  in  such 
bad  shape,  profitable  investments  are 
few  and  far  between.  The  countries  also 
lack  management  skills  and  a  legal  sys- 
tem for  doing  business  with  the  West. 
"The  problem  in  East  Europe  is  not  a 
matter  of  capital  shortage  for  the  mo- 
ment," says  Jacques  Attali,  president  of 
the  European  Bank  for  Reconstruction 
&  Development.  "It's  a  problem  of  the 
efficient  use  of  capital." 

As  a  result,  the  expected  flood  of  in- 


vestment funds  into  Eastern  Europe  has 
so  far  been  just  a  trickle.  Many  Western 
companies  are  looking  but  not  investing, 
and  Western  banks,  suggests  Attali,  are 
haunted  by  the  ghost  of  bad  Latin 
American  loans.  PlanEcon  Inc.,  a  Wash- 
ington-based consulting  firm,  estimates 
that  Poland,  Czechoslovakia,  and  Hunga- 
ry will  receive  only  $15  billion  in  foreign 
direct  investment  between  now  and  1995, 
and  only  $11  billion  in  multilateral  lend- 
ing from  institutions  such  as  the  World 
Bank.  Says  Rudiger  Dornbusch,  an  in- 
ternational economist  at  Massachusetts 


the  thrift  industry,  which  will  cost  hun 
dreds  of  billions  of  dollars,  should  als< 
have  little  effect  on  interest  rates.  Econ 
omists  generally  agree  that  the  money 
which  is  being  used  to  pay  off  depositors 
in  failed  banks,  is  going  right  back  intc 
the  financial  system,  where  it's  ready  tc 
be  lent  out  again. 
potholes  prevail.  And  no  matter  how 
many  people  complain  about  congested 
airports  and  decaying  highways,  there's 
still  no  infrastructure  building  boom  in 
the  works  in  the  U.  S.  According  tc 
many  studies,  the  country  should  be 


NEW  DEMANDS  FOR  CAPITAL  ...AND  REAL  INTEREST  RATES 


WON'T  BE  A  BURDEN... 

Though  the  dollar  amount  looks  awesome, 
it's  only  3%  to  5%  of  projected  total  capital 
spending  in  the  industrial  world 

PROJECTED  ADDITIONAL  SPENDING,  1991-95 

BILLIONS  OF  DOLLARS 

Cost  of  German 

reunification  $300  to  $400 


HAVE  BEEN  FALLING 


Japanese  public 
investment* 

Reconstruction 
of  Kuwait 

U.S.  infrastructure 
spending* 

Investment  in 
Eastern  Europe** 

Total 


250  to  300 

25  to  50 

25  to  50 

25  to  30 
$625  to  $850 


•1991-95,  COMPARED  WITH  1986  90 
"  MAINLY  FOR  POLAND,  CZECHOSLOVAKIA,  AND  HUNGARY 


'90 

PERCENT  A 

DATA  DRI/McGRAW  HILL,  EW  DODGE  GROUP  PLANECON  INC ,  OECD,  BW 


Institute  of  Technology:  "Like  Africa, 
the  needs  are  fantastic,  but  who's  going 
to  give  them  money?" 

Some  of  the  other  potential  drains  on 
world  capital  markets  are  also  turning 
out  to  be  busts.  The  estimated  cost  of 
repairing  the  damage  in  Kuwait,  at  first 
put  around  $100  billion,  has  now  dropped 
into  the  $_!5  hillion  to  $50  billion  range. 
That  amount,  which  can  be  covered  by 
Kuwait's  own  reserves,  will  barely  make 
a  ripple  in  the  global  markets. 

In  the  U.  S.,  the  government  bailout  of 


boosting  its  spending  on  roads,  bridges 
and  other  infrastructure  by  as  much  as 
50%  in  order  to  keep  the  U.  S.  economy 
competitive.  Yet  public  works  spending, 
adjusted  for  inflation,  has  risen  by  only 
15%  over  the  past  five  years,  and  the 
next  five  years  don't  promise  much 
more.  It's  not  that  interest  rates  are  too 
high  or  that  too  much  money  is  going  to 
Kuwait  or  Poland.  Instead,  state  and  lo- 
cal governments  are  struggling  with 
widening  budget  gaps,  notes  George  A. 
Christie,  chief  economist  at  F.  W.  Dodge 
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Group,  and  "they  are  getting  increasing- 
ly pinched  to  come  up  with  any  money  to 
initiate  tilings."  Indeed,  they're  having 
enough  trouble  just  maintaining  their 
current  level  of  capital  spending. 

The  only  real  boost  in  infrastructure 
spending  is  coming  from  the  federal 
government.  The  Bush  Administration  is 
requesting  $105  billion  over  the  next  five 
years  in  highway  and  mass  transit  mon- 
ey. Still,  on  an  annual  basis,  that  works 
out  to  only  an  increase  of  $f>  billion  over 
this  year  s  spending  level. 
GEARING  UP.  True,  other  countries  suf- 
fering from  fewer  budget  constraints 
have  embarked  on  much  more  ambitious 
capital  spending  programs.  Japan,  for 
one,  is  building  parks,  ports,  roads,  and 
sewer  systems  at  an  estimated  cost  of  $o 
trillion  over  the  next  10  years.  And  Ger- 
many is  shouldering  the  ever-mounting 
bills  for  that  country's  reunification, 
even  if  it  means  raising  taxes.  The  cost 
of  rebuilding  East  Germany  was  put  at 
$65  billion  a  year  for  the  next  decade, 
but  emergency  spending  for  1991  has 
pushed  this  year's  tab  alone  up  to  $85 
billion. 

In  total,  these  new  demands  on  the 
capital  markets  will  come  to  $625  billion 
to  $850  billion  over  the  next  five  years, 


or  about  $125  to  $170  billion  annually. 
That's  nothing  to  sneeze  at,  but  it's  far 
less  than  the  $3  trillion  that  private  com- 
panies and  governments  in  the  industri- 
alized countries  invest  each  year. 

Moreover,  the  new  public  investment 
programs  are  gearing  up  just  at  about 
the  same  time  that  an  enormous  surge 
of  private  investment  is  coming  to  an 
end.  So  there  should  be  plenty  of  capital 


The  falloff  in  residential 
and  office  construction  in 
the  U.S.  will  free  up  funds 
for  other  uses 


available  to  meet  the  new  financial  de- 
mands. In  the  U.S.,  the  speculative  real 
estate  boom  of  the  1980s  is  over,  and  the 
falloff  in  residential  and  office  construc- 
tion will  fret-  up  funds  for  other  uses. 
Also,  according  to  the  latest  forecast 
from  the  Organization  for  Economic  Co- 
operation &  Development,  Japan's  in- 
vestment in  plants  and  equipment,  which 
grew  at  a  !(>'  -  annual  rate  from  IONS  to 


1990,  will  slow  to  a  more  modest  5?! 
•  ')    annual  rate  in  the  first  half  of  t 
1990s. 

For  these  reasons,  the  new  capit 
spending  programs  in  Germany  and  J 
pan  shouldn't  put  much  upward  pre 
sure  on  U.  S.  interest  rates.  Long-ten 
rates  in  the  U.  S.,  adjusted  for  inflatio 
are  now  at  their  lowest  level  in  yea 
(chart).  Although  that's  partly  becau 
the  recession  has  slowed  down  econom 
activity,  it  also  reflects  the  capital  ma 
ket's  evaluation  that  any  new  burst 
Japanese  and  German  spending  will  nd 
lie  pushing  up  U.  S.  rates  anytime  soon 

Indeed,  the  U.  S.  is  less  dependent  o 
foreign  funds  than  it  was  just  a  fe\ 
years  ago,  notes  Steven  Nagourney.  in 
ternational  strategist  at  Shearson  Lei 
man  Brothers  Inc.  In  the  1980s,  the  U.  9 
had  to  borrow  heavily  overseas  to  pa 
for  its  soaring  imports.  But  the  gap  1m] 
tween  imports  and  exports  has  bee 
closing.  Excluding  oil,  it  fell  by  50'/'  i 
1990.  If  this  improvement  continues 
rather  than  suffering  from  a  capit^ 
shortage,  the  U.  S.  may  be  surprised 
find  itself  exporting  capital  to  the  f 
corners  of  the  globe. 

By  Michael  J.  Wandel  in  New  York,  wi 
Richard  A.  Mclclivr  in  London 
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Even  after  being  extinguished, 
tires— especially  industrial  fires- 
can  remain  life  threatening. 
Because  during  a  blaze,  substances 
such  as  mercury,  formaldehyde 
and  acids  used  in  industry  can  be 
released  into  the  air  in  deadly 
concentrations. 


"It's  a  case  of 
what  you  can't 
see  or  smell 
being  able  to 
kill  you,"  warns 
industrial  hygien- 
ist  Dr.  Roger 
Hallstein. 


Dr.  Hallstein,  who  manages  our 
industrial  hygiene  laboratory- 
one  of  the  few  labs  of  its  kind  in 
the  country— heads  up  a  highly 
qualified  team  ready  to  work 
days,  nights  and  weekends.  Using 
state-of-the-art  equipment,  they 
analyze  air  samples  whenever 
necessary.  And  provide  crucial 
data  and  recommendations 
to  deal  with  harmful  or  lethal 
contamination.  In  short,  they 
save  lives. 

Continental  has  a  lot  of  dedi- 
cated people  like  Dr.  Hallstein. 
People  who  are  there  when  it 
counts.  People  who  have  helped 
make  us  a  leading  property/ 
casualty  insurer  and  a  strong, 
solid  company.They're  why,  for 
over  135  years,  we've  met  our 
obligations  to  our  insureds,  our 
employees,  our  distributors  and 
shareholders. 


HERE  WHEN  IT  COUNTS. 


A  ^Continental 
Insurance, 
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INVESTIGATIONS  I 


MIKE  MILKEN'S  DAYS  IN  COURT 
ARE  FAR  FROM  OVER 


■ 


He'll  be  fighting  dozens  of  civil  charges — notably  a  massive  FDIC  suit  that  could  well  go  to  trial 


■  f  clarity  is  an  object 
Bof  justice,  then  the 
H  prosecution  of  Mi- 
chael R.  Milken  has 
been  a  big  disappoint- 
ment so  far.  Indicted  on 
!)8  felony  counts,  Mil- 
ken pleaded  guilty  last 
year  to  six  of  the  least 
weighty  charges.  Be- 
cause the  criminal  case 
against  him  never  went 
to  trial,  most  of  the  evi- 
dence remains  off  limits 
in  grand  jury  proceed- 
ings. Milken  went  to 
prison  in  early  March, 
leaving  behind  a  mas- 
sive amount  of  uncer- 
tainty about  the  extent 
of  his  wrongdoing. 

The  measure  of  the 
remaining  gap  between 
proven  fact  and  persis- 
tent suspicion  can  be 
taken  by  two  vastly  dis- 
parate numbers:  The 
judge  who  sentenced 
Milken  estimated  that 
the  crimes  to  which  he 
admitted  cost  their  vic- 
tims $318,082.  The  sec- 
ond figure,  $12  billion, 
is  what  the  Federal  De- 
posit Insurance  Corp. 
and  the  Resolution 
Trust  Corp.  claim  Mil- 
ken and  his  former  co- 
horts at  Drexel  Burn- 
ham  Lambert  Inc.  owe 
in  damages  for  having 
"deliberately  and  systematically"  plun- 
dered the  savings  and  loan  industry. 
(The  FDIC  also  is  seeking  $6.8  billion 
from  Drexel,  which  is  being  reorganized 
in  bankruptcy  court.) 

According  to  the  terms  of  Milken's 
plea  bargain,  he  cannot  be  hit  with  addi- 
tional criminal  penalties.  He  remains, 
however,  subject  without  limit  to  civil 
suits  and  now  faces  dozens  of  them 
seeking  billions  of  dollars  in  damages. 
Although  Round  Two  of  Milken's  inqui- 


— nmnnm 


sition  is  just  beginning,  the  odds  are  sur- 
prisingly good  that,  unlike  Round  One,  it 
will  culminate  in  the  clarifying  rite  of  a 
jury  trial.  At  a  minimum,  a  legal  battle 
royal  looms. 

■line  in  the  sand.'  By  far  the  most  im- 
portant of  the  civil  suits  against  Milken 
is  the  FDIC-RTC  action,  which  alleges  per- 
vasive securities  fraud.  Its  charges  were 
first  aired  last  November  in  the  form  of 
a  claim  in  Drexel's  bankruptcy  proceed- 
ings. A  month  later,  Columbia  Savings  & 


Loan  Assn.  leveled  a' 
most  identical  accusa 
tions  at  Milken  in 
California  suit  asking 
$6  billion  in  damages 
In  what  amounts  to  a 
East  Coast  version  o 
Columbia's  suit,  th< 
FDIC-RTC  in  Januar; 
sued  Milken  and  21  o 
his  former  junk-bont 
colleagues  for  $6  bil 
lion  in  federal  court  ir 
New  York.  All  thre< 
actions  are  pending 
although  Columbi; 
since  has  failed  and  is 
under  RTC  supervision 
As  lawyers  at  Paul 
Weiss,  Rifkind,  Whar 
ton  &  Garrison  pre 
pare  to  respond  to  tht 
FDIC-RTC  complaint  b; 
an  Apr.  1  deadline,  th< 
Milken  camp  ring; 
with  vows  of  a  lega 
fight  to  the  finish 
"Mike  Milken  is  no 
going  to  pay  fo 
things  he  did  not  do 
and  he  did  not  destroj 
the  S&L  industry,"  pro 
claims  one  Milken  ad 
viser.  "We're  drawing 
a  line  in  the  sand  righ 
here.  This  suit  will  no 
end  without  a  very 
very  tough  fight." 

In  contrast  to  tht 
government's  crimina 
indictment,  which  wa: 
largely  derived  from  transactions  involv 
ing  Ivan  F.  Boesky,  the  civil  litigatior 
focuses  on  Drexel's  far  more  extensivt 
dealings  with  44  failed  S&Ls  that  bough 
more  than  $28  billion  in  junk  bonds 
through  the  firm.  The  civil  actions  diffei 
also  in  emphasizing  the  only  surviving 
part  of  Milken's  ruined  junk-bond  em 
pire:  a  subterranean  labyrinth  of  part 
nerships  presumed  still  to  hold  substan 
tial  assets  (page  70).  The  FDIC-RTC  suii 
names  415  of  them  as  defendants. 
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rhe  FDIC  contends  in  effect  that,  in 
meering  the  junk-bond  market,  Milken 
rpetrated  history's  largest  Ponzi 
leme  by  orchestrating  thousands  of 
ides  involving  Drexel,  its  clients,  and 
:  numerous  outside  investment  enti- 
s  he  secretly  controlled.  According  to 
>  FDIC,  this  orgy  of  insider  dealing 
lated  artificially  the  value  of  many 
lk-bond  issues  while  creating  an  illu- 
•y  liquidity.  In  rushed  hordes  of  un- 
specting  investors,  who  were  left  hold- 
[  the  junk-bond  bag  when  the  market 
lapsed  in  1989.  The  FDIC  claims  that 
exel's  S&L  customers  alone  lost  at 
,St  $4  billion,  and  it  is  asking  for  treble 
mages  under  anti- 
;keteering  laws, 
rhe  FDIC  asserts  that, 
ginning  in  1982,  the 
lken  group  targeted 
Ls  as  an  integral  part 
its  overall  scheme.  In 

complaint,  the  FDIC 
;uses  the  group  of 
ving  induced  S&L 
nd-buying  through  a 
ie  variety  of  illegal 
;ans:  entering  into 
arking"  agreements, 
which  s&Ls  accepted 
•ge  blocks  of  junk 
nds  with  the  under- 
mding  that  they 
iuld  be  repurchased; 
bing  S&L  executives 
induce  them  to  pur- 
ase  or  issue  junk 
nds;  and  coercing 
Ls  to  buy  bonds 
•ough  a  system  of  re- 
irds  and  punishments 
it  included  a  standing 
hisal  to  broker  any 
ides  unless  the  cus- 
ner  also  purchased 
ler  Drexel  junk  issues, 
rhe  FDIC  also  accuses  the  Milken 
oup  of  "regularly  engaging  in  self- 
aling"  by  misappropriating  through 

partnerships  warrants  that  should 
ve  gone  to  outside  investors  as  an  in- 
ntive  for  buying  bonds.  The  FDIC  ai- 
res that  the  Milken  group  unlawfully 
prived  S&Ls  of  warrants  in  at  least 
ar  leveraged  buyouts,  including  Levitz 
irniture,  Storer  Communications,  Be- 
"ice,  and  Marley. 

inaway  cleanup.  Milken's  advisers 
gue  that  the  FDIC-RTC  case  doesn't  add 

to  much  more  than  a  trumped-up  at- 
npt  at  scapegoating  the  fallen  finan- 
ir  for  the  S&L  fiasco.  The  agency  cer- 
n\y  has  growing  need  of  a  scapegoat 

the  costs  of  the  cleanup  continue  to 
ceed  all  expectations.  Lawyers  for  Mil- 
n  and  other  defendants  will  respond  to 
e  FDIC  complaint  by  moving  for  dis- 
ssal  on  the  grounds  that  it  lacks  the 
ecificity  that  is  required  under  the 


rules  of  civil  procedure.  Indeed,  most  of 
the  partnerships  and  individual  defen- 
dants are  not  mentioned  in  the  body  of 
the  complaint. 

Expect  the  defense  to  attack  head-on 
the  notion  that  failed  S&Ls  were  crea- 
tures of  Milken.  His  lawyers  will  argue 
that  long  before  thrifts  were  allowed  to 
buy  corporate  securities,  they  were  the 
most  highly  leveraged  American  finan- 
cial institutions — by  government  design. 
More  narrowly,  they  will  contend  that 
Drexel's  S&L  customers  freely  made 
their  own  investment  decisions.  More- 
over, many  of  the  intricate  transactions 
that  the  FDIC  now  contends  are  fraudu- 


ROUND  TWO:  THE  FDIC  VS.  MILKEN 


FDIC  CHARGES 


►  Milken  and  a  cadre  of  co-conspira- 
tors defrauded  44  S&ts  in  rigging  the 
junk-bond  market  through  a  wide  va- 
riety of  illegal  means,  including  price 
manipulation,  bribery,  and  coercion 

►  The  Milken  group  conspired  in  part 
through  a  vast,  covert  network  of  415 
partnerships  that  enriched  themselves 
through  rampant  self-dealing 

►  The  Milken  group  illegally  induced 
its  S&t  customers  to  buy  junk  bonds, 
in  part  by  mounting  an  extensive  pro- 
paganda campaign  that  included  de- 
liberate misstatements  about  credit 
quality 

►  The  Milken  group  is  liable  for  $4 
billion  in  losses  suffered  by  its  S&t  cli- 
ents when  the  junk-bond  market  col- 
lapsed and  three  times  that  amount 
under  RICO 


MILKEN  RESPONSE 


►  The  FDIC  case  is  a  trumped-up  at- 
tempt to  make  Milken  a  scapegoat 
and  should  be  dismissed  under  the 
rules  of  civil  procedure  for  lack  of  spe 
cific  evidence 

►  Some  87  of  the  partnerships  have 
no  tie  to  Milken  and  might  not  exist. 
The  rest  are  a  legitimate  employee 
perk  closely  supervised  by  Drexel 

►  S&ts  bought  junk  bonds  of  their 
own  free  will.  Drexel's  arguments  in 
favor  of  junk  bonds  were  based  on 
extensive  research  and  did  not  differ 
materially  from  those  advanced  by 
other  Wall  Street  houses 

►  S&t  losses  were  caused  by  chang- 
ing market  conditions.  Also,  the 
FDIC's  computation  ignores  profits 
made  before  the  collapse  or  from 
transactions  with  other  dealers 


lent  in  fact  were  necessary  to  comply 
with  regulations — and  indeed  were  ap- 
proved by  regulators. 

The  defense  will  argue  as  well  that 
the  sharp  decline  in  junk-bond  prices 
should  not  be  blamed  on  Milken,  but  on 
changes  in  market  conditions  brought  on 
largely  by  restrictions  imposed  by  the 
government.  Milken's  lawyers  will  argue 
that  the  FDIC's  $4  billion  loss  computa- 
tion fails  to  take  into  account  interest 
income  or  trading  profits  reaped  by  S&L 
clients  before  the  market  tanked.  They 
will  point  out,  too,  that  Drexel's  thrift 
customers  were  also  trading  the  same 
junk-bond  issues  through  rival  Wall 
Street  investment  banks,  all  of  which 
Paul  Weiss  intends  to  subpoena  soon. 

Some  defense  lawyers  contend  that 
the  FDIC's  case  is  so  weak  that  the  agen- 
cy cannot  be  serious  about  going  to  trial 
but  rather  is  trying  to  bludgeon  settle- 
ment money  out  of  Milken  and  his  most 
deep-pocketed  cronies.  According  to  this 


line  of  reasoning,  the  FDIC  grossly  un- 
derestimated Milken's  combativeness 
and  will  eventually  drop  the  case.  This  is 
probably  wishful  thinking,  although  the 
case  is  certain  to  be  narrowed,  perhaps 
markedly.  The  patchwork  quality  of  the 
complaint  is  more  likely  a  reflection  of 
the  haste  with  which  it  was  put  together 
to  beat  statutes  of  limitation  than  of 
halfheartedness. 

'TON  OF  documents.'  Then,  too,  the  FDIC 
has  had  to  start  nearly  from  scratch  in 
building  its  case  against  Milken.  Since  it 
is  acting  as  a  private  plaintiff,  the  agen- 
cy is  denied  access  to  the  vast  bulk  of 
evidence  amassed  during  the  criminal  in- 
vestigation. The  FDIC 
underscored  its  resolve 
by  hiring  one  of  New 
York's  most  high- 
powered  law  firms — 
Cravath,  Swaine  & 
Moore — which  also 
drafted  the  Columbia 
suit.  Cravath  was  so  ea- 
ger to  win  the  FDIC 
business  that  it  dis- 
counted its  usual  hourly 
rate.  Cravath's  star  liti- 
gators, Thomas  D.  Barr 
and  David  Boies,  head  a 
team  of  a  few  dozen 
lawyers,  who  are  busily 
poring  over  the  volumi- 
nous papers  provided 
by  failed  S&Ls.  "We 
have  got  a  ton  of  docu- 
ments still  to  go  over," 
says  Barr,  who  esti- 
mates that  the  case 
won't  be  ready  for  trial 
for  at  least  a  year. 

Certainly,  the  aggres- 
sive tactics  Cravath  is 
using  betra\  no  ambi\  a- 
lence  about  pursuing 
Milken  all  the  way  to  trial.  Indeed,  in 
opposing  attempts  by  Milken's  lawyers 
to  consolidate  the  New  York  and  Califor- 
nia suits — which  are  almost  identical — 
Cravath  seems  to  be  angling  for  not  one 
but  two  trials. 

In  addition,  plaintiffs'  lawyers  have 
held  "cooperation  discussions"  with  sev- 
eral defendants,  including  James  Dahl. 
Once  Drexel's  highest-paid  junk-bond 
salesman,  Dahl  was  Milken's  chief  liai- 
son with  Columbia,  Lincoln,  and  other 
S&Ls.  He  was  compelled  by  grant  of  im- 
munity to  appear  before  the  Milken 
grand  jury.  Although  immunity  is  not 
applicable  to  civil  litigation,  the  FDIC 
could  indemnify  cooperating  defendants 
against  financial  claims. 

Equally  important,  Cravath  may  be  on 
the  verge  of  obtaining  from  Drexel  itself 
all  sorts  of  records  that  could  be  of  use 
against  Milken,  perhaps  even  including 
files  heretofore  protected  by  attorney- 
client  privilege.  In  February,  a  federal 
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THIS  DREXEL  TREASURE  TROVE 
MAY  HOLD  FOOL'S  GOLD 


From  his  earliest  days  on  Wall 
Street,  Mike  Milken  and  his  min- 
ions invested  in  junk  bonds 
through  an  interlocking  network  of  pri- 
vate partnerships.  By  doing  so,  Milken 
added  greatly  to  his  net  worth  while 
binding  his  employees  tightly  to  one 
another  and  to  him. 

But  the  Federal  Deposit  Insurance 
Corp.  alleges,  in  addition  to  these  le- 
gitimate functions,  that  Milken  used 
the  partnerships  as  part  of  a  scheme  to 
rig  the  junk-bond  market,  Whether  the 
FDIC  can  prove  its  allegation  is  an  open 
question.  Even  if  it  can,  though,  the 
agency  may  come  away  disappointed 
with  the  damages  it  collects  from  the 
partnerships.  Sources  close  to  Milken 
suggest  that  the  partnership  network 
is  no  longer  a  treasure  trove. 

The  Drexel  Burnham  Lambert  net- 
work burgeoned  in  the  mid-1980s  as 
the  firm  began  financing  leveraged 
buyouts.  For  almost  every  LBO  it  fi- 
nanced, Drexel  set  up  at  least  one  part- 
nership to  invest  in  warrants  issued  by 
its  client  company.  Many  of  these  LBO 
partnerships — including  SCI  Capital  and 
BCP  Capital — have  proved  phenomenal- 
ly lucrative. 

Even  the  most  basic  information 
about  the  partnerships  remains  scarce. 
Indeed,  Drexel  itself,  in  mid-1990,  sued 
to  obtain  the  records  kept  by  Bergman, 
Knox  &  Green,  the  partnerships'  ac- 
countants, whose  offices  are  in  Beverly 
Hills,  Calif.,  Milken's  base.  In  court, 
Drexel  said  that  the  LBO  interests  of  its 
Beverly  Hills  employees  "were  held  in 
a  labyrinth  of  investment  vehicles 
. .  .  which  obscure  the  identities  of  the 
beneficial  owners  of  the  equity  and  the 
actual  holdings  of  the  partnerships,  as 
well  as  the  circumstances  under  which 
the  securities  were  acquired." 
suspect  data.  In  1988,  the  House  sub- 
committee on  investigations  and  over- 
sight held  inconclusive  hearings  exam- 
ining the  activities  of  the  Drexel 
partnerships.  At  the  time,  the  General 
Accounting  Office  had  uncovered  35 
Drexel  partnerships.  By  the  time  the 
GAO  completed  its  probe  last  Decem- 
ber, it  had  identified  517.  According  to 
the  GAO,  the  25  largest  partnerships 
alone  distributed  $2  billion  from  1981 
to  1988,  with  $1  billion  going  to  Mike 
Milken. 

In  compiling  these  data,  however, 
the  GAO  relied  heavily  on  incomplete 


information  supplied  by  Drexel  itself. 
In  February,  the  House  panel  autho- 
rized new  subpoenas  as  part  of  a 
second-round  probe  of  the  partner- 
ships. Milken  is  virtually  certain  to  be 
served,  as  is  Bergman  Knox,  which 
still  hasn't  turned  over  its  records  to 
Drexel. 

In  hopes  of  "demystifying"  the  part- 
nerships, Milken  advisers  recently 
made  available  to  BUSINESS  week  pre- 
viously undisclosed  information.  They 
say  that  the  value  of  the  assets  in  the 
partnership  network  peaked  at  about 
$500  million  in  the  mid-1980s  and  has 
declined  sharply  since.  Although  415 
partnerships  were  named  as  defen- 
dants in  the  FDIC  suit,  sources  say  that 
75  were  never  activated  or  had  invest- 
ed in  something  other  than  securities — 


THE  BIGGEST  PAYOUTS 
FROM  DREXEL  PARTNERSHIPS 


Partnership          Distributions  to  partners 

1981-88 

Millions  of  dollars 

OTTER  CREEK  ASSOCIATES 

$437 

SCI  CAPITAL  ASSOCIATES 

271 

BCP  CAPITAL  PARTNERS 

204 

CHAMPLAIN  ASSOCIATES 

96 

WESTHAM  CAPITAL  CROUP 

74 

INT'L  CONSOLIDATED  ASSOCIATES 

69 

BMA  LIMITED  PARTNERSHIP 

63 

RALEIGH  INVESTMENT  MGMT. 

63 

WHILSHIRE  FIRST  ASSOCIATES 

60 

WHITEHALL  FINANCIAL  ASSOCIATES 

52 

DATA:  GENERAL  ACCOUNTING  OEFICE  ESTIMATES 


usually  real  estate.  More  than  35  were 
duplicates — that  is,  new  names  for  old 
partnerships.  Some  87  have  no  connec- 
tion with  Milken  and  may  not  even  ex- 
ist. "We  don't  know  what  they  are," 
says  one  insider,  "and  I'm  sure  the 
FDIC  doesn't  either." 

Milken  sources  say  that  Bergman 
Knox  is  resisting  turning  over  its  re- 
cords not  because  it  has  anything  to 
hide  but  because  the  demands  placed 
on  it  are  overly  broad  and  duplicative. 
While  insiders  concede  that  Bergman 
Knox  will  eventually  surrender  the 
documents,  they  predict  an  anticlimax. 
Says  one:  "People  are  going  to  be  very 
disappointed." 

By  Anthony  Bianco  in  New  York-,  with 
Dean  Foust  in  Washington 


ill 


1 


bankruptcy  judge  more  or  less  forcec 
Drexel  and  its  many  creditors  and  claim 
ants  into  a  preliminary  settlement.  Th( 
FDIC  apparently  consented  to  reduc 
sharply  its  $6.8  billion  claim  agains 
Drexel  in  exchange  for  broad  access  t(  I 
the  firm's  internal  documents.  J 

The  core  of  the  fdic's  case  as  filed  is 
a  dissection  of  the  Milken  group's  deal 
ings  with  10  S&Ls  over  which  it  is  al 
leged  to  have  obtained  "control  or  subi 
stantial     influence"     in  junk-bonc 
investment  decisions.  These  includ( 
three  of  the  most  infamous  s&Ls:  Cen  ip 
Trust,  Columbia,  and  Lincoln.  Indeed  it,  I 
the  CEOs  of  each  of  these  failed  thrifts—  in  I 
David   Paul,   Thomas   Spiegel,   anc  ro<: 
Charles  H.  Keating  Jr.,  respectively—  lies, 
are  named  as  defendants. 
'propaganda  campaign.'  The  Keating  |ain 
charges  seem  particularly  telling.  Th(  lid 
fdic  alleges,  for  example,  that  the  Mil  jre's 
ken  group  helped  Keating  improperlj  lost 
shift  funds  from  Lincoln  to  his  holding  So 
company,  American  Continental  Corp  nt 
One  such  case  involved  2.1  millior'P 
shares  of  Playtex  International  stock  '« 
that  Lincoln  had  been  allowed  by  Drexe  Sen 
to  purchase  on  favorable  terms  as  ar  y  a 
inducement  to  buy  Playtex  bonds.  At 
Keating's  request,  Jim  Dahl  sent  ACC  i  tan 
letter  in  April,  1987,  valuing  the  Playte>  to 
stock  at  $1  a  share — the  price  at  which  far 
the  transfer  from  Lincoln  to  ACC  was  use 
indeed  effected  two  days  later.  In  De  h 
cember,  however,  ACC  sold  1.5  million  oLi 
the  shares  to  CenTrust  through  Drexe  Sp|( 
for  $7.25  a  share.  The  remainder  was  I 
unloaded  two  weeks  later.  Total  pro-  >: 
ceeds  amounted  to  $14.6  million.  Thus  b 
ACC  reaped  a  $12.5  million  profit  that  th«  |f 
FDIC  asserts  was  rightfully  Lincoln's 

The  FDIC  does  not  attempt  a  similar 
detailing  of  Milken's  relationship  with  34 
of  the  44  S&Ls  it  names  as  plaintiffs  ir 
its  class  action.  Apparently  to  justify  th6 
suit's  breadth,  the  S&L-specific  charge: 
are  followed  by  a  lengthy  attack  o: 
Drexel's  sales  tactics.  To  induce  S&Ls  ts 
buy  junk,  the  Milken  group  mounted  a 
extensive  "propaganda  campaign 
which  included  numerous  "intentionall; 
false  and  misleading  statements  abou 
credit  quality,"  the  suit  contends. 

While  Milken's  lawyers  will  have  n 
trouble  producing  equally  misleading  re-] 
search  from  every  one  of  Drexel's  junk 
bond  rivals,  the  FDIC's  core  charges)^ 
seem  likely  to  be  litigated  at  length.  In 
deed,  there  is  a  definite  possibility  that 
despite  his  10-year  sentence,  Milken  wil 
be  freed  before  the  S&L  suits  are  re 
solved.  Under  federal  parole  guidelines 
people  whose  crimes  cause  less  than  $ 
million  in  damages  often  are  released  i 
24  months.  Who  knows?  That  may  b 
just  in  time  for  a  civil  trial. 

By  Anthony  Bianco  in  New  Yon 
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/HY  PERELMAN  FACES 
IFE  WITHOUT  MAKEUP 

[ling  Revlon — or  parts  of  it — could  ease  a  cash  crunch 


rhe  prize  booty  from  Ronald  0.  Per- 
elman's  corporate-raiding  days  is 
Revlon  Inc.,  the  cosmetics  giant  he 
tured  in  a  bruising  1985  takeover  bat- 
Under  the  New  York  financier,  Rev- 
has  brought  out  a  plethora  of  new 
ducts,  purchased  other  cosmetics 
s,  and  revived  the  old  Revlon  glam- 
through  dazzling  ads.  Perelman 
nly  enjoys  running  the  company, 
ch  provides  about  half  of  his  em- 
i's  earnings.  He  gets  involved  in  the 
it  minute  marketing  decisions. 

0  why  has  he  been  looking  for  some- 
to  buy  his  jewel — or  at  least  parts  of 

Procter  &  Gamble,  L'Oreal,  and  Unil- 
r  are  all  known  to  be  looking  over 
nation's  No.  1  makeup  maker,  valued 
analysts  at  around  $3.3  billion. 
Levlon  is  on  the  block  because  Perel- 
n  is  facing  tight  times  (table).  Al- 
ugh  estimates  of  his  wealth  a  few 
rs  ago  ranged  as  high  as  $6  billion, 
ilNESS  WEEK  now  values  his  holdings 

1  more  modest  $2.2  billion.  The  prob- 
i  is  his  empire's  anemic  cash  flow, 
ileted  by  his  huge  debt  load  of  $3.8 
ion.  During  the  first  nine  months  of 
0,  according  to  bw's  calculations,  Per- 
lan's  holding  company,  MacAndrews 
Forbes  Holdings  Inc.,  had  a  negative 
h  flow  of  $113  million.  Salomon 
>thers  Inc.  estimates  that  when  the 
-istmas  season's  fourth  quarter  is  hi- 
ded, cash  flow  will  turn  positive — but 
I  only  barely  cover  interest.  Further- 


more, the  Treasury  Dept.  re- 
cently moved  to  curtail  $170 
million  in  annual  tax  breaks  to 
First  Gibraltar  Bank,  a  trou- 
bled Texas  savings  and  loan 
Perelman  took  over  in  1988. 

Perelman  executives  concede 
that  operations,  if  they  gener- 
ate any  cash  flow  at  all,  won't 
produce  enough  to  handle  hefty 
upcoming  debt  payments:  $472 
million  in  mid-1992  and  almost 
$2  billion  over  the  following 
four  years.  "We  always  expect- 
ed we'd  need  to  sell  assets  to 
pay  debt,"  says  his  counsel, 
James  T.  Conroy.  Howard  Git- 
tis,  Perelman's  chief  lieutenant, 
adds  that  in  leverage-leery,  re- 
cession-ridden 1991,  cleaning  up 
the  balance  sheet  only  makes  sense. 
glitzy.  Few  Wall  Street  analysts, 
though,  expect  Perelman  to  sell  all  of 
Revlon.  They  say  he  enjoys  the  glitzy, 
celebrity-filled  world  of  Revlon  too  much 
to  abandon  it  entirely.  Yet  he  has  al- 
ready quietly  unloaded  some  small 
pieces:  Revlon's  Paris  office  building  for 
$B0  million  in  December  and  its  Ger- 
maine  Monteil  skin-care  line  for  $40  mil- 
lion in  January.  The  popular  Max  Factor 
and  Almay  brands  might  bring  much 
more — $1.1  billion,  says  Salomon.  But 
Revlon,  or  its  pieces,  will  fetch  less  than 
it  might  have  a  few  years  ago.  A  slow- 
down in  cosmetics  demand  has  Salomon 


REVLON  MODEL  CINDY  CRAWFORD  AND  THE  CEO  COZY  UP 


'ERELMAN'S  EMPIRE 

IEFTY  ASSETS,  LOFTY  DEBT, 
KIMPY  CASH  FLOW 


DATA:  BW,  SALOMON  BROTHERS  INC., 
FERGUSON  S  CO.,  RESOLUTION  TRUST  CORP. 


forecasting  flat  Revlon  profits  through 
1992,  around  $165  million  yearly. 

Procter  &  Gamble  Co.,  which  is  push- 
ing aggressively  into  personal-care  prod- 
ucts, is  the  most  likely  candidate  to  buy 
Revlon  assets,  particularly  overseas.  Ed- 
win L.  Artzt,  who  headed  l\v<;'s  interna- 
tional operations  before  his  elevation  to 
chairman,  has  made  it  no  secret  that  he 
would  like  to  expand  the  company's  cos- 
metics interests  beyond  the  largely  U.S. 
business  it  picked  up  by  buying  Noxell 
Corp.  in  1989.  A  likely  target  on  the 
Cincinnati  company's  list:  Max  Factor 
Japan,  a  top-performing  Revlon  unit. 
One  problem:  If  P&G  did  want  to  pick 
up  Revlon  units  at  home, 
it  would  risk  antitrust 
problems.  According  to 
industry  consultant  Al- 
lan Mottus,  p&g's  Cover 
Girl  makeup  controls 
23';  of  the  American 
market  outside  depart- 
ment stores,  while  the 
top  three  Revlon 
brands  hold  21%. 

Unilever,  the  An- 
glo-Dutch company, 
wouldn't  face  such 
constraints   in  the 
V.  S.  France's  L'Ore- 
al, the  largest  beau- 
ty company  in  the 
world,  is  the  least  likely  to  go  after  Rev- 
lon: It  has  products  in  every  niche  al- 
ready and  prefers  to  grow  internally, 
not  through  outside  purchase.  None  of 


Ratio 

0.85 


^tidri-m-  buying  : 

Because  °^hr  ,  „  should 
coverage  ^   
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the  potential  buyers  would  comment. 

Because  the  first  debt  crunch  is  a  year 
away,  Perelman  has  the  luxury  of  biding 
his  time  looking  for  the  right  buyer.  An- 
other option  would  be  to  divest  some  of 
his  other  holdings.  Last  summer,  he  sold 
157'  of  the  stock  in  his  National  Health 
Laboratories  Inc.,  a  thriving  medical- 
testing  company,  and  used  the  $170  mil- 
lion proceeds  to  pay  down  Revlon  debt. 

Yet  Perelman  will  probably  keep  most 


of  what  he  has.  Some  units,  such  as 
Coleman  Co.,  which  sells  camping  equip- 
ment, are  only  marginally  profitable  and 
would  attract  few  buyers.  Indeed, 
they've  been  subsidized  with  Revlon 
profits.  He's  also  unlikely  to  sell  his  An- 
drews Group,  an  entertainment  company 
and  chronic  money-loser  that  should 
turn  around  next  year,  when  its  top-rat- 
ed TV  show,  The  Wonder  Years,  enters 
the  lucrative  realm  of  svndication. 


Gittis  insists  that  Perelman's  main  in 
terest  these  days  isn't  selling.  "Th 
question  is  what  Mr.  Perelman  will  bu\ 
next,"  he  says — probably  consumer 
products  companies.  But  for  all  of  hii 
still-robust  wealth,  the  chances  for  an 
other  round  of  big-time  dealmaking  wil 
■depend  on  what  he  can  get  for  what  h< 
owns  now. 

By  Larry  Light,  with  Monica  Roman,  i? 
New  York 


Commentary/by  David  Greising 


A  HOT  TIP  FOR  CHICAGO'S  EXCHANGES:  CLEAN  HOUSE 


■  t  was  initially  compared  to  the  cru- 
I  sade  against  Michael  R.  Milken. 
8  Yet  while  the  junk-bond  czar  is  now 
behind  bars,  the  government's  effort  to 
clean  up  Chicago's  futures  markets 
has  bogged  down.  On  Mar.  13,  a  jury 
declined  to  convict  12  Japanese-yen  fu- 
tures traders  on  the  Chicago  Mercan- 
tile Exchange  on  any  of  240  counts  of 
defrauding  customers.  The  traders 
were  acquitted  on  139  counts,  and  the 
jury  deadlocked  on  the  remainder.  Ex- 
change officials  were  only  too  eager  to 
crow.  "We  never  believed  we  had  gone 
wrong,"  exclaimed  Chicago 
Merc  Chairman  John  F. 
"Jack"  Sandner. 

Chicago  exchange  offi- 
cials have  little  grounds  for 
pride.  Earlier  convictions  of 
12  traders  and  guilty  pleas 
from  20  others — for  of- 
fenses ranging  from  trad- 
ing ahead  of  customer  or- 
ders to  fixing  prices — 
demonstrate  that  the  ex- 
changes can  use  some  seri- 
ous policing.  But  from  the 
start,  the  reaction  of  the  ex- 
changes' leadership  has 
ranged  from  testy  defen- 
siveness  to  outright  denial. 
They  have  behaved  like  pro- 
prietors of  private  clubs — 
not  public  trusts. 

The  exchanges'  inaction 
stems  .partly  from  the  indifference  of 
their  customers,  who  often  regard 
small-scale  rip-offs  as  a  cost  of  doing 
business.  Trading  volume  has  in- 
creased since  the  probe  became  public 
in  January.  1989.  Lawmakers  have 
been  put  off  by  the  abstruse  nature  of 
most  of  the  alleged  violations.  There 
was  initially  an  outcry,  but  proposed 
legislative  reforms  were  quickly  for- 
gotten. The  Commodity  Futures  Trad- 
ing Commission  has  been  too  busy 
fighting  for  its  life  in  Congress  to 
square  off  again  t  crime  in  the  pits. 


Perhaps  lawmakers  would  have  been 
more  outraged  if  the  Justice  Dept.  had 
produced  more  compelling  evidence  of 
wrongdoing.  The  feds  first  placed  a 
Federal  Bureau  of  Investigation  agent 
on  the  Chicago  Board  of  Trade  floor  in 
late  1986.  The  idea  was  to  nab  worka- 
day floor  traders  filching  small  "ticks" 
from  customers,  then  have  them  rat  on 
bigger  traders.  But  the  arcane  pit  mi- 
lieu often  proved  impenetrable.  Much- 
ballyhooed  audiotapes  made  by  agents 
in  the  pits  were  all  but  indecipherable. 
The  technicalities  of  trading  at  times 


COMMODITIES  PROSECUTIONS 
 YIELD  SPOTTY  RESULTS  

JAPANESE  YEN  PIT  Chicago  Mercantile  Exchange   Mar.  1991 

Twelve  traders  were  found  not  guilty  of  139  of  240  counts  of  mail, 
wire,  and  commodity  fraud.  Jury  hung  on  101  counts,  including 
racketeering  charges.  Two  traders  cleared;  seven  pleaded  guilty 

SWISS  FRANC  PIT  Chicago  Mercantile  Exchange   July  1990 

Two  traders  were  convicted  only  of  minor  rule  violations.  Another 
trader  was  acquitted.  Settlement  near  on  other  charges 

SOYBEAN  PIT  Chicago  Board  of  Trade   Jan.  1990 

A  jury  convicted  all  10  soybean  traders  who  stood  trial  for  fraud, 
with  seven  found  guilty  of  racketeering.  Eight  traders  pleaded 
guilty  to  fraud  charges 

TREASURY  BOND  PIT  Chicago  Board  of  Trade   Sept.  1 989  -  Jan.  1 990 

Three  traders  pleaded  guilty  to  mail  fraud  and  prearranged  trad- 
ing. One  admitted  racketeering  charges 


eluded  FBI  agents,  government  law- 
yers— and,  not  surprisingly,  jurors. 
Looking  at  alleged  rip-offs  of  as  little 
as  $12.50,  many  jurors  seemed  to  feel 
that  the  feds  were  overreaching. 

At  .times,  the  exchanges  have  been 
their  own  worst  enemies.  When  the 
government  two  years  ago  first  leaked 
news  about  the  probe,  the  Merc's  first 
response  was  to  do  a  computer  run  on 
activities  by  the  two  undercover  trad- 
ers on  the  Merc  floor.  The  Merc  later 
organized  what  purported  to  be  a  blue- 
ribbon  reform  committee  composed 


largely  of  "outsiders."  Yet  it  included 
only  a  single  individual  who  had  not 
served  as  an  exchange  board  member. 
The  Board  of  Trade  simply  defended 
the  concept  of  self-regulation  and  an- 
nounced the  hiring  of  an  outside  expert 
on  racketeering  law. 
little  action.  What  meager  reformist 
drives  the  exchanges  did  mount  soon 
faded  in  the  face  of  resistance  from 
floor  traders  and  apathy  from  custom- 
ers. The  exchanges,  for  instance,  did 
little  to  deal  with  the  activities  of  so- 
called  broker  groups,  whose  members 
share  customers  and  which 
have  long  been  suspected  of 
profiteering  by  exchanging 
information  and  manipulat- 
ing markets. 

The  exchanges  continue 
to  claim  they  police  them- 
selves better  than  outsiders. 
"These  trials  that  took  six 
months  at  untold  cost  could 
have  been  handled  internal- 
ly in  a  matter  of  hours," 
claims  Merc  lawyer  Jerrold 
Salzman.  Maybe.  But  there 
are  plenty  of  reasons  to 
question  the  exchanges'  vig- 
ilance and  good  intentions. 
When  10  soybean  traders 
were  convicted  in  January, 
the  Board  of  Trade  blithely 
maintained  that  wrongdoers 
comprised  less  than  half  of 
1%  of  the  floor  population.  But  accord- 
ing to  court  testimony,  an  FBI  agent 
violated  federal  and  exchange  rules  for 
two  years  in  the  soybean  pit — includ- 
ing acting  as  a  bagman  for  brokers 
who  were  stealing  from  customers — 
without  being  detected  by  exchange 
surveillance. 

Government  prosecutors  say  they 
plan  to  continue  their  crackdown  on 
fraud  in  the  pits.  Instead  of  sitting  on 
the  sidelines  and  heckling,  it's  high 
time  the  exchanges  rolled  up  their 
sleeves  and  cleaned  up  their  act. 
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GENE  G.  MARCIAL 


fITH  OR  WITHOUT 
TEEL,  USX 
i  ON  A  ROLL 


Carl  Icahn  has  been  getting  lots  of 
attention  in  recent  weeks  from 
dealmakers,  who  have  besieged 
t\  with  offers  to  find  a  buyer  for  his 
.3%  stake  in  USX.  Since  many  raiders 
,ve  recently  thrown  in  the  towel  on 
eir  takeover  targets — in  part  because 
,nks  won't  finance  any  more 
youts — they  believe  that  Icahn,  too, 
ints  to  sell  his  interest  in  the  oil-and- 
jel  company.  But  Icahn  has  spurned 
offers.  "I'm  unequivocally  not  inter- 
ted  in  selling  my  USX  holding  at  this 
ne,"  says  the  legendary  raider. 
One  reason  for  Icahn's  intransi- 
nce:  USX  may  be  close  to  striking  a 
al  on  the  steel  unit,  which  it  has  been 
t'mg  to  sell  since  last  year.  But  rath- 
than  sell,  predicts  one  big  investor, 
x  will  form  a  joint  venture  over  the 
xt  month  with  either  Saudi  Arabia  or 
European  industrial  company  with 
ideast  operations.  This  investor  says 
e  venture  is  designed  to  ensure  USX's 
rticipation  in  Mideast  reconstruction 
ojects.  Icahn  declined  comment.  USX 
id  it  doesn't  comment  on  rumors. 
As  a  major  producer  of  tubular  steel, 
lich  is  used  primarily  in  oil  drilling, 
ix  could  be  a  major  beneficiary  of  the 
building  of  Kuwait's  damaged  oil- 
;lds,  notes  Alan  Gaines,  president  of 
lines  Berland  in  New  York.  Gaines 
ys  the  gulf  war  has  enhanced  the 
?el  unit's  value,  which  "makes  USX  a 
jmendously  undervalued  company." 
iACE  PACT.  USX  plans  to  split  the  com- 
ny  into  two  entities  by  issuing  share- 
ilders  a  new  class  of  common  stock 
presenting  the  steel  and  diversified 
tits.  The  shares  will  be  listed  on  the 
g  Board.  The  old  stock  will  represent 
e  energy  business,  which  accounts 
r  647'  of  earnings.  The  plan  is  to  be 
bmitted  for  shareholder  approval  on 
ay  6.  Part  of  the  deal  is  a  pact  be- 
'een  USX  and  Icahn  that  bars  him 
om  buying  more  shares  or  staging 
lother  proxy  fight.  Icahn  lost  a  proxy 
ittle  in  1990  that  would  have  forced 
anagement  to  spin  off  80%  of  steel. 
Gaines  thinks  the  stock,  which 
ades  at  $30  a  share,  is  worth  $54  to 
-8.  Based  on  cash  flow,  the  company's 
arathon  Oil  unit  alone  is  worth  $48  a 
iare,  he  figures,  with  steel  and  diver- 
ged units  valued  at  $8  to  $10. 
Fred  Leuffer,  a  veteran  oil  analyst 


ICAHN:  HOLDING  FAST  TO  HIS  13%  STAKE 


at  C.  J.  Lawrence,  also  thinks  USX  is 
undervalued.  He  points  out  that  its  oil- 
and-steel  operations  are  top-notch,  so 
when  a  steel  deal  is  struck,  the  share 
price  is  sure  to  climb.  This  year,  Mara- 
thon Oil's  production  will  rise  3.5%,  to 
204,000  barrels  a  day.  And  that  will 
expand  to  230,000  barrels  in  1994,  when 
the  North  Sea's  East  Brae  field  will  be 
in  full  production,  says  Leuffer.  He  be- 
lieves the  steel  unit  is  the  most  profit- 
able of  the  large,  integrated  steel- 
makers because  of  its  high-margin 
tubular  products.  "USX  is  one  of  my 
strongest  pound-the-table  recommenda- 
tions," says  Leuffer. 


THE  PULL  OF 
INTERMAGNETICS 


F: 


lor  an  outfit  with  only  $46  million 
I  in  sales,  Intermagnetics  General 
has  some  big-league  companies  as 
prime  customers,  including  the  federal 
government.  Little  wonder,  then,  that 
the  stock  has  been  a  superperformer, 
shooting  to  972  from  4%  in  November. 
True,  a  bevy  of  small-cap  stocks  have 
been  big  winners  of  late.  But  IG  is  on  a 
fast  earnings-growth  track,  and  at 
least  one  big  investor  thinks  the  stock 
has  a  lot  more  speed  in  it. 

Based  on  earnings  growth,  this  in- 
vestment manager  sees  IG  rising  to  20 
over  the  next  12  months.  He  estimates 
that  the  company  will  earn  40<t  a  share 
this  year  and  55$  to  65$  a  share  in 
1992,  vs.  last  year's  13$,  with  sales  bal- 
looning to  $60  millon  this  year  and  $75 
million  next  year,  vs.  1990's  $46  million. 


IG  makes  superconducting  wire  and 
superconducting  magnet  systems  used 
in  magnetic-resonance  imaging  (MRU 
systems.  Its  principal  customers  are 
Philips,  which  accounts  for  40%  of  IG's 
sales,  and  General  Electric,  which  con- 
tributes some  20%  of  sales  and  also 
owns  207>  of  IG's  wire  unit.  Toshiba  is 
another  big  customer,  representing 
12%  of  sales. 

IG's  government  business  is  just  107' 
of  sales,  but  that  could  expand  rapidly. 
The  company  has  been  chosen  by  the 
government's  Superconducting  Super- 
collider Laboratory  to  be  one  of  seven 
suppliers  of  superconducting  wire  ca- 
ble in  a  $20  million  contract.  The  SSCL 
is  designing  a  53-mile  accelerator  ring 
as  part  of  an  ambitious  $650  million 
project  to  recreate  the  origins  of  the 
universe.  One  analyst  says  that  if  the 
SSCL  gets  adequate  funding,  IG's  partic- 
ipation could  mean  additional  sales  of 
$75  million  to  $100  million. 


MAYTAG:  WILL  A 
SUITOR  CLEAN  UP? 


This  is  hardly  the  time  for  May- 
tag's  stock  to  be  on  the  rise.  The 
maker  of  such  big-ticket  items  as 
clothes  washers,  dryers,  and  kitchen 
appliances,  including  the  Magic  Chef 
and  Admiral  lines,  has  been  hit  hard  by 
recession  and  the  housing  slump.  Plus, 
the  gulf  war  has  done  little  to  lift  con- 
sumer spending.  Even  so,  Maytag's 
share  price  has  climbed  some  407>,  to 
14%,  since  the  beginning  of  the  year. 

Why?  One  rumor  is  that  a  British 
group  has  been  snapping  up  shares.  A 
New  York  money  manager  says  the 
stock's  trading  pattern  "has  the  look  of 
some  aggressive  accumulation  by  big 
investors."  Tony  Chmiel,  president  of 
AIQ  Systems,  which  runs  a  computer- 
based  system  that  tracks  stocks,  says 
the  price  momentum  and  sharp  volume 
upturn  could  push  Maytag  above  its 
resistance  level  of  14%. 

In  1990,  earnings  slipped  to  94$  a 
share  from  $1.27  in  1989.  Salomon 
Brothers  analyst  Russ  Leavitt  sees 
even  lower  earnings — 80$  a  share — for 
this  year.  In  spite  of  the  earnings 
slump,  one  takeover  investor  figures 
that  based  on  assets,  Maytag  is  worth 
$20  a  share.  He  says  the  weak  sales 
and  earnings  make  it  more  vulnerable 
to  a  takeover.  In  February,  Maytag  cut 
its  quarterly  dividend  to  1272$  a  share 
from  2272$.  Its  debt  burden  rose  in 
1989,  when  it  acquired  Chicago  Pacific, 
the  maker  of  Hoover  appliances.  A 
Maytag  spokesman  declined  comment. 
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MARRIOTT  IS  SMOOTHING  OUT 
THE  LUMPS  IN  ITS  BED 


It's  bouncing  back  from  hard  times  with  cost-cutting  and  diversification 


Few  companies  were  as  sorry 
to  see  the  supercharged  '80s 
come  to  an  end  as  Marriott 
Corp.  The  giant  hotelier  used  last 
decade's  financial  fads — leverage, 
limited  partnerships,  and  tax-driv- 
en real  estate  deals — to  become 
one  of  the  nation's  most  profitable 
developers.  It  all  worked  so  swim- 
mingly: Marriott  would  develop  a 
hotel  site,  sell  the  lodge  for  a  nice 
profit  to  investor  groups,  and  then 
collect  lucrative  fees  to  manage 
the  property.  Over  the  decade,  the 
$8.3  billion  lodging  and  food-ser- 
vice concern  expanded  its  rooms 
sixfold,  to  150,000. 

These  days,  Marriott  Chairman 
J.  Willard  Marriott  .Jr.  still  zips  to 
the  company's  Bethesda  (Md.) 
headquarters  in  his  red  Ferrari 
Testarossa.  Other  than  that, 
though,  you  won't  find  much  evi- 
dence of  the  boomtown  mood  that 
used  to  dominate  Marriott.  With 
the  real  estate  market  in  a  blue 
funk,  the  company  is  paying  a 
steep  price  for  last  decade's  joy- 
ride.  Its  balance  sheet  is  now  carrying 
roughly  $1.5  billion  worth  of  mortgages 
on  hotels  and  other  properties  it  hasn't 
yet  been  able  to  unload.  What's  more,  a 
nationwide  glut  of  rooms  has  led  to  cut- 
throat pricing  in  the  industry,  placing 
enormous  pressure  on  Marriott  hotels. 
Small  wonder,  then,  that  short-sellers. 


always  a  pessimistic  bunch,  have  been 
circling  overhead  since  fall.  The  shorts 
have  been  betting  huge  sums  that  a  pro- 
longed recession  could  push  cash- 
strapped  Marriott  over  the  edge.  Anoth- 
er wild  card:  Is  Bill  Marriott,  59,  up  to 
the  enormous  task  of  managing  the  ho- 
telier out  of  this  jam?  A  driven  executive 


who  routinely  logged  200,000  mile 
a  year  in  travel  to  visit  the  fa 
reaches  of  his  empire,  Marriot 
has  suffered  two  mild  heart  a 
tacks  during  the  past  18  months 
Those  looking  through  the  glas 
darkly  at  Marriott  had  bette 
pause.  Bill  Marriott  may  have  los 
a  few  steps,  but  he  plans  to  pe 
sonally  lead  his  company  throug 
its  transition.  The  devout  Mormo 
now  works  out  daily  on  a  trea< 
mill — and  shows  no  indication  o] 
grooming  a  successor.  Marriot 
says  doctors  recently  gave  him 
clean  bill  of  health:  "I'm  feelin; 
better  than  I  have  in  years." 
'out  of  the  woods.'  Maybe  sc 
Yet  Marriott's  years  of  20%  earr 
ings  growth  are  over.  Still,  the  he 
tel  giant  has  moved  quickly 
shore  up  its  tattered  balance  shee 
and  bolster  profits.  Bill  Marriot 
suspended  virtually  all  new  hote 
construction  last  September — 
move  that  will  help  relieve  deb 
pressure.  He  has  also  pulled  ou 
the  carving  knife.  The  compan 
hopes  to  slash  overhead  by  more  tha 
10'  - ,  and  has  already  laid  off  or  eliminal 
ed  1,300  jobs.  And  it's  delaying  mer 
pay  increases  for  top  management. 

Cost-cutting,  however,  is  only  the  b( 
ginning.  Behind  the  scenes,  Marriott  ha 
been  busy  remaking  itself  into  a  ne\ 
and  more  conservative  company.  Rathe 


MARRIOTT'S  GROWING 
DEBT  PRESSURE... 


...IS  CUTTING 
INTO  EARNINGS. 


...AND  SPOOKING 
INVESTORS 


A  MILLIONS  OF  DOLLARS 


'91 

▲  MILLIONS  OF  DOLLARS  EST 
■INCLUDES  SI  51  MILLION  IN  RESTRUCTURING  CHARGES  AND  SI  56  MILLION  GAIN 
EROM  DIVESTITURES        "INCLUDES  A  S97  MILLION  RESTRUCTURING  CHARGE 


MAR  20,  '89 
A  INDEX:  MAR  20, 1989=100 


1,'91 


DATA:  COMPANY  REPORTS:  SMITH  BARNEY,  HARRIS  UPHAM  8  CO.,  BRIDGE  INFORMATION  SYSTEMS  INC 


74  BUSINESS  WEEK/APRIL  1,  1991 


THE  CORPORATI 


Our  commercial  bankers 
work  so  hard  on  your 
business,  you'd  think 
they  owned  it. 


With  a  First  Interstate 
commercial  banker  on 
your  team,  you  have  an 
ally  to  help  handle  the 
financial  needs  of  your 
business. 

Our  commercial 
bankers  are  dedicated 
professionals,  committed 
to  establishing  long-term 
relationships  with  their 
customers.  Relationships 
built  on  trust,  responsive- 
ness and  flexibility.  Rela- 
tionships designed  to 
help  meet  the  needs  of 
your  company — now  and 
in  the  future. 

There  are  regional 
commercial  banking  cen- 
ters located  throughout 
California.  Let  us  know 
how  we  can  help  you- 
then watch  us  go  to  work. 


O 


First 

Interstate 

Bank 

We  go  the  extra  mile  for  you' 


Member  FDIC 


FICA 


■  ■  7-: 


For  just  $100  they  can. 

Since  1961,  ACCION  International  has  been  helping  the 
poor  and  hungry  feed  themselves  in  poor  urban  and 
rural  communities  throughout  Latin  America  and  the 
Caribbean.  In  these  desperately  poor  communities, 
we've  been  providing  hard-working  men  and  women 
with  otherwise  unattainable  fair-rate  small  business  loans. 
Without  these  fair-rate  loans,  thousands  of  shoemakers, 
bakers,  artisans  and  street  vendors  would  be  unable  to 


make  a  living.  But  thanks  to  ACCION,  people  who  only 

one  year  ago  were  barely  able  to  keep  their  families  alive, 

today  have  paid  their  loans  back  in  full  and  have  been 

given  a  chance  to  better  their  lives. 

More  importantly,  they've  been  given  back  their  dignity. 

All  it  takes  is  for  you  to  believe  in  them. 

For  more  information  or  to  send  a  contribution,  write  to 

ACCION  International,  1385  Cambridge  St.,  Cambridge, 

MA  02139  617-492-4930. 
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ACCION  International 


This  is  what 
it  feels  like 
to  have 
asthma. 


Try  breathing  through  a  thin  straw. 
With  an  asthma  attack  it's  a  fight  for 
every  breath  you  draw. 

Asthma  is  a  serious  lung  disease  that  can  affect  children  and  adults  at  any 
time.  An  attack  can  be  triggered  by  such  diverse  causes  as  cold  air,  pets, 
tobacco  smoke,  dust,  and  stress.  The  American  Lung  Association"  is 
helping  people  control  asthma  so  they  can  lead  happy,  normal,  active  lives 

It's  a  matter  of  life  and  breath9 


AMERICAN 


t 


LUNG  ASSOCIATION 

The  Christmas  Seal  People1 


pace  contributed  by  the  publisher  as  a  public  service 


Never  give  an 

addict  a 
second  chance. 

Confront  someone  in  your 
company  who's  using  drugs. 
This  is  what  you're  likely  to 
hear:  "Til  never  use  drugs  again. 
I  promise.1' 

But  drugs  lie. 

The  people  don't  lie.  The 
drugs  do. 

Drugs  own  the  person 
who  uses  them.  That's  the 
danger  ol  addiction. 
The  addict  promises,  and  the 
drugs  break  the  promise. 

You  have  to  say,  "Get  well 
or  get  out."  You  can't  afford 
to  give  an  addict  a  second 
chance.  The  addict  can  afford 
it  even  less. 

An  addict's  only  chance 
is  treatment.  If  you  don't  have 
a  treatment  program  in  your 
company,  please  call 
1-800-843-4971.  That's  the 
National  Institute  on  Drug 
Abuse  hot  line  for  managers 
and  CEOs.  It's  manned  by 
trained  employee  Assistance 
Program  Planners  and 
designers,  from  Monday 
through  Friday,  9:00  a.  m.  to 
8:00  p.m.  Eastern  Time. 
They  won't  tell  you  what  to 
do.  but  they  can  outline  the 
options.  Call  now;  please  don't 
pass  up  this  chance. 


Partnership  for  a  Drug-Free  America 


ft 
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i  counting  on  hotel  construction  to 
srate  growth,  the  company  will  try 
ersuade  owners  of  hotels  operating 
jr  rival  monikers  to  switch  over  to 
riott.  And  the  company  is  looking 
afield  for  new  growth  into  such  di- 
e  areas  as  golf-course  management, 
1  care,  and  building  maintenance. 
ven  some  critics  have  been  surprised 
Harriott's  willingness  to  move  so  de- 
ely.  "They've  really  cleaned  up  their 
'  says  Robert  L.  Renck  Jr.,  an  ana- 
with  R.  L.  Renck  &  Co.  In  fact,  Mar- 
;  has  even  won  new  support  among 
ters.  Late  last  year,  the  company  re- 
1  its  commercial  paper  by  tapping  an 
ting  $1.75  billion  credit  line  from 
■  banks.  And  on  Feb.  1,  the  banks 
id  $150  million  for  good  measure, 
t  has  provided  a  much-needed  finan- 
cushion.  "At  this  point,  Marriott  is 
of  the  woods,"  says  Caroline  Levy  of 
irson  Lehman  Brothers  Inc. 
all,  Marriott's  slowness  to  react  to 
ning  signs — or  perhaps  just  plain  old 
ris — a  few  years  back  made  its 
;h  with  disaster  closer  than  it  had  to 
Its  profits  depended  too  heavily  on 
loopholes  that  made  the  purchase  of 
ly  built  hotels  attractive  to  invest- 
it  partnerships.  But  such  tax-moti- 
id  real  estate  deals  were  discouraged 
r  the  Tax  Reform  Act  of  1986.  Sud- 
ly,  Marriott  had  to  guarantee  returns 
ip  to  10% — sometimes  out  of  its  own 
cet — to  keep  investors  coming, 
si  challenge.  Then,  after  the  real 
.te  market  collapsed  in  1990,  Marriott 

a  hard  time  attracting  investors, 
ugh  the  company  has  unloaded  some 
;ls  such  as  its  Atlanta  property,  Mar- 
t  is  now  stuck  with  about  150  oth- 
-including  a  $300  million  hotel  in 

Francisco's  Yerba  Buena  district. 
Jysts  figure  it  could  take  up  to  two 
re  to  unload  all  of  these  properties, 
hat's  troubling  because  Marriott  is 
'  assuming  considerable  interest  ex- 
se  from  the  loans  used  to  foot  its 
ding  spree  (chart).  For  now,  Marriott 
sts  that  the  cash  flow  generated 
n  hotel  and  food-service  businesses 

see  it  through  the  lean  years.  In- 
3,  the  company  expects  to  churn  out 
)  million  in  cash  flow  this  year,  says 
liam  J.  Shaw,  the  company's  chief 
.ncial  officer.  That's  nearly  twice  that 
ded  to  cover  its  interest  tab. 
till,  Marriott's  recent  run-in  with 
a-Cola  Co.  underscores  just  hew 
it  things  are.  In  mid-March,  the  hotel 
issus  dropped  Coca-Cola  as  its  key 
a  vendor  and  switched  to  PepsiCo 

A  senior  Coke  executive  claims  in 
internal  Coca-Cola  memo  that  Marri- 
jumped  to  Pepsi  after  Coke  rejected 
hotelier's  unusual  demand  for  up  to 
3  million  in  loans  at  below-market 
ns.  A  source  close  to  the  Coke-Marri- 

negotiations  says  the  company  in- 


HEAVY  BAGGAGE:  THE  SAN  FRANCISCO  HOTEL 
AND  THE  JUST-SOLD  ATLANTA  MARQUIS 


formed  Coke  it  was  making  similar  re- 
quests of  other  major  suppliers.  Marriott 
Executive  Vice-President  Francis  W. 
Cash  will  only  say  that  Pepsi  offered 
"better  economic  considerations." 

It's  not  hard  to  understand  the  sense 
of  urgency  at  Marriott.  The  company 
needs  to  squeeze  out  cash  wherever  it 
can  because  hotel  operating  margins  are 
under  pressure.  Although  Marriott  is 
gaining  market  share,  the  growing  glut 
of  rooms,  apparent  even  before  the  gulf 
war  and  the  recession  clobbered  travel, 
cut  Marriott's  occupancy  rates  a  few 
points  last  year  to  the  low  7092  range. 
Intense  competition  has  forced  the  com- 
pany to  discount  rooms  in  its  full-service 
Marriott  hotels  to  as  little  as  $49  per 
night  on  weekends  and  $39  at  its  mid- 
priced  Courtyard  hotels. 

The  last  thing  Marriott  wants  to  do  is 
fight  a  price  war.  So  instead  it's  boost- 
ing spending  for  advertising  at  a  time  of 


widespread  cutbacks.  Marriott  has  also 
consolidated  the  sales  forces  of  its  vari* 
ous  hotel  brands — which  used  to  com- 
pete with  each  other.  Before,  if  a  corpo- 
rate prospect  chafed  at  the  cost  of 
booking  its  employees  in  Marriott's  full- 
service  hotels,  a  salesperson  might  sim- 
ply slash  the  rate  to  win  the  contract. 
But  now,  Marriott's  sales  reps  can  steer 
that  client  toward  a  lower-priced  line. 

With  its  hotel  business  depressed, 
Marriott  hopes  to  bolster  nonhotel  busi- 
nesses, which  already  account  for  about 
half  of  the  company's  cash  flow.  The 
company,  already  a  player  in  golf  course 
management,  recently  inked  a  deal  with 
Jack  Nicklaus  to  manage  up  to  35  new 
Nieklaus-designed  public  courses.  The 
company  has  begun  to  offer  child  care, 
janitorial  services,  and  lobby  conve- 
nience stores  at  these  sites. 

In  food  service,  too,  Marriott  is  look- 
ing for  ways  to  make  more  with  less. 
With  construction  costs  soaring,  the 
company  has  sold  its  well-known  Roy 
Rogers  fast-food  stores  to  Hardee's  and 
spun  off  its  Big  Boy  diners  to  franchi- 
sees. Now,  Marriott  is  going  for  lucra- 
tive captive  markets,  such  as  hospitals, 
office  buildings,  and  turnpike  service 
plazas.  It's  even  willing  to  work  as  a 
franchisee  of  such  former  rivals  as  Bur- 
ger King  and  Pizza  Hut. 
senior  communities.  Even  within  its  ho- 
tel operations,  Marriott  is  being  forced 
to  rethink  its  strategy.  Unlike  many  ri- 
vals that  rely  on  franchisees  to  operate 
most  of  their  hotels,  CEO  Bill  Marriott 
has  been  reluctant  to  trust  the  family 
name  to  others.  But  he'll  soon  allow 
more  franchising.  The  company  has  be- 
gun lobbying  independent  hoteliers,  as 
well  as  franchisees  of  competitors,  to 
convert  their  properties  over  to  the  Mar- 
riott name. 

Marriott  is  pulling  out  all  stops  in  one 
market — senior  "life-care"  communities, 
which  combine  deluxe  retirement  hous- 
ing with  medical  and  nursing  facilities. 
The  demand  has  been  startling:  A  413- 
unit  tower  in  Arlington,  Va.,  drew  2,205 
refundable  deposits  of  $1,000  each  to  re- 
serve space.  But  the  credit  crunch  has 
forced  Marriott  to  hold  off  on  new  con- 
struction and  scale  back  its  plans  for  150 
centers  to  50  over  the  next  five  years. 

No  doubt  about  it:  These  are  leaner 
times.  So  lean,  in  fact,  that  Marriott  is 
even  trying  to  peddle  an  $8  million 
sheep-and-cattle  ranch  near  Middleburg, 
Va.,  that  once  served  as  a  family  retreat. 
It's  all  quite  a  turnabout.  During  the 
1980s,  Bill  Marriott  took  a  family  busi- 
ness that  began  as  a  nine-stool  root-beer 
stand  and  refashioned  it  into  a  turbo- 
charged  high-flyer.  And  though  the 
lodging  colossus  remains  a  mighty  force, 
it's  moving  forward  into  the  1990s  as 
something  of  a  humbled  giant. 

By  Dean  Foust  in  Bethesda,  Md. 
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A  suffocating  bureaucracy  got  in  the  way  of  the  'HP  Way.'  But  no  more 


It's  amazing  that  Bob  Frankenberg 
ever  got  anything  done  at  all.  Until 
last  year,  the  Hewlett-Packard  Co. 
general  manager  dealt  with  no  fewer 
than  38  in-house  committees.  They  decid- 
ed everything  from  what  features  to  in- 
clude in  a  new  software  program  to 
what  city  would  be  best  for  staging 
a  product  launch.  Just  coming  up  with 
a  name  for  the  company's  NewWave 
Computing  software  took  nearly  100 
people  on  nine  committees  seven 
months.  "There  was  a  lot  of  decision 


Young,  hp's  chief  executive  officer. 

This  is  Hewlett-Packard?  The  compa- 
ny whose  blend  of  advanced  technology 
and  enlightened  management  defined 
Silicon  Valley?  The  company  that  year 
after  year  topped  everybody's  list  of 
America's  best-managed  companies? 
Could  this  be  the  same  company  whose 
"HP  Way"  encouraged  innovation  by 
abolishing  rigid  chains  of  command,  es- 
chewing fancy  executive  offices,  and 
putting  managers,  executives,  and  em- 
ployees on  a  first-name  basis? 


Yes,  it's  the  same  old  Hewlett-Pad  va: 
ard.  But  by  the  late  1980s,  an  unwie 
bureaucracy  had  bogged  down  the  H 
Way.  A  web  of  committees,  originall 
designed  to  foster  communication  biittl 
tween  HP's  disparate  operating  group: 
had  pushed  up  costs  and  slowed  dow  ssa 
development.  The  52-year-old  company  ten 
entrenched  culture,  which  was  bui  It 
around  the  HP  Way's  philosophy  of  egal  pd 
tarianism  and  mutual  respect,  promote 
consensus.  But,  critics  say,  the  cultur 
placed  too  much  errri 
phasis  on  rapport 
among    executive  an 
and  failed  to  penaliz 
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i  who  missed  opportunities.  "There 
t  enough  killers  in  HP's  manage- 
,"  says  analyst  George  F.  Colony, 
dent  of  Cambridge  (Mass.)-based 
et  research  company  Forrester  Re- 
tt Inc. 

the  markets  where  HP  is  competing 

a  few  more  killers  might  help.  To- 
computers  and  related  products  and 
ces  represent  about  707  of  hp's 

billion  in  annual  revenue,  with  sci- 
ic  instruments,  medical  equipment, 
electronic  components  making  up 
est.  Increasingly,  HP  is  focusing  on 
ast-paced  workstation  and  personal 
iuter  market  segments,  where  its 
psh  decision-making  puts  it  at  a  dis- 
ntage  against  nimble  rivals  such  as 
aaq  Computer  Corp.  and  Sun  Micro- 
:ms  Inc.  Even  giant  IBM  has  proven 

agile  than  HP  lately. 
lued.'  By  last  spring,  Young  real- 
things  had  gotten  out  of  hand.  The 
age  came  through  loud  and  clear 
1  a  manager  warned  him  that  HP's 

important  project,  a  series  of  high- 
1  workstations  being  developed  un- 
;he  code  name  Snakes,  was  slipping 
ar  behind  schedule  because  of  hp's 
ensome  bureaucracy.  Workstations, 
h  make  up  one  of  the  computer  in- 
ry's  highest-growth  areas,  are  so 
rtant  to  the  company's  computer 
egy  that  in  1989,  in  an  uncharac- 
tically  bold  move,  HP  paid  nearly 

million  for  ailing  market  pioneer 
lo  Computer  Inc.  HP  wanted  Apol- 
customers  and  its  engineers  who 
expertise  in  the  new  RISC  technol- 

But  over  the  course  of  a  bumpy 
*er,  development  schedules  slipped, 
some  Apollo  customers  began  jump- 
ship. 

d  wonder  the  normally  even-tem- 
d  Young  grew  furious,  last  spring 
i  he  learned  about  the  Snakes  delay, 
h  was  caused  by  endless  meetings 
it  technical  decisions.  "I  think  I  may 
1  come  unglued  that  day,"  says 
ag.  "It  was  a  pretty  clear  signal  to 
Young  immediately  attacked  the 
lem.  He  removed  the  project's  200 
neers  from  the  HP  management 
cture  so  they  could  work  on  the 
ces  workstation  line  free  of  the  rou- 
committee  oversight, 
lat  crisis  convinced  Young  that  big 
iges  needed  to  be  made  throughout 
company.  Last  summer,  he  called  in 
rider  and  Chairman  David  Packard, 
o  discuss  a  major  revamping  of  hp's 
orate  structure.  Packard,  who  re- 
is  hp's  single  largest  shareholder, 
in  meeting  frequently  with  Young  to 
ass  changes. 

oung  and  Packard  didn't  have  to 
far  for  a  successful  computer  orga- 
tion.  The  company's  own  laser-print- 
iperation  was  an  example  of  how  a 
ness  within  a  huge  corporation  could 


remain  nimble  and  competitive.  After 
seven  years  in  laser  printers,  HP  has 
held  the  lead  with  a  60%  market  share, 
despite  competition  from  Apple,  IBM,  and 
a  phalanx  of  Japanese  rivals.  The  se- 
cret? Executive  Vice-President  Richard 
A.  Hackborn's  Boise  (Idaho)  division 
didn't  have  to  deal  with  the  usual  swarm 
of  committees  (page  79). 

The  workstation  crisis  showed  Young 
that  the  management  structure  HP  had 
adopted  for  its  computer  businesses  in 
the  mid-1980s  was  fail- 


sank  to  26,  about  half  the  price 
they  had  been  trading  at  a  year,  earlier 
(chart). 

So  Young  wiped  out  HP's  committee 
structure  and  flattened  the  organization. 
To  cut  costs,  HP  had  already  launched  an 
early  retirement  program.  Young's  Octo- 
ber revamp  divided  the  computer  busi- 
ness into  two  main  groups:  One  handles 
personal  computers,  printers,  and  other 
products  sold  through  dealers,  and  the 
second  oversees  sales  of  workstations 
and  minicomputers  to 
big  customers. 
Another  change:  In 


ing.  That  unwieldy  sys- 
tem was  developed  when 
HP  was  trying  to  move 
into  "open  systems" — 
computers  that  use  non- 
proprietary software 
such  as  American  Tele- 
phone &  Telegraph  Co.'s 
Unix.  As  it  moved  to 
open  systems,  HP  needed 
to  smooth  over  the  dif- 
ferences and  update  its 
various  computer  lines. 
So  it  set  up  a  series  of  committees 
to  figure  out  what  new  open-systems 
technology  to  pursue,  which  to  ignore, 
which  of  HP's  products  should  be  saved, 
and  which  should  be  shelved.  But  the 
committees  kept  multiplying,  like  a  vi- 
rus. "Everything  was  by  committee," 
says  Bear,  Stearns  &  Co.  analyst  Clif- 
ford Friedman.  "No  one  could  make  a 
decision." 

The  cure  was  the  company's  most 
drastic  reorganization  in  10  years. 
Young  announced  it  in  October,  just  as 
the  company  was  finishing  a  surprising- 
ly poor  fiscal  fourth  quarter.  Earnings 
plunged  18%,  dragging  down  the  full- 
year  net  by  117c,  to  $739  million  on  sales 
of  $13.2  billion.  Wall  Street  responded 
with  a  huge  sell-off  of  HP  shares,  which 


■  In  the  fast-paced 
workstation  market, 
HP's  sluggish 
decision-making 
has  put  it  at  a 
disadvantage 


place  of  the  single  corpo- 
rate sales  force  estab- 
lished in  the  mid-1980s, 
each  of  the  two  comput- 
er units  now  has  its  own 
sales  and  marketing 
team.  "The  results  are 
incredible,"  says  Fran- 
kenberg,  who  now  deals 
with  three  committees 
instead  of  38.  "We  are 
doing  more  business  and  getting  product 
out  quicker  with  fewer  people." 

The  overhaul  has  another  benefit:  It 
should  pave  the  way  for  the  ascent  of  a 
new  generation  of  managers.  Young,  58, 
and  five  of  the  other  top  11  executives 
are  expected  to  retire  within  the  next 
four  years.  The  new  structure  gives 
Young,  who  took  HP's  reins  in  1978 
when  founders  Bill  Hewlett  and  Packard 
retired  from  day-to-day  operations,  a 
chance  to  evaluate  the  company's  youn- 
ger lieutenants.  They  now  report  direct- 
ly to  him  and  Chief  Operating  Officer 
Dean  0.  Morton.  But  the  COO's  main 
job  now  is  slashing  hp's  overhead  and 
overseeing  its  extensive  quality-control 
program. 

So  far,  Morton  has  been  doing  pretty 
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well.  Because  HP  is  selling  more  low- 
margin  products  such  as  PCs  and  print- 
ers through  dealers,  gross  margins  have 
slipped  from  52':^  in  1987  to  iTA .  Still,  in 
the  quarter  ended  on  Jan.  31,  earnings 
jumped  187s  to  $205  million,  thanks  in 
part  to  the  cost-cutting  (chart).  All  told, 
the  work  force  has  been  cut  by  4,000,  to 
91,000.  That  has  helped  HP's  stock 
bounce  back  to  around  46. 

Morton,  59,  is  on  the  retirement  track 
too.  That  leaves  two  leading  contenders 
for  the  top  job:  Computer  Systems  chief 
Lewis  E.  Piatt,  49,  and  Computer  Prod- 
ucts head  Hackborn,  53.  Together,  the 
two  men  control  nearly  three-fourths  of 
HP's  revenues.  Piatt  is  in  charge  of  mini- 
computers, worksta- 


ers  with  her  company's  manufacturing 
software.  "The  nice  guys  don't  necessar- 
ily win." 

In  the  hypercompetitive  workstation 
market,  nice  guys  can  barely  keep  up. 
While  HP  and  Digital  Equipment  Corp. 
were  still  pushing  their  minicomputers 
to  engineering  departments,  upstarts 
Apollo  and  Sun  were  cleaning  up  by  out- 
fitting engineers  with  powerful  desktop 
workstations,  then  linking  each  desktop 
on  a  network. 

To  their  credit,  HP's  engineers  saw  the 
workstation  movement  coming.  They 
also  recognized  the  promise  of  a  new 
computer  design  called  reduced  instruc- 
tion-set computing  (RISC).  But  Sun  was 
moving  fast.  Its  first 
RISC  workstations  came 
out  in  1988,  while  HP's 


tions,  and  the  sales  force 
that  sells  them  directly 
to  big  businesses.  Hack- 
born  handles  personal 
computers,  printers,  and 
other  products  sold 
through  dealers.  Both 
are  engineers  by  train- 
ing and  steeped  in 
HP  culture.  Cupertino 
(Calif.)-based  Piatt  is  an 
energetic  manager,  who 
has  run  everything  from 
HP's  analytical  products  division  to  its 
medical  instruments  group.  Hackborn  is 
based  at  the  company's  Boise  peripher- 
als plant. 

The  reorganization  is  helping  to  speed 
things  up,  but  HP  still  proceeds  rather 
cautiously  by  computer-industry  stan- 
dards. "HP  is  a  very  conservative  compa- 
ny, and  computers  are  a  market  in  which 
people  are  practicing  guerrilla  warfare," 
says  ASK  Computer  Systems  Inc.  CEO 
Sandra  Kurtzig,  who  resells  HP  comput- 


■  HP  is  picking  up: 
It  recently  bested  IBM 
for  a  $44  million 
microcomputer 
contract  with 
Wal-Mart  Stores 


RISC  design,  called  Preci- 
sion Architecture,  was 
still  being  used  only 
on  its  minicomputers 
and  on  one  overpriced 
workstation. 

The  purchase  of  Apol- 
lo, which  had  fallen 
behind  Sun  by  clinging 
to  proprietary  designs 
rather  than  open  sys- 
tems, was  a  way  for  HP  to  expand  its 
customer  list  and  gain  expertise  in  RISC 
workstations.  Moreover,  combining 
Apollo's  workstation  business  with  its 
own  gave  HP  the  No.  1  slot  in  the 
market — but  only  for  a  brief  time.  The 
company  stumbled  in  its  efforts  to 
integrate  the  $654  million  Apollo.  While 
HP  worked  to  eliminate  Apollo's  over- 
lapping engineers  and  administrators, 
partly  through  layoffs,  development  of 
new  workstations  fell  six  months  be- 


hind schedule.  "We'd  have  been  betljtf 
off  to  bludgeon  things  into  place  fastejl 
Piatt  says. 

HP's  workstation  effort  also  had  soil 
bum  luck:  Last  year,  it  introduced* 
product  line  based  on  Motorola  Corw 
68040  chip  that  was  supposed  to  kA 
customers  happy  until  Snakes  w» 
ready.  But  Motorola  was  six  months 
with  its  delivery.  "We  can  identify  h<s> 
dreds  of  millions  of  dollars  lost,"  sss 
Piatt.  Meanwhile,  IBM  began  shippM 
the  RS/6000,  its  first  competitive  Rm 
based  workstation,  and  quickly  grabm 
nearly  107  of  the  market.  By  the  m 
of  1990,  HP  had  lost  207  of  Apollo's  ck 
eted  customers,  as  well  as  the  leadla 
market  share. 

Now,  the  Snakes  line  is  scheduled)! 
be  introduced  on  Mar.  26.  Advance  wjl„ 
in  the  industry  is  that  Snakes  is  a  I 
product,  with  screaming  speed  andjll 
the  right  bells  and  whistles.  But  j| 
product's  delay  has  cost  HP  dearly, 
only  are  Sun  and  IBM  already  well- 
trenched  in  the  Rise  market  but  als 
coalition  of  45  computer  makers,  incl 
ing  PC  hotshot  Compaq,  is  expecte 
make  an  announcement  on  Apr.  9 
they  are  backing  another  RISC  mi 
processor  design,  made  by  MIPS  Com 
er  Systems  Inc. 

While  HP  has  licensed  its  chip  to 
chi  Ltd.  and  Korea's  giant  Sams 
Electronics  Co.,  for  now,  the  Snakes 
will  be  the  only  workstations  to  use 
HP  RISC  design.  That  means  that 
ware  writers  may  have  less  incentive 
develop  programs  for  it.  There  are) 
ready  2,800  programs  for  Sun's  wi- 
dened Sparc  Rise  chip  and  3,000 
IBM's  RS/6000.  And  applications 
ware  makers  aren't  enthusiastic  a 
taking  on  yet  another  RISC  design, 
getting  perilously  late  for  [HP]," 
Andrew  Allison,  editor  of  the  newslel 
RISC  Management. 

'OUT  of  mind.'  Late  or  not,  with  the  nir: 
computer  business  waning,  HP  has  1 1 
choice  but  to  move  further  into  worka- 
tions.  It  must  also  continue  to  try!) 
succeed  in  personal  computers.  I- 
though  PCs  have  become  a  $750  miw 
business  at  HP,  the  company's  sales  \m 
been  so  weak  in  the  U.  S.  that  it  receM 
shifted  its  personal  computer  headqw* 
ters  to  Grenoble,  France. 

One  bright  spot  has  been  the  saleOi 
HP  PCs  based  on  Intel  Corp.'s  80486  <■* 
By  getting  into  that  market  first,  His 
now  on  top.  The  company  is  tryinJIo. 
further  beef  up  its  PC  business  by  iuf- 
ducing  some  flashier  products.  In  All, 
for  example,  it  plans  to  bring  out  a  im- 
pound, palm-size  computer  that  fill 
come  with  a  built-in  Lotus  $13 
spreadsheet  for  computing  on  theijo. 
The  machine,  which  is  code-named  lig- 


ISINC 


78  RlJRINFRS  WFFK/APRII  1  1991 


INFORMATION  PROC: 


is  expected  to  cost  in  the  range 
30. 

t,  says  John  0.  Dunkle,  president 
irket  researcher  WorkGroup  Tech- 
ies  Inc.,  HP  has  a  history  of  not 
ring  up  good  products  with  aggres- 
narketing — the  way  that  IBM,  Com- 
ind  Apple  do.  "Out  of  sight,  out  of 
"  says  Dunkle.  Indeed,  marketing 
iever  been  hp's  long  suit.  Its  own 
gers  snicker  that  if  HP  sold  sushi,  it 
1  probably  bill  it  as  cold,  dead  fish, 
ire  not  forceful  enough  in  position- 
urselves  in  the  marketplace,"  says 
uter  Systems  group  Vice-President 
;  Nawratil. 

improve  matters,  HP  has  a  new  ad- 
ing  campaign  that,  for  the  first 
makes  direct  comparisons  between 
)mputers  and  competing  brands. 
[P  will  need  more  than  advertising 
1  networks  of  its  new  desktop  com- 
3.  Rivals  such  as  IBM  have  spent 
orienting  their  organizations  to 


sell  systems  that  solve  customers'  prob- 
lems with  hardware  and  software  combi- 
nations rather  than  just  selling  them 
products.  On  that  score,  HP  has  trailed. 

Indeed,  analysts  say  that  HP  has  a  lot 
to  learn  about  working  with  customers. 
Take  Alpha  Industries  Inc.,  once  a  big 
HP  minicomputer  customer.  In  late  1989, 
John  Douglas,  information  systems  man- 
ager at  Alpha,  asked  both  HP  and  DEC  to 
bid  on  a  project  for  Unix  workstations, 
networking,  and  data-base  software.  An 
HP  salesman  ignored  Alpha's  product  re- 
quests and  instead  proffered  hp's  IBM  PC 
clones  and  HP's  New  Wave  office-man- 
agement software. 

right  track.  By  contrast,  recalls  Doug- 
las, dec's  salesperson  arranged  a  meet- 
ing with  its  Unix  experts  to  discuss  the 
idea  and  returned  with  several  different 
Unix  proposals.  "He  had  Unix  people 
here  with  a  configuration  of  the  network 
and  software  before  hp  got  off  the 
dime,"  says  Douglas. 


Lately,  there's  evidence  that  'HP  has 
been  doing  a  better  job.  us  West  will 
beef  up  its  customer  service  with  $25 
million  in  HP  products,  and  the  Stock 
Exchange  of  Singapore  gave  HP  the  job 
of  automating  its  trading  floor.  The 
company  even  bested  IBM  in  a  $44  million 
bid  to  provide  Wal-Mart  Stores  Inc. 
with  workstations  to  run  networks  in 
its  stores. 

Still,  HP  is  hardly  over  the  hump. 
While  analysts  figure  it  can  keep  reve- 
nues growing  at  10%  annually  for  the 
next  few  years,  hp's  real  test  will 
be  in  building  demand  for  those  new 
workstations.  HP  insiders  say  they  know 
the  company  is  on  the  right  track.  Late- 
ly, they  have  been  amending  Oldsmo- 
bile's  advertising  slogan  to  describe  the 
updated  HP  Way:  "This  is  not  your 
grandfather's  HP." 

By  Barbara  Buell  and  Robert  D.  Hof  in 
Palo  Alto,  Calif.,  with  Gary  McWilliams  in 
Boston,  and  bureau  reports 


HP'S  PRINTER  UNIT:  FROM  RULE-BREAKER  TO  ROLE  MODEL 


I 


ewlett-Packard  Co.  isn't  known 
for  going  out  on  a  limb.  But  in 
the  early  1980s,  when  then  HP 
-President  Richard  A.  Hackborn 
his  team  of  engineers  decided  that 
g  was  a  huge  potential  market  for 
pensive  laser  printers  to  work  with 
onal  computers,  they  threw  away 
•ule  book.  That  worked  so  well  that 
Boise  (Idaho)-based  printer  busi- 

now  serves  as 
sthing  of  a  model 
;he  rest  of  HP. 
hat  was  so  differ- 
about  the  printer 
ip?  For  one  thing, 
made  decisions 
kly  because  it 
1't  hamstrung  by 
overlapping  com- 
ees  that  then 
i  other  HP  com- 
r  businesses.  And, 
;ad  of  building  its 
printer  "engine," 
ruck  a  deal  to  buy 
hardware  from  Ja- 
s  Canon  Inc. 
n  it  came  to  mar- 
ig,  the  unit  made 
y  decision:  to  go  after  the  entire  PC 
ket,  not  just  HP's  own  customers, 
ineers  made  sure  the  laser  printer 
ced  with  all  IBM  PC  clones — at  a 
when  HP's  own  computer  division 
i't  yet  built  an  IBM-compatible  PC. 
ship  large  volumes  quickly,  they 
ed  on  hundreds  of  computer  deal- 
who  eagerly  stocked  the  printers. 
)ise  was  allowed  its  independent 
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attitude  because  the  printers  were 
stand-alone  products  that  didn't  have 
to  fit  into  a  corporate  computer  strate- 
gy. Because  minicomputers  and  work- 
stations did,  they  were  subject  to  over- 
sight by  hp's  committee  structure. 

But  no  one  at  the  company's  Palo 
Alto  headquarters  complained  once 
they  saw  the  results.  Debuting  in  mid- 
1984,  hp's  LaserJet  was  the  first  suc- 
cessful desktop  laser 
printer,  basically  a 
small    office  copier 


that  uses  a  laser  to 
etch  the  dots  that 
form  words  and  im- 
ages on  the  copier 
drum.  Even  before 
Apple  Computer  Inc. 
promoted  "desktop 
publishing"  in  1985, 
HP  was  selling  the 
original  $3,495  Laser- 
Jets by  the  thousands 
to  PC  owners  who 
wanted  better  output 
than  noisy  dot-matrix 
machines  could  pro- 
vide. When  desktop  publishing  came  to 
PCs,  sales  accelerated.  And  in  1990, 
when  HP  started  selling  LaserJets  de- 
signed for  the  Apple  Macintosh,  they 
sold  like  hotcakes.  Seven  years  after 
the  introduction  of  the  LaserJet,  Hew- 
lett-Packard still  has  nearly  60%  of  the 
$3.6  billion  market  for  laser  printers. 

HP's  thriving,  $2  billion-plus  printer 
business — which  now  includes  about  a 


dozen  models  of  low-cost,  ink-jet  and 
laser  printers — has  presented  to  HP  ex- 
ecutives new  alternatives  for  doing 
business.  "LaserJet  really  blazed  a 
trail  here,"  says  HP  software  group 
General  Manager  Bob  Frankenberg. 

And  HP's  laser  printers  have  proven 
that  HP  can  be  nimble  enough  to  keep 
ahead.  Boise  has  brought  out  new  mod- 
els at  an  aggressive  pace,  giving  com- 
petitors little  opportunity  to  grab  a  big- 
ger slice  of  the  market.  IBM,  the 
nearest  rival,  has  only  an  11%  share, 
j^^^ To  keep  pushing 
prices  down,  HP  has 


continually  cut  costs  with  new  manu- 
facturing techniques.  And  managers 
have  kept  a  tight  lid  on  expenses,  de- 
spite 407'  annual  revenue  growth. 
"That  is  a  major  lesson  for  the  rest  of 
HP,"  says  Hackborn. 

As  competition  at  the  dealer  level 
intensifies,  HP  is  keeping  pace.  When  it 
replaced  the  $2,695  LaserJet  II  with 
the  LaserJet  III  a  year  ago,  it  added 
more  features  and  cut  the  price  to 
$2,395.  Then,  in  February,  HP  dropped 
the  price  on  its  LaserJet  IIP  to  $1,295 
from  $1,495 — just  in  time  to  match  Ap- 
ple's new  $1,299  Personal  LaserWriter 
LS,  introduced  in  March. 

If  not  an  out-and-out  role  model,  the 
printer  business  has  become  something 
of  an  inspiration  for  HP  managers.  Last 
year,  150  HP  executives  crowded  into  a 
meeting  to  hear  Hackborn  share  some 
of  his  management  secrets.  The  most 
obvious  lesson?  Sometimes,  it  pays  to 
break  a  few  rules. 

By  Barbara  Buell  in  Palo  Alto,  Calif. 
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JAPAN'S  HDTV:  WHAT'S 
WRONG  WITH  THIS  PICTURE? 


Its  system  mav  become  obsolete  for  homes — but  not  for  industry 


It's  hard  to  miss  the  pessimism  these 
days  among  Japanese  TV  makers 
when  the  talk  turns  to  high-definition 
television.  That's  right,  pessimism.  True, 
the  first  HDTV  sets  for  consumers  ap- 
peared in  Japan  late  last  year,  with  wide 
screens  and  movie-quality  images.  But 
the  prices  are  astronomical — $15,000  or 
more.  And  HDTV  broadcasts  are  limited 
to  one  hour  a  day,  mostly  of  Sumo  wres- 
tling and  baseball.  What's  more,  rental 
videos  are  nonexistent,  since  manufac- 
turers have  yet  to  agree  on  standards 
for  consumer  equipment  such  as  high- 
definition  VCRS.  Thus,  only  a  few  Japa- 
nese households  have  HDTV  sets. 

Worse  than  all  that,  the  Japanese  sys- 
tem, designed  mainly  for  satellite  broad- 
casts, may  become  obsolete  before  it 
takes  off.  American  engineers  are  devel- 
oping more  advanced  HDTV  that  will 
transmit  images  digitally,  the  same  way 
computers  handle  data.  If  this  approach 
works,  it  could  leapfrog  Japan's  older 
analog  transmission  system.  Japanese 
TV  Goliaths  are  thus  scrambling  to  catch 
up.  "We,  too,  are  looking  into  an  all- 
digital  system.''  says  Masao  Sugimoto, 
director  general  of  the  Science  &  Techni- 
cal Research  Laboratories  at  Japan 
Broadcasting  Corp.  (known  as  NHK  from 
its  Japanese  name),  which  created  the 
Japanese  standard. 

TANTALIZING.  So  if  their  technology  is 
outdated  and  costs  as  much  as  a  car. 
what  do  the  Japanese  have  to  show  for 
the  20  years  and  more  than  $1  billion 
they've  spent  on  developing  HDTV?  Plen- 
ty, it  turns  out.  With  the  consumer  mar- 
ket stalled,  giants  such  as  Sony  Corp. 
and  Matsushita  Electric  Industrial  Co. 
are  trying  to  recoup  by  turning  to  indus- 
trial markets.  New  niches  for  HDTV  gear 
range  from  electronic  publishing  and 
teleconferencing  to  medical  training  sys- 
tems and  supercomputer  graphics  used 
by  scientists.  "We're  seeing  steady 
growth  in  professional  approaches," 
says  Sony  Deputy  President  Ken  Iwaki. 

The  most  promising  such  market  for 
HDTV  is  as  a  scientific  and  engineering 
tool.  Until  now.  scientists  have  relied  on 
costly  workstations  from  such  compa- 
nies as  Silicon  Graphics  Inc.  to  translate 
reams  of  computer  data  into  images  of 


weather  patterns,  atomic  structures,  and 
other  complex  phenomena.  Workstations 
provide  much  sharper  pictures  than  ordi- 
nary TV,  but  their  images  are  dark  and 
weren't  meant  for  viewing  by  large  audi- 
ences. The  only  way  to  project  a  w  ork- 
station-generated image  on  a  large 
screen,  while  maintaining  high  resolu- 
tion, is  to  convert  it  to  35mm  film.  And 
once  that's  done,  the  image  is  frozen. 
You  can't  manipulate  it  by  computer. 
HDTV  provides  a  tantalizing  alterna- 


air  them  over  a  closed-circuit  network* 
says  Yamaguchi.  His  colleague,  RyotaM 
Irie,  created  the  world's  first  HDTV  rem 
derings  of  chlorofluorocarbons  attackirl 
ozone  molecules.  "Viewing  it  in  HD  giv« 
you  a  deeper  sense  of  three-dimension; 
ity  and  movement,"  he  says. 

But  that's  just  the  beginning.  Desig 
ers  of  automobiles  and  other  produc 
are  now  using  HDTV  together  with  cor 
puter-aided  design  it'AD)  tools  to  spe( 
up  product  development.  Explains  Jur 
Nagasaka,  general  manager  of  inform 
tion  systems  at  Toyota  Motor  Cor 
"HDTV  lets  you  take  a  realistic,  compu 
er-generated  rendering  of  an  automobi 
and  weave  it  together  with  real  imag< 
so  that  it  appears  to  be  driving  throug 
a  desert,  or  down  a  crowded  city  street 
He  adds:  "The  ability  to  mix  comput 
tional  and  real  images  is  critical  in  eval 
ating  automobile  renderings." 

bast  summer.  Ford  Europe  came 
the  same  conclusion  and  plunked  dow 


'Viewing  [ozone  depletion]  in  HD  gives  you  a  deeper 
sense  of  three-dimensionality  and  movement' 


—  HITACHI'S  RY0TAR0  IRIE 


tive.  Unlike  workstations,  which  weren't 
designed  to  capture  or  display  real  im- 
ages, HDTV  combines  camera,  recording, 
and  display  technologies.  For  supercom- 
puter researchers,  HDTV's  chief  attrac- 
tion is  increased  size  and  brightness  of 
the  display.  At  Hitachi  Ltd.,  researcher 
Ken  Yamaguchi  used  HDTV  in  combina- 
tion with  a  supercomputer  to  produce 
dazzling  simulations  of  silicon  crystal 
growth.  "You  can  screen  the  results  for 
a  large  audience  on  a  110-inch  display,  or 


$10  million  for  Sony  HDTV  equipmen 
Ford  managers  now  hope  to  cut  the  di 
sign  cycle  for  a  new  car  from  (54  month 
to  48  months  and  to  reduce  the  numb€ 
of  clay  models  from  more  than  40  to  jus 
2  or  3.  Engineers  make  a  3-D  computt 
model  of  a  car,  then  project  the  model  t 
lifesize  dimensions  on  a  5-meter  HDT 
screen.  Ford  now  uses  the  system  i 
Cologne,  Germany,  for  exterior  design: 
and  in  Dunton,  England,  for  interior; 
The  next  step  is  to  combine  the  tw 


■ 
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lications,  so  the  engineers  can  show 
r  a  car  looks  when  the  hood  or  a 
senger  door  is  opened — which  should 

>  the  engineers  make  decisions  on  de- 
i  details. 

that's  slowing  Japan  in  such  efforts 

late  start  in  computer  graphics.  To 
h  up,  most  major  Japanese  players 
e  set  up  HDTV  research  and  develop- 
lt  facilities  in  the  U.  S.  N'HK  and  four 
;r  Japanese  companies,  for  example, 

cooperating  with  Carnegie  Mellon 
versity  to  develop  HDTV  animation, 
mately.  "HDTV  capability  will  help 
mese  companies  win  customers  for 
r  high-end  workstation  products," 
5  Laurin  Herr,  a  computer-graphics 
sultant  and  president  of  New  York- 
sd  Pacific  Interface.  In  unit  sales,  the 
anese  have  just  1.67<  of  that  market 
ldwide,  according  to  Dataquest  Inc. 
,  adds  Herr,  HDTV  "is  a  significant 
;at  to  America's  dominance." 
iinance  isn't  all.  Nobody  expects 
anese-style  HDTV  systems  to  replace 
^entional  workstations  entirely.  For 

thing,  their  resolution  isn't  good 
ugh  for  many  CAD  uses.  But  HDTV 
i  well  become  a  standard  interface 

a  wide  range  of  computer  equip- 
it.  In  Japan,  Sony  and  Sun  Microsys- 
s  workstations  are  already  being  fit- 
with  special  circuit  boards  that  store 
'V  images.  Canon,  Hitachi,  and  Fuji 
fi  have  all  developed  high-end  print- 
that  handle  still  HD  pictures.  And  a 
'-dozen  companies  have  optical  filing 
:ems  that  can  archive  high-definition 
erial. 

.s  Japan  has  proven,  moreover,  it 
t  necessary  to  dominate  a  market  for 
shed  systems  in  order  to  achieve  suc- 
>.  Japan  remains  only  a  minor  pres- 
s  in  the  worldwide  computer-systems 
•ket.  But  it  managed  to  export  $18 
on  worth  of  computer-related  prod- 

>  in  1989,  some  857<  of  that  in  parts 
peripherals. 

0  even  if  American  engineers  surge 

1  the  lead  with  their  all-digital  HDTV 
erne,  they  may  still  have  to  turn  to 
an  for  many  key  components.  Japa- 
e  companies  are  the  chief  suppliers 
image-capturing  charge-coupled  de- 
>s,  digital  recording  systems,  and 
;t  high-resolution  and  flat-panel  dis- 
fs.  "Japan's  20-year  investment  in 
PV  has  already  had  a  massive  impact 
technology,"  says  Hajime  Yamada, 
ihiba  Corp.'s  senior  manager  for 
fV  systems. 

till,  that's  a  far  cry  from  Japan's 
pnal  vision  of  a  new  television  in  ev- 

home — a  market  that  Tokyo  once 
dieted  would  be  worth  $22  billion  by 

year  2000.  Japan  would  hate  to  see 
t  dream  shattered.  But  if  it  is,  cen- 
tring new  computer  niches  will  help 
e  away  the  sting. 

By  Neil  Gross  in  Tokyo 


,oon  Our  hills  are  at  their  prettiest  now 


JACK  DANIEL'S  COUNTRY,  deep  in 
Tennessee,  is  a  lovely  place  for  making  good 
whiskey  and  good  friends. 

Some  folks  say  Mother  Nature  waved  her  hand 
twice  over  these  Tennessee  hills  and  hollows. 
Well,  we  can't  vouch  for  that.  But  it  sure  is 
pretty  out  here. .  .and  there's  no  nicer 
place  to  make  and  watch  over  our 
Jack  Daniel's  Tennessee  Whiskey. 
If  you're  yet  to  have  a  sip  of 
Jack  Daniel's,  won't  you  do  so 
soon?  We  predict  a  pleasurable 
moment,  followed  by  a  friendship 
lasting  long  into  your  life. 


SMOOTH  SIPPIN' 
TENNESSEE  WHISKEY 


Tennessee  Whiskey  •  4043%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery.  Lem  Motlow,  Proprietor.  Route  1,  Lynchburg  (Pop  361).  Tennessee  37352 
Placed  in  the  National  Register  at Historic  Places  by  the  United  States  Government. 
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velopments  to  Watc 


A  MAJOR  PEACETIME  PAYOFF 
FROM  FAULTY  TORPEDOES 


u 


inlike  its  perfor- 
mance in  Operation 
Desert  Storm,  high  tech 
produced  some  snafus 
during  the  1982  Falkland 
Islands  crisis.  Take  so- 
nar-guided torpedoes. 
"They  never  hit  what 
they  were  aimed  at." 
says  Edward  L.  Title 
baum.  an  electrical  engi- 
neering professor  at  the 
University  of  Rochester. 
Their  guidance  systems 
were  confused  by  similar 
sonar  signals  from  destroyers,  subs,  and  other  torpedoes. 

Titlebaum  began  looking  into  the  problem  for  the  U.  S. 
Navy,  which  wants  to  be  sure  its  torpedoes  hit  their  mark. 
What  he  cooked  up  promises  that — and  a  lot  more.  In  any 
signal-saturated  environment,  even  urban  skies  filled  with  cel- 
lular-phone chatter,  he  has  found  a  way  to  tack  on  a  digital 
address  code  so  each  signal  finds  its  intended  receiver.  And  no 
matter  how  many  signals  flit  around  at  the  same  frequency, 
there  is  always  room  for  one  more.  In  effect.  Titlebaum's 
scheme  would  provide  virtually  unlimited  capacity  for  digital 
cellular  phone  systems  and  computer  networks. 

DOES  JOB  SATISFACTION 
PREVENT  BACK  INJURIES? 

What's  the  most  important  factor  in  determining  which 
employees  file  back-injury  claims"?  It  isn"t  work  that 
involves  heavy  lifting.  Nor  is  it  a  person's  strength  or  flexibili- 
ty. Rather,  it  is  job  satisfaction.  That  is  the  upshot  of  a  new 
study  by  Dr.  Stanley  J.  Bigos.  associate  professor  of  orthope- 
dic surgery  at  the  University  of  Washington  in  Seattle.  Yet. 
employment  screening  tests  aimed  at  predicting  a  person's 
risk  of  back  injury  focus  solely  on  physical  factors,  not  on 
state  of  mind.  That's  why  such  tests  have  been  so  unsuccess- 
ful, says  Bigos. 

After  questioning  1.569  Boeing  Co.  employees.  Bigos  found 
that  workers  who  don't  enjoy  their  jobs  are  2.5  times  more 
likely  to  file  back-injury  claims  as  those  who  like  their  work. 
And  workers  who  reported  high  emotional  stress  were  more 
than  twice  as  prone  to  file  a  claim.  Back  injury  is  the  most 
common — and  most  expensive — muscle  or  bone  problem  in  the 
U.  S.  Its  treatment  costs  an  estimated  §30  billion  annuallv. 


NEURAL  NETS:  TURNING  COMPUTERS 
INTO  FAST  LEARNERS 

Ieural  networks  are  a  special  breed  of  computer  circuit, 
loosely  patterned  after  the  "wiring"  in  the  brain.  What 
sets  them  apart  is  their  uncanny  ability  to  learn  from  experi- 
ence. For  instance,  they  can  be  taught  by  repeated  exposure  to 
recognize  faces  ana  understand  speech — feats  that  are  ex- 
traordinarily hard  for  ordinary  computers.  But  training  a  neu- 
ral net  is  a  time-consuming  chore,  especially  when  the  network 
must  be  simulated  with  a  regular  computer  because  of  the 
paucity  of  neural-net  hardware.  The  snail's  pace  of  learning  is 


82 


crimping  progress,  says  Les  E.  Atlas,  director  of  the  Intera 
rive  Systems  Laboratory  at  the  University  of  Washington,  i 
is  itching  to  get  his  hands  on  the  lightning-fast  neurocomput 
that  will  be  introduced  late  this  year  by  Adaptive  Solutioi 
Inc.,  a  Beaverton  (Ore.)  startup. 

The  guts  of  ASl's  system  is  a  powerful  chip  with  neural-n 
circuits  embedded  directly  in  the  silicon.  Developed  by  Ino\ 
Microelectronics  Inc..  the  chip  sports  64  neural  processors  th 
operate  in  parallel — a  total  of  11  million  transistors,  or  near 
10  times  the  raw  power  of  Intel  Corp.'s  486  microprocessc 
And  each  neurocomputer  has  four  such  chips.  On  patter 
recognition  tasks,  boasts  ASI,  its  §55.000  machine  is  100  tim< 
faster  than  any  supercomputer.  Professor  Atlas  figures  h 
work  with  a  large  data  base  of  heart  images,  which  now  tak 
15  weeks  per  training  ran.  should  shrink  to  just  a  few  hour 


WHEN  IT  COMES  TO  CUDDLES, 
THIS  DOG  IS  BEST  IN  BREED 


i 


Ten  years  ago.  Steven  M.  Brown  wanted  a  dog.  What 
looked  like  didn't  matter.  It  just  had  to  be  healthy,  have 
nonshedding  coat,  and  be  gentle.  Would  you  believe 
couldn't  find  such  an  animal?  Pedigreed  dogs  are  bred  i 
looks,  not  disposition  or  health.  As  a  result,  many  breeds  a 
plagued  by  genetic  diseases — and  often  are  agressive. 

So  Brown  decided  to  produce  his  own  dream  dog.  Toda 
after  years  of  research  and  searching  for  suitable  foundatic 
animals,  he  is  rearing  the  first  generation  of  cuddly.  40-pour 
Charlee  Bears,  a  cross  between  a  Portuguese  water  dog  and 
soft-coated  wheaten  terrier.  Only  disease-free  members  will  \ 
allowed  to  propagate  the  breed.  While  future  generations 
van,"  in  color  and  length  of  hair.  Brown  insists  they  must  ha\ 
teddy  bear  dispositions.  The  resident  of  Brunswick,  Me.,  hi 
apparently  tapped  into  a  market  need.  He  has  been  inundatt 
with  requests  for  the  puppies — even  at  a  price  of  §800  eacl 


A  PHONE  CALL  THAT  DELIVERS 
THE  SPARK  OF  LIFE 


For  heait  attack  vic- 
tims, the  first  few- 
minutes    are  critical. 
That's  why  a  dozen  pio- 
neering hospitals  are 
pushing  cardiac  care  be 
yond  emergency  rooms 
and  into  company  medi- 
cal departments.  A  tele- 
phone-based system 
dubbed  MDphone  cur- 
rently links  these  hospi- 
1  tals  to  some  50  sites  at 
■  25   companies,  where 
:  stricken  employees  can 

1  get  prompt  treatment  even  before  the  paramedics  arrive. 
Inside  MDphone's  briefcase-size  box  are  an  electrocardi 

.  gram  system,  defibrillator,  phone,  and  automatic  dialer.  Stic 
EKG  pads  on  a  person's  chest,  plug  in  the  §8.500  MDphone.  an 
the  heart's  electrical  signals  get  relayed  to  the  hospital.  Shou5 
the  patient's  heart  start  to  fail,  a  doctor  can  remotely  triggt 

'  a  defibrillating  jolt  to  restore  proper  rhythm.  Developed  t 
MEDphone  Corp.  in  Paramus.  N.  J.,  the  first  system  went  i 
Jewish  Hospital  in  St.  Louis  nearly  three  years  ago.  The  ide 
took  off  slowly — until  recently.  This  year.  Mount  Sinai  ar 
Beekman  Downtown  hospitals,  both  in  New  York,  have  b 
stalled  MDphones. 


((If your  company  is  not  growing  globally  in  the  '90's, 
it  may  not  grow  at  all!"  ((Right!  But  where  do  growing 
companies  find  International  trading  partners?" 


ntroducing... 


Global  Business  links 


SM 


nally,  a  service  that  will  provide  your  company  with 
e  marketing  tools  necessary  to  find  partners  who- 
)nically-are  trying  to  find  you!  Using  a  combination 
'  print  advertising,  on-line  information  listings,  and  a 
lique  partnering  database.  Global  Business  Links  will 
ing  you  together. 

low  Global  Business  Links  Works 


FOCUSED  PRINT  ADVERTIS 


Your  company's  advertisement  in  a  GBL  page  inserted 
in  BUSINESS  WEEK'S  International  edition  read  by  over 
110,000  management  subscribers  in  Europe,  Asia,  Africa 
and  Latin  America. 


COMPUTER  NETWORKING 


Your  company's  product  and  services  on-line  for  one  full 
year  in  COUNTERPART,  an  international  database  service 
with  over  a  quarter  million  over-seas  companies.  These 
subscriber  companies  constantly  use  this  global  network  to 
obtain  specific  trade  leads  and  trading  partner  information, 
nding  partners  or  selling  products  internationally  doesn't 
ave  to  be  expensive  to  be  effective.  GBL's  combination  of 
rint  and  on-line  access  provides  the  impact  of  BUSINESS 
TiEK  INTERNATIONAL  and  the  longevity  of  COUNTERPART- 
1  hours  a  day,  everyday- at  a  price  you  can  afford, 
your  company  is  looking  for  international  partners,  global 
istribution,  buyers  for  your  goods  and  services,  opportunities 
>r  real  estate  investment,  think  of  Global  Business  Links  as  your 
iternational  marketing  partner. 

Vhat  To  Do  Next 

all,  write  or  fax  for  issue  dates  and  prices: 

GLOBAL  BUSINESS  LINKS/ISDC 

7609  Standish  Place,  Suite  100 
Rockville,  Maryland  20855 
Tel:  1-800-888-4732 
Fax:  1-301-309-2358 


Global  Business  Links  will  provide  customized  services  including 
software  development,  private  consulting  and  market  studies. 
Distribution  and  licensing  arrangements  available  worldwide. 


e  Arts  Business 


Commentary/by  Judith  H.  Dobrzynski 


A  TAX  BREAK  FOR  ART'S  SAKE  IS  NO  LUXURY 


If  you're  in  Washington,  D.  C,  in 
the  next  few  months,  it's  well 
worth  taking  a  look  at  a  massive 
exhibit  called  Art  for  the  Nation:  Gifts 
in  Honor  of  the  50th  Anniversary  of 
the  National  Gallery  of  Art,  which 
graces  the  museum's  East  Wing  from 
Mar.  17  through  June  16.  Among  its 
glories:  a  captivating  Toulouse-Lautrec 
dance-hall  scene,  an  important  Bier- 
stadt  landscape,  a  dazzling  view  of  Mo- 
net's garden,  plus  works  by  Bellini,  Ca- 
naletto,  van  Gogh,  Picasso.  Johns, 
Rauschenberg . . .  some  330  in  all. 

This  show  should  raise  anew  the 
question,  what  price  art?  In  this  case, 
what  price  to  the  U.  S.  Treasury? 
Sometime  this  year,  Congress  will 
again  answer  that  question, 
and  the  outlook,  for  art  lov- 
ers, is  bleak.  Yet  even  at  a 
time  when  the  Hill  has  adopt- 
ed a  pay-as-you-go  budget 
system  that  requires  every 
tax  benefit  to  be  offset  by  a 
revenue  raiser,  the  issue  of 
art  deserves  further  thought. 
open  window.  When  Con- 
gress reformed  income  tax 
laws  in  1986,  it  eliminated 
provisions  allowing  high-in- 
come museum  benefactors  to 
deduct  the  market  value  of 
their  gift.  Instead,  they  could 
deduct  what  they  paid  for  the 
work — hardly  a  choice,  given 
the  art  market  boom — or  they  could 
use  the  appreciated  value  to  compute 
their  liability  under  the  alternative 
minimum  tax  (AMT).  Either  way,  Con- 
gress demolished  the  incentive  to  give. 

Combined  with  the  reduction  in  tax 
rates,  the  change  produced  devastating 
results.  Museums  saw  gifts  decline  by 
50$  to  70' in  both  number  of  objects 
and  value,  says  the  American  Associa- 
tion of  Museums.  Some  promised  gifts 
were  withdrawn.  Many  discouraged  do- 
nors stopped  considering  art  gifts  be- 
cause the  new  law's  tax  consequences 
are  so  confusing  and  uncertain,  tax  ad- 
visers say.  Perversely,  the  law  made  it 
more  difficult  to  give  gifts  of  impor- 
tant works  that  had  appreciated  great- 
ly than  lesser  works  that  hadn't. 

Until  this  year.  Last  fall.  Congress 
opened  a  one-year  "window"  that  es- 
sentially restored  the  old  tax  benefits 
for  1991 — with  encouraging  conse- 


quences. "Museum  directors  are  call- 
ing from  all  over  the  country  talking 
about  gifts,"  says  Edward  H.  Able  Jr., 
the  aa.m's  executive  director.  "It's  very 
broad-based,  from  paintings  to  a  World 
War  II  plane  given  to  an  aircraft  muse- 
um." Most  spectacularly,  the  results 
are  on  display  at  the  National  Gallery. 
Although  some  of  these  gifts  would 
have  been  donated  anyway — the  rea- 
sons for  bestowing  art  are,  after  all,  as 
multifaceted  as  a  Brueghel  painting— 
the  window  clearly  helped,  says  J.  Car- 
ter Brown,  the  National's  director. 

On  the  other  hand,  the  window  will 
hurt  the  Treasury,  which  will  lose  an 
estimated  $22  million  over  five  years. 
The  amount  is  minuscule  in  the  context 


of  the  $1.4  trillion  budget.  Even  so, 
Capitol  Hill  aides  say  it  will  be  tough 
to  get  the  tax  break  for  art  donations 
permanently  restored.  Says  an  aide  to 
Representative  Dan  Rostenkowski  (D- 
111.),  who  as  head  of  the  House  Ways  & 
Means  Committee  is  key  to  its  future: 
"Rostenkowski  remains  opposed  to  giv- 
ing a  tax  break  to  the  rich.  In  this  case, 
the  very,  very  rich." 
gains  games.  Fair  enough:  No  one 
likes  tax  giveaways  for  the  rich.  Yet 
the  '86  reforms  let  stand  several  tax 
breaks  for  the  wealthy,  many  with 
high  costs  and  little  economic  justifica- 
tion. The  U.  S.  subsidizes  oil  drilling 
and  the  sale  of  broadcasting  properties 
to  minorities,  for  example.  And  in  a 
bow  to  the  mutual  fund  industry,  those 
who  buy  the  funds  may  claim  all  relat- 
ed investment  expenses,  even  though 
deductions  for  the  expense  of  doing 
one's  own  stock-buying  are  limited. 


One  of  the  biggest  tax  gimmicks,  ac- 
cording to  Robert  Willens,  a  tax  expert 
at  Lehman  Brothers,  is  the  "forgive- 
ness of  gains  at  death"  benefit,  which 
also  has  its  pluses  for  the  living.  For 
instance,  when  Matsushita  Electric  In- 
dustrial Co.  agreed  to  buy  MCA  Inc.  last 
year,  the  deal  was  structured  to  allow 
MCA  Chairman  Lew  Wasserman,  77,  to 
defer  paying  taxes  on  his  $800  million 
gain  until  his  death — when  taxes  on 
that  gain  will  be  lost  forever,  Willens 
says.  If  taxed  at  the  current  top  rate  of 
31%,  the  loss  to  the  Treasury  from 
W'asserman  alone  is  more  than  $240 
million,  almost  11  times  the  cost  of  the 
'91  window  for  art  donations. 
Yet  few  of  these  so-called  tax  expen- 
ditures have  enriched  the 
general  public  as  much  as 
museum  donations  have.  Art 
experts  say  that  85%  of  most 
museum  collections  come 
from  donations.  And  while 
cash  donations  to  museums 
are  still  deductible,  cash  to- 
day cannot  buy  anything 
close  to  what  it  bought  5,  10, 
or  25  years  ago.  Meanwhile, 
the  abuses  that  sometimes  ac- 
companied donations  of  art  in 
the  past,  when  values  were 
inflated,  have  been  largely 
curtailed  by  stiff  penalties  on 
donors  and  appraisers. 
Even  so,  many  politicians — 
perhaps  more  troubled  by  the  percep- 
tion of  this  tax  break  than  by  the  reali- 
ty— show  little  support  for  extending 
the  window.  And  no  one  seems  to  have 
come  up  with  an  attractive  alternative. 
Applying  the  amt  to  half  the  value  of  a 
donated  work  of  art  leaves  a  lot  to  be 
desired,  as  does  reducing  the  list  of 
institutions  that  qualify  as  donees  to  a 
smaller  number  to  ensure  that  only  the 
most  worthy  art  gifts  are  subsidized. 
As  a  last  resort,  some  art  experts  are 
hoping  for  a  one-year  extension  of  the 
window,  to  allow  more  lobbying. 

Then  again,  the  denizens  of  Capitol 
Hill  might  just  walk  a  few  blocks  to 
the  National  Gallery,  where  they  can 
see  some  of  what  the  nation  is  getting 
for  its  small  loss  of  revenues.  Sur- 
rounded by  these  treasures,  they  might 
just  conclude  that  this  particular  tax 
break  for  the  rich  is  one  that  the  na- 
tion not  onlv  can  but  must  afford. 
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SMALLEST  AND  LIGHTEST 
CELLULAR  PHONE. 


ACTUAL  SIZE 

At  only  5.3  inches  long  and  a  mere  10.2  ounces*  the  Fujitsu 
POCKET  COMMANDER  breaks  the  communication  barrier 
in  convenience,  portability  and  style.  You  can't  find  a  bigger  deal 
than  that  anywhere.  To  pocket  yours,  call  1-800-PACTEL-1,  Ext.  18 
in  Southern  California,  or  1-800-PACTEL-2,  Ext.  80  in 
Northern  California. 

Fujfrsu 

The  global  computer  and  communications  company. 

*With  optional  slim  battery.  THE  COMMANDER®  is  a  registered  trademark  and  POCKET  COMMANDER™  is  a  trademark  of  Fujitsu  America,  Inc. 

Service  activation  not  required. 
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Travel 


TIRED  OF  DISNEYLAND? 
TAKE  A  TRIP  ON  THE  WILD  SIDE 


Fists  pumping  in  the  air, 
six  of  us  stood  in  a  circle 
on  the  sandy  bank  of  the 
Rio  Grande  and  chanted, 
"Umballa,  Umballa,  Urn- 
balla!"  It  was  a  bellowed  in- 
cantation against  the  evil  spir- 
its of  the  river,  which  roared 
in  the  background.  Then  we 
wheeled  around,  hopped  into 
our  canoes,  and  paddled  furi- 
ously down  the  throat  of  Hot 
Springs  Rapids.  Churning 
waves  sloshed  over  gunwales. 
Adrenalin  surged.  And  every- 
one came  through  upright. 

Welcome  to  the  world  of 
adventure  travel,  where  you 
can  journey  to  some  of  the 
globe's  wildest  and  most  stun- 
ning natural  places  and  ex- 
plore them  intimately,  wheth- 
er by  foot,  boat,  bicycle,  or 
horse.  It's  life  pared  down  to 
the  basics:  eating,  sleeping, 
breathing,  with  nary  a  tele- 
phone in  sight.  John  Da- 
moose,  vice-president  for  mar- 
keting at  Chrysler,  says  he 


was  so  pumped  up  by  his  first 
Himalayan  trek  last  fall  that 
he  signed  up  for  a  three-week 
trip  to  Mt.  Everest  in  October. 
sea  kayaking.  That  kind  of 
enthusiasm  is  fueling  a  boom 
in  adventure  travel,  some- 
times called  "eco-tourism." 
The  result  is  a  greater  variety 
of  trips  than  ever  before.  You 
can  stay  relatively  close 
to  home — say,  mountain 
biking  in  the  Rockies 
near  Aspen.  Or  you  can 
tackle  a  more  rarefied 
adventure:  sea  kayaking 
in  the  clear  waters  along 
the  shore  of  New  Zea- 
land's Abel  Tasman  Na- 
tional Park,  or  hiking  up 
Argentina's  22,834-foot 
Aconcagua,  highest  peak 
in  the  Western  Hemi- 
sphere. Trips  can  last 
from  a  few  days  to  eight 
months  and  cost  from 
$250  to  about  $7,000. 

Aside  from  adventure, 
this  kind  of  travel  is  at- 


tractive because  the  organiz- 
ers handle  all  of  the  logistical 
details — plans  that  could  take 
an  individual  months  to  nail 
down.  They  book  transport  to 
far-flung  destinations,  orga- 
nize communal  equipment, 
such  as  cookware,  and  make 
sure  specialized  gear,  such  as 
kayaks,  is  in  place.  They  also 


take  care  of  meal  plannir§v} 
and  cooking.  Some,  such 
Sheri  Griffith  River  Expe< 
tions  (801  259-8229),  ev< 
serve  up  gourmet  repast 
complete  with  crystal  and  t  : 
ble  linen. 

irish  pub  ride.  You  don 

have  to  be  an  Ironman  triat 
lete  to  go  on  one  of  then 
journeys.  Most  outfittej 
accommodate  a  who! 
range  of  fitness  level 
For  instance,  Challenj  | 
Unlimited's  "Great  Irii 
Pub  Ride"  (800  798-595 
along  Ireland's  rugge 
west  coast  lets  bikei 
pedal  from  15  to  80  mil< 
a   day.   The   idea,  < 
course,  is  to  leave  plem  j 
of  energy  for  the  ev 
ning's  pub  crawl.  And  o 
ganizers  are  careful 
alert  people  when  speci 
conditioning  or  knowho 
is    needed.  Mounta: 
Travel    (800  227-238 
says  its  strenuous  22-daff 
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mcagua  expedition  re- 
•es  previous  mountaineer- 
experience. 

lcreasingly,  trips  have  a 
cial  educational  compo- 
t.  Some  focus  on  a  particu- 
sport  or  outdoor  activity. 
Nantahala  Outdoor  Cen- 
a  white-water  paddling 
)ol  in  North  Carolina  (704 
2175),  organized  the  Rio 
nde  trip  I  went  on.  Our 
ler,  Bunny  Johns,  is  a 
jning  U.  S.  white-water 
tnpion  who  helped  us  ari- 
ze our  canoeing  technique, 
er  trips  study  the  ecology 
a  region.  Trip  leaders  at 
i  Expeditions  (800  351- 
L)  hold  advanced  degrees 
uch  fields  as  wildlife  biolo- 
and  paleontology.  Some 
rneys  include  volunteer 
k.  The  Sierra  Club  (415 
•5630)  sponsors  trips  to 
trol  erosion  along  the  Alla- 


1,1  r 


gash  River  in  northern 
Maine,  or  to  survey  ar- 
chaeological sites 
southern  Colorado. 

The  big,  established 
organizers  of  adventure 
travel  offer  a  broad 
range  of  destinations 
and  activities.  They  in- 
clude Mountain  Travel, 
Sobek  Expeditions  (800 
777-7939),  and  Wilder- 
ness Travel  (800  247- 
6700).  But  there  are  also 
specialists  such  as  Equitour 
(800  545-0019),  which  mounts 
only  horseback  treks.  And 
with  more  than  25,000  outfit- 
ters, there  are  lots  of  small 
operators  like  Mark  Hutson, 
who  runs  New  Zealand  Ad- 
ventures (206  364-0160)  from 
his  Seattle  home.  Small  isn't 
necessarily  bad.  After  all, 
many  biggies  subcontract 
trips  to  local  operators.  But  if 


you  have  questions  about 
whether  an  outfitter  is  reli- 
able, get  references  and  make 
sure  it  has  liability  insurance. 

There  are  lots  of  ways  to 
seek  out  the  right  trip.  The 
February,  1991,  issue  of  Out- 
side Magazine  (312  951-0990) 
focused  on  adventure  travel. 
And  every  issue  includes  a 
classified  section  with  listings 
of  outfitters  you  can  call  or 


write  for  information. 
Or  you  can  contact  the 
Adventure  Travel  Soci- 
ety (303  770-3801). 

From  time  to  time, 
some  places  in  the  world 
are  just  too  dangerous 
to  visit.  The  State  Dept. 
(202  647-5225)  suggests 
avoiding  the  Mideast  (in- 
cluding Israel),  North 
Africa,  and  South  Asia 
because  of  the  terrorism 
threat.  The  same  is  true 
of  Peru,  where  terrorists  are 
active  and  a  cholera  epidemic 
is  out  of  control.  Yugoslavia, 
which  is  being  torn  by  ethnic 
fighting,  and  Indonesia, 
where  Americans  have  been 
threatened,  are  also  on  State's 
caution  list.  It's  a  list  well 
worth  checking  before  you 
plan  a  trip:  After  all,  you 
want  an  adventure,  not  a 
nightmare.      Da  rid  Woodruff 


Phoning 


ILLER  I.D.  VS.  PRIVACY: 
M  THERE'S  A  MIDDLE  ROAD 


In  til  recently,  right-to- 
privacy  advocates 
slowed  the  spread  of  a 
nee  that  phone  companies 
ik  many  customers  will 
.  It's  caller  I.  D.,  where  a 
ill  device  hooked  to  your 
ne  displays  the  number  of 
one  who  dials  you.  So 
;n  your  phone  rings,  you 
e  a  good  idea  who's  calling 
ire  you  lift  the  receiver, 
.vailable  in  12  states,  caller 
I.  D.  should  be  in  25 
more  by  yearend, 
now  that  reg- 


ulators are  hearing  how  the 
technology  can  help  custom- 
ers keep  unlisted  numbers  pri- 
vate. Such  subscribers  fretted 
that  by  the  mere  act  of  dial- 
ing, someone  would  discover 
their  secret — making  them  a 
target  for  telemarketers.  In 
response,  caller  I.  D.  systems 
now  offer  an  "out":  Before  di- 
aling, customers  can  press  a 
sequence  of  buttons  to  block 
their  number  from  showing 
up  on  a  display. 

Won't  such  blocking  defeat 
the  purpose  of  caller  I.  D.? 
Not  if  you  have  a  new 
display  unit  from 
Colonial  Data 


Technologies  in  New  Milford, 
Conn.  Its  voice  chip  tells  call- 
ers: "This  party  does  not  ac- 
cept blocked  calls."  And  the 
party's  phone  doesn't  ring. 

Offered  by  Ameritech,  US 
West,  Nynex,  and  other 
phone  companies,  caller  I.  D. 
typically  costs  residential  cus- 
tomers about  $5  monthly.  A 
display  unit  costs  as  little  as 
$30.  If  you  want  to  prevent 
your  number  from  showing 
up  on  a  display,  you  pay  a 
few  cents  each  time  you  press 
the  blocking  sequence. 
dirty  talk.  With  caller  I.  D., 
a  cautious  business  owner  can 
check  whether  someone  plac- 
ing a  large  order  by  phone  is 
a  real  customer  or  a  prank- 
ster. And  if  an  anonymous 
caller  voices  threats  or  ob- 
scenities, you've  got  a  num- 
ber to  give  the  authorities. 
Making  things  easier,  an  I.  D. 
service  unveiled  last  month  by 
US  West  in  Boise,  Idaho,  dis- 


plays both  the  number  and 
name  of  the  person  or  compa- 
ny listed  in  the  directory.  In 
just  10  days,  more  than  300 
residential  customers  signed 
on  at  $5.95  monthly,  says  a  US 
West  representative. 

Caller  I.  D.  is  useful  even  if 
you  own  an  answering  ma- 
chine, says  Bill  Diamond,  mar- 
keting executive  at  Eagle 
Telephonies  in  Hauppauge, 
N.  Y.  That's  because  the  I.  D. 
unit  picks  up  and  stores  the 
numbers  of  people  who  hang 
up  when  a  machine  answers. 

Where  the  service  is  ap- 
proved, phone  companies  and 
retail  stores  offer  display 
units  with  various  features 
and  memory  capacity.  Most 
record  the  date  and  time  of 
each  call.  A  $90  model  from 
CIDCO  in  New  Rochelle,  N.  Y., 
has  a  lighted  display  for 
nighttime  viewing.  And  it  can 
store  64  numbers  in  order  as 
the  calls  come  in.     Don  Dunn 
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Smart  Money 

SOME  BLUE-CHIP  BASKETS 
FOR  YOUR  NEST  EGG 


lajor  corporations  raise 
Ishort-term  funds  by 
selling  commercial  paper  to 
big  institutions  in  million-dol- 
lar chunks.  But  now,  one  of 
the  largest  issuers  of  com- 
mercial paper,  IBM,  is  using  a 
proprietary  money-market 
account  to  tap  another  fund 
source:  individual  investors. 

The  account  acts  like  a 
money-market  fund,  but  in- 
stead of  maintaining  a  diver- 
sified portfolio,  it  puts  all  its 
eggs  in  one  gilt-edged  bas- 
ket: IBM's  credit  subsidiary. 
The  company  established  the 
account  two  years  ago  for 
IBM  employees  and  opened  it 
to  the  public  last  October.  To 
date,  it  has  raised  more  than 
$800  million  from  tens  of 
thousands  of  investors. 

The  account  has  two  main 
selling  points:  security  and 
performance.    IBM  claims 


HOW  COMPAMY 


FUNDS  STACK  UP 

Simple  yield 

As  of  Mar. 

18,  1991 

IBM  MONEY-MARKET 

ACCOUNT 

6.50% 

GMAC 

DEMAND  NOTES 

6.44 

AT&T  MONEY- 

MARKET  ACCOUNT 

6.15 

MONEY-MARKET  FUND 

AVERAGE 

6.15 

DATA:  IBC/DONOGHUE'S,  BW 


your  money  is  safe  because 
it  is  invested  in  AAA-rated 
notes.  IBM  also  promises  the 
account's  yield  will  top  the 
U.  S.  retail  money-market 
fund  average  as  measured 
by  IBC/Donoghue's  Money 
Market  Fund  Report. 

So  far,  the  company  has 
delivered.  In  1990,  IBM's  av- 
erage seven-day  yield  was 
7.84%,  compared  with  7.56% 
for  the  Donoghue  index.  As 
of  Mar.  18,  the  fund  was 
paying  6.57',  vs.  the  money- 


market  average  of  6.15%. 

The  setup  isn't  bad,  either. 
You  don't  pay  account  fees 
or  charges  for  checks  and  di- 
rect deposits.  You  can  open 
an  IBM  account  with  a  mini- 
mum of  $2,500  by  calling  800 
426-9876.  There's  a  $500  mini- 
mum for  checks. 
uninsured.  Of  course,  one  of 
the  main  features  of  the  ac- 
count is  also  its  biggest 
drawback:  lack  of  diversifica- 
tion. And  unlike  a  bank  mon- 
ey-market account,  IBM's  is 
not  federally  insured.  You 
have  to  judge  whether  to  put 
so  much  faith  in  the  financial 
strength  of  one  company.  "I 
wouldn't  want  to  have  a 
large  amount  of  assets  tied 
to  any  single  issuer,"  says 
Michael  Lipper,  president  of 
Lipper  Analytical  Securities. 

The  folks  at  IBM  claim 
that's  no  problem  because 
you're  investing  with  one  of 
the  bluest  of  blue  chips:  "It 
may  not  be  diversified,  but 
•  that's  not  always  bad,  be- 
cause you  know  exactly 
where  your  money  is,"  says 
Michael  Chen,  program  man- 
ager of  the  IBM  account. 

Other  companies  are  using 
similar  methods  to  raise  capi- 
tal. General  Motors  Accep- 
tance Corp.  opened  its  five- 
year-old  employee  demand- 
note  program  to  GM 
shareholders  in  January, 
1990.  Like  IBM,  GMAC  (800 
255-4622)  uses  money  bor- 
rowed from  its  "variable  rate 
demand  notes"  for  opera- 
tions. The  minimum  invest- 
ment is  the  same  as  the 
check-writing  minimum: 
$250.  GMAC  guarantees  that 
yields  will  never  fall  below 
the  three-month  Treasury 
bill  rate.  At  last  count,  the 
GMAC  account  was  paying 
6.4495 .  Ford  Motor  Credit  Co. 
and  AT&T  Credit  Corp.  also 
are  players  in  company  mon- 
ey accounts,  but  so  far  theirs 
are  open  only  to  employees 
and  retirees.     Julie  Fingersh 
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Autos 


MY  HEART  BELONGS 
TO  CADDY 


I drove  past  it  for  weeks, 
circling,  full  of  doubts. 
Fool  is  me,  I  mumbled,  my 
eyes  sweeping  over  this  float- 
ing mass  on  sagging  springs 
parked  at  a  local  gas  station. 
Would  that  the  car  would 
float  away.  It  didn't.  I  bought 
it— a  1970  Cadillac  Coupe  de 
Ville.  Price:  $700. 

It's  turned  out  to  be  a 
shrewd  purchase.  My  gray, 
20-foot-long  boat  sails  me 
down  highways  in  real-leather 
comfort,  with  none  of  the 
cricks  and  aches  I  suffered 
with  my  late  luxury  import. 

Mine  isn't  the  ultimate  driv- 
ing machine,  but  it  may  well 
be  the  ultimate  reliable  ma- 
chine, now  that  I  have  spent 
$3,000  to  replace  everything 
that  could  go  on  the  fritz: 
transmission,  alternator,  radi- 
ator, brakes,  starter,  carbure- 
tor, fuel  pump,  shocks, 
springs,  and  tires.  Were  I  to 
paint  the  body  and  rebuild  the 
engine,  for  an  additional 
$3,000  or  so,  I  would  still  be 
spending  less  than  the  depre- 
ciation of  a  midprice  new  car 
after  two  years.  If  I  were  to 
sell  it,  I  could  expect  to  make 
back  my  investment. 

I  call  this  car  my  luxury  lin- 
er. Indeed,  it's  a  relic  of  De- 
troit's last  fling  at  manly  ex- 
cess, that  period  of  the  '60s 
and  early  '70s  marked  by 
huge  engines,  huger  bodies, 
and  mountains  of  chrome. 
Muscle  cars  from  the  same 


era,  led  by  Pontiac's  GTC 
have  been  hot  since  kids  firs 
roared  them  off  assembl 
lines,  but  prices  top  $25,00 
for  vintage  street  racers.  No 
so  luxury  liners.  For  all  thei 
rising  popularity,  you  still  ca 
find  them  for  under  $1,000. 
loving  care.  Unlike  othe 
collectible  cars,  luxury  liner 
will  never  see  the  price  rur 
ups  of,  say,  the  Ferrari.  To 
many  were  made.  But  Bill  Gi 
lette,  editor  of  the  newslette 
Car  Collecting  &  Investing 
says  a  fully  loaded,  mint-cor 
dition  1970  Coupe  de  Ville  cor 
vertible  may  be  worth  $20,00 
by  decade's  end,  three  time 
today's  price.  For  a  pric 
guide,  check  Hemmings  Mo 
lor  News  at  magazine  stands 

To  maximize  your  invest! 
ment  when  buying  an  ok 
cruisemobile,  look  for  signs  o 
low  mileage  and  loving  care 
The  body  and  interior  shouk 
be  in  good  condition,  since  re 
storing  them  can  be  blood 
drainingly  expensive,  easil 
running  into  many  thousands 
Engine  parts  for  these  pre 
computer  cars,  though,  an 
available  and  inexpensive 

No  matter  how  you  modif; 
the  engine,  you  will  never  sei 
high  gas  mileage.  My  car  get: 
15  mpg  on  the  road,  and  sorni 
may  get  much  lower.  But  fue 
efficiency  never  was  thtj 
point.  It's  cruising  down  high 
ways  in  a  style  we'll  neve 
see  again.  E.  S.  Eh 
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27 
million 
Americans 
cant  read. 
And  guess 
who  pays 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back... by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


doincfl  Coalition  for  Literacy 
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The  Frequent  Traveler 

A  Special  Advertising  Section  in  Business  Week. 


Where  7.1*  million  on-the-go  business  travelers  all  come 
together  --  the  largest,  most  affluent  travel  marketplace  of  any 
general  business  magazine. 

MAXIMUM  REACH  FOR  YOUR  AD 

Business  Week's  Frequent  Traveler  is  one  of  the  most  respected 
and  widely  read  advertising  features  of  its  kind.  The  sections' 
bright,  distinctive  design  and  Steve  Birnbaum's  expert  coverage 
make  an  ideal  environment  for  your  message. 

All  at  regular  Business  Week  rates! 

Plan  to  be  there:  Issue  Date:  June  10,  1991 
Closing  Date:  April  29,  1991 

Issue  Date:  October  14,  1991 
Closing  Date:  September  2,  1991 

Please  call:  John  Holden,  Market  Manager, 
Travel  Advertising  21 2-51 2-6394 

•Source:  SMRB  1 989/BW  Estimate 
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THE  Rx  FOR  CEO  DISEASE: 
AN  ALERT  BOARD 


There  are  plenty  of  chief  executive  officers  who  per- 
form admirably.  Unfortunately,  another  big  group  of 
ceos  doesn't  measure  up  to  the  demands  of  the  job — 
often  with  disastrous  consequences.  In  these  situations,  a 
strong,  independent  board  of  directors  that  includes  a  num- 
ber of  outside  directors  must  play  a  central  role.  In  too 
many  cases,  directors  see  clear  signs  that  their  chairman  is 
afflicted  with  ceo  Disease  (page  52),  but  postpone  corrective 
action  until  it's  too  late.  The  executive  responsible  for  a 
large  company  needs  to  be  carefully  monitored  by  the  board 
and  frequently  reminded  of  the  right  priorities.  One  reason: 
No  one  else — certainly  not  a  subordinate — is  likely  to  chal- 
lenge the  CEO. 

How  can  a  board  do  this?  First,  by  insisting  on  a  thorough 
and  objective  review  of  the  CEO's  performance  at  regular 
intervals.  Like  those  for  other  managers,  these  appraisals 
should  set  specific  objectives  and  agreed-upon  measures 
of  progress.  Executive  expense  accounts,  compensation, 
perks,  and  the  use  of  corporate  assets  should  be  subject 
to  strict  scrutiny  by  a  committee  of  outside  directors.  Hard 
questions  need  to  be  raised,  even  if  there  is  only  a  hint 
of  excess. 

For  an  inside  glimpse  of  the  CEO,  directors  need  to  spend 
time  in  private  with  other  key  members  of  the  management 
team  to  ensure  that  the  board  is  exposed  to  different  view- 
points. Perhaps  most  important,  directors  need  to  rein  in  the 
outside  activities  of  CEOs.  It  is  simply  unrealistic  to  think 
that  a  CEO  can  handle  the  responsibilities  of  the  office  while 
sitting  on  the  boards  of  half  a  dozen  other  companies  and 
participating  actively  in  numerous  charitable  and  civic  orga- 
nizations. There  is  a  place  for  these  activities,  of  course,  but 
being  an  effective  ceo  is  already  a  full-time  job. 


SOVIET  DEMOCRACY  TAKES 
ANOTHER  BABY  STEP 


espite  its  inconclusive  results,  the  Soviet  Union's 
first  national  referendum  was  a  hopeful  step  toward 
a  freer,  more  pluralistic  society.  Voters  withstood 
heavy-handed  Communist  propaganda  and  denied  Mikhail 
Gorbachev  a  clear  mandate  to  carry  out  his  manipulative 
notion  of  national  unity  (page  38).  Political  maverick  Boris 
N.  Yeltsin  overcame  a  KGB-inspired  media  smear  campaign 
and  won  considerable  popular  support.  Yeltsin's  call  for 
direct  presidential  elections  in  the  Russian  republic  won  big, 
too.  The  referendum  offered  Soviet  voters  a  new  experience. 
"For  once,"  said  one  voter  in  a  Moscow  suburb,  "there  was 
an  alternative:  Gorbachev  or  Yeltsin." 

This  shows  that  the  seeds  of  real  democracy  are  starting 
to  sprout  despite  the  Kremlin's  partial  return  to  censorship 
and  crackdowns.  The  referendum  even  delivered  a  message 
of  political  diversity  and  self-determination  from  places 


where  there  was  no  voting.  Six  republics,  including  the  thref 
Baltic  states,  refused  to  conduct  the  polling,  noting  tha 
they've  already  declared  their  sovereignty  or  independence 

But  as  positive  as  the  exercise  was,  the  relative  failure  q 
Gorbachev  and  the  success  of  Yeltsin  can  only  intensify  th 
sharp  polarization.  The  struggle  will  become  increasing! 
bitter  between  Gorbachev  and  Yeltsin,  the  bureaucrats  anl 
the  democrats,  the  central  planners  and  the  free  marketeer!) 
the  police  state  apparatchiki  and  everyone  else. 

All  this  poses  huge  challenges,  and  opportunities,  for  tha 
U.  S.  The  Bush  Administration  correctly  recognizes  that  I 
can  no  longer  limit  its  relations  with  Soviet  leaders  to  Gorbjj: 
chev  alone,  as  shown  in  Secretary  of  State  James  A.  Bakes 
Ill's  unsuccessful  efforts  while  in  Moscow  to  meet  witj 
Yeltsin.  But  Washington  needs  to  move  cautiously  in  m 
dealings  with  Yeltsin.  Any  whiff  of  U.  S.  interference  couls 
provide  hard-liners  with  a  pretext  to  squelch  the  spirit  cj 
democracy.  After  all,  the  most  encouraging  thing  about  th| 
referendum  is  that  it  happened  at  all. 


THE  FEDS  SHOULD  QUIT 
HOUNDING  GAF 


ichael  R.  Milken,  the  chief  target  of  the  U.  S.  go"J 
ernment's  extensive  campaign  to  root  out  Wa 
I  Street  corruption,  is  behind  bars.  Yet  the  goverr 
ment  has  suffered  more  than  its  share  of  embarrassments 
One  of  these,  it  is  becoming  clear,  is  its  prosecution  of  GaI 
Corp.  and  the  company's  vice-chairman,  James  T.  Sherwirj 
for  stock  manipulation.  On  Mar.  18,  a  federal  appeals  couij 
threw  out  the  convictions  of  GAF  and  Sherwin  and  ordered  ( 
new  trial,  which  would  be  the  fourth  to  be  brought  againsj 
the  defendants. 

The  government's  case  has  never  made  a  lot  of  sensa 
According  to  prosecutors,  Sherwin  in  1986  recruited  Lo 
Angeles  broker  Boyd  L.  Jefferies  to  push  up  Union  Carbid 
Corp.  stock  so  that  GAF  could  unload  a  large  block  of  Carbidl 
at  a  higher  price.  Yet  Jefferies  moved  the  stock  up  only  ona 
eighth  of  a  point,  which  increased  the  value  of  Gaf's  $25[ 
million  position  by  $1.25  million — small  beer  compared  to  th| 
risk  of  stock-manipulation  prosecution.  More  tellingly,. gai 
didn't  sell  any  of  its  Carbide  until  eight  trading  days  afte 
the  alleged  manipulation.  Jefferies  had  given  the  goverrl 
ment  evidence  on  gaf  and  Sherwin  as  part  of  a  plea  bargairj 
Trial  No.  1  ended  in  a  mistrial  when  Judge  Mary  Johnsoj 
Lowe  ruled  that  the  prosecution  had  improperly  withheld 
evidence  from  defense  attorneys.  In  trial  No.  2,  the  jury  wa; 
unable  to  agree  on  a  verdict.  The  government  finally  se 
cured  a  guilty  verdict  after  trial  No.  3.  Yet  the  appellat 
court  said  that  Judge  Lowe  had  improperly  disallowed  ev~y 
dence  that  could  have  helped  the  defense.  One  appellat^ 
judge  cited  telephone  records  that  refuted  crucial  testimony 
by  a  star  prosecution  witness,  Jefferies'  head  trader. 

Prosecutors  haven't  said  whether  they  will  pursue  tria| 
No.  4.  We  think  they  should  just  drop  it.  Enough  time) 
effort,  and  money  have  been  wasted  on  this  ill-starred  verJ 
ture.  There  are  plenty  of  other  alleged  white-collar  criminal 
far  worthier  of  the  government's  attention. 
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10  A  Profile  of  the  BW  1000 

After  Desert  Storm,  it  's  back  to  The  Old  World  Order  '  for 
America  's  mightiest  corporations,  which  suffered  a  4%  dip  in 
earnings  in  1990  on  top  of  a  similar  hit  the  year  before.  Still, 
market  value  rose  a  respectable  11",,.  and  sales  were  up  8°o 


99  How  to  Use  This  Issue 

A  guide  to  sorting  out  some  J0.000  bits  of  data  in  the  BUSINESS 
WEEK  1000  tables  that  follow,  together  with  a  thumbnail  sketch 
of  the  1000  in  the  handy  form  of  composites  and  averages 


100  The  Business  Week  1000  Tables 

The  BUSINESS  WEEK  1991  report  on  America 's  most  valuable 
companies  documents  who  's  up  and  who  's  down  in  the  market- 
value  sweepstakes— plus  current  estimates  of  earnings  per  share 


153  Ranking  by  Industry 

A  concise  report  on  the  core  of  the  U.  S.  economy,  industry  by 
industry.  Keep  your  eye  on  the  company  mix.  The  S&L  group  has 
almost  disappeared,  while  the  health  care  category  ballooned 


187  Alphabetical  Index 

Where  to  find  relevant  data  on  each  company:  rank  in  market- 
value,  sales,  profits,  and  assets,  plus  address  and  telephone 
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"Digital  helps 
build  the  heart 

ofBMW 
automobiles!' 


"BMW  has  built  a  worldwide  repu- 
tation for  automotive  excellence.  To 
maintain  that  leadership  in  building  the 
BMW  engine,  especially  in  a  time  of  ris- 
ing costs,  we  knew  we  needed  the  best 
computer  technology  to  integrate  our 
automated  factory.  In  Digital,  we 
found  the  perfect  partner  to  help  us. 

"Digital  recognized  that  for  effi- 
cient, flexible  manufacturing,  it  was 
critical  that  applications  in  our  engine 
plant  be  available  100%  of  the  time. 
And  even  though  these  applications 
run  on  many  different  computers, 
information  must  be  shared  quickly 
and  easily  among  them. 

"Digital's  manufacturing  systems 
and  their  multi-vendor  applications 
integration  were  the  answer.  We  now 
have  the  complete  reliability  we  need. 
We  can  react  quickly  to  production 
changes,  thanks  to  rapid  information 
sharing.  And  we  lowered  our  manu- 
facturing costs. 

"In  addition,  Digital  is  a  step 
ahead  in  implementing  key  standards. 
This  makes  our  investment  in  Digital's 
integration  solutions  doubly  wise- 
for  today  and  for  down  the  road." 

The  rewards  of  working  together. 

Digital  provides  manufacturers 
with  complete  solutions  that  work  in 
their  complex,  multi-vendor  environ- 
ment. Solutions  that  are  designed  to 
meet  tomorrow's  demands  because 
they're  based  on  standards. 

Today,  Digital's  manufacturing 
solutions  give  you  an  elegantly  simple 
way  for  your  people  to  work  together 
more  productively,  more  creatively, 
more  efficiently,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  129  Parker 
Street,  Maynard,  MA  01754-2198.  Or 
call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before  Digital 
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Features 


20  Photo  Essay:  Microsoft 

Always  a  jump  ahead.  Bill  Gates  made  Microsoft  the  world  's 
biggest  software  compan  y,  whose  market  value  grew  85%  in  the 
year.  A  photo  tour  of  the  company  gives  you  its  unique  flavor 


26  The  Top 
100  Deals 


We  normally  publish  200  deals. 
Bat.  victims  of  dwindling 
merger  action,  the  second  100 
are  too  small  to  be  singled  out. 
Some  signs  of  a  turnaround:' 


41  The  Little  Giants 


The  annual  roundup  of  companies  with  meager  sales  whose 
market  value  has  been  bid  to  the  heavens  on  their  great 
expectations.  It  's  a  roll-call  of  emerging  industries 


44  25  Executives 
to  Watch 

Who's  news?  And  who  will  be? 
Here 's  a  group  of  movers  and 
shakers  well  worth  keeping  an  eye 
on.  Some  have  problems  that  look 
insoluble;  others  will  just  have 
trouble  beating  their  own  records 
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We're  counting  on 
Brian  to  produce 
a  Nobel  prize  winner. 


If  all  the  best  engineering  and  science 
students  go  directly  into  industry,  who  will 
teach  the  next  generation  of  American 
engineers  and  scientists? 

Many  top  students  who  would  prefer  to 
pursue  doctoral  degrees  simply  cannot  afford 
to.  Generous  starting  salaries  for  newly 
graduated  engineers  and  scientists,  coupled 
with  rising  education  costs,  make  the 
advanced  degree  seem  either  unattractive 
or  unattainable. 

What  Rockwell  is  doing. 

In  1989,  Rockwell  created  its  Graduate 
Fellowship  Program  to  encourage  top 
scholars,  like  Brian  McDonell,  to  stay  in  school 
and  earn  a  Ph.D.  Brian  is  working  toward  a 
doctorate  in  mechanical  engineering,  with 
special  emphasis  in  robotics. 

Rockwell  provides  twenty-three  grants  to 
eighteen  of  the  nation's  leading  universities. 
Each  fellowship  recipient  receives  full  tuition 


and  an  income  equal  to  half  the  starting 
salary  for  an  engineer  or  scientist  with  a 
Bachelor  of  Science  degree. 

Each  doctoral  student  also  is  guided  by 
a  Rockwell  mentor. 

The  goal  of  the  program  is  to  develop 
highly  qualified  educators  who  will  provide 
companies  like  Rockwell  with  future 
generations  of  scientists  and  engineers. 
Perhaps  even  a  Nobel  Prize  winner. 

What  you  can  do. 

A  graduate  fellowship  program  is  one 
of  hundreds  of  ways  you  can  encourage 
American  innovation  and  leadership  through 
quality  education.  For  more  information, 
simply  write  Rockwell,  P.O.  Box  905, 
Dept.  BWB,  El  Segundo,  CA  90245-0905  for 
printed  information  created  in  cooperation 
with  the  National  Association  of  Partners  in 
Education  (NAPE). 

Emphasize  Education.  Its  our  future. 


Rockwell  International 


Rockwell  is  a  $12  billion  company  with  more  than  100,000  employees  worldwide.  Our 
people  have  a  common  goal:  Understanding  our  customers  and  satisfying  them  with 
the  innovative  application  of  science  and  technology.  We  never  stop  reaching  higher. 
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he  business  week  1000  is  now  in  its  sixth  year  of 
reporting  on  the  condition  of  America's  most  valuable 
companies.  Unlike  other  annual  lists,  we  measure  corporate 
strength  by  a  standard  that  we  believe  to  be  more  direct  than 


either  sales  or  profits — market  value. 
The  name  says  it  all:  We  measure  the 
value  that  the  marketplace  itself  places 
on  a  company,  and  that  measurement 
has  proven  to  be  extremely  - 
sensitive  and  very  revealing. 

For  one  thing.  BUSINESS 
WEEK'S  1000  list  tracks  the 
changing  wellsprings  of  vi- 
tality in  the  U.  S.  economy. 
Although  the  list  itself 
turns  over  at  a  fairly  con-  i 
sistent  rate — about  10^  /J 
of  the  companies  are 
new  to  the  list  each  / 
year,  different  induS' 
tries  each  year  contrib- 
ute to  that  renewing 
stream  in  dramatic 
ways.  This  year,  for  exampl 
there  are  precisely  twice  the  number 
new  health  care  companies  on  the  ros- 
ter— 22 — as  there  were  a  year  ago,  and 
the  flood  of  new  entries  from  the  com- 
puter business  is  unabated:  18  compa- 
nies this  year.  On  the  other  hand,  only  a 
handful  of  banks  and  no  paper  compa- 
nies at  all  joined  the  list. 

All  these  matters  are  discussed  in  de- 
tail in  the  cover  story,  written  by  Corpo- 
rate Strategies  Editor  Brian  Bremner. 
who  also  produced  the  story  on  the  Lit- 
tle Giants,  the  annual  list  of  entrepre- 
neurial companies  in  promising  indus- 
tries whose  market  valuation  has  been 
bid  into  the  stratosphere  despite  small 
sales  and.  sometimes  nonexistent  profits. 

And  if  you"re  impressed  by  soaring 
market  capitalization,  look  at  the  photo 
essay  on  Microsoft,  which  has  vaulted 
into  the  top  50.  The  story  was  written  by 
San  Francisco  correspondent  Richard 
Brandt  and  edited  by  Senior  Writer  Ju- 
dith Dobrzynski.  who  also  wrote  the  in- 
troduction to  our  annual  compilation  of 
the  year's  largest  mergers. 

The  merger  tables,  which  this  year 
contain  100  rather  than  200  listings,  sim- 


ply because  the  number  of  mergers  of 
really  significant  size  were  so  scarce, 
were  researched  and  compiled  by  Staff 
Editor  Fred  Jespersen.  People  Editor  Pe- 
ter Finch  and  his  associate  Andrea  Roth- 
man  edited  the  25  Execu- 
tives to  Watch,  which 
features  an  unusual 
number  of  executives 
of  very  large  companies 
with  very  large  prob- 
lems to  solve.  It's  only  to 
be  expected  in  a  year  en- 
cumbered by  recession. 

The  principal  burden  of 
producing  and  editing  the 
data  at  the  heart  of  the  is- 
sue fell  on  Scoreboards  Edi- 
tor Robert  Minis  and  Jesper- 
sen. working  with  a 
tatistical  team  from  Stan- 
dard &  Poor's  Compustat  Services,  and 
the  dedicated  production  staff  led  by 
Yvonne  Rodriguez,  assisted  by  Karen 
Calise.  Ina  Kichen.  and  Makeup  Editor 
Use  Walton. 

The  visual  presentation,  as  before, 
was  designed  by  Molly  Leach,  a  free- 
lance designer  who  has  contributed  to 
several  of  our  special  issues.  The  exten- 
sive photo  requirements  were  handled 
by  Picture  Editors  Larry  Lippmann.  Sue 
Bloom,  and  Ronnie  Weil. 

As  always,  every  word  and  number 
was  read  by  Steve  Romanoff:  Man-  Lee 
Schneider  and  Steve  Romeo  shepherded 
the  package  through  the  production  pro- 
cess. The  whole  effort — some  50  staff- 
ers were  involved  in  one  way  or  anoth- 
er— was  supervised  by  Special  Issue 
Editor  Eph  Lewis  and  Assistant  Manag- 
ing Editor  Mark  Morrison. 

Editor-in-chief 
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Anacomp  introduces  the  fastest, 
most  efficient,  most  productive 
information  and  image  management 
(I&JM)  system  in  the  world:  The 
DatagraphiXXFP  2000™ . 

We  Can  Put  A  Million  Pages 
Of  Images  And  Information 
Inside  This  Box. 

This  new  micrographics  system  has 
spawned  a  wondrous 
storage  fiche  we  call 
"WonderFiche." 
It  has  all  the  ad- 
vantages of  space 
and  paper  savings 
that  alone  may  pay 
for  the  cost  of  the  system. 

The  Fiche  That  Can  Help  You 
Find  A  Needle  In  A  Haystack. 

Thanks  to  Advanced  Function 
Indexing™ ,  and  our  exclusive 
retrievalsystem,  Anatrieve™ ,  you 
can  put  your  finger  on  what  you 
need  and  output  it  faster  than  you 


can  say  "I  want  it 
and  I  want  it  now ! " 

The  Hying  Fiche. 

If  speed  is  important, 
you  should  know  that  our 
new  system,  thanks  to  state-of- 
the-art  software,  our  patented  contin- 
uous motion  laser  imaging  system  and 
the  like,  can  process  fiche  twice  as  fast 
as  any  other  micrographics  system. 
Over 30,000  lines  per  minute  fast. 

What  You  Put  In 
Is  What  You  Get  Out. 

Anacomp's  new  DatagraphiX  XFP 
2000™  is  the  only  Computer  Output 
Microfilm  (COM )  system  with 
the  ability  to 
output  a 
vanetyof 
fonts,  forms, 
signatures, 
logotypes, 
invoices  and 
statements 


The 
Wonder 
Fiche. 


which  have  the  "branded"  and 
"corporate-look"  of  the  original,  and 
which  can  be  output  with  raw  alpha- 
numeric data  of  sales  transactions. 

The  Wonder  Fiche: 
It's  A  Perfect  Marriage  Of 
Micrographics  And  The  Most 
Advanced  Computer  Technology. 

Don't  let  us  be  the  Wonder  Fiche 
that  got  away.  For  information  on 
owning  an  Anacomp  I  &  IM  system, 
or  on  handling  your  needs  through 
one  of  our  service  bureaus,  write 
I.  Mark  Woods,  E.V.P.,  Anacomp, 
Inc.,  3060  Peachtree  Road,  N.  W, 
Suite  1700,  Atlanta,  G  A  30305.  Or 
call404-262-2667. 

THE  IMAGE  OF  THE  FUTURE. 

anacomp 


©1991  Anacomp,  Inc.  Anacomp  and  DatagraphiX  are  registered 
trademarks  of  Anacomp,  Inc.  DatagraphiX  XFP  2000  (and  XFP 
2000 ),  Advanced  Function  Indexing  and  Anatrieve  are  trademarks 
of  Anacomp,  Inc. 
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2.  Blue  Cross  &  Blue 
Shield  Assn. 

3.  CIGNA  Corporation 

4.  Continental  Bank 

5.  Delta  Dental  Plans 

6.  Franklin  Fund 

7.  UNUM  Life  Insurance 
PRODUCTS/SERVICES 

8.  American  Gas 
Association 

9.  Anacomp,  Inc. 

10.  Cadillac/General  Motors 

11.  Chevrolet  Fleet  Sales 

12.  Compaq 


13. 

Hewlett-Packard 

Workstation 

14. 

Lexus 

15. 

Rockwell  International 

16. 

Rolm  Company 

17. 

Ryder  Transportation 

Resources 

18. 

Samsung  Electronics 

(ISB) 

19. 

Subaru  of  America 

20. 

The  Timken  Company 

21. 

Universal  Data  Systems 

(UDS) 

22. 

W.W.  Grainger,  Inc. 

23. 

Yellow  Freight  Systems, 

Inc. 

AREA  DEVELOPMENT 

24.  French  Industrial 
Development  Agency 

25.  Government  of  Quebec 

26.  Iowa  Department  of 
Economic  Development 


The  Business  Week  1000 


around  the  bend,  the  economic  outlook  remains  quite  murky. 

If  you  had  thrown  some  greenbacks  into  the  market  last 
year  you  would  have  fared  pretty  well.  The  1000's  market 
value  improved  a  brisk  117',  to  $2.97  trillion,  through  March, 
1991.  That  bested  the  87  performance  turned  in  by  the  Stan- 
dard cv  Poor's  500-stock  index,  the  hallowed  benchmark  of 
large  capitalized  stocks.  The  BW  1000  also  looked  downright 
peachy  when  compared  with  smaller  capitalized  issues:  The 
Russell  2000  barely  budged  last  year. 

T  II  E  VI  A  R  k  E  T  S  BLUES 
FROM   li  I  (,  BLUE 

Once  again,  IBM  leads  the  list.  After  delivering  a  disap- 
pointing earnings  performance  in  1989,  IBM  improved  smartly 
last  year  by  announcing  plans  to  shave  $1  billion  a  year  from 
costs  and  rolling  out  new  high-end  mainframe  computers. 
IBM's  market  value  swelled  207,  to  $75  billion.  But  in  mid- 
March,  the  company  announced  that  first-quarter  earnings 
would  be  about  half  analysts'  estimates,  owing  to  the  econom- 


ic slowdown  worldwide  and  disruptions  from  the  Middle  East 
war,  and  the  stock  plunged.  Indeed,  Big  Blue  isn't  what  it 
used  to  be.  During  the  booming  stock  market  of  1986,  IBM's 
market  value  hovered  at  $91.7  billion.  Though  it  has  grabbed 
top  honors  every  year  since  BUSINESS  WEEK  started  pub- 
lishing this  roster  six  years  ago,  IBM  could  well  be  overtaken 
by  No.  2  Exxon  in  1991. 

In  fact,  Exxon  has  cleaned  up  its  act — in  more  ways  than 
one.  The  oil  leviathan  recently  agreed  to  pay  $1  billion  to  settle 
its  various  civil  and  criminal  cases  stemming  from  the  1989 
Valdez  oil  spill  in  Prince  William  Sound,  Alaska.  With  that 
mess  apparently  now  behind  it,  Exxon's  outlook  isn't  a  bad 
one,  though  the  developing  political  situation  in  the  Middle 
East  makes  predictions  risky.  Investors  drove  up  the  compa- 
ny's market  value  167,  to  $69  billion.  Meanwhile,  the  bigwigs 
of  the  consumer-product  fields,  Philip  Morris  and  PepsiCo, 
turned  in  astonishing  performances:  Philip  Morris'  market  val- 
ue soared  737,  while  PepsiCo's  rose  617. 

One  notable  missing  from  the  top  15  in  market  value  (table) 
is  General  Motors,  which  dropped  12  notches,  from  No.  6  to 


THE  TOP  1 5 
IN  MARKET  VALUE 


COMPANY 

CURRENT  VALUE 
(BILLIONS  OF 
DOLLARS) 

PERCENT 
CHANGE  FROM  [ 
YEAR  AGO  1 

I 

IBM 

$75.0 

20% 

2 

EXXON 

69.0 

16 

3 

PHILIP  MORRIS 

62.2 

73 

4 

GENERAL  ELECTRIC 

58.3 

1  | 

5 

MERCK 

41.0 

47 

6 

WAL-MART  STORES 

41.0 

53 

1 

BRISTOL-MYERS  SQUIBB 

40.5 

45 

8 

ATSI 

36.0 

-20 

9 

COCA-COLA 

34.9 

41 

10 

PROCTER  &  GAMBLE 

30.2 

32 

11 

JOHNSON  &  JOHNSON 

29.8 

57 

12 

AMOCO 

27.0 

-2 

13 

CHEVRON 

26.4 

6 

14 

MOBIL 

26.1 

1 

15 

PEPSICO 

25.6 

61 

THE  TOP  15 
IN  SALES 


COMPANY 

1990  SALES 
(BILLIONS  OF 
DOLLARS) 

PERCENT 
CHANGE 
FROM  1989 

1  GENERAL  MOTORS 

$124  7 

-2% 

2  EXXON 

107.2 

22 

3  FORD  MOTOR 

97.7 

2 

4  IBM 

69.0 

10 

5  MOBIL 

64  2 

14 

6  GENERAL  ELECTRIC 

57.7 

7 

7  SEARS,  ROEBUCK 

56.0 

4 

8  PHILIP  MORRIS 

46.2 

16 

9  CHEVRON 

42.6 

30 

10  TEXACO 

41.8 

17 

11  DU  PONT 

40.0 

13 

12  CITICORP 

38.4 

1 

13  AT&T 

37.3 

3 

14  WAL-MART  STORES 

32.6 

26 

15  K  MART 

32.1 

9 

THE  IW1  DIMNESS  WEEK 


No.  18.  While  GM  has  fielded  its  splashiest  car  lineup  in  years 
and  cut  costs  mightily,  it  and  other  Detroit  auto  makers  are 
feeling  the  chill  of  recession  as  few  other  industries  are.  Ford 
Motor  and  Chrysler  also  blew  some  gaskets  last  year,  as 
consumers  snapped  their  wallets  shut.  Ford  shed  30%  of  its 
market  value,  to  $16.1  billion.  At  the  same  time,  cash-crunched 
Chrysler's  market  capitalization  tumbled  21%,  to  $3.3  billion. 

A  D  W  1  N  D  L  I  N  G   R  0  S  T  E  R 
0  F  B  1  (,  M  E  R  (i  E  R  S 

Similarly,  1990  was  less  than  a  banner  year  for  Wall  Street 
dealmakers,  what  with  takeover  financing  tight  and  the  junk- 
bond  market  moribund.  To  reflect  the  dwindling  dollar  value 
of  major  mergers,  BUSINESS  week's  compilation  of  top 
deals  includes  only  the  100  largest  transactions,  instead  of  200 
as  in  years  past.  Still,  the  list,  which  begins  on  page  26, 
delivers  a  concise  report  on  the  high  spots.  The  big  enchilada 
last  year  was  the  $12.6  billion  Time  and  Warner  Communica- 
tions merger,  which  was  formally  completed  early  in  the  year. 


THE  TOP  IS 
IN  PROFITS 

COMPANY 

1990  PROFITS 
(BILLIONS  OF 
DOLLARS) 

PERCENT 
CHANGE 
FROM  1969 

I  1 

IBM 

$6.0 

60% 

1  2 

EXXON 

5.0 

68 

3 

GENERAL  ELECTRIC 

4.3 

9 

4 

PHILIP  MORRIS 

3.5 

20 

5 

AT&T 

2.7 

1 

6 

DU  PONT 

2.3 

-7 

7 

CHEVRON 

2.2 

759 

8 

MOBIL 

1.9 

7 

9 

AMOCO 

1.9 

19 

J  10 

MERCK 

1.8 

19 

11 

BRISTOL-MYERS  SQUIBB 

1.8 

134 

12 

PROCTER  &  GAMBLE 

1.7 

24 

13 

ATLANTIC  RICHFIELD 

1.7 

-14 

14 

BELLSOUTH 

1.6 

-4 

15 

GTE 

1.5 

9 

That  combination  was  a  sign  of  the  growing  trend  toward 
globalization  in  the  media  industry.  Another  example:  Japa- 
nese electronic  giant  Matsushita  Electric,  best  known  for  its 
Panasonic  brand,  acquired  the  entertainment  conglomerate, 
MCA,  for  a  cool  $6.6  billion  in  a  transaction  actually  completed 
early  this  year.  It  appears  in  a  supplementary  list  on  page  40. 

If  you're  looking  for  emerging  trends  in  the  marketplace, 
check  out  the  list  of  Little  Giants,  on  page  42.  There  you'll  find 
companies  with  sales  of  less  than  $100  million,  yet  whose 
market  values  are  lofty  enough  to  crack  the  HW  1000  list. 
Collectively,  these  companies  represent  the  new  pockets  of 
vitality  showing  up  in  the  American  economy.  The  list  is 
dominated  by  drug,  computer  software,  and  telecommunica- 
tion concerns.  However,  there  are  some  odd-ball  players,  as 
well.  Example:  Horsehead  Resource  Development,  an  environ- 
mental services  company  that  extracts  and  resells  raw  materi- 
al from  the  ash  and  sludge  left  over  from  steel  production. 

In  fact,  investors  can't  seem  to  get  enough  of  those  pollution 
control  stocks.  One  company  that  continues  to  enjoy  explosive 
growth  is  Waste  Management,  king  of  the     ^  ^ 


THE  TOP 

15 

IN  ASSETS 

COMPANY 

1990  ASSETS 
(BILLIONS  OF 
DOLLARS) 

PERCENT 
CHANGE 
FROM  1989 

t 

CITICORP 

$227.6 

0% 

2 

GENERAL  MOTORS 

180.2 

4 

3 

FORD  MOTOR 

173.7 

8 

4 

GENERAL  ELECTRIC 

153.9 

20 

5 

AMERICAN  EXPRESS 

137.7 

6 

FANNIE  MAE 

133.1 

7 

BANKAMERICA 

1 10.7 

12 

8 

SALOMON 

1  10.1 

9 

CHASE  MANHATTAN 

98.1 

10 

SEARS,  ROEBUCK 

96.3 

1  1 

11 

J.  P.  MORGAN 

93.1 

5 

12 

AETNA 

89.3 

3 

13 

EXXON 

88.0 

6 

14 

IBM 

87.6 

13 

15 

SECURITY  PACIFIC 

84.7 

1 

s 


DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  I 
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r  !991  AT&T 


ils 


It  Toils  For  All  Of  Thee. 

AT&T  Bell  Laboratories.  It's  a  new  kind  of  phone  that 
knows  who  you're  calling.  It's  seven  Nobel  Prizes.  A 
switch  that  harnesses  the  power  of  light.  It's  4,000  Ph.D.s. 
'A  patent  a  day"  AT&T  Network  Systems  and  your  local 
telco  are  using  these  Bell  Laboratories  technologies  to 
make  your  public  switched  network  the  fastest,  most 
reliable,  easiest-to-use  network  in  the  world.  A  network 
that  integrates  voice.  Data.  And  images.  A  network 
ready  for  tomorrow.  That  works  with  what  you  already 
have.  Where  interactive  real-time  video  conferencing 
and  ultra-high  resolution  color  faxes  become  the  norm. 
These  are  just  some  of  the  unique  Bell  Labs  solutions 
coming  from  AT&T  Network  Systems.  Call  your  local 
telco  to  learn  how  they  can  toil  for  thee. 

AWT  and  Your  Local  Phone  Company 
Technologies  For  Tlie  Real  World. 


AT&T 

Network  Systems 


Despair  not.  In  this  age  of  rough 
manners  and  boorish  behav- 
ior, you  can  still  find  a  haven  of 
grace  and  sophistication:  the  cabin 
of  the  LS400 
luxury  sedan. 

Everything 
found  within 
has  been  designed  not  only  to  meet 
your  needs  but  to  anticipate  them. 

For  example,  when  you  are 
ready  to  leave  the  cabin,  the  car  will 
neatly  execute 
a  point  of  eti- 
quette: auto- 
matically (if 
you  choose) 
the  steering 
wheel  column 
will  raise  itself  up  and  out  of  your  way 
as  soon  as  you  remove  the  key. 

But  what  goes  up 
must  come  down.  When 
you  enter  the  cabin,  the 


column  will  lower  itsell  into  \our 
hands  to  its  precise  pre-set  position 
the  moment  you  insert  the  key. 

Of  course,  all  this  discussion 
about  entering  and  leaving  should  not 
distract  you  from  the  subject  of  driv- 
ing. Only  that  experience  is  hard  to 
capture  on  paper.  To  try  to  somehow 
tabulate  the  serenity  and  quiet  of  the 
well-appointed  cabin  will  not  do  the 
LS  400  justice. 

So  for  a  test  drive,  see  your 
dealer.  He  will  answer  your  ques- 
tions, wait  patiently  for  your  com- 
ments, show  you  every  courtesy. 

See?  Chivalry  is  not  dead. 


LEXUS 

The  Relentless  Pursuit  Of  Perfection. 


©1991  Lexus,  A  Division  Of  Toyota  Motor  Sales.  U.S.A.,  Inc.  Lexus  reminds  you  to  near  seat  belts  and  obey  all  speed  lau  s.  For  more  information,  call  800-872-5398  (800-1  SA-LEXl  S). 


Microsoft's  Rise: 

It  Does  Windows- 
And  So  Much  More 

Maybe  the  crisp  Seattle  air  helps  him  see  things 
more  clearly.  Maybe  he's  just  smart.  Whatever 
the  reason,  Microsoft  Chairman  William  H.  Gates 
III  reads  the  computer  business  the  way  a  good 
politician  assays  the  popular  wind.  His  vision  has 
kept  his  software  company  on  a  skyward  trajec- 
tory since  1981,  when  he  landed  the  contract  to 
provide  IBM  with  DOS,  the  software  that  controls 
its  desktop  computers.  In  the  12  months  ended 
Dec.  31,  Microsoft  Corp.  earned  $356  million  on 
nearly  $1.5  billion  in  revenues,  making  it  the  larg- 
est software  company  in  the  world.  Accordingly, 
Wall  Street  has  crowned  Microsoft  with  a  heaven- 
ly valuation:  $11.8  billion.  That  remarkable  85% 
jump  in  its  market  value  in  the  past  year  pushed 
Microsoft  up  40  slots  into  the  ranks  of  the  top  50  on  the  BUSINESS  WEEK  1000— to  No.  45. 
Its  stock  trades  at  a  price-earnings  ratio  some  65%  higher  than  that  of  most  of  its  peers. 

Aggressive,  competitive,  and  highly  disciplined,  Gates  has  stamped  his  own  personality  on 
the  company  as  sure  as  the  Microsoft  logo  adorns  every  diskette  carrying  its  product.  And 
those  diskettes  are  everywhere:  The  current  blockbuster,  a  graphics  program  called  Win- 
dows 3.0,  has  sold  more  than  3  million  copies  since  its  introduction  last  May.  The  $150 
program  transforms  the  plain-Jane  screens  of  IBM  and  compatible  PCs  into  colorful  ma- 
chines akin  to  Apple  Computer  Inc.'s  Macintosh — and  gives  Microsoft  new  markets  for 
enhanced  word  processors  and  spreadsheets  to  boot. 

Microsoft's  position  is  lofty  enough  to  attract  hostile  attention.  Its  stock  dipped  in  March, 
when  Apple — which  thinks  Windows  looks  too  much  like  Macintosh  and  sued  for  copyright 
infringement — beat  back  a  motion  to  dismiss  the  suit.  Later,  Microsoft  admitted  that  the 
government  was  investigating  its  dominance.  A  tour  of  the  company  explains  that  clout. 

m  ► 

TEXT  BY  RICHARD  BRANDT  •  PHOTOGRAPHS  BY  ROBBIE  McCLARAN 
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CHUMMY 

As  softuare  grous  more 
complicated  Microsoft  must 
forge  closer  customer  ties.  All 
top  execs  meet  uitb  big  buyers 
once  or  tuice  a  ueek—tbat  s 
President  Michael  Hallman 
I  left)  helping  Pacific  Bell 
Executite  Vice-President  Jack 
Hancock  call  up  a  neu  program. 
Hallman  a  former  Boeing 
computer  exec,  brings  firsthand 
experience  as  a  customer.  A  neu 
consulting  staff.  20  strong  and 
grouing.  plus  outside 
consultants,  also  pitches  in. 

----  -     .i>,i  :  "i'.l.i 


a  HELP!!! 

floppy  disks  skeuered  by 
thumbtacks.  Mysterious  noises. 
The  unsettling  computer 
message:  "File  not  found.  " 
These  are  among  the  topics  of 
some  '.  '00  daily  phone  calls 
fielded  by  450  engineers  at 
Microsoft  's  technical  support 
center.  And  not  all  callers  get  a 
human  touch.  About  200  punch 
in  ansuers  to  multiple-choice 
questions  on  the  touch  tone — 
and  get  aid  from  a  computer. 


►  ►  ►  BATTLE  STATION 

Microsoft  is  a  PC  zealot,  using 
PC  technology  as  uell  as  selling 
it.  In  its  computer  control 
room — nicknamed  Battlestar 
Galactica  — the  company  runs 
off  a  netuork  of  450 
microcomputers  plus  eight 
Digital  Equipment  fax 
minicomputers.  Meanubile.  in 
selling  netuorking  softuare. 
Microsoft  tous  to  catch  up  uitb 
rital—and  So.  1— Sot  ell  Inc. 
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THE  GREEN  LURE 

like  most  software  makers, 
crosoft  has  long 
•nufactured  its  own  products 
•ht  near  its  Washington 
tdquarters.  But  by  the  mid- 
SOs,  when  it  needed  more 
iacity,  overseas  sales  were 
)wing  in  importance.  Gates 
ise  Ireland  to  take  advantage 
low  wages,  low  taxes — and  a 
'at  deal.  The  Dub/in  plant, 
?ned  in  '85,  spews  out  some 
9  different  packages  in  over 
languages,  channeled  mostly 
Europe.  It  s  slated  to 
uble  in  capacity  by 
H  to  keep  up  with 
crosoft 's  growth 
bitions  overseas. 

TO:  BARRY  LEWIS/ 
WORK/MATRIX 


<<*  HOW  MANY! 

Some  people  hate  to  type.  Others 
despise  computer  talk,  like  the 
rest  of  the  computer  world. 
Microsoft  wants  to  combat  those 
gripes  with  new  technology— 
from  computers  that  understand 
plain  English  to  those  that  can 
read  handwriting.  Here.  Vice- 
President  Jeff  Raikes  shows  off 
a  prototype.  Pen  Windows,  that 
Microsoft  says  will  recognize 
95"»  of  the  average  writer  's 
script.  Still,  it  may  sometimes 
turn  "six  "  into  "sex.  "  It  's  due 
by  early  1992,  some  sex  months 
behind  rival  Co  Corp. 


▼▼▼  MICRO-SAN 

Microsoft  gets  about  60%  of  its 
revenues  overseas,  mostly  in 
Europe,  where  it  leads  the 
market.  It  also  pioneered  in 
Japan  's  software  market, 
venturing  there  in  1978;  it  's 
now  the  largest  foreign  "softo  " 
company.  One  bit:  "Waakustt," 
or  Works,  an  integrated 
spreadsheet,  word  processor, 
and  data  base  program,  here  at 
Tokyo  's  Computer-kan  store. 

PHOTO  HITOSHI  FUGO 
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SMART  STEPPING 

Gales  says  his  company  's  main 
asset  is  i/s  brainpower:  The 
company  employs  5.300  in  the 
U.  S..  7,200  worldwide— and 
growing.  Most  are  young, 
averaging  JO.  and  40"»  are 
women — though  there  are  few 
female  executives.  To  fuel  that 
youthful  energy.  Microsoft 
gives  every  employee  a  free 
membership  in  a  local  football 
field-size  health  club,  where 
employees  can  do  step-aerobics 
classes,  racquet  sports, 
weights,  and  much  more. 


aaa  THE  GOOD  LIFE 

Microsoft  also  boasts  an 
appealing  lifestyle,  li  tucks  18 
buildings,  plus  three  under 
construction,  into  a  250-acre 
campus.  On  warm  days, 
picnickers,  jugglers,  and 
unicyclists  appear.  Microsoft 
sponsors  nearly  100  employee 
sports  teams— from  lacrosse  to 
ice  hockey  to  bowling— that 
compete  in  city,  state,  and 
corporate  tournaments.  (Gates 
sticks  mostly  to  reading  and 
movies  these  days.)  To  ill 
weather?  There 's  a  Triday 
putting  tournament  in  the 
hallways.  Not  athletic.'  Try  the 
half  dozen  big  parties  a  year  or 
the  frequent  beer  bashes. 
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Some  people  find  it  impossible  to 
retire  on  a  nine-figure  income. 


There  was  a  time  when  Social 
Security  and  retirement  security 
were  one  and  the  same.  But 
no  longer.  Inflation  and  the 
budget  squeeze  have  made  such 
assurance  a  thing  of  the 
distant  past. 

The  good  news  is  there's 
help,  and  plenty  of  it,  in  the 
form  of  the  nation's  thousands 


of  Chartered  Life  Underwriters 
and  Chartered  Financial  Con- 
sultants. 

A  CLU  or  ChFC  is  a  highly 
trained  financial  expert  who  has 
completed  years  of  rigorous 
study  at  the  nation's  oldest 
accredited  college  in  the  finan- 
cial services  field,  The  American 
College.  The  letters  "CLU"  or 


"ChFC"  beside  your  insurance 
agent  or  financial  advisor's 
name  mean  you  have  found  a 
thoroughly  qualified  professional 
to  help  plan  your  financial 
future. 

So  while  it  may  be  possible  to 
get  by  on  Social  Security  alone, 
you  won't  have  to. 


American  Society  of  cm  &  chFC 

A  National  Organization  of  Insurance  and  Financial  Service  Professionals 
270  Bryn  Mawr  Avenue,  Bryn  Mawr,  PA  19010  (215)  526-2500 


For  a  free  copy  of  "The  Consumers'  Guide  to  Insurance  and  Financial  Services,"  simply  write  to  us. 


The  Top 

One  Hundred  Deals 


r 


o  hear  dealmakers  tell  it.  1990  was  a  terrible  year.  No  grandiose  grabs  for  undervalued 
properties  by  corporate  raiders.  A  dead  junk-bond  market.  A  bunch  of  miserly  commercial 
bankers,  reined  in  by  regulators,  who  were  afraid  to  lend  to  any  deal  that  smacked  of  being  "highly 
leveraged."  Leveraged  buyout  players  preoccupied  with  working  out  problems  with  old  deals  that 


didn't  live  up  to  their  expectations.  Bankruptcies  galore,  giv- 
ing debt  a  bad  name.  Even  corporate  buyers,  who'd  been 
doing  most  of  the  buying  in  the  late  '80s  anyway,  dropped  out 
of  the  action  as  the  U.  S.  economy  slipped  into  a  recession. 

To  top  it  all  off.  there  was  the  Mideast  crisis:  Beginning  in 
August,  when  Saddam  Hussein  invaded  Kuwait,  the  uncertain- 
ty in  the  air  prompted  companies  to  put  plans  on  hold  until  the 
gulf  emirate  could  be  liberated.  Indeed,  the  past 
year  seemed  to  be  so  slow  for  mergers  and  acqui- 
sitions that  BUSINESS  WEEK  decided  to  shrink  its 
list  of  Top  Deals  in  this  issue  from  200  to  100 
transactions  (page  29). 

Yet  the  story  told  by  1990's  numbers  real 
ly  isn't  as  dismal  as  all  that.  During  the 
year,  dealmakers  completed  3.652  trans- 
actions (table)  for  a  disclosed  value  of 
$156.8  billion  (in  more  than  half  of  re- 
corded transactions,  the  parties  did  not 
reveal  prices).  Sure,  that's  down  from 
1989.  when  3,764  deals  worth  $243.6 
billion  took  place.  But  it's  compa- 
rable, in  both  number  and  vol-  ., 
ume,  to  the  mid-1980s,  when 
Wall  Streeters  were  whistling  a  ; 
happy  tune  and  headlines  were 
trumpeting  an  era  of  deal  mania. 

If  1990  wasn't  quite  the  lean 
year  dealmakers  say.  though,  it 
surely  exhibited  a  distinctly  dif- 
ferent character  than  the  frenet- 
ic '80s.  Megadeals,  worth  $1  bil- 
lion or  more,  dipped  again,  as 


most  transactions  took  place  in  the  middle  market.  Basic 
industrial  strategy  replaced  fancy  financial  engineering  as  the 
motivation  for  most  combinations.  With  lenders  pulling  back 
and  the  market  for  asset  sales  less  than  vibrant,  acquirers 
dickered  harder  on  price — while  sellers  tried  to  keep  prices 
firm.  As  a  result,  transactions  took  much  longer  to  complete — 
two  to  three  times  longer,  some  dealmakers  estimate. 

Notably,  the  deals  of  1990  sported  a  thick  foreign  accent.  Of 
the  top  100  deals,  at  least  51  have  foreign  connections.  And 
that  doesn't  include  what  is  perhaps  the 
year's  most  controversial  acquisition:  Mat- 
sushita Electric's  purchase  of 
Hollywood's  MCA.  which  was 
agreed  last  fall  but  wasn't 
completed  until  Jan.  3 
(page   40).  Overseas 
buyers  seemed  more 
assured  than  their 
U.  S.  counterparts, 
probably  because  their 
economies  held  up  better. 
Other  changes  during 
1990  provide  omens  for  the  fu- 
ture. The  new  environment 
means  real  work  for  the  in- 
vestment bankers  who  put 
deals  together.  During  the 
'80s,  buyers  and  sellers 
flooded  bankers'  offices, 
and  they  struck  deals 
with  relatively  little  effort. 
No  more.  Besides  crunching 


THE  1991  BUSINESS  WEEK  1000 


mi  STRATIONS  BY  TOM  GARRETT 


1990  s  MERGER-RECORD 


TOTAL  DOLLAR 
VALUE  PLUNGED 
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A  BILLIONS  OF  DOLLARS 

PRICED  TRANSACTIONS,  1982  DOLLARS,  ADJUSTED  FOR  CHANGE  IN  PRICE 
OF  NONRESIDENTIAL  FIXED  INVESTMENT,  FOURTH  QUARTER  EACH  YEAR 

...AND  SO  DID  THE 
AVERAGE  DEAL  S  PRICE 
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▲  THOUSANDS 

DATA:  MSA  DATA  BASE,  ADP/MLR  PUBLISHING  CO.;  BW 


numbers,  dealmakers  are  having  to  so- 
licit business,  ferret  out  industrial  part- 
ners that  match  well,  and  advise  during 
serious  negotiations.  Because  money  is 
tight,  they  often  have  to  devise  innova- 
tive financial  structures.  Witness  the  re- 
cent $1.5  billion  sale  of  IBM's  typewriter, 
keyboard,  and  personal-computer  printer 
businesses  to  Clayton  &  Dubilier,  the 
leveraged  buyout  firm.  To  secure  financ- 
ing— and  as  a  promise  of  future  busi- 
ness— IBM  agreed  to  retain  a  10%  stake 
in  the  new  venture. 

More  such  partnerships  are  probable 
in  the  future,  in  part  because  many 
large  corporations  want  to  tidy  up  their 
portfolios  by  selling  non-core  businesses. 
Others,  overleveraged,  are  peddling  as- 
sets to  pay  off  debt.  Yet  reluctant  lend- 
ers are  curbing  the  activities  of  many 
buyout  firms — which  are  often  the  most 
likely  buyers.  LBOers  want  to  be  active 
in  1991  if  prices  are  soft. 

ECONOMIC  RECOVERY  MAY 
RESTART  M  E  R  G  E  R  ACTION 

Whether  acquisitors,  as  a  class,  and 
investment  bankers  will  look  back  on 
1991  with  fondness  or  with  gloom  is  still 
unclear.  The  vanquishing  of  Saddam 
Hussein  clears  away  one  major  cloud. 
"Just  as  individual  consumers  are  going 
to  get  more  confidence  because  the  gulf 
is  settled,  I  suspect  that  in  the  next  two 
to  three  months  we'll  see  some  projects 
that  were  shelved  by  corporations  come 
back,"  says  Alfred  Rappaport,  chairman 
of  Alcar  Group,  a  consulting  firm.  Sev- 
eral dealmakers  say  business  turned  up 
dramatically  in  early  March,  but  their 
forecasts  often  have  more  to  do  with 
their  competitive  drive  than  with  reality. 

What  will  really  bolster  the  mergers 
business  is  a  strengthening  economy,  es- 
pecially if  the  recovery  shows  staying 
power.  On  that  point,     ^  ►> 
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WELL  SEASONED  TRAVELERS 


The  pepper  mill.  The  salt  shaker.  The  garlic  press.  The 
freshest  herbs.  Exotic  and  fragrant  spices.  These  are  only 
some  of  the  tools  of  VARIG's  master  chefs  who  create  the 
consistantly  memorable  meals  served  on  every  VARIG  flight. 

Word  of  mouth  has  made  these  feasts  for  the  eye  and 
palate  highlights  of  VARIG's  award  winning  on  board  service. 
Even  our  "wine  cellar  in  the  sky"  was  voted  by  an  impressive 
panel  of  wine  connoisseurs,  one  of  the  ten  best  out  of  29 
airlines  who  participated  in  a  Business  Traveler  International 
magazine  competition. 

Come.  Join  us  for  a  typical  VARIG  repast  and  relish  what 
our  cuisine  and  Brazilian  hospitality  can  do  for  your  in-flight 
pleasure. 

Everything  you  wished  an  airline  was,  VARIG  is.  We  serve 
Brazil,  the  rest  of  South  America  and  Japan  with  31  flights  a 
week  from  North  America. 


The  World  Class  Airline  of  Brazil 
Since  1927 


economists  predicting  an  upturn  in  the 
second  quarter,  or  later  in  1991,  dis-  ( 
agree. 

For  now,  the  availability  of  financing  j 
remains  the  key  determinant.  The  com-  r 
bination  of  weak  banks  and  wary  regu- 
lators, eager  to  avoid  a  repeat  of  the  I 
mega-bailout  of  the  savings  and  loan 
industry,  will  stymie  many  deals. 

But  that  isn't  necessarily  bad  news. 
It  assures  that  the  very  worst  deals  are  '< 
filtered  out.  It  also  means  that  cash- 
rich  corporations,  including  such  ubiqui- 
tous acquisitors  as  Philip  Morris  and 
Britain's  Hanson  PLC,  will  continue  to 
have  the  upper  hand.  Presumably,  they 
have  strategic  reasons  for  their  acquisi- 
tions. Consolidation  in  many  industries 
will  drive  many  of  these  deals.  Among 
those  sectors:  financial  services,  retail- 
ing, health  care,  and  high  tech. 

THERE'S  NO  LETUP  AHEAD 
IN  B  T  Y I N  G   BY  FOREIGNERS 

Foreigners  casting  their  eyes  on  the 
world's  biggest  market  are  expected  to 
keep  up  the  pace  of  their  buying.  True, 
Democrats  on  Capitol  Hill  are  making 
noise  about  tighter  reviews  for  acquisi- 
tions by  foreigners,  to  protect  "economic 
security."  But  they're  unlikely  to  muster 
enough  support  to  override  a  veto  of 
stricter  rules  by  the  Bush  Administra- 
tion, which  prefers  an  open  investment 
policy  that  blocks  only  transactions  like- 
ly to  impair  national  security. 

As  for  all  those  raiders  who  made  the 
'80s  maniacal,  most  are  hibernating.  De- 
terred by  state  anti-takeover  laws  and 
shark  repellents,  only  the  most  deter- 
mined— and  well-financed — have  been 
willing  to  wage  the  proxy  fights  that  are 
now  often  necessary  to  oust  entrenched 
management.  For  them,  1991  looks  like 
another  year  to  spend  in  the  cave. 

By  Judith  H.  Dobrzynski  in  Sen-  York 
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A  guide  to  the  biggest  companies,  subsidiaries,  and  divisions  that  were  merged  out,  restructured,  privatized,  or  ESOPed  during  1990. 
The  deals  are  ranked  by  announced  transaction  price.  Inclusion  in  this  list  is  determined  by  date 
transaction  was  completed.  A  special  list  of  the  largest  transactions  that  were  launched  in  1990  but  not  completed 
until  the  first  quarter  of  1991.  or  that  are  still  pending,  appears  on  page  -10 
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WARNER  COMMUNICATIONS 

JACOBS  SUCHARD 

GREAT  NORTHERN  NEKOOSA 

LIN  BROADCASTING 

RORER  GROUP 

JAGUAR 

TELECOM  OF  NEW  ZEALAND 

BIO-MEDICUS 

GENENTECH 
METROMEDIA 

NORTON 

TELEFONOS  DE  MEXICO 

B.  A.  T.  INDUSTRIES 

JACK  KENT  COOKE 

COMBUSTION  ENGINEERING 
GENERAL  INSTRUMENT 


TIME  INC. 

PHILIP  MORRIS 
GEORGIA-PACIFIC 

McCAW  CELLULAR  COMMUN. 

RHONE-POULENC 

FORD  MOTOR 

PRIVATE  GROUP 

MEDTRONIC 

HOFFMANN-LA  ROCHE 
McCAW  CELLULAR  COMMUN. 

SAINT-GOBAIN 

PRIVATE  GROUP 

INVESTCORP  BANK 

PRIVATE  GROUP 

ASEA  BROWN  BOVERI 
FORSTMANN  LITTLE 
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Two  mega-media  empires  merged,  after  some  unsuccessful  maneuvers  by 
Paramount  Communications 

A  Swiss  coffee  and  candy  company  joined  the  food  and  tobacco  conglomerate 

After  some  struggle,  the  Georgia-based  forest  products  giant  finally  acquired  a 
paper  products  firm 

Yet  another  addition  to  the  roster  of  the  cellular  phone  leader  which  outbid 
BellSouth  to  land  this  one.  For  other  McCaw  deals,  see  Nos.  10  and  23 

The  French  chemical  firm  bought  a  majority  stake  in  a  midsize  drug  house  ripe 
for  acquisition.  See  No.  82  for  another  Rhone-Poulenc  buy 

The  No.  2  U.  S.  auto  maker  picked  up  an  old-line  British  luxury-car  maker  fallen 
on  hard  times.  See  No.  43  for  a  Ford  sale 

A  consortium  that  included  Ameritech  and  Bell  Atlantic  bought  an  antipodean 
telecommunications  company 

A  major  producer  of  heart  pacemakers  merged  with  a  maker  of  blood 
circulatory  devices  in  a  stock  swap 

The  Swiss  pharmaceutical  giant  bought  60%  of  the  U.  S.  biotech  leader 

The  biggest  cellular-telephone  company  bought  half  of  the  New  York  City 
cellular  franchise  from  a  former  broadcaster  turned  phone  company.  For  other 
McCaw  deals,  see  Nos.  4  and  23 

A  French  glass  company,  playing  chevalier  blanc,  stepped  in  to  scoop  up  an 
American  maker  of  abrasives  and  drilling  products,  saving  it  from  Britain's  BTR 
conglomerate.  For  an  earlier  sale  of  a  Norton  unit,  see  No.  65 

Southwestern  Bell  joined  two  foreign  phone  companies  in  buying  a  controlling 
interest  in  a  Mexican  counterpart 

A  Bahrain  investment  bank  outbid  Saks  Fifth  Avenue's  managers  for  control  of 
the  British-owned  U.  S  retailer.  For  another  B.  A.  T.  sale,  see  No.  31 

A  group  led  by  John  Malone's  Tele-Communications  Inc.  bought  out  the  cable 
television  interests  of  the  owner  of  the  Washington  Redskins 

A  Swiss  engineering  firm  bought  an  industrial  services  company 

The  investment  firm  picked  up  a  manufacturer  of  cable-TV  converter  boxes.  For 
a  Forstmann  Little  sale,  see  No.  33;  for  a  buy,  see  No.  36 
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RJR  NA8ISC0 


PRIME  COMPUTER 


CITIZENS  &  SOUTHERN 


BARCLAYS 
BEATRICE 

MGM/UA  COMMUNICATIONS 
McCAW  CELLULAR  COMMUN. 
HANSON 

AMERICAN  HOME  PRODUCTS 

TELECOM-USA 
MOTEL  6 

SHEARSON  LEHMAN  HUTTON 

BRITISH  PETROLEUM 

INTL.  LEASE  FINANCE 
B.  A.  T.  INDUSTRIES 

AMERICAN  EXPRESS 

FORSTMANN  LITTLE 

ARISIECH  CHEMICAL 

ROCKEFELLER  GROUP 
CHRYSLER 

FLORIDA  NATIONAL  BANKS 


PRIVATE  GROUP 

J.  H.  WHITNEY 
SOVRAN  FINANCIAL 
PRIMERICA 
CONAGRA 

PATHE  COMMUNICATIONS 
CONTEl 

PRIVATE  GROUP 

RECKITT  &  COLMAN 

MCI  COMMUNICATIONS 
ACCOR 

AMERICAN  EXPRESS 

ORYX  ENERGY 

AMERICAN  INTL.  GROUP 
DAYTON  HUDSON 

CIE  BANQUE  &  D'INVEST. 

AMERICAN  BRANDS 

PRIVATE  GROUP 

MITSUBISHI  ESTATE 
PRIVATE  GROUP 
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In  Kohlberg  Kravis'  continuing  sale  of  RJR  assets,  Del  Monte's  canned  food 
business  went  to  a  buyout  group  consisting  of  Merrill  Lynch,  Citicorp,  Japan's 
Kikkoman  soy  and  food  company,  and  Del  Monte  management.  For  another 
RJR  sale,  see  No.  96.  For  other  KKR  transactions,  see  Nos.  21  and  27 

The  venture  capital  firm  founded  by  the  late  Jock  Whitney  moved  into  the  big 
time,  saving  this  computer  systems  company  from  MAI  Basic  Four 

Two  regional  banking  giants,  one  Georgian,  the  other  Virginian,  merged.  New 
name:  C&S/Sovran,  not  Avantor,  as  originally  planned 

The  financial  conglomerate's  Commercial  Credit  unit  bought  the  British  bank's 
U.  S.  consumer  credit  subsidiary,  Barclays  American/Financial 

Kohlberg  Kravis  Roberts  divested  the  remains  of  its  first  big  buyout  to  the  big 
food  company.  For  other  KKR  deals,  see  Nos.  17,  27,  and  96 

The  movie  company  that  used  to  be  Cannon  Group,  now  run  by  Italian  investor 
Giancarlo  Parretti,  bought  a  motion-picture  studio  from  Kirk  Kerkorian 

Another  cellular  deal,  this  time  a  sale  of  Southeastern  cellular  properties  to  the 
big  independent  phone  company.  For  other  McCaw  deals,  see  Nos.  4  and  10 

The  British  conglomerate  sold  its  49%  stake  in  gold  producer  Newmont  Mining 
to  a  group  led  by  Sir  James  Goldsmith,  the  Anglo-French  investor.  For  other 
Hanson  transactions,  see  Nos.  42,  55,  and  72 

The  U.  S.  food  and  drug  company  sold  its  Boyle-Midway  household  products 
division  (Woolite,  Easy  Off)  to  a  British  household  products  company 

One  long-distance  telephone  carrier  bought  another 

A  French  hospitality  firm  bought  a  budget  U.  S.  motel  chain  controlled  by 
Kohlberg  Kravis.  For  other  KKR  deals,  see  Nos.  17,  21,  and  96 

After  trying  unsuccessfully  to  reduce  its  stake  in  its  troubled  subsidiary,  the  big 
financial  services  company  turned  around  and  bought  the  part  it  didn't  already 
own.  For  another  AmEx  deal,  see  No.  32 

What  once  was  Sun  Exploration  bought  North  Sea  and  Indonesian  oil-and-gas 
properties  from  one  of  the  Seven  Sisters 

The  big  aircraft  leaser  became  part  of  an  insurer  bent  on  diversification 

In  another  asset  auction,  the  British  conglomerate  sold  Chicago's  Marshall  Field. 
The  winner:  a  Minneapolis-based  department-store  group.  For  another  B.  A.  T. 
deal,  see  No.  13 

A  Swiss  private  bank  acquired  TDB  American  Express  Bank,  the  financial 
services  giant's  own  disappointing  venture  into  private  Swiss  banking.  New 
name:  CBI-TDB  Union  Bancaire  Privee;  AmEx  retains  a  20%  stake.  For  an 
AmEx  buy,  see  No.  28 

Plumbing-products  maker  Moen,  the  last  piece  of  the  buyout  specialist's  1988 
Stanadyne  acquisition,  goes  to  the  conglomerate  that  once  was  American 
Tobacco.  For  other  Forstmann  deals,  see  Nos.  16  and  36 

A  group  led  by  Mitsubishi  and  management  topped  an  unwanted  bid  from 
Huntsman  Holdings  for  this  USX  chemical  spinoff. 

Japanese  developers  bought  51  %  of  the  company  that  owns  Rockefeller  Center 

The  auto  maker  sold  its  Gulfstream  Aerospace  unit  to  a  group  led  by  Forstmann 
Little  and  Gulfstream's  founder.  For  another  Forstmann  buy,  see  No.  16;  for  a 
sale  see  No.  33 

One  Southeastern  bank  bought  another,  selling  13  Jacksonville  branches  to 
satisfy  the  bank  regulators 
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Everyone  agrees  we'll  soon  be  needing  more  electricity.  But  there's  little  agreement  on  how  to  get  it. 
Especially  with  the  environment  at  stake.       Hydropower  is  limited  by  geography.  Nuclear 
energy's  problems  continue  to  be  debated.  And  the  sun,  the  wind,  the  tides  —  they  're  all  attractive, 
but  none  is  economically  practical  on  a  broad  scale  yet.       So,  for  at  least  the  near  future,  we  're 
going  to  have  to  rely,  for  the  most  part,  on  fossil  fuels.       But  all  fossil  fuels  are  not  created 
equal.  One  is  clearly  best  for  the  environment.  And  that's  natural  gas.       Natural  gas  CD 
produces  less  carbon  dioxide  emissions,  it  produces  no  sulfur  dioxide,  and  it  creates  £j 
no  particulates  —  the  visible  smoke  you  see.  All  of  these  are  serious  air  pol- 

lutants.      Further,  because  new  high-efficiency,  gas-  A 
powered  generating  plants  are  relatively  simple  IT 
to  build,  gas  is  abo  one  of  the  quickest  and 
cheapest  ways  for  producers  of  electricity  to  increase  \^ 
their  output.       In  short,  if  natural  gas  didn 't  exist.  %) 
we'd  have  to  invent  it.  As  it  is,  nature  has  given  us  €) 
vast  resources  of  natural  gas  |S 
right  here  in  North  America.  It  ,A 
just  seems  natural  to  use  them.  jC 


Shortly  after  mating,  the 
black  widow  spider  eats  her  mate. 

Sadly,  many  business  banking 
relationships  don't  last  much  longer. 

Business  banking,  it  seems,  has  long  \  taken  its  cues  from 
nature.  You  know,  survival  of  the  fittest.  Natural  \  selection.  Can-| 
nibalism.  Okay,  wait  a  second.  That  last  thing  \  may  occur 
in  nature,  but  at  Continental  Bank,  we  prefer  to^^^share 
the  future  with  our  partners  for  a  period  of  time  that's  just 

a  wee  bit  shy  of  forever.  ^^^^i^^^^ 

You  see,  more  and  more  businesses  are  finding  themselves 
caught  in  tangled  webs  of  quick-fix  financial  quick  fixes.  Which  all  | 
too  often  leads  to  a  string  of  somewhat  confusing,  short-term, 
transaction-oriented  acquaintances.  The  financial  equal  of  a  love- 
'em-and-leave-'em  attitude. 

So,  to  untangle  the  complexity  of  business  banking,  we 
encourage  our  customers  to  feed  off  us.  (A  sort  of  financial  symbiosis, 
if  you  will.)  And  with  all  we  have  to  offer,  they're  in  for  a  long, 
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satisfying  feast.  Through  extensive  consultation,  our  customers 
benefit  from  Continental's  expertise  in  all  aspects  of  financial  risk 
nanagement,  corpo  Irate  finance  and  treasury  management, 
rhrough  custom  /designed  solutions,  our  customers'  prob- 
ems  meet  with  a  jj quick,  clean  kill. 

Through  it  all,  w  moreover,  our  customers  deal  with  relation - 

managers  who  are  above  reacting  on  instincts 

Instead,  they  study,  analyze 
and  view  each  problem  from  every  con- 
ceivable angle  before  using  the  tools  needed  to 

get  the  job  done. 
Perhaps  that's  why  Continental  can  boast 
of  so  many  steady  client  relationships  that  span 
not  years,  but  decades.  Chances  are,  the  life 
span  of  your  business  banking  relationships 
Just  call  Continental  Bank  at  (312) 
knows,  " 

things  off,  maybe  we  could  have  you . . .  uh . . .  that  is . . .  join 

you  for  lunch  @  Continental  Bank 

9  A  new  approach  to  business: 

domestic  offices:  Atlanta,  Chicago,  Dallas,  Los  Angeles,  Miami,  New  York.  Inknutmul  offices:  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  London.  Mexno  City,  Milan,  Pans,  Santiago,  Sao  Paulo,  Singapore.  Tokyo 
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SELLER 


BANK  OF  NEW  ENGLAND 

MILLER,  KLUTZNKK 
tQUKOR  EQUITABLE  HCA 
LYPHOMED 
NEWMONT  MINING 

FORD  MOTOR 

PROVIDENCE  JOURNAL 
FREEPORT-McMORAN  GOLD 

HUFFINGTON 

UNIROYAL  GOODRICH  TIRE 
TELERATE 

FIRST  CITY  BANCORP  TEXAS 
BANK  OF  NEW  ENGLAND 

SOUTHLAND 

CORROON  &  BLACK 
FOXBORO 

HIMONT 

HANSON 

DAL-TILE  GROUP 
ALLEGHENY  INTERNATIONAL 


BUYER 


CITICORP 


COSMO  WORLD 


CIGNA 


FUJISAWA  PHARMACEUTICAL 


HANSON 


PRIVATE  GROUP 


GTE 


MINORCO 

CHINESE  PETROLEUM 

MICHELIN 

DOW  JONES 

BANK  OF  NEW  YORK 
NATIONAL  BANK  OF  CANADA 

PETROLEOS  DE  VENEZUELA 

WILLIS  FABER 
SIEBE 

MONTEDISON 
CSR 

PRIVATE  GROUP 
PRIVATE  GROUP 
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The  troubled  Northeastern  banking  group  sold  its  credit  card  business  to  the 
industry  leader  in  order  to  raise  money  to  stay  afloat;  it  didn't  help.  See 
Nos.  50,  62,  and  83  for  other  asset  sales 

A  partnership  that  included  California  investor  Marvin  Davis  sold  Monterey's 
tony  Pebble  Beach  development  to  a  Japanese  golf-course  developer 

The  big  insurer  bought  a  health  care  joint  venture  formed  by  Equitable  Life 
Assurance  and  Hospital  Corp.  of  America 

A  Japanese  drug  maker  bought  the  71  %  of  the  U.  S.  pharmaceutical  company 
it  didn't  already  own 

Part  of  a  complex  series  of  linked  deals.  In  this  instalment,  the  gold  miner  sold 
its  55%  stake  in  the  Peabody  coal  interests  to  its  controlling  British 
conglomerate,  which  already  owned  the  rest.  For  the  rest  of  the  story,  see 
No.  24;  for  other  Hanson  transactions,  see  Nos.  55  and  72 

A  group  led  by  defense  contractor  Loral  and  Shearson  purchased  the  auto 
maker's  aerospace  unit,  topping  bids  by  Westinghouse  and  GM  Hughes.  See 
No.  6  for  a  Ford  acquisition 

That  rare  cellular  deal  without  McCaw.  The  independent  phone  company 
bought  Southeast  cellular  properties  from  a  Rhode  Island  newspaper  publisher 

After  failing  to  capture  Consolidated  Gold  Fields  in  1989,  the  gold  mine 
holding  company  controlled  by  the  DeBeers  interests  finally  bought  a  major 
U.  S.  gold  producer 

A  Houston-based  energy  firm  with  a  stake  in  an  Indonesian  gas  venture  was 
snapped  up  by  Taiwan's  state-owned  oil  and  gas  company 

The  Clayton  &  Dubilier  buyout  firm  sold  the  tiremaker  they  bought  in  1988, 
making  the  French  tire  company  the  largest  in  the  world 

The  owner  of  The  Wall  Street  Journal  picked  up  what  it  didn't  already  own  of 
the  electronic  market  data  purveyor  that's  had  a  lot  of  trouble  with  its  earnings 
of  late 

Another  sale  of  credit-card  operations,  this  one  by  Bob  Abboud's  Texas  bank, 
still  troubled  by  sour  loans 

The  troubled  Northeastern  bank  sold  off  another  asset,  its  New  Englcnd 
Commercial  Finance  division,  which  lends  to  small-  and  medium-sized  firms.  For 
more  Bank  of  New  England  divestitures,  see  Nos.  38,  62,  and  83 

The  Venezuelan  oil  company  bought  the  half  of  the  Citgo  oil  refiner  and 
marketer  it  didn't  already  own  from  the  embattled  convenience-store  chain 

A  British  insurance  broker  bought  an  American  one 

A  Massachusetts-based  maker  of  electronic  measuring  devices  was  purchased 
by  a  British  company  in  a  similar  line  of  business 

The  Italian  chemical  giant  bought  the  19%  of  its  U.  S.  polypropylene  subsidiary 
it  didn't  already  own 

The  British  conglomerate  had  a  busy  year;  this  time  it  sold  U.  S.  based  building 
materials  units  to  an  Australian  company  in  that  business;  for  other  Hanson 
deals,  see  Nos.  24,  42,  and  72 

A  group  that  included  Henry  Kissinger  and  Union  Pacific's  Drew  Lewis  executed 
a  buyout  of  this  ceramic  tilemaker 

After  a  bitter  battle,  an  investment  boutique  run  by  two  former  Goldman  Sachs 
partners  took  control  of  a  bankrupt  maker  of  small  appliances.  New  name: 
Sunbeam-Oster,  reflecting  its  principal  consumer  brands 
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ROGER  HALLSTEIN  MAKES  SURE  FIRES  DON'T 
KILL  ANYONE  AFTER  THE  FLAMES  ARE  OUT. 


THERE  WHEN  IT  COUNTS. 


Even  after  being  extinguished, 
fires— especially  industrial  fires- 
can  remain  life  threatening. 
Because  during  a  blaze,  substances 
such  as  mercury,  formaldehyde 
and  acids  used  in  industry  can  be 
released  into  the  air  in  deadly 
concentrations. 


"It's  a  case  of 
what  you  can't 
see  or  smell 
being  able  to 
kill  you,"  warns 
industrial  hygien- 
ist  Dr.  Roger 
Hallstein. 


Dr.  Hallstein,  who  manages  our 
industrial  hygiene  laboratory- 
one  of  the  few  labs  of  its  kind  in 
the  country— heads  up  a  highly 
qualified  team  ready  to  work 
days,  nights  and  weekends.  Using 
state-of-the-art  equipment,  they 
analyze  air  samples  whenever 
necessary.  And  provide  crucial 
data  and  recommendations 
to  deal  with  harmful  or  lethal 
contamination.  In  short,  they 
save  lives. 

Continental  has  a  lot  of  dedi- 
cated people  like  Dr.  Hallstein. 
People  who  are  there  when  it 
counts.  People  who  have  helped 
make  us  a  leading  property/ 
casualty  insurer  and  a  strong, 
solid  company.They're  why,  for 
over  135  years,  we've  met  our 
obligations  to  our  insureds,  our 
employees,  our  distributors  and 
shareholders. 


A  Continental 
Insurance. 
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SELLER 

WORMALD  INTERNATIONAL 

RELIANCE  GROUP  HOLDINGS 

PROVEN  PROPERTIES 

FIRST  PENNSYLVANIA 
BANK  OF  NEW  ENGLAND 

DIVERSIFIED  ENERGIES 

WHEELABRATOR  TECH. 
NORTON 

I.  C.  H. 

GEFFEN  RECORDS 
PHILIPS  INDUSTRIES 
GENERAL  ELECTRIC 
TELECREDIT 

MAXWELL  COMMUNICATIONS 
PEABODY  HOLDING 

MEREDITH  BURDA 
VERMONT  AMERICAN 
SYSTEMATICS 
AMERICAN  CYANAMID 
EQUITABLE  BANCORP. 
AVX 

A&M  RECORDS 


BUYER 

TYCO  LABORATORIES 

WINTERTHUR 

PENNZOIL 

CORESTATES  FINANCIAL 
BANK  OF  TOKYO 

ARKLA 

WASTE  MANAGEMENT 
BAKER  HUGHES 

PRIVATE  GROUP 

MCA 

TOMKINS 
AMAX 
EQUIFAX 
PRIVATE  GROUP 

HANSON 

R.  R.  DONNELLEY  &  SONS 
PRIVATE  GROUP 
ALLTEL 
CLOROX 

MNC  FINANCIAL 
KYOCERA 

POLYGRAM  RECORDS 


PRICE 

;  '.'.ii 
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593 

580 
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510 

504 

487 
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A  U.  S.  maker  of  fire  protection  equipment  acquired  an  Australian  fire 
protection  and  detection  company 

Ex-raider  Saul  Steinberg  sold  the  General  Casualty  unit,  a  Midwestern 
underwriter  of  personal  and  commercial  insurance,  to  a  Swiss  insurer 

The  Houston-based  oil  company  bought  the  51  =:  it  didn't  own  of  an  oil-and- 
gas  property  partnership  it  floated  in  1983 

One  Pennsylvania  bank  bought  another  in  a  stock  swap 

One  more  asset  sale  by  the  troubled  Northeastern  bank,  this  time  of  its 
BancNewEngland  Leasing  Group  to  a  Japanese  bank.  For  other  sales,  see 
Nos.  38,  50,  and  83 

The  big  Louisiana  natural-gas  producer  and  pipeliner  moved  north  by  buying  a 
Minneapolis-based  gas  utility  weakened  by  diversification 

The  biggest  garbage  hauler  increased  its  stake  in  a  Henley  spin-off  to  55% 

The  oilfield  services  company  added  an  abrasives  company's  drilling-products 
unit.  For  Norton's  later  purchase  by  Saint-Gobain,  see  No.  1 1 

Dallas  investors  Hicks,  Muse  &  Co.  joined  management  and  others  to  take 
seven  life  insurance  companies  private.  New  entity:  Life  Partners  Group 

The  entertainment  conglomerate  bought  David  Geffen's  record  company  for 
stock.  When  Matsushita  later  bought  MCA,  Geffen  made  a  bundle 

A  maker  of  industrial  and  construction  components  tried  to  go  private,  but 
ended  up  owned  by  a  British  manufacturer  of  plumbing  and  heating  products 

The  conglomerate  sold  its  Ladd  Petroleum  company  to  an  oil-and-ges  unit  of  a 
natural  resources  firm.  For  a  GE  acquisition,  see  No.  83 

A  West  Coast  credit-card  processor  and  check  authorization  firm  merged  with  a 
Southern  credit-information  company 

As  part  of  its  move  out  of  printing,  the  British  media  conglomerate  sold  a  U.  S. 
graphics  unit  to  Quebecor,  making  the  Canadian  firm  one  of  North  America's 
largest  commercial  printers.  Maxwell  retains  a  20%  equity  stake 

The  first  part  of  the  deal  that  gave  control  of  the  coal  company  to  the  British 
conglomerate,  with  Boeing,  Eastern  Enterprises,  and  Bechtel  Investments  selling 
their  combined  45%.  For  the  rest  of  the  sale,  see  No.  42;  for  other  Hanson 
transactions,  see  Nos.  24  and  55 

The  biggest  U.  S.  printer  bought  the  partnership  between  the  Midwest 
magazine  publisher  and  the  Burda  family  of  Germany 

Emerson  Electric  and  Germany's  Robert  Bosch  bought  a  toolmaker;  for  another 
Emerson  deal,  see  No.  80 

An  independent  phone  company  diversified  by  snapping  up  a  company  that 
provides  software  and  computer  services  to  the  financial  industry 

The  big  name  in  bleach  bought  the  Pine-Sol  and  Combat  lines  when  the 
chemical  company  decided  to  get  out  of  consumer  packaged  goods 

A  merger  of  two  Maryland-based  banks,  made  before  the  ink  really  turned  red, 
forcing  Cleveland  investor  Alfred  Lerner,  its  major  stockholder,  to  take  over 

A  Japanese  manufacturer  of  semiconductor  components  bought  an  American 
maker  of  ceramic  capacitors 

The  recording  company  80%  owned  by  Dutch  electronics  giant  Philips  bought 
an  entertainment  company  from  founders  Herb  Alpert  and  Jerry  Moss 
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Quick,  do  you  know 

the  first  name 
in  microprocessors? 
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LEROY  SOMER 

PACIFICORP 
GAF 

BANK  OF  NEW  ENGLAND 

MIDWEST  ENERGY 
TRUSTCORP 
EXCHANGE  BANCORP 
WES!  POINT-PEPPERELL 

RANK  XEROX 

AMERICAN  MEDICAL  INTL. 

NEWS  CORP. 
CHASE  MANHATTAN 
UNICON  PRODUCING 
LINCOLN  NATIONAL 
IMPERIAL  CHEMICAL  INDS. 

MGMNT.  SCIENCE  AMERICA 
RJR  NABISCO 

GREAT  AMERICAN  BANK 

MARRIOTT 

IMPERIAL  CORP.  OF  AMERICA 
FINANCIAL  SEC.  ASSURANCE 


EMERSON  ELECTRIC 

AMERICAN  TEL.  &  TEL. 
RHONE-POULENC 

GENERAL  ELECTRIC 

IOWA  RESOURCES 
SOCIETY 

ALGEMENE  BANK 
BIDERMANN 

FUJI-XEROX 

CIE  GENERALE  EAUX 

GP  GROUP 
HMC  GROUP 

BURLINGTON  RESOURCES 

PRIVATE  GROUP 

JOHNSON  &  JOHNSON-MERCK 

DUN  &  BRADSTREET 
NESTLE 

WELLS  FARGO 

IMASCO 
WELLS  FARGO 
US  WEST 
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A  manufacturer  of  electrical  products,  looking  to  expand  its  business  on  the 
Continent,  purchased  a  French  maker  of  electric  motors  in  a  two-step  deal;  for 
another  Emerson  deal,  see  No.  74 

The  long-distance  phone  giant  added  the  diversified  utility's  leasing  and 
financing  divisions  to  its  new  credit  operation 

Continuing  its  expansion  into  the  U.  S.,  the  French  chemical  firm  bought  the 
specialty  chemical  business  of  a  privately  held  chemical  company.  For  another 
Rhone-Poulenc  buy,  see  No.  5 

Still  another  asset  sale  by  the  troubled  bank-its  vehicle  fleet-leasing  operations 
in  the  U.  S.  and  Canada.  For  more  Bank  of  New  England  divestitures,  see 
Nos.  38,  50,  and  62;  for  a  GE  sale,  see  No.  69 

Two  Iowa  utilities  merged.  New  name  is  a  merger,  too:  Midwest  Resources 

Looking  to  expand,  a  Cleveland  bank  acquired  a  troubled  Toledo  bank 

A  Dutch  bank  bought  a  Chicago  bank  for  its  Chicago-based  subsidiary 

Chicago  financier  William  Farley,  struggling  to  pay  down  debt  from  his  troubled 
acquisition  of  the  textile  and  apparel  company,  sold  assets,  including  Arrow 
shirts  and  Gold  Toe  socks,  to  a  French  apparel  firm  for  less  than  he  had  hoped 

A  joint  venture  that  markets  Xerox  office  products  abroad  restructured  Asian 
operations  by  selling  Australian  and  East  Asian  units  to  its  own  manufacturing 
and  marketing  joint  venture  with  the  Japanese  photographic-supply  company 

Now  that  he's  bought  out  the  big  hospital  chain,  ex-United  Technologies  CEO 
Harry  Gray  is  divesting  assets,  selling  a  controlling  stake  in  one  of  Britain's 
biggest  hospital  groups  to  a  subsidiary  of  a  French  municipal  services  company 

Rupert  Murdoch's  publishing  empire,  squeezed  for  cash,  sold  its  racy  Star 
supermarket  tabloid  to  the  publisher  of  archrival  National  Enquirer 

As  part  of  its  worldwide  streamlining  effort,  the  big  money-center  bank  sold  its 
British  residential  mortgage  portfolio  to  a  British  mortgage  lender 

The  oil-and-gas  spinoff  of  Burlington  Northern  bought  a  production  joint  venture 
of  Kiewit  and  Texas  Petroleum 

An  insurance  company  sold  its  reinsurance  subsidiary  to  a  group  led  by 
management  and  the  Robert  Bass  group 

A  two-year-old  joint  venture  launched  by  two  medical-pharmaceutical  giants 
that  markets  nonprescription  versions  of  some  Merck  drugs  bought  the  British 
company's  U.  S.  over-the-counter  drug  business 

The  big  information-services  purveyor  bought  a  developer  of  large-scale 
accounting  software  to  add  to  its  own  unit  in  the  field 

Still  chopping  debt,  Kohlberg  Kravis'  landmark  buyout  sold  candy  units 
(including  Baby  Ruth  and  Butterfinger)  to  the  giant  Swiss  food  conglomerate. 
For  another  RJR  sale,  see  No.  17.  For  other  KKR  deals,  see  Nos.  21  and  27 

In  a  deal  to  forestall  takeover  by  Federal  regulators,  a  troubled  Western  thrift 
sold  its  Southern  California  branches  to  a  big  West  Coast  bank.  See  No.  99  for 
another  Wells  Fargo  buy 

The  hospitality  company  says  happy  trails  to  its  Roy  Rogers  fast  food  chain, 
whose  addition  strengthens  the  Hardees  chain  in  the  Northeast 

One  more  credit  card  sale,  this  time  by  a  beleagured  California  thrift  to  a 
stronger  bank.  For  another  tale  of  Wells  Fargo,  see  No.  97 

The  western  telecommunications  giant  continues  to  diversify,  this  time  acquiring 
a  bond  insurer  from  an  international  consortium  of  insurance  companies 
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Time's  up. 


You  scored  perfectly.  Because  Intel  is  the  world's 
leader  in  microprocessor  design  and  development. 
It's  also  the  company  that  introduced  the  first  micro- 
processor. And  when  it  comes  to  investing  money 
into  the  technology,  Intel  is  first  again.  Giving  you 
the  assurance  that  with  an  Intel  microprocessor 
inside  your  c<  >mputer,  you'll  have  the  power  and  a  >m- 
patibility  to  take  you  into  the  future. 


So  if  you  want  all  that  working  ft  >r  y<  >u,  make 
sure  the  386SX,  386  or  486  computer  you  choose  has 
the  first  name  in  microprocessors  inside.  Intel. 

intel 

The  Computer  Inside. 


Intel  486.  Intel  386,  and  Intel  386SX  are  trademarks  of  the  Intel  Corporation.  ©1991  Intel  Corporation  All  rights  reserved 


The  10  largest  deals  initiated  in  1990  but  still  pending,  or  completed  in  the  first  quarter  of  1991. 
The  criteria  for  inclusion  otherwise  are  identical  to  those  in  the  main  list  that  begins  on  page  29 
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COMMENTS 

1 

MCA 

:  MATSUSHITA  ELECTRIC 

i  6594 

The  Japanese  electronics  giant,  best  known  in  the  U.  S.  for  its  Panasonic  brand,  Mi 
acquired  the  entertainment  conglomerate.  The  deal  closed  Jan.  3 

2 

(ONTEl 

j  GTE 

\  6243 

Two  independent  phone  companies  merged.  The  deal  closed  March  14 

3 

INTL.  BUSINESS  MACHINES 

1  PRIVATE  GROUP 

:  1500 

A  group  led  by  Clayton  &  Dubilier  and  management  is  buying  out  the  computer 
giant's  typewriter  and  printer  business.  New  name:  Lexmark 

4 

FUND  AMERICAN 

i  ALLIAN2 

:  lioo 

An  insurance  group  sold  Fireman's  Fund  to  Germany's  biggest  insurance 
company,  which  is  looking  to  expand  into  the  U.  S.  The  deal  closed  Jan.  2 

5 

KANSAS  GAS  &  ELECTRIC 

KANSAS  POWER  S  LIGHT 

:  1036 

After  some  initial  hostility,  two  Midwestern  utilities  agreed  to  merge.  The  deal  is 
subject  to  regulatory  approval 

6 

ITEL 

;  GENERAL  ELECTRIC 

:  825 

To  fund  a  buyback  of  shares,  the  railcar  leasor  sold  off  its  container  leasing  unit 
to  the  conglomerate's  Genstar  unit.  The  deal  closed  Jan.  2 

7 

SOUTHERN 

:  PRIVATE  GROUP 

'■  810 

Florida  Power  &  Light  and  Jacksonville  Electric  Authority  got  together  to  buy  a 
Georgia  Power  generating  plant.  Regulators  must  approve 

8 

GEORGIA-PACIFIC 

:  TENNECO 

:  740 

Selling  assets  to  pay  down  debt  from  the  Great  Northern  Nekoosa  buy,  the 
paper  and  forest  products  giant  sold  timberlands,  container  and  paperboard 
properties  to  a  conglomerate;  the  deal  closed  Jan.  31 

9 

VISTA  CHEMICAL 

:  RWE 

:  590 

A  German  energy  company  agreed  to  acquire  the  Conoco  chemical  spinoff, 
pending  FTC  approval 

10 

ORYX  ENERGY 

I  ATLANTIC  RICHFIELD 

:  588 

The  Los  Angeles-based  oil  giant  bought  the  former  Sun  Exploration's  half 
interest  in  California's  largest  oil  field.  The  deal  closed  Jan.  31 

Data;  M&A  Dala  Base;  ADP/MLR  Publishing  Co .;  Securities  Data  Co.,  IDD  Information  Services;  BW 

The  Top  100  Deals  Alphabetical  List  of  Companies 

4SM  RECORDS  79 

CITICORP  38 

GENERAL  INSTRUMENT  16 

MCI  COMMUNICATIONS  26 

RHONE -POULENC  5,  32 

ACCOR  27 
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Carnegie  Hall  turns  one  hundred  years  old. 
This  entire  season  of  Centennial  Celebration 
has  extended  beyond  the  walls  of  the  coun- 
try's greatest  concert  hall  to  become  part  of  the 
consciousness  of  an  international  family  of  artists 
and  audiences. 

The  past  of  this  hall  alone  would  itself  be 
enough  to  celebrate:  the  century  of  great  perform- 
ers and  performances;  a  tradition  that  has  made  the 
words  ""Carnegie  Hall"  synonymous  not  only  with  great  music,  but  with  the  best 
that  America  has  to  offer,  and  a  beacon  for  all  the  artists  of  the  world. 

We  are  indeed  celebrating  that  one  hundred  years  of  great  artistry — but  w  ith  a 
joy  that  comes  with  the  launching  of  our  second  century;  of  another  era  that  will 
reach  beyond  the  standards  set  by  the  first.  Nurturing  the  continuing  vitality  of 
^nM^irriATi      America's  cultural  touchstone  is  a  declaration  of  faith — faith  in 
the  talent  and  humanity  of  generations  to  come — that  will 
mm    ii  (  #  1    ensure  trie  nature  of  Carnegie  Hall. 
m  \  J^jr'         Please  join  me  in  honoring  the  ageless  tradition  of  greatness 
that  is  Carnegie  Hall...  and  the  greatness  yet  to  come. 


1  8  9  1  -  1  9  9  1 


11  990  CHC 


Isaac:  Stern 
President 
Carnegie  Hall 
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Celebrating  a  Century  of  Carnegie  Hall 


0J 

Carnegie  Hall  is  known 
around  the  world  as 
one  of  the  greatest  of 
all  concert  halls,  as  a 


of  approval  on  a  career. 
Carnegie  is  an  environment  and  an 
experience  that  is  made  up  of  tar  more 
than  just  sitting  in  its  seats  and  drinking 
in  the  beauty  of  the  auditorium  while 
savoring  the  excellence  on  stage.  Even 
those  artists  who  perform  regularly  in 
the  great  overseas  halls  have  a  particular 
fondness  for  New  York's  venerable  con- 
cert venue,  and  note  that  no  other  hall 
captures  Carnegie's  unique  blend  of 
beauty,  enthusiastic  audiences,  and 
exemplary  acoustics,  or  the  feeling  that 
the  hall  is  surrounding  the  per- 
former in  tradition. 

Carnegie  Hall  is  also 
uniquely  American  institu- 
tion: It  has  functioned 
throughout  its  history 
as  a  self-sufficient  fi- 
nancial entity,  without 
the  massive  govern- 
ment subsidies  found 
in  its  European 
counterparts.  Built 
by  a  steel  magnate 
with  the  understand 
ing  that  it,  in  turn,  be 
run  as  a  self-sustain- 
ing business, Carnegie 
Hall  has  managed, 
against  the  most  har 
rowing  odds,  to  maintain 
its  reputation  during  pros 
perous  times  and  bad  times,  in 
the  face  of  glory  and  of  destruc 
tion,  and  still  exude  a  sense  of  perma- 
nence, of  celebration,  of  living  history. 
As  Isaac  Stern — without  whom  there 
would  be  no  ('arnegie  Hall  today — is 
fond  of  saying,  when  he  plays  on  this,  his 
favorite  stage,  his  sound  is  being  added  to 
the  sounds  of  all  die  legends  diat  preceded 
him  in  the  hall's  historv. 


above:  Andrew  Carnegie  built  bis  hall  to 
"stand  for  ages. "  Riam:  At  the  gala  reopening 
on  Dec.  75,  1986  ,  the  hall  was  shown  in  all  its 
restored  old  world  splendor. 
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The  history  of  Carnegie  Hall  is  also 
the  history  of  America's  cultural  life 
from  the  Gilded  Age  to  the  present,  and 
of  the  people  and  institutions  that 
underwrote  that  history.  Throughout 
the  100  years  it  has  weathered,  which 
include  two  serious  threats  of  destruc- 
tion (the  second  very  nearly  accom- 
plished), this  remarkable  building  has 
been  the  haven  for  excellence;  the  forum 
for  the  promulgation  of  ideas;  the  cele- 
brant of  the  new;  and  the  benevolent 
guardian  of  the  legendary.  And  because 
of  close  to  170  artists'  studios  that  make 
up  the  Carnegie  complex,  all  the  arts, 
visual,  and  performing,  have  been  repre- 
sented, either  on  stage  or  somewhere  in 
the  beehive  of  units.  In  these  studios, 
Charles  Dana  Gibson  of  the  tamed 
Gibson  Girls,  labored,  as  did 
the  noted  American  impres- 
sionist Childe  Hassam. 
Agnes  de  Mille  created 
her  epochal  dances  for 
"Oklahoma"  some- 
where above  the  ceil- 
ing of  Carnegie's 
main  auditorium  and 
Martha  Graham  for- 
mulated the  founda- 
tion of  her  prece- 
dent-shaking stvle. 


Plie  lust  OPT  of 


■_  arnegie 


is 


also  tlie  history 
of  Aiiipriras 
cul  t  ural  life. 


Teachers  ot  voice,  piano,  violin,  an| 
dance  have  held  forth  here  from  ri 
time  the  studios  were  built.  The  Amer 
can  Academy  for  the  Dramatic  Arts  als| 
resided  above  the  roof  line  as  well  as 
the  basement  theater  that  is  now  tl 
Carnegie  Hall  Cinema,  through  195z 
Among  the  list  of  illustrious  alumni  at 
Hume  Cronyn,  Anne  Bancroft,  Ro; 
alind  Russell,  Ruth  Gordon,  Spencc 
Tracy,  and  Lauren  Bacall. 

At  the  ground-breaking  ceremonie 
Carnegie  himself  stated  that  the  hall 
built  to  stand  for  ages,  and  during  thes 
ages  it  is  probable  that  this  hall  wi 
intertwine  itself  with  the  history  of  ou 
country."  As  this  hall  embarks  on  its  sec 
ond  century  of  existence,  it  is  wort 
noting  that  finally,  in  1991,  Andrex 
Carnegie's  Music  Hall  (as  it  was  first 
albeit  briefly,  known  |  is  on  the  sort  oB 
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YOU'LL  BE  IMPRESSED  BY  THE  SOUNB 
OF  OUR  FINELY  TUNED  INSTRUMENTS. 


When  it  comes  to  the  quality  of  sound,  Motorola  quality  really 
comes  through. 

We're  out  to  build  the  very  best  you  can  buy  Our  line  of  personal, 
portable,  transportable  and  mobile  cellular  phones  is  put  together 
to  stay  together 

So  when  you're  choosing  a  cellular  phone,  go  with  the  line  that 
delivers  the  quality  as  well  as  the  selection.  The  name  that 
guarantees  one  great 
performance  after 
another.  The  way  we  put  them  together  sets  us  apart. 
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secure  financial  tooting  it  has  sought 
from  the  beginning,  a  security  that  will 
ensure    its    continued    activity  and 
longevity.  Carnegie  has  evolved  from 
one  of  the  most  celebrated  rental 
houses  in  the  world  to  become  an 
institution  proud  of  its  heritage 
and  firmly  committed  to  ensuring 
a  future  heritage,  and  a  future 
audience  for  that  heritage. 

Carnegie  Hall  has  survived 
the  too-tangible  threat  of  demoli- 
tion in  1^60.  and  has  become  its 
own  production  facility,  present 
ing  over  100  events  annually  on 
both  the  mam  static  and  the  Weill 


■  brouaht  back  to  a  near-original  appearance  for  the  reopening. 

Recital  Hall  under  the  title  "Carnegie 
Hall  Presents" — events  that  are  carefully 
chosen  for  musical  and  artistic  diversity, 
ev  ents  that  are  often  at  least  suggested,  it 


not  altogether  instigated,  by  Carnegij 
artistic  team.  The  subscription  base 
these  events  has  grown  dramatically, 
remains  loyal  and  strong.  The  hall 
evolved  from  an  ad  hoc  artistic  entity 
one  with  a  well-honed  administratic 
with  a  thriving  and  unusually  actil 
board  culled  from  all  w  alks  of  busine 
and  artistic  life,  one  that  has  workJ 
hard  to  generate  and  sustain  a  high  lev 
of  corporate  and  priv  ate  underwrit 
No  longer  is  its  story  just  that  of 
performers  on  stage.  Now  it  is  the  stol 
of  those  off  stage  as  well — of  Carnes 
Hall  President  Isaac  Stern  and  Chairm^ 
of  the  Board  James  D.  Wolfensol 
without  whom  Carnegie  could  not 
what  it  is  today;  of  so  many  individi 
board  members,  some  of  whom  shall 
heard  from  here;  of  all  the  people  wl 
hav  e  contributed  so  much  in  time,  mo^ 
ev.  effort,  and  sheer  numbers  of  hoi 
to  get  this  dream  launched  and 
ensure  its  existence  well  into  the  ne^ 
century  and  beyond. 

As  will  be  shown,  Carnegie  Hall  is | 
national  institution  and  treasure, 
embodiment  of  America's  artistic  sta 
dards  in  all  avenues  of  the  perforr 
arts,  from  the  loftiest  classical  soloists, 
the  most  electrifying  of  jazz  and  popula1 
artists,  from  Stern  to  Sinatra,  Jasc 
Heifetz  to  Billie  Holiday,  Van  Clibum 
the  Clancy  Brothers,  Leontyne  Price 
Edith  Piaf,  Benny  Goodman  to  Juc 
Garland  and  Amelita  Galli-Curci.  It  ha 
been  a  struggle,  and  the  future  offers  n| 
guarantees,  but  as  James  Wolfensohj 
observes,  "I  think  that  Carnegie  hi 
won  a  real  place  in  the  hearts  of  tl 
music  lov  er,  and  I  think  objectively  wha^ 
we've  done  in  the  last  10  or  15  years 
to  rirmlv  re-establish  Carnegie  as  a  placl 
of  the  greatest  distinction." 


Hit  list  of  extraordinary  artists  whose  legendary  performances  bare  added  lustre  to  tiic  history  of  Carnegie 
Hall  represents  tiie  best  from  all  walks  of  artistic  life.  LEFT  TO  RIGHT:  Editii  Piaf  Frank  Sinatra,  Leontjnt 
Price.  .-Lanes  de  Mi  He.  and  Van  Clibum. 
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Building  Carnegie  Hall 


Harper's  Weekly  offered  its  readers  this  view  of  patrons  displaying  their  regalia  as  they  leave  the 
old  Metropolitan  Opera  House  after  a  performance  in  1890. 


When  Andrew  Carnegie 
agreed  to  build  a  concert 
hall  in  New  York  City  to 
house  his  new  friend 
Walter  Damrosch's  New 
York  Oratorio  Society,  a 
turning  point  was  being  reached  in  the 
city's  cultural  and  social  history. 

The  immediate  reason  for  the  hall 
was  the  lack  of  a  facility  dedicated  to 
orchestral  concerts.  There  were  plenty 
of  recital  halls:  Steinway  &  Sons  and 
Chickering  Hall  had  their  own  halls  for 
their  own  artists.  Yet  when  Leopold 
Damrosch,  Walter's  father,  founded  the 


IS/ A. 


MnG 


never  pay. 

nam  ^tesmway  in 
tlie  Musical  Courier 


New  York  Oratorio  Society  (and  later  the 
Symphony  Society  of  New  York),  they 
had  to  rehearse  and  perform  in  the 
Knabe  Piano  showrooms,  hardly  an  ade- 
quate facility  for  what  became  a  com- 
bined performing  ensemble  of  some 
120-140  people. 

As  for  large  facilities,  by  1890,  New 
York  boasted  two  opera  houses — the 


venerable  but  aging  Academy  of  Music 
on  Fourteenth  Street,  opened  in  1854, 
and  the  upstart  Metropolitan  Opera  at 
Broadway  and  Thirty  Ninth,  built  in 
1883.  The  Met  quickly  became  the  con- 
cert hall  of  choice  for  such  non-operatic 
institutions  as  the  New  York  Philhar- 
monic, but  availability  was  a  persistent 
problem  though  it  should  be  noted  that 
the  Philharmonic,  made  up  most- 
ly of  Broadway  pit  musicians, 
only  played  about  six  con- 
certs a  year  in  those  days. 

The  first  real  concert 
venue  in  New  York 
was  on  the  tip  of  Man- 
hattan at  the  Castle 
Carden  (where,  in 
1850,  P.  T.  Barnum 
presented  Jenny  Lind 
in  an  unprecedent- 
ed concert  that 
drew  equally  unprec- 
edented crowds),  and 
it  had  crept  upward 
over  the  years.  By  1880 
the  musical  hub  of  New 
York  —  the  Academy  of 
Music,  Steinway  and 
Chickering  Halls — was 
in  fact  the  hub  of  New  York  itself.  The 
principal  shopping  district  was  nearby, 
and  the  Hotel  St.  Denis  at  10th  and 
Broadway  billed  itself  as  "The  most  cen- 
tral hotel  in  the  city." 


Walter  Damrosch 


In  1880,  the  factions  within  th 
Academy's  social  set  had  split  wide  ope 
over  the  question  of  the  availability 
boxes.  The  new  money  moved  nort 
ward  to  Thirty  Ninth  Street,  and  eve 
tually  built  themselves  the  old  Met. 
about  the  same  time,  the  theater  distric 
was  beginning  to  creep  north  of  Forti 
eth  Street,  but  not  far.  The  Fifties  wer 
suburbia,  and  an  area  the  ultra-affluen 
had  staked  out  as  their  own,  Fiftl 
Avenue,  became  the  shov/case  of  th 
rich.  House  after  palatial  house  was  buil 
in  the  relative  openness  and  peace  of  th 
East  Side. 

Many  asked  why  Andrew  Carnegi 
would  choose  Fifty  Seventh  Street  as  th< 
site  of  his  new  hall,  but  he  had  his  pre 
scient  reasons.  He  wanted  his  Musi 
Hall  on  a  wide  thoroughfare  and  Fift' 
Seventh  was  one  of  the  last  in  the  city.  I 
was  as  yet  relatively  rural,  but  he  felt  tha 
with  so  important  a  structure  to  lun 
people  uptown,  it  would  eventuall; 
impel  urban  development,  and  move  th 
center  of  the  city  northward. 

Nevertheless,  many  downtowner 
said  no  one  would  ever  travel  so  fa 
to  hear  music.  Still  others  said  that  Nev 
York  could  not  support  a  hall  devotee 
exclusively  to  concerts,  that  the 
orchestras  in  town — the  Phil 
harmonic  and  the  Sympho 
ny  Society — did  not  offe 
enough  concerts  be 
tween  them  to  begir 
to  guarantee  any  son 
of   steady  income 
for  the  hall.  Willian 
Steinway,  in  the  Mu 
sical  Courier  (Marcl 
20, 1899)  stated  cat 
egorically:  "Mr.  Car 
negie's  hall  will  nevei 
pay."  He  noted  thai 
to  push  up  the  numbei 
of  Philharmonic  con 
certs  to  12  was  courting 
financial   disaster.  "The 
Public,"  he  goes  on  tc 
note,  "can  only  stand  a 
certain  amount  of  this  sort  of  music 
As  to  educating  the  masses  to  a  pocket 
appreciation  of  high-class  music,  that 
cannot  be  de>ne  to  such  an  extent  as  to 
encourage  unendowed  enterprise  to  gc 
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AFTER  20  YEARS,  WE'VE  MADE  OUR 
MARK  ON  THE  U.S. 

In  1971,  Credit  Lyonnais  opened  its  doors  in  New  York.  In  the  years  since, 
we've  demonstrated  our  long-term  commitment  to  the  U.S.— opening 
offices  nationwide,  expanding  our  base  of  solid  client  relationships, 
responding  with  creative  answers  to  changing  corporate  needs.  And  in 
1991  we'll  mark  our  20th  anniversary  by  moving  to  our  new  U.S. 
headquarters  in  New  York.  We're  not  just  marking  time. 


CREDIT  LYONNAIS 


NEW  YORK  •  CHICAGO  •  LOS  ANGELES  •  HOUSTON  •  SAN  FRANCISCO  •  ATLANTA  •  MIAMI  •  DALLAS  •  BOSTON 


into  business."  Charles  Chickering,  in 
the  same  issue,  added  more  fuel  to  the 
fire.  "First-class  concerts  have  always 
gone  a-begging  in  Chickering  Hall,  with 
a  seating  capacity  of  1,500....  Music 
Halls  in  this  town  can't  be  made  to  pay." 

Undeterred,  Carnegie  settled  on  a 
vacant  lot  on  the  corner  of  Seventh  and 
Fifty  Seventh,  hemmed  in  by  the  Henry 
Elias  Brewery  and  Saloon  on  one  side 
and  a  riding  stable  on  the  other.  The  lot 
was,  in  fact,  what  was  left  of  Heilbrun 


Tlie  centerpiece 
of  tins  proposed 
lb  nil  Ming  woul'd 
Hue  tlie  main  liall 
to  seat  28' 


Farm,  on  the  edge  of  Goat  Hill.  Diago- 
nally across  Fifty  Seventh  Street — as  yet 
unpaved — in  splendid  isolation,  stood  an 
imposing  new  apartment  house,  the 
Osborne,  built  in  1886  and  still  a  resi- 
dence today. 

Carnegie  had  known  Walter  Dam- 
rosch  slightly  because  he  admired 
the  work  of  the  Oratorio  Society,  which 
had  been  founded  by  Damrosch's  father, 
Leopold,  in  1873.  The  bachelor  mil- 
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lionaire  admired  even  more 
a  young  soprano  in  that 
chorale,  Louise  Whit- 
field, whom  he  court- 
ed for  six  years  and 
finally  married  in  the 
spring  of  1887.  He 
was  52  years  old;  she 
was  30.  The  honey- 
mooners  traveled  on 
the  same  Europe- 
lie  uiikI  ship  as  Dam 
rosch,  who  was  on 
his  way  to  a  sum- 
mer's worth  of  les- 
sons with  the  great 
pianist  and  conductor 
Hans  von  Biilow.  They 
all  became  good  friends 
Carnegie  invited  Damrosch 
to  return  by  way  of 
Scotland  where  he  was 
renting  a  castle  for  the 
summer,  and  it  was  dur- 
ing that  stay  that  the 
plans  for  a  new  music 
hall  were  discussed  in 
earnest. 

On  Carnegie's  re- 
turn to  New  York,  he 
established  the  Music 
Hall  Company  of  New 
York,  Ltd.,  hired  the 
architect  William  Bur- 
net Tuthill,  also  a  mem- 
ber of  the  Oratorio  Society,  and  set  the 
project  in  motion.  The  centerpiece  of 
the  proposed  building  would  be  the 
main  hall,  to  seat  some  2,800  people, 
with  three  other  performance  spaces  to 
serve  various  other  needs:  A  1,200  seat 
Recital  Hall  in  the  basement,  a  450-seat 
Chamber  Music  Hall  on  the  same  level 
as  the  second  tier,  and  a  still  smaller 
space,  the  Chapter  Room,  above  it. 
Tuthill,  w  ho  was  paid  SS5,000  for  his 
services  ($570,850  today),  scoured  the 
halls  of  Europe  and  sent  out  countless 
questionnaires  to  try  to  determine  what 
might  be  the  best  configuration  to 
ensure  good  acoustics — then,  as  today,  a 
surprisingly  imprecise  science.  Carnegie 
was  willing  to  underwrite  the  costs  of 


Tuthill  A  rove  and  Tchaikovsky 


building  and  furnishing  th< 
hall  (in  all,  he  would  finall1 
dole  out  $2  million,  o 
$32.6  million  in  today' 
currency),  but  he  wa 
deaf  to  the  idea  tha 
any  sort  of  endowmen 
might   be   wise  anc 
necessary.  This  was  ; 
presiding  philosophy 
that  was  to  be  contin 
ued,  with  near  catas 
trophic  results,  righ 
up  to  the  Hall's  neat 
demise   in    1960.  Its 
roots  are  well  explained 
by  Eric  Clarke,  in  Music 
in  Everyday  Life:  "Carnegie 
Hall  was  no  philanthropy 
it  was  a  business  venture 
far-seeing,  perhaps,  yet 
designed  to  pay  its  own 
way.  At  that  time  of  his 
[Carnegie's]  life,  he  felt, 
as  so  may  other  magnates 
have  felt,  that  one  essen 
tial  proof  of  a  public  need 
is  public  support;  that  a 
city  should  not  be  ahead 
of  its  citizens;  that  if  they 
really  want  an  extension 
of  their  artistic  and  cul- 
tural lives,  they  must  sig- 
nify their  want  by  their 
patronage...   if  cultural 
activities,  such  as  choral  societies  and 
orchestras,  must  operate  at  a  deficit,  all 
such  deficits  must  be  met  currently  by 
those  who  enjoyed  or  benefitted  by  the 
activities,  otherwise  people  would  take 
their  blessings  for  granted,  fathers  would 
be  relieving  their  sons  of  their  rightful 
burdens,   inherited   securities  would 
breed  sloth,  and  the  organizations,  hav- 
ing no  longer  to  attract  and  satisfy  the 
public  wants,  would  lose  touch  with 
their  public,  tend  to  grow  careless,  and 
finally  fall  asleep." 

The  land  on  which  the  hall  stands 
was  mortgaged  for  $300,000  ($4.9  mil- 
lion today).  Tuthill's  plan  called  for  the 
Guastavino  method  of  construction 
using  concrete  and  masonry  rather  than 
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LEFT:  Logo  for  the  Musical  Courier, 
which  devoted  much  space  to  the  new 
hall,  far  left:  the  poster  announc- 
ing the  opening  festival  of  concerts. 
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steel  support  beams.  The  building  was 
one  of  the  Hrst  fully  fire  proof  structures 
in  New  York,  and  the  4 -foot -thick  walls 
made    for   superior   soundproofing — 
important  once  the  studio 
buildings  had  been  added  on. 
(One  studio  still  houses  an 
organ  installed  around  1900 
by  the  St.  Patrick  Cathedral 
organist  Pietro  Von. ) 

For  the  HalPs  opening,  a 
grand  series  ot  gala  concerts 
had   been    arranged,  and 
Andrew  Carnegie  himself 
decided  to  invite  Peter 
Ilvich  Tchaikovsky  to  the 
United  States  to  be  a  part 
of  them.  The  composer 
came,  looking  far  older 
than  his  SI  years,  but  he 
triumphed  in  his  way, 
conducting  his  "Marche 
Solennelle,"  and  Piano  Concerto 
on  different  programs.  He  rather  en- 
joyed himself  when  his  acute  melancho- 
lia would  let  up  sufficiently  for  him  really 
to  observe  and  appreciate  this  energetic, 
candid,  welcoming  new  land. 

The  official  opening  w  as  slated  for 
May  5,  1891,  but  several  w  eeks  of  con- 
certs preceded  the  event,  all  in  the 
Recital  Hall  where  such  virtuosos  as 
Arthur  Friedheim  had  to  endure  the 
sounds  of  hammering  and  construction. 
(  rews  worked  right  up  to  the  last 
minute.  The  hall  w  as  favorably  received 
by  public  and  press  alike.  The  New  York 
World  went  so  far  as  to  quip:  "As  a  fash- 
ionable resort  it  is  a  success.  As  a  display 
of  gowns  its  advantages  are  greater  than 
those  of  the  Metropolitan  Opera 
House."  Truly,  the  configuration  of  four 
tiers  with  balconies  receding  sequentially 
up  the  side  w  alls,  allowed  tor  an  airy  visi- 
bility to  the  two  tiers  of  boxes  especially. 
The  hall  was  commended  aesthetically  as 
well  as  for  the  superb  sightlines  from  just 
about  every  seat.  By  comparison,  the  old 
Met  had  over  600  seats  with  limited  or 
no  visibility.  Interestingly  enough, 
Tuthill  looked  out  and  up  opening  night 
to  the  fully-occupied  balcony,  supported 
by  eight  slender  steel  columns.  He  pan 
icked,  and  rushed  home  mid-concert  to 
spend  the  rest  of  the  night  going  over 
his  calculations  to  be  sure  the  stress  fac- 
tors were  correct.  They  were! 

Shortly  after  the  hall  was  opened,  it 
became  clear  that  unless  some  means  of 
income    was    provided    other  than 
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rentals — which  were,  as  predicted  by  the 
naysayers,  not  sufficient  to  the  task  of 
sustaining  the  hall — Carnegie's  Music 
Hall  would  not  survive  the  decade.  At 
this  point,  Howard  Russell  Butler  an- 
nounced that  he  was 
going  to  build  the 
Art  Student's  Ixague 
next  to  the  Osborne 
on    Fifty  Seventh 
Street.  Carnegie  tried 
to  persuade  him  to 
consider  building  the 
space  on  the  roof  of  his 
hall.  Butler  refused,  but 
came  on  to  the  board  as 
president,  and  hired  the 
architect  of  the  Art  Stu- 
dents League,  Henry  J. 
Hardenbergh  (not  Tuthill 
as    has   always   been  as- 
sumed), to  design  first  the 
rear  building  (LX94)  where 
the  recendy  acquired  Brewery 
and  then  the  lateral  tower 
the   floor  of  studios  that 
replaced  the  halfs  mansard  roof. 

In  1896  the  American  Academy  for 
the  Dramatic  Arts  took  up  residency  in 
Carnegie  Hall,  as  the  place  was  finally  re- 
named by  Trustee  decree.  (The  term 
Music  Hall  had  not  gone  over  very  well 
in  Europe,  where  it  indicated  a 
vaudeville  or  variety  house  rather  than  a 
serious  temple  of  art.)  The  old  Recital 


had  stood, 
(1896)  and 


Hall  was  given  the  name  Lyceum  a 
remained  a  theater  through  the  195 
when  it  was  finally  converted  to  a  mo 
house.  The  Chamber  Music  Hall  b 
came  the  Recital  Hall.  Teachers  of 
varieties,  artists,  photographers,  at 
other  craftsmen  took  up  residence 
the  studios. 

In  the  summer  of  1892,  the  Met  w 
gutted  by  fire,  so  the  Philharmon 
moved  permanently  to  Carnegie,  beg 
ning  an  uneasy  relationship  that  w 
finally  ended  in  1962  when  Philharmo 
ic  (now  Avery  Fisher)  Hall  opened 
Lincoln  Center.  During  those  70  year 
many  new  concert  halls  were  propose 
but  only  one  really  came  to  fruitio 
albeit  briefly:  In  1909,  a  theater  kno 
first  as  the  New,  then  as  the  Centur 
opened  at  Sixty  Third  Street  and  Centr 
Park  West  as  a  dramatic  house.  Its  fatal 
flawed  acoustics  made  it  impossible  as 
play  house,  so  its  management  tried 
transform  it  into  a  concert  hall.  Darn 
rosch  and  the  New  York  Symphon 
actually  gave  a  few  concerts  there — bt 
to  no  avail.  Carnegie  remained  the  lon|| 
large  concert  hall  in  New  York. 


■4^ 


above:  Mrs.  Carnegie  used  the  commemoraw 
tive  trowel  at  the  laying  of  the  cornerstone,  I 
May  15,  Z.S'W.  TOP  left:  Carnegie  Hall 
as  it  appeared  in  1Q07. 
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There's  A  Better  Way  To 
Choose  Group  Benefits. 
The  Guardian. 

Making  mistakes  may  be  part  of  growing 
up,  but  now  you  have  to  base  your  deci- 
sions on  hard  facts.  That's  the  only  way  to 
choose  the  nght  employee  benefits  plan. 
The  error  you  make  today  could  cost  you 
tomorrow.  You'll  struggle  for  the  hassle- 
free  service  you  need,  and  regret  selecting  a 
carrier  on  first-year  premiums  alone. 
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The  Guardian  for  flexible  plan  designs 
quick  claim  service,  and  financial  strength 
and  stability.  In  fact,  The  Guardian  Sot 
of  only  a  handful  of  life  companies  that 
have  earned  both  Standard  &  Poor's 
and  Moody's  highest  ratings.  We  were 
evaluated  on  our  "claims-paying  ability" 
—the  financial  power  to  meet  our 
future  obligations. 

Make  The  Intelligent  Choice 

Learn  more  about  our  fine  Group  products- 
Life  Long  and  Short  Term  Disability 

?tTL^aJn  Medica1'  Manaeed  Health 
Care,  and  Alternative  Funding.  And  learn 
more  about  The  Guardian's  Life  Insurance 
Income  Protection,  Equity  Products*  or 
Asset  Management* 

Call  1-800-662-1006. 
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1895.  That  was  then. 


Working  in  a  small  laboratory  Wilhelm  Roentgen  made  the  world's  first  x-ray 
images.  Working  with  him,  Siemens  patented  and  manufactured  its  first  x-ray  tubes 
in  1896. 
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1991.  This  is  now. 


This  modern  magnetic  resonance  image  lets  doctors  see  into  the  human  body  more 
clearly  than  ever  before.  It  is  a  product  of  years  of  Siemens  investment  in  research  and 
development.  Happily  you  don't  have  to  be  a  scientist  to  appreciate  the  results.  Doctors, 
hospitals  and  clinics  throughout  America  are  giving  their  patients  better  care  because  of 
Siemens  advances  in  many  forms  of  diagnostic  imaging,  including  ultrasound,  magnetic 
resonance,  nuclear  imaging  and  computed  tomography  And  that's  the  kind  of  result  we 
can  all  feel  good  about.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '90  Box  8003M,  Trenton,  New  Jersey  08650 
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Highlights  of  the  First  100  Years 


From  the 
beginning, 
excellence 
has  been  the 
theme  and 
calling  card 
of  Carnegie  Hall  appearances. 
Throughout  its  1 00  years,  a  leg- 
end has  either  been  thoroughly 
established  or  else  re-crowned 
thanks  to  memorable  perfor- 
mances here,  be  that  legend 
Jascha  Heifetz,  Vladimir 
Horowitz,  Isaac  Stern,  Judy 
Garland,  Van  Cliburn,  Harry 
Belatonte,  or  Marian  Anderson. 

In  trying  to  make  some  sense  in  a 
brief  space  of  all  that  has  occurred  on 
this  stage,  it  is  worth  hearing  first  from 
James  Wolfensohn, who,  apart  from  Isaac 
Stern,  is  probably  the  most  articulate 
person  on  the  subject  of  Carnegie  Hall. 
He  is  exceptional  in  that,  unlike  Stern, 
music  is  his  avocation  ( his  instrument  is 
the  cello  i,  and  investment  banking  his 
vocation  (he  is  president  of  James  D. 
Wolfensohn,  Inc.).  Here  is  what  he  has 
to  say  about  what  makes  Carnegie  Hall 
unique:  "Everything  in  a  performing 
arts  institution  begins  and  ends  with 
what  goes  on  on  stage.  All  the  rest  is 
supportive,  and  related  to  getting  the 
thing  going  on  stage.  Administrative 
reorganizations  and  marketing  cam- 
paigns, fund  raising  campaigns,  and 
everything  else  all  have  only  one  objec- 
tive, w  hich  is  to  get  the  best  on  the 
stage.  And  I  think  Carnegie  in  the  last 
100  years — in  everything  from  classical 
music  to  pop  to  jazz,  to  lectures — has 
done  that  about  as  well  as  anything  can 
be  done.  If  you  think  of  Booker  T. 
Washington  in  1906  sitting  on  the  stage 
with  Mark  Twain  and  speaking  to  an 
integrated  audience,  you've  got  to 
say  that  it's  a  wonderful  thing  that 
Carnegie  Hall  has  been  a  part  of.  If 
you  think  through  the  musical  histo- 
ry, whether  it  be  Toscanini  or  the 
Beatles,  we've  been  there  when  it 
happened.  With  Tchaikovsky  open- 
ing it,  Leonard  Bernstein  having  his 
career  start  there,  right  down  to 
today  with  new  young  artists  and 
modern  w  orks,  many  of  which  have 
been  premiered  there,  Carnegie, 
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Rallies  and  fund-raisers  featured  the  likes  of 
Mark  Twain  (seated)  and  Booker  T.  Washington 
(standing)  in  1906.  Theodore  Roosevelt,  and 
even  a  peace  conference  sponsored  by  Andrew 
Carnegie. 


Carnegie  was 
home  to  a  grand 
array  of  artists 
from  Isadora 
Duncan  to 
Marian 
Anderson,  to 
Ignace  Jan 
Paderewski. 
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despite  its  age,  has  been  at 
forefront  of  classical  mus^ 
and  of  many  other  forms 
performing  arts." 

Where  does  one  beg 
when  discussing  a  century 
legendary  performances  ar 
events?  Probably  with  Igna 
Jan  Paderewski's  debut 
November,  1891.  It  create 
such  a  furor  that  a  mystiqi 
was  instandy  established  abo 
the  new  hall:  A  big  success 
Mr.  Carnegie's  music  temp 
could  capture  a  nation 
music-lovers. 
The  list  of  musicians,  literary  figure 
politicians,  and  dancers  who  have  mac 
history  in  Carnegie  Hall  is,  for  all  inter 
and  purposes,  the  list  of  the  great  artist 
and,  in  many  cases,  social  figures  in  oi 
history  and  the  world's  for  the  last  1C 
years  —  that  historical  intertwinii 
Andrew  Carnegie  foresaw  in  his  remar 
that  at  the  cornerstone  ceremonies.  Wh 
set  Carnegie  Hall  apart  almost  from  d 
beginning  was  its  refusal  to  be  doctr 
naire  in  who  had  access  to  the  stag 
Institutions  such  as  the  Metropolita 
Opera  were  dominated  by  the  insul 
high-society  set.  So  where  the  Mi 
barred  Richard  Strauss's  "Salome"  ft 
over  40  years  for  being  licentiou 
Carnegie  Hall  saw  the  then-shockir 
dancing  of  Isadora  Duncan  on  sever 
occasions  beginning  in  1910.  Where  tl 
Met  refused  to  recognize  the  accor 
plishments  of  black  singers  until  195: 
Carnegie  audiences  heard  Sissieret 
Jones  (billed  as  "the  black  Patti") 
1892,  and  welcomed  such  exception 
artists  as  contralto  Marian  Andersc 
(who  would,  in  1955,  break  the  Met 
racial  barriers),  tenor  Roland  Hayes, 
baritone  Paul  Robeson  as  early  as  1924. 

Great  music  was  heard  here,  an 
great  artists,  some  debuting,  some  sa; 
ing  farewell.  There  was  even  one  or 
stage  death,  in  1951,  the  noted  piani 
Simon  Barere  during  a  performance  ( 
the  Grieg  Piano  Concerto.  Politiciar 
and  social  agitators  were  granted  a  hea.^ 
ing.  Theodore  Roosevelt  gave  whs 
many  believe  to  be  the  finest  speech  el 
his  life  on  stage  in  1912  at  a  politic^ 
continued  on  page 
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rally;  he  would  lose  the  subsequent 
election  to  Woodrow  Wilson,  who 
seven  years  later,  would  use  the  same 
stage  to  present  to  an  expectant 
American  public  the  fundamentals 
of  the  newly  signed  Treaty  of  Ver- 
sailles that  concluded  the  First 
World  War.  A  young  war  corre- 
spondent named  Winston  Churchi 
came  to  Carnegie  to  discuss  his  first 
hand  views  of  the  Boer  War. 

Suffragettes  Emmeline  Pankhurst 
and  Margaret  Sanger  lectured  from  the 
great  stage.  Orators  came  to  the  hall  to 
air  their  views;  among  the  most  notable, 
Bertrand  Russell,  Albert  Einstein, 
Eugene  Debs,  Herbert  Hoover, 
Clarence  Darrow,  Will  Rogers.  The 
great  Sarah  Bernhardt  recited  on  a  pro- 
gram with  the  New  York  Symphony. 
Sir  Rabindranath  Tagore,  Langston 
Hughes,  Maurice  Maeterlinck,  Ogden 
Nash,  and  William  Butler  Yeats  are  but 
a  few  of  the  literary  figures  who  spoke 
here.  Sir  Arthur  Conan  Doyle  gave  a 
series  of  lectures,  not  on  Sherlock 
Holmes,  but  rather  on  the  subject  of 
spiritualism,  to  which  he  had  become  a 
recent  convert.  Graduation  exercises, 
rallies,  electric-light  shows,  early 
movies,  travelogues,  it  all  happened 
at  Carnegie  Hall. 

Even  religion  has  been  a 
regular  part  of  the  activities 
here,  from  such  one-time  events 
as  the  showing  of  a  movie  "A 
Day  in  the  Life  of  Pope  Leo 
XII"  in  1898,  to  the  39  years  of 
services  (1910-1949)  of  Rabbi 
Stephen  S.  Wise's  Free  Syna- 
gogue. In  fact,  his  funeral  was 
the  second  to  be  held  on  the 
Carnegie  Hall  stage.  The  first 
was  in  1946,  for  union  leader 
and  CIO  co-founder  Sidney 
Hillman.  More  recently,  there 
was  Sol  Hurok's  in  1974,  at 
which  the  most  eloquent  tribute 
came  from  Isaac  Stern,  who 
played  Bach  standing  next  to 
the  flower-draped  coffin. 

From  Paderewski's  wildly  received 
debut  on,  the  audiences  have  played  as 
much  a  part  in  Carnegie's  mystique  as 
have  the  artists.  It  is  the  thrilling  sym- 
biosis that  can  happen  only  in  the  great- 
est halls,  where  focus  is  exclusively  on 
the  artist,  in  top  .'orm,  communicating 
to  an  audience,  and  reacting  to  that  spe- 


Gustav  Mahler  left  and 
Arturo  Toscanini  TOP 
both  beaded  the  New 
York  Philharmonic. 
ABOVE:  Aaron  Copland 
spent  his  75th  birthday 
conducting  at  Carnegie. 


ABOVE:  Leonard 
Bernstein  just  after  his 
Philharmonic  debut  in 
1943.  left:  Tehudi 
Mcnuhin  was  11  at  his 
debut  in  1927. 


cial,  unique  gathering. 

Carnegie's  musical  history  is  rich  ai 
diverse.  For  the  sake  of  expediency,  tl 
following  highlights  are  broken  dov 
into  a  limited  number  of  necessari 
broad  categories. 

CONDUCTORS  AND 
COMPOSERS 

Tchaikovsky  was  the  first  compos 
to  conduct  his  own  music  at  Carneg 
Hall.  Damrosch  was  the  first  conduct 
to  mount  the  podium  there.  But  it  w 
his  rival  organization,  the  New  Yo 
Philharmonic,  that  attracted  some 
history's  most  prominent  conductor 
beginning  with  Gustav  Mahler  (19C 
-1910).  Mahler  was  not  the  first  not 
worthy  composer/conductor  to  lead  d 
Philharmonic:  Richard  Strauss  bowe 
with  the  United  States  premiere  of  h 
"Sinfonia  Domestica"  in  1904.  The  li 
of  legendary  conductors  to  share  n 
sponsibilities  with  this  orchestra  includ 
Willem  Mengelberg,  Wilhelm  Furtwai 
gler,  Bruno  Walter,  and  of  cours 
Arturo  Toscanini,  whose  Philharmon 
years  were  among  the  most  acclaime 
and  noteworthy  in  the  institution's  hi 
tory.  The  guest  list  is  equally  distil 
guished:  Among  those  names  are  Eric 
KJeiber,  Otto  Klemperer,  Fritz  Reinc 
Eugene  Ormandy,  and  in  195 

P Herbert  von  Karajan,  wh 
would  soon  thereafter  sta 
bringing  his  Berlin  Philharmoi 
ic  for  some  of  the  most  techn 
cally  brilliant  orchestral  concer 
the  hall  has  ever  witnessed. 

The  history  of  the  hall  dov 
tailed  with  the  Philharmonic 
until  the  ensemble  moved  to  i 
new  Lincoln  Center  home  i 
1962.  The  music  director  at  tt 
time  was  Leonard  Bernsteir 
who  was  making  the  transitio 
from   ultra-talented  youngc 
musician  to  one  of  the  century 
great  talents.  He  had  made  h 
unexpected  Philharmonic  debt 
on    Sunday,    November  14 
1943,  with  a  few  hours'  notict 
deputizing  for  an  ailing  Bruno  Walter 
the  weekly  radio  broadcast  concer' 
Bernstein's  final  appearances  in  the  ha 
were  in  1990  leading  the  Vienna  Phil 
harmonic — an  orchestra  with  which  h 
had  enjoyed  a  close  relationship  sine 
1962.  Carnegie  brought  out  somethin 
uniquely  wonderful  in  them  both, 
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Vienna  officials  freely  admitted.  Bern- 
stein, a  gifted  composer  in  his  own  right, 
was  also  a  friend  of  new  music  through- 
out his  career,  and  was  particularly 
devoted  to  the  works  of  Aaron  Copland, 
whose  music  and  personality  are  inextri- 
cably tied  with  Carnegie.  American 
orchestras  have  long  loved  to  play  Cop- 
land in  Carnegie;  the  composer  himself 
conducted  there  many  times,  and  it  was 
the  site  of  his  75th  birthday  gala,  for 
which  he  conducted  the  American  Sym- 
phony Orchestra. 

PIANISTS 

Almost  all  the  great  virtuosos  of  the 
past  100  years  have  been  heard  on  the 
stage,  including  such  surprises  as  72- 
year-old  Camille  Saint-Saens,  who 
played  his  Fifth  Piano  Concerto  in 
1906,  dazzling  everyone  with  the  fleet- 
ness  of  his  still-impeccable  technique. 
Sergei  Rachmaninoff  debuted  in 
November,  1909,  with  the 
Boston  Symphony,  playing  his 
Second  Concerto.  A  few  weeks 
later,  he  offered  the  world  his 
Third  Concerto  with  Damrosch 
at  the  helm  of  the  New  York 
Symphony,  a  work  he  repeated  a 
few  months  later  at  the  Philhar- 
monic concerts,  Mahler  con- 
ducting. Rachmaninoff  appeared 
regularly  at  the  hall  until  1942,  a 
few  months  before  his  death. 

Vladimir  Horowitz's  Carnegie  1928 
debut  was  not  an  easy  one.  He  had  to 
share  it  with  Sir  Thomas  Beecham,  a 
stylish  and  autocratic  conductor  armed 
with  an  acerbic  wit,  and  not  prone  to 
stepping  aside  when  he  sensed  serious 
competition,  particularly  in  a  city 
that  did  not  yet  know  his  work.  From 
all  accounts  the  performance  of 
Tchaikovsky's  Piano  Concerto  was  a 
shambles:  Horowitz  the  thoroughbred 
trained  to  charge  towards  the  finish 
line  unbridled,  was  at  all  possi-  ■ 
ble  moments  reined  in  by 
Beccham's  perversely  slow  tem- 
pos. In  the  final  pages,  Horowitz 
broke  loose  in  a  glorious  blaze  of 
cascading  notes  (many  more 
than  Tchaikovsky  ever  wrote, 
Horowitz  later  admitted).  The 
audience  roared  its  approval  for 
Horowitz,  and  yet  another  major 
career  was  established. 

This  debut  was  a  far  cry  from 
young  Arthur  Rubinstein's  in  1906, 
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which  passed  by  with  at  best  indifferer 
notices.  He  went  on  to  become  oni 
of  the  great  keyboard  institutions; 
and  by  the  time  of  his  final  Carnegii 
appearance  in  1976,  he  had  becomj: 
perhaps  the  most  beloved  classical  musi 
cian  of  all  time. 

May  19,  1958,  marked  the  Carnegii  : 
Hall  debut  of  another  American  legend^ 
pianist  Van  Cliburn,  fresh  home  from  h 
triumphant  win  at  the  Tchaikovski 
Competition  in  Moscow — a  city  used  t 
such  exceptional  talents  as  Sviatosla  I 
Richter  and  Emil  Gilels,  who  both  ha  It 
distinguished  Carnegie  careers.  Thj 
lank\'  adoptive  Texan  had  just  been  giv  1 
en  a  ticker  tape  parade  up  Broadway  (th  in 
first  ever  accorded  a  musician),  and  w£ 
making  his  debut  in  two  demandin 
concertos,  the  Tchaikovsky  First  and  th  n 
Rachmaninoff  Third.  The  pressure  n 
must  have  been  overwhelming,  but  the 
again,  so  was  the  performance  of  th 
Rachmaninoff,  which  RCA  Victor  tapei 
live.  The  Tchaikovsky  was  recorded 
the  studio  a  few  days  later  and  becam  |m 
the  first  classical  release  to  sell  over  on§io 
million  copies. 

STRING  SOLOISTS 

Violinists  have  found  the  hall  unusu 
ally  compatible,  and  neither  performe  : 
nor  audience  has  ever  felt  the  space  wa  tin 
too  large  for  that  solo  instrument.  O 
the  various  standouts,  one  must  firs 
note  Fritz  Kreisler,  who  began  hi 
august  Carnegie  career  in  Decembei 
1900  (he  had  actually  begun  his  Nev 
York  career  in  1888  as  a  child  prodigy 
and  dominated  the  violin  scene  for  £ 
least  the  next  quarter-century.  He  evei  9I| 
survived  the  onslaught  of  a  young  Rus 
sian  wunderkind  named  Jascha  Heifetz 
who  at  his  United  States  and  Carnegi 
debut  in  1917  astonished  Americai 
audiences  and  prompted  the  followin; 
now-legendary  exchange:  "It's  gettinj 
rather  hot  in  here,"  the  great  violinis 
Mischa  FJman  is  reported  to  hav 
observed  to  his  pianist  friend  Leopolc 
Godowsky,  who  quipped  back,  "No 
for  pianists!"  Heifetz  went  on  to  se 
standards  in  the  art  of  playing  that,  t< 
many  ears,  have  yet  to  be  equaled,  le 
alone  bettered. 

Other  violinists  have  come  along  an< 
endeared  themselves  to  the  Carnegi 
public,  for  instance  Yehudi  Menuhin 
who  debuted  in  1927  at  the  age  of  11 
and  was  one  of  the  few  prodigies  t( 
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rvive  those  early  years  and 
come  a  multifaceted  fixture  in 

own  right,  as  violinist,  intel- 
tual,  humanitarian  and,  most 
:ently,  conductor.  In  the 
st,  Nathan  Milstein  and  David 
strakh,  and  today  Itzhak 
rlman,  have  all  had  a  special 
:ect  on  Carnegie  audiences 
th  their  distinctive  musical 
•sonalities. 

Isaac  Stern  is  in 

own.  He  came 

Carnegie 

1943,  in- 
.ntly  rose 
iie  top  ranks 
internation- 
irtuosos,  and 
>  held  onto 
it  position  to 
s  very  day, 

■  his  unique 
:nd  of  tona! 
r.ptuousness, 
oristic  variety, 
i  breadth  of  in- 
pretive  commit- 
nt.  He  has  also 
/oted  the  past  30 

irs  to  Carnegie  Hall,  first  as  the  man 
o  saved  it,  and  then  as  the  visionary 

0  helped  carve  out  its  current  role  as 
iriving  artistic  institution. 

Cellists  have  had  a  noble  history  in 

■  hall.  Pablo  Casals'  importance  as  a 
isician  and  a  humanitarian  is  not  nec- 
arily  to  be  deciphered  in  the  number 
Carnegie  appearances,  but  from  his 
04  debut,  playing  Strauss's  "Don 
lixote"  with  the  composer  conduct- 
;,  to  1921,  he  proved  one  of  the 
:atest  of  all  cellists.  He  was  also 
3wn  as  a  composer  and  conductor:  In 
:  latter  capacity,  he  returned  to  the 
11  in  1962  to  lead  a  performance  of 
1960  Christmas  oratorio  "El  Pesse- 

:"  ("The  Manger")  and  again  in 
63,  at  age  87,  for  a  still-remembered 
:ut  Bach  "St.  Matthew  Passion." 
The  history  of  cellists  at  Carnegie 
ild  not  be  discussed  without  mention 
such  immortals  as  Gregor  Piatigorsky, 
lanuel  Feuermann,  Leonard  Rose, 

1  of  course,  today's  spectacular  star 
-Yo  Ma.  Nor  can  Mstislav  Ros- 
povich  be  omitted.  This  former  Sovi- 
artist  captured  the  public's  attention 
t  only  for  the  exceptional  quality  of 


Isaac  Stern  as  seen  in  the  early  days  of 
his  career  and  as  he  is  today,  on  the 
stage  of  the  hall  he  saved. 


his  sound  and  the  uniquely 
communicative  perfomance 
style,  but  for  his  personality 
and,  eventually,  his  defiance 
of  the  Soviet  politicians, 
which  eventually  led  to  over 
a  decade  of  exile. 

SINGERS 

Singers  have  always 
favored  Carnegie  as  a  recital 
hall.  Its  acoustics  make  it 
possible  for  even  the  light- 
est of  voices  to  be  heard,  if 
those  voices  are  well  pro- 
duced. One  can  only  imag- 
ine what  an  impact  Enrico 
Caruso  must  have  had  on 
this  stage.  Interestingly 
enough,  his  first  United 
States  recordings  were 
made  in  an  eighth  floor  stu- 
dio above  the  auditorium. 
Marian  Anderson  was 
more  than  just  a  ground-breaking  figure 
in  the  arts.  She  was  one  of  the  very  greatest 
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ADVICE  AND  DISSENT 

They're  contentious  and  contagious.  They're 
the  McLaughlin  Group,  (clockwise  from  left)  Jack 
Germond,  Eleanor  Clift,  John  McLaughlin,  Fred  Barnes, 
Morton  Kondracke,  and  Pat  Buchanan. 

Made  possible  by  a  grant  from  GE. 

the  Mclaughlin  group 

Check  your  local  listing  for  station  and  time. 

We  bring  good  things  to  life. 
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contraltos  the  world  has  know  n,  able 
to  use  her  instrument  for  exceptional 
artistic  effect,  and  she  conquered  not 
only  here  at  home,  but  in  the  music  cap- 
itals of  Europe  as  well. 

When  one  thinks  of  opera,  one 
thinks  of  divas,  and  the  epitome  of  that 
unique  species  of  performer  was  Maria 
Callas.  Her  Carnegie  Hall  appearances 
in  orchestral  recitals  and  concert  operas 
were  highlights  of  her  meteoric  career, 
and  are  still  mentioned  as  exceptionally 
vivid  experiences.  On  a  vocally  more 
sumptuous  scale,  and  no  less  a  diva,  is 
the  incomparable  Leontyne 
Price.  In  the  course  of  her 
Carnegie  career  (which  re- 
mains as  vital  as  ever )  she  has 
grown  from  a  soprano  of  great 
promise  to  one  of  the  truly 
magnificent  operatic  legends 
of  this  or  any  day. 

When  popular  singer  Judy 
Garland  stepped  out  from  the 
wings  on  the  night  of  April 
23,  1961,  to  give  her  now-leg- 
endary Carnegie  Hall  debut 
concert,  the  star  had  fallen  on 
very  bad  times.  There  was 
even  some  question  as  to  her  B 
ability  to  sustain  this  sort  of 
evening  physically  and/or  emotionally. 
By  concert's  end,  she  had  the  audience 
cheering,  weeping,  crowding  the  stage 
for  a  look,  a  touch,  a  wave,  from  this 
extraordinary  performer. 

Another  legend  gave  a  Carnegie  con- 
cert that  was  deemed  by  fans  and  friends 
alike  one  of  her  greatest  evenings — the 
superb  jazz  singer  Billie  Holiday  who 
was  appearing  there  for  the  last  time 
(November  10.  1956  I.  Her  "Lady  Sings 
the  Blues"  concert  has  since  been 
described  as  one  of  the  high  points  of 
jazz  at  Carnegie. 


Two  pinnacles  of  two  genres:  TIk  Beatles  and  Maria 
Callas  drove  their  fans  wild  and  left  huge  vacuums 
when  they  stopped  performing. 


POPULAR  &  JAZZ 

Jazz  came  to  Carnegie  Hall 
long  before  Benny  Goodman's 
historic  swing  concert  of  Jan- 
uary 16,  1938.  Important  jazz 
programs  had  been  heard  on 
that  stage,  beginning  in  1912 
when  James  Reese  Europe's 
Clef  Club  Orchestra  played  a 
program  of  ragtime.  Blues 
composer  W.  C.  Handy  of- 
fered the  first  of  many  pro- 
grams on  April  27,  1928,  with 
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Billie  Holiday  aboit 
left,  TIk  Weavers  left, 
and  Judy  Garland 
.wove  right,  all  gave 
concerts  at  Carnegie 
that  are  still  referred 
to  as  personal  and 
historic  peaks. 
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"Fats"  Waller  one  of  the  soloists.  Coun 
Basie  and  his  Orchestra  were  featured  o 
a  program  compiled  by  John  Hammon 
for  a  1938  concert  entitled  "From  Spiri 
tuals  to  Swing,"  which  is  still  considere 
one  of  the  landmark  jazz  concerts  in  th 
hall.  Nevertheless,  after  Goodman' 
much-publicized  swing  concert,  ther 
could  be  no  question  that  jazz  woul 
become  a  regular  aspect  of  the  hall' 
musical  makeup. 

In  January,  1942.  "Fats"  Walk 
offered  a  huge  program  of  his  ow 
improvisations  on  countless  themes 
sometimes  at  the  piano,  sometimes  a 
the  organ.  It  is  safe  to  say  that 
as  in  the  world  of  classical,  s 
in  the  world  of  jazz,  most  o 
the  greats,  certainly  of  the  pos 
World  War  II  greats,  hav 
appeared  here.  If  certain  con 
certs  stand  out,  it  is  onl 
because  they  represente 
something  out  of  the  ordin 
even  by  Carnegie's  increas 
ingly  lofty  standards  in  this  a 
form:  Lena  Home  and  Fran 
Sinatra  together;  Sarah  Yaugh 
an;  Ella  Fitzgerald;  Louis  Arm-] 
strong;  John  Coltrane;  Dukq 
Ellington;  Dizzy  Gillespie 
Dave  Brubeck;  Miles  Davis 
Oscar  Peterson. 

And  the  list  of  othei 
singers  and  entertained 
who  have  graced  the  h 
must  include  Liza  Min 
nelli;  Josephine  Baker 
Edith  Piaf;  Burl  Ives;  Pete 
Seeger;  Arlo  Guthrie;  The 
Weavers;  Peter,  Paul,  anq 
Mary;  Joan  Baez;  Bo 
Dylan;  Lenny  Bruce;  B 
Cosby;  Sinatra. 

Rock  has  also  had  it 
share  of  the  Carneg 
limelight:  The  Rollin 
Stones;  The  Doors;  Davi 
Bowie;  Elton  John;  Janis  Joplin;  an 
many  others.  Yet  February  12,  1964 
remains  the  most  discussed  date 
Carnegie's  rock  history — the  only  Car 
negie  Hall  appearances  of  The  Beatles 
Their  two  shows  made  up  the  sort  oi 
brash  event  that  has  had  no  equal  td 
date,  which  is  fitting  for  one  of  rock's 
peerless  ensembles. 
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The  idea  of  Lincoln 
C  enter  really  emerged 
from  the  Metropoli- 
tan Opera's  unend- 
ing dissatisfaction 
with  its  1883  theater 
on  Broadway  and  Thirty  Ninth  Street. 
Bv  the  time  the  Met  had  linked  up  with 
the  New  York  Philharmonic  in 
1955  to  explore  possible  sites,  it 
had  seen  at  least  eight  concrete 
proposals  and  numerous  ex- 
plorations collapse,  the  most 
recent  in  1951,  which  became 
the  New  York  Coliseum. 

The  five  square  blocks  of 
tenements  that  would  eventu- 
ally be  transformed  into  Lin 
coin  Center  had  been  targeted 
bv  Robert  Moses,  New  York 
City's  great  visionary  planner, 
as  the  locale  of  his  long- 
dreamt-of  arts  complex.  Cer- 
tainly, nobody  actively  thought 
in  terms  of  the  eventual  demise 
of  Carnegie  Hall.  And  yet, 
times  were  tough  for  the 
grand  old  lady  of  music.  The 
building  had  undergone 
major  renovations  in  the 
1930s  and  1948,  but  it  w  as 
not  consistently  profitable, 
particularly  in  the  late  '50s. 
Robert  E.  Simon,  Jr.,  who  had 
taken  over  the  management  of 
the  hall  on  his  father's  death  in 
1935,  was  told  by  the  board  ot 
his  real  estate  company  to  do  something 
about  what  it  considered  to  be  an  aging 
and  increasingly  unprofitable  building. 
A  deal  w  as  struck  in  1956  to  replace  the 
hall  with  a  red  fireplug  of  an  office  tower 
(the  1'omerance  &  Breines  design  had 
been  prominently  featured  in  a  1957 
issue  of  Life  magazine),  set  off  from  the 
street  by  a  moat.  Happily,  that  deal  tell 
through  within  the  year,  and  Simon 
took  back  his  hall.  Then  the  New  York 
Philharmonic  announced  that  it  would 
decamp  to  the  new  Lincoln  Center  as 
soon  as  its  hall  was  ready.  When  most  of 
the  visiting  American  orchestras 
announced  their  plans  to  move  as  well, 
Simon  was  left  with  a  debacle — the  loss 
of  something  like  150  guaranteed 
evenings.  An  impending  change  in  zon- 


Robert  E.  Simon 


Robert  E.  Simon  /; 


ing  laws  that  would  limit  the  height  of 
new  buildings  in  the  area  made  it  imper- 
ative that  the  status  of  the  property  be 
decided.  Suddenly  the  path  to  destruc- 
tion seemed  a  lot  more  probable. 

For  most  people  who  grew  up  in 
New  York  and  for  w  hom  concertgoing 
w  as  a  way  of  life,  it  was  inconceivable 
that  Carnegie  Hall  could  actually 
be  destroyed.  But  in  I960,  this 
is  exactly  what  was  about  to 
happen.  A  March  31  deadline 
had  been  set  for  the  razing. 
The  windows  would  soon  be 
"X"ed  out,  and  the  tenants 
of  the  studio  towers  would 
be  served  eviction  notices  in 
preparation  for  turning  Car- 
negie Hall  into  a  valuable  va- 
cant lot. 

There  were  those  who  said 
that  this  was  the  inevitable 
price  of  progress,  especially  in  a 
city  not  wedded  to  its  historical 
structures  in  the  Kuropean 
manner.  Besides,  the  Philhar- 
monic had  often  proclaimed, 
throughout  the  century,  that 
it  wanted  its  own  permanent 
home.  Two  plans  in  particu- 
lar had  looked  promising:  In 
the  '30s,  Mayor  Fiorello  La 
Guardia  proposed  a  Municipal 
Arts  Center  near  Madison 
Square  Garden;  in  the  mid- 
'40s,  Moses  put  forth  plans  for 
an  enormous  complex  next  to 
the  United  Nations,  to  include  a  round 
Music  Center  structure.  Needless  to  say, 
both  plans  fell  through,  and  after  the 
collapse  of  the  L;.N.  project,  Simon 
undertook  the  second  major  renovation 
in  the  hall's  history.  In  the  mid  '50s,  he 
would  offer  the  Philharmonic  a  chance 
to  buy  the  hall  for  $4  million  if  the  plans 
for  Lincoln  Center  fell  through.  They 
ultimately  declined  the  offer. 

It  is  customary  to  paint  the  Simons 
in  rather  dark  colors,  and  yet  the  facts  as 
we  know  them  today  do  not  bear  this 
out.  Simon  Sr.  became  smitten  with  the 
music  business,  probably  while  he  w  as 
managing  the  hall  during  the  years 
between  Carnegie's  death  in  1919  and 
his  purchase  of  it  in  1925.  His  major 
renovations  were  not  the  actions  of  a 


man  looking  to  tear  the  structure  dov 
at  the  earliest  possible  moment.  His  sc 
tried  to  put  off  the  inevitable  as  long 
possible.  He  allowed  the  committ 
gathered  to  save  Carnegie  Hall  to  me 
there  whenever  they  needed;  he  donati 
money  and  recruited  new  members 
the  cause.  It  was  the  loss  of  the  base 
orchestral  bookings  that  finally  force 
his  hand. 
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Tlie  Pomerance  &  Breines  tower  design. 

"To  destroy  it  now 
for   'practical  reasons' 
is  an  act  of  irresponsi- 
bility damaging  to  the 
United  States  and  our 
prestige  in  the  entire 
civilized  world" 
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When  the  plans  were  made  public, 
Isaac  Stern  began  proclaiming  his  anger 
about  the  hall's  fate.  He  has  always  had  a 
strong  sense  of  history,  of  the  continuity 
of  the  performance  traditions,  and  of 
Carnegie's  role  in  that  history  and  conti- 
nuity. For  Stern,  one  of  the  greatest  of 
all  violinists  was  the  Belgian  Eugene 
Ysaye,  whose  Guarnerius  he  now  owns 
and  plays.  Ysaye's  Carnegie  debut  was 
noteworthy  not  only  for  his  playing  but 
also  for  the  chunk  of  plaster  that  fell  to 
the  stage  during  his  recital.  He  was 
unharmed  but  became  a  double  entry  in 
Carnegie  history.  For  Stern,  to  lose 
Carnegie  would  be  to  lose  an  irreplace- 
able link  in  the  continuity  of  traditions, 
both  international  and  national.  The 
best  years  of  the  history  of 
performance  in  America  were 
part  of  the  walls  of  this  great 
hall.  The  future  musical  gen 
erations  would  lose  this  sense 
of  atmosphere  and  of  history, 
and  for  Stern,  who  has  always 
cared  as  much  about  the  past 
as  about  the  future,  this 
doubtless  seemed  like  a 
betrayal  of  the  children  and  of 
their  children,  and  must  be 
arrested  at  all  costs. 

Stern's  worries  and  com- 
ments fell  on  the  receptive 
ears  of  Jacob  M.  Kaplan  and 
his  wife,  Alice,  who  immediately  got  the 
ball  rolling.  A  group  of  concerned  citi- 
zens, including  the  Kaplans,  Stern,  and 
other  friends  and  colleagues,  gathered 
together  January  10,  1960,  in  Stern's 
living  room  to  agree  that  the  hall  should 
and  must  be  saved,  and  they  had  to  get 
to  work  to  ensure  its  protection.  It  was 
decided  that  the  only  way  the  battle 
could  be  fought  and  won  in  so  short  a 
time — remembering  that  March  31 
deadline — was  to  turn  it  into  a  govern- 
ment-aid battle,  since  fundraising  for 
the  required  millions  would  be  too 
lengthy  a  process. 

There  were  problems  pertaining  to 
the  government-aid  approach.  The  fed- 
eral government  was  not  even  remotely 
in  a  position  to  step  in  and  save  an  artis- 
tic venue.  (The  National  Endowment 
for  the  Arts  was  still  several  years  from 
formation.)  Though  Mayor  Robert 
Wagner  was  an  early  recruit  to  the 
efforts  to  save  the  hall,  the  City  govern- 
ment lacked  the  power  to  decree  the 
hall's  rescue,  and  the  State  was  not 


deemed  willing  to  pay  the  possible  polit- 
ical price  necessary  to  step  in  and  save  an 
artistic  landmark,  when  so  many  social 
issues  needed  addressing.  Fortunately, 
there  existed  on  the  State  books  some- 
thing called  the  Bard  Act,  which  made 
possible,  under  certain  well-specified 
conditions,  the  protection  of  special 
historic  properties.  If  this  Act  could 
be  amended  to  allow  the  State  to  con- 
demn a  property,  and  then  purchase 
it  itself,  then  Carnegie  just  might  be 
saved. 

On  the  strength  of  this  hope,  a  large 
"Citizens  Committee  for  Carnegie 
Hall" — culled  from  the  worlds  of  the 
arts,  politics,  labor,  law,  banking,  the 
press,  even  various  religious  groups — 


Stern  left  and  dignitaries  admiring  new  Carnegie  plaque. 


was  formed  and  began  the  plan  of 
action.  The  idea  was  to  use  behind-the- 
scenes  influence  and  up-front  publicity 
tactics  to  ensure  that  both  the  state  and 
city  government  officials  would  be  aware 
just  how  much  public  support  and  senti- 
ment was  involved  in  the  Carnegie  issue. 
It  worked.  The  Bard  Act  was  amended, 
and  signed  into  state  law  March  30  by 
Governor  Nelson  Rockefeller.  All  that 
remained  was  to  get  Mayor  Wagner  to 
act  immediately.  A  telegram  was  drafted 
by  the  Committee — a  potent  piece  of 
prose,  aimed  for  maximum  political 
impact.  It  read  in  part:  "To  destroy 
[Carnegie  Hall]  now  for  'practical  rea- 
sons' is  an  act  of  irresponsibility  damag- 
ing to  the  United  States  and  our  pres- 
tige in  the  entire  civilized  world"  and 
was  signed  by  Pablo  Casals,  Leonard 
Bernstein,  Gregor  Piatigorsky,  Jascha 
Heifetz,  Eugene  Ormandy,  Vladimir 
Horowitz,  Erica  Morini,  George  Szell, 
Marian  Anderson,  Fritz  Kreisler,  Bruno 
Walter,  Eugene  Istomin,  Dimitri 
Mitropoulos,  Mischa  Elman,  Charles 


Munch,  Mieczyslaw  Horszowski,  an 
Isaac  Stern. 

Action  had  to  be  hasty,  not  so  muc 
for  the  deadline,  since  Simon  surely  sai 
that  the  hall  was  going  to  be  saved,  bi 
to  ensure  the  music  business  the  tim 
needed  to  put  a  season  together  in  th 
suddenly-available  hall.  Lease  oblig 
tions  had  to  be  met — $366,000  for  th 
first  year  alone.  And  although  in  196 
planning  was  not  done  as  far  in  advanc 
as  it  is  today,  five  months  was  still  nc 
much  of  a  lead  time  to  fill  a  hall  for  a 
entire  season.  On  April  28,  the  Board  c 
Estimate  authorized  the  Departme 
of  Real  Estate  to  acquire  the  hall  f 
$5  million.  On  May  16,  the  May 
formed  the  Carnegie  Hall  Corporatio 
Isaac  Stern  president,  which  w; 
charged  with  leasing  the  ha 
from  the  city  and  running  it  in 
businesslike  fashion.  Carnegi 
Hall  was  saved.  Now  all  that  ha> 
to  be  done  was  get  it  up  am 
running  again. 

A  quick  paint  job,  som 
minor  refurbishment,  and 
sandblasting  of  the  exterior  pre 
ceded  the  reopening  on  Tues 
day,  September  27,  which  was 
repeat  of  the  highly  emotiona 
special  invitational  preview  con 
cert  the  preceding  Sunday,  fo 
which  Stern  had  interrupted 
European  tour  and  flown  in  fror 
Switzerland.  Bernstein  and  the  Philhar 
monic  were  back  in  their  old  places 
Stern  played  Beethoven's  violin  concer 
to,  and  at  the  Sunday  performance,  h 
cried  during  the  ovations  directei 
specifically  at  him  for  his  magnificen 
efforts  on  behalf  of  Carnegie  Hall.  An< 
now,  under  the  guidance  of  new  Execu 
tive  Director  Julius  Bloom,  Carnegi 
Hall  had  to  undertake  something  it  ha< 
never  done  before — it  had  to  reach  ou 
and  encourage  a  new  wave  of  perform 
ers,  ensembles,  and  soloists  to  come  t( 
this  great  hall.  This  was  to  be  a  rock 
period  financially,  administratively,  an< 
in  matters  concerning  the  board,  a 
everyone  involved  in  Carnegie  was  mor< 
or  less  on  the  same  learning  curve.  Buj 
that  was  in  the  immediate  future.  Righ 
now,  it  was  enough  to  know  tha 
Carnegie  had  been  saved. 
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1  rostropovtch 

2  tchaikovsky 

3  marian  anderson 

4  jascha  heifetz 

5  maria  callas 
6-9  the  beatles 

6  paul  McCartney 

7  john  lennon 

8  george  harrison 

9  ringo  starr 

10  BENNY  GOODMAN 

11  VLADIMIR  HOROWITZ 
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TOSCANINI 
AARON  COPLAND 
FRANK  SINATRA 
PABLO  CASALS 
LEONTYNE  PRICE 
ARTHUR  RUBINSTEIN 
VAN  CLIBURN 
LEONARD  BERNSTEIN 
ISAAC  STERN 
LIZA  MINNELLI 
JUDY  GARLAND 
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Carnegie  Hall  Evolves  Into  an  Institution 


Andrew  Carnegie  expected  his  Music  Hall  to 
be  self-supporting,  from  concert  bookings, 
from  restaurant  facilities,  and  from  grand  balls 
to  be  held  in  the  main  auditorium  with  the 
parquet  covered  over  with  a  stage-high  floor- 
ing. Unfortunately,  this  was  not  enough,  so 
Carnegie  agreed  to  underwrite  the  two  towers  and  the  roof- 
top construction  to  create  an  environment  where  artists  could 
flourish  and  at  the  same  time  generate  sufficient  income  to 
pay  for  itself. 

For  Andrew  Carnegie,  self- 
sufficiency  was  the  motivating 
force  behind  all  his  charitable 
work.  He  firmly  believed  that  an 
institution  such  as  the  Music  Hall 
would  have  validity  only  if  the 
community  supported  it.  Carnegie 
never  wavered  from  this  position, 
particularly  once  the  two  studio 
towers  he  had  agreed  to  build 
around  the  hall  were  finished  — 
the  rear  building  in  1894,  the  lat- 
eral tower  in  1896.  He  must  have 
assumed  that  the  SI 00,695  debt 
that  the  hall  had  incurred  in  its 
first  five  years  of  existence  w  ould 
no  longer  be  a  problem  with  the 
studios  up  and  running,  so  he 
agreed  to  cover  that  debt.  Ironi- 
cally, that  was  not  the  last  time  he 
would  be  asked  to  bail  out  the 
hall  financially. 

The  profitability  problems  ap- 
parently did  not  bother  Robert  E.  Simon  when  he  bought  the 
hall  from  Mrs.  Carnegie  in  1925,  for  SI. 85  million.  Instead  of 
razing,  Simon  undertook  an  elaborate  program  of  moderniza- 
tion, to  make  the  hall  more  profitable.  He  reconfigured  the  stu- 
dios, created  a  new  eighth  floor  reception  area  for  tenants,  and 
opened  an  Art  Gallery  (now  the  Cafe  Carnegie)  for  them.  He 
modernized  the  heating,  lighting,  and  wiring,  installed  a  new 
organ,  bars,  bathrooms  and  other  amenities. 

To  keep  the  hall  as  profitable  as  possible,  even  during  the 
lean  times,  he  created  rental  space  for  pharmacies  and  eateries. 
He  even  contemplated  raising  the  floor  of  the  auditorium  one 
level  to  make  room  for  a  department  store  down  below.  Most 
of  this  work  was  completed  by  1929.  The  Simons  had  turned 
into  real  concert  managers,  and  they  found  a  rich  spectrum  of 
performers,  orators,  and  groups  to  rent  the  hall.  The  Philhar- 
monic, which  had  absorbed  Damrosch's  New  York  Symphony 
in  1928,  was  taking  up  over  100  dates,  and  the  orchestras  of 
Boston  and  Philadelphia  w  ere  regular  visitors.  Ev  ents  came  to 
Carnegie,  and  because  they  were  so  often  memorable,  the 
Carnegie  legend  grew. 

After  the  crisis  of  1960,  Carnegie  suddenly  had  a  rival,  and 
the  people  who  ran  the  hall  had  to  create  something,  and  cre- 
ate it  fast,  or  else  the  entire  deal  w  ith  the  city  would  collapse, 
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and  once  again  Carnegie  would  be  in  danger  of  destructic 
Fortunately,  the  orchestras  of  Boston  and  Philadelphia  fou 
they  missed  Carnegie  and  announced  plans  to  return.  Me 
w  hile,  Carnegie  was  faced  with  the  challenge  of  convinci 
Jrtists  and  ensembles  that  this  hall  was  one  of  New  York's  mi 
desirable  locations. 

The  decision  to  bring  in  Julius  Bloom  as  executive  direc 
was  propitious.  He  quickly  began  changing  the  hall  fro 
strictly  rental  operation  to  one  of  rentai  and  production 

1962,  Bloom  created  and  intr 
\  duced  the  Visiting  Orchest: 
I  Series.  The  Royal  Philharmoi 
u  of  London,  the  Vienna  Symph 
1  nv  and  the  Philharmonia  Hu 
j  garica  had  all  announced  Unit 
States  tours.  Bloom  persuaded 
three  to  play  a  date  at  Carneg 
then  persuaded  several  regior 
orchestras  to  come  to  the  hall 
well,  and  packaged  the  series  a: 
subscription  offering.  This  cou 
not  have  happened  without  t 
generosity  of  the  J.  M.  Kapl 
Fund,  which  helped  underwri 
the  trips  and  gav  e  Carnegie  t 
dollar  base  it  needed  to  re 
become  a  bona  fide  producer. 
1964,  Bloom  was  offering 
"Carnegie  Hall  Presents'"  pr 
grams,  and  the  number  escalat 
every  year  to  a  all-time  high 
150  this  Centennial  year.  Durir 
the  Bloom  years,  the  Chicag 
Symphony  Orchestra  grew  from  a  fine  American  ensemble 
one  of  the  most  acclaimed  of  all  orchestras  on  the  basis  of  i 
sensational  Carnegie  Hall  series  of  concerts  and  concert  open 
W  hen  James  Wolfensohn  first  came  to  the  board  in  197 
he  found  things  in  more  serious  disarray  than  he  had  expecte 
As  president  and  C.E.O.  of  J.  Henry  Schroder  Banking  Corp< 
ration,  he  had  been  targeted  as  a  desirable  addition  to  a  boar 
which  at  that  time  had  no  treasurer.  Also,  as  he  continue 
"they  did  not  have  a  development  department,  and  they  raise 
very  little  money — less  than  S50,000  a  year.  They  wantc 
someone  who  could  read  accounts  and  hopefully  organize  tl 
finances  and  assist  in  getting  a  development  effort  going.  S 
having  come  recently  from  Australia  via  England,  I  thought 
w  as  a  wonderful  way  to  get  involv  ed  with  my  great  love,  whit 
was  classical  music,  so  I  agreed  to  do  it. 

"It  grew  from  no  treasurer,  no  development  departmen 
and  a  not-yet-re-established  image  of  Carnegie  Hall  as  central  i 
the  musical  life  of  the  city.  We  had  to  focus  on  two  things.  Or 
was  the  substance  of  what  was  going  on  [in  the  hall],  becau 
it\  only  on  the  basis  of  substance  that  you  can  raise  monev.  S 
we  introduced  a  plan  which  was  multifaceted:  to  dev  elop  sul 
stance  in  terms  of  programming;  to  establish  a  management  I 
demonstrate  that  we  could  run  the  place  properly  and  efficient 
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cost-effectively;  to  nurture  audiences,  to  make  them  feel 
Carnegie  was  the  sort  of  place  that  they  wanted  to  go  to, 
re  they  could  enjoy  the  best  in  music;  and  in  doing  so  all 
e  things,  to  develop  a  base  for  fundraising. 
■For  the  first  10  years  or  so,  it  was  a  matter  of  building  it  up 
1  $50,000  a  year  to  a  million  a  year,  to  two  million  a  year; 
acting  a  corporate  drive  so  that  we  had  corporate  donors, 
:h  we'd  never  had,  or  had  in  very,  very  small  number;  to 
some  individuals  who  were  interested  and  had  resources  to 
Iribute;  to  strengthen  the  board  and  run  the  board  as  a 
d,  so  that  it  was  more  than  just  a  very  few  people;  to  renew 
noard  from  those  that  had  helped  save  it  to  those  that  were 
ig  to  run  it  and  rebuild  it." 


Sanford  I.  Weill 

From  these  worries  came  the  seeds  of  the  restoration  pro- 
n.  "We  then  started  a  campaign,  and  then  we  decided  that 
should,  after  some  years,  add  to  the  leadership,  so  we  formed 
ccial  New  Building  Committee,  and  we  invited  Sandy  Weill 
e  co-chairman  of  that  campaign,  and  he  was  happy  to  join." 
Sanford  I.  Weill  was  president  of  American  Express  at  the 
"I  got  involved,"  he  explains,  "and  fortunately,  or  unfortu- 
:ly,  I  had  a  lot  of  opinions  and  ended  up  being  ahead  of  the 
/e.  I  couldn't  believe  how  big  a  lack  of  business  support  we 
ly  had.  The  hall  had  run  for  a  long,  long  time  with  small 
cits  which  were  pretty  much  made  up  by  the  board  in  the 
ual  fund-raising.  There  was  no  real  outreach,  like  Lincoln 
iter  had.  It  was  obvious  what  had  to  be  done,  so  I  started 
ing  too  much  and  got  more  and  more  involved." 
"Sandy  brought  in  a  whole  new  group  of  people,"  Wolfensohn 
rinues.  "We  reached  out  to  the  community  on  a  once-only  basis 
ry  and  raise  the  money  to  restore  Carnegie  Hall.  It  was  then  diat 
2;ot  die  recognition  and  die  payoff  for  all  the  nurturing  that  we'd 
ic,  all  the  programming  diat  we'd  done,  and  all  die  reliance  on 
rllencc  and  quality,  which  made  people  recognize  diat  they  didn't 
it  to  see  Carnegie  Hall  disappear.  The  rest  is  history!" 


ONE  GREAT  TURN  OF  THE  CENTURY 
DESERVES  ANOTHER 

Carnegie  Hall  Tower,  Rockrose  Development 
Corporation's  60  story  landmark  office  building,  located 
between  The  Russian  Tea  Room  and  Carnegie  Hall, 

features: 

EH  Manhattan's  lowest  tax  escalation  package  providing 
tenants  with  absolute  protection  from  the  City's 

skyrocketing  tax  increases 

EB  Individual  tenant  control  of  heat  and  air  conditioning 

around  the  clock,  7  days 
EB  Sweeping  panoramic  views  of  Central  Park,  the 

Hudson  River  and  the  Manhattan  Skyline 

3  24-hour  security 
ffl  Full  floors  from  8,000  to  14,000  square  feet 
IH  Pre-built  units  for  the  small  space  user 


152  VfEU  57TH  STREET  •  NEW  YORK 
A  Rockrose  Development  Corporation  Project 

Exclusive  Leasing  Agent: 
. ..  Newmark  Real  Estate  Services  -^sl 
A  Division  of  Newmark  &  Company  Real  Estate  Inc 

For  further  information  and  inspection  contact: 
Barry  Gosin  William  G.  Cohen 

President  Executive  Director 

(212)  836-9301        (212)  836-9330 
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Carnegie  Hall  Today 


Any  discussion  of 
Carnegie  Hall  today 
begins  of  necessity 
with  Isaac  Stern.  It  can 
never  be  said  too  often 
that  his  willingness  to 
go  the  last  mile  to  keep  Carnegie  a  part 
of  America's  rich  legacy  is  one  of  the 
truly  magnificent  acts  of  selflessness.  He 
turned  40  the  year  he  saved  the  hall.  His 
career  had  yet  to  reach  an  apex,  his  play- 
ing was  as  superlative  as  ever,  his  musical 
insights  w  ere  beginning  to  assume  that 
reflective  edge  that  comes  only  from  liv- 
ing with  music  for  a  number  of  years. 
His  New  York  appearances  were  guaran- 
teed sell-outs  and  his  European  and 
international  tours  were  celebrated 
events.  He  had  no  reason  to  interrupt 
his  career,  or  to  add  an  interference  pat- 
tern to  his  musical  aspirations,  but  he 
did  it  anyway.  He  has  remained  presi- 
dent of  the  Carnegie  Hall  Corporation 
since  the  day  of  his  appointment  in  I960 
by  the  late  Mayor,  Robert  F.  Wagner. 

Stern  has  been  a  guiding  force,  yet  it 
is  interesting  how  few  board  members 
knew  him  before  joining  Carnegie. 
Wolfensohn  came  to  the  board  because 
his  name  was  suggested  to  Stern  by 
another  board  member.  The  only  con 
tact  Wolfensohn  had  had  with  the  violin- 
ist was  as  a  child  in  Australia  when  he- 
went  backstage  after  a  recital  to  request 
an  autograph.  They  have  since  become 
close  friends.  Walter  Scheuer  (chairman 
of  the  board,  Sterling  Capital  Corpora- 
tion) Hi  st  met  Stern  on  the  fantail  of  a 
cruise  ship  during  a  classical  music  cruise 
on  which  Stern  w  as  one  of  the  celebrity 


musicians.  Stern  came  over  and  intro- 
duced himself,  saying  he  had  known 
Scheuer's  parents.  From  that  meeting, 
and  Scheuer's  offer  of  a  donation  which 
Stern  followed  up  on,  Scheuer  came  to 
the  board,  and  only  later  did  a  genuine 
friendship  develop.  Still  later,  Scheuer 
produced  an  Academy  Award  winning 
movie  of  Stern's  historic  1979  trip  to 
China,  entitled  "From  Mao  to  Mozart." 

Lester  S.  Morse,  Jr.,  currently  chair- 
man of  Carnegie's  Executive  Commit- 
tee, and  President  of  Lester  Morse 
Company,  Inc.,  had  just  moved  to  New 
York  City  from  Stamford,  Conn,  w  hen 
he  decided  he  wanted  to  be  on  a  board. 
So  he  made  appointments  w  ith  repre- 
sentatives of  several  institutions  and 
found  Carnegie  to  be  most  in  line  with 
his  musical  interests.  As  he  puts  it, 
"They  don't  have  too  many  people  that 
are  trotting  around  the  streets  of  New 
York  walking  in  the  door  saying  'I'd  like 
to  help  you  and  am  in  a  position  to 
devote  time  and  some  resources.'"  As  he 
also  states,  regarding  those  he  knew  on 
the  Carnegie  board  when  he  arrived:  "I 
specifically  knew  nobody!" 

Mezzo-soprano  Betty  Allen,  execu- 
tive director  of  the  Harlem  School  of  the 
Arts,  has  a  long  performing  history  with 
the  hall,  chairs  the  Artistic  Policy  Com- 
mittee, and  also  sits  on  the  Executive 
and  Nominating  Committees.  She  was 
approached  by  Stern  after  a  press  confer- 
ence at  which  she  had  sounded  off  on 
the  way  a  voice  competition  she  had 
judged  had  been  run.  When  she  asked 
"Why  me?"  he  answered  that  he  liked 
w  hat  she  had  to  sav.  San  ford  Weill,  todav 


left:  Judith  Arron 
in  conference  with 
her  senior  staff  mem  - 
bers  and  meeting 
with  Catherine 
Gevers,  right. 


Chairman  and  C.E.O.  of  Primerica  Co 
poration,  came  to  the  board  by  way 
honorary  trustee  Robert  Roosa,  wh 
was  on  the  board  of  American  Expres 
of  which  Weill  w  as  president  at  the  tim 
Roosa  thought  he  would  enjoy  th 
Carnegie  board.  Ralph  Baruch,  forme 
Chairman  and  currently  consultant  t 
Viacom  International,  spent  five  yea 
on  the  Development  Committee  befoi 
being  asked  to  join  the  board.  (Th 
kind  of  proof  of  one's  real  willingness  l 
work  for  Carnegie  precedes  any  invit 
tion  to  join  the  Trustees.). 

It  becomes  clear,  after  talking  t 
these  people,  that  if  you  are  not  pullin 
your  ow  n  weight,  either  in  monetar 
and/or  professional  contributions,  yo 
are  not  going  to  be  asked  to  stay  aboarc 
Gilbert  Kaplan,  chairman  of  Institution1, 
nl  Investor,  thinks  it's  a  wonderft 
group.  "It  has  taken  a  while  for  us  to  g 
the  right  group  in  place.  These  are  a 
people  who  are  accomplished  in  the 
own  right,  and  are  quite  enthusiast) 
about  the  hall.  Our  board  has  bee 
picked  for  people  w  ho  are  active.  We'r 
pretty  good  at  raising  money.  In  faci 
we're  terrific  at  raising  money,  and  let 
face  it,  while  a  board  is  there  to  giv 
guidance  and  direction  to  an  institutior 
the  main  purpose  of  a  board  in  this  da 
and  age  is  to  ensure  the  financial  healtl 
of  the  institution." 

The  key  to  the  ongoing  strengths  c 
the  board  is  the  Nominating  Commit 
tee,  and  it  is  no  accident  that  the  nam 
has  been  expanded  to  include  the  word 
Trustee  Evaluation.  This  concept  o 
evaluating  board  members  began  in  th 
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Executive  Director 
Judith  Arron  in 
her  memorabilia 
filled  office,  where 
she  plain  for  the 
next  season  and  the 
next  century. 


If  you  look  at 
the  history  of 
music  making 
and  culture  in  this 
country,  Carnegie 
Hall  fits  significantly 
into  that  historical 
picture."  The  speak- 
er is  Judith  Arron, 
Carnegie  Hall's  exec- 
utive director,  and 
the  words  reflect  her 
total  absorption  with 
this  institution.  If 
there  had  been  any 
question  as  to  what 
sort  of  general  man- 
ager she  would  make 
when  appointed  in 
February,  1986,  the 
answer  came  swiftly 
and  decisively.  Less 

than  three  years  later  she  was  elevated  to  executive  director  as 
much  a  reward  for  her  accomplishments  to  date  as  tangible 
recognition  of  the  important  asset  she  has  been  to  Carnegie 
from  her  first  days  here. 

Arron  is  soft-spoken,  she  chooses  her  words  carefully  and 
is  never  heard  to  utter  anything  harsh  or  unkind,  but  with 
her  quiet  strength  and  clear  sense  of  purpose,  she  is  very 
much  the  head  of  Carnegie,  juggling  the  various  hats  the  job 
includes — executive,  artistic,  administrative,  financial,  pro- 
motional— with  mastery  and  tremendous  personal  gracious- 

ness.  She  has  assembled  an  extraordinary  staff  around  her.  "I  tend  to  get  involved 
with  all  of  them,"  she  confides.  "I  like  to  have  people  who  can  work  independently, 
and  can  go  out  and  really  manage  their  own  departments.  But  I  also  like  to  stay  in 
touch  with  all  of  them." 

Arron,  a  native  of  Tacoma,  Wash.,  came  to  Carnegie  by  way  of  the  Cincinnati 
Symphony,  where  she  first  developed  a  widely  respected  community  outreach  pro- 
gram, then  worked  her  way  up  to  manager.  She  began  her  professional  life — just  out 
of  the  University  of  Puget  Sound  with  a  performance  degree  in  cello  and  piano — 
with  the  American  Symphony  Orchestra  League,  where  she  undertook  a  study  of 
educational  programs  in  symphony  orchestras.  At  Carnegie,  one  of  her  priorities  has 
been  to  develop  a  variety  of  educational  outreach  programs:  "Somehow  we've  got  to 
elevate  the  importance  of  these  programs.  We  have  to  make  a  greater  investment  in 
them.  We  have  to  convince  flinders  that  this  is  some  of  the  most  important  work  that 
is  getting  done,  that  perhaps  we  have  to  be  more  extravagant  in  terms  of  putting  the 
programs  together." 

The  costs  of  these  programs,  as  well  as  of  the  concerts,  commissions,  and  other 
Carnegie  activities  keep  escalating.  Yet  as  Arron  notes,  "the  money  to  make  things 
happen  comes  out  of  the  enthusiasm  of  the  people  who  are  involved  with  the  insti- 
tution. If  the  Board  feels  good  things  are  happening,  if  members  are  getting  good 
feedback  from  their  friends  who  come  to  the  hall,  and  if  they're  hearing  good 
things  about  it  in  other  places,  then  that  makes  them  that  much  more  committed  to 
finding  the  means  it  takes  to  put  things  on  the  stage." 

And  what  about  the  next  100  years  for  Carnegie  Hall?  "As  we're  looking  to  the 
next  century,  what  is  it  that  the  hall  needs  to  be  doing?  We  need  to  be  bringing  the 
best  artists,  we  need  to  be  encouraging  the  performance  and  creation  of  new  music. 
We  are  not  a  museum  but  we  must  continue  to  make  certain  that  the  great  reper- 
toire of  the  past  is  presented  here.  We  can  never  step  back  and  rest  and  say  'it's 
going  to  take  care  of  itself  because  it's  not." 


Havivi 
Violins 

30  years  on  57th  St. 
now  at 
Carnegie  Hall  Studios 


Fine  Violins, 
Cellos,  Violas 
&  Bows 


For  students, 
professionals 
&  collectors 


*  Repair  & 
Restoration 


v, 


Instruments 
appraised  & 
purchased 


Havivi  Violins  Ltd. 

Carnegie  Hall  Studios 
881  7th  Ave.  Suite  1101 
New  York,  N.Y.  10019 
(212)  265-5818 
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late  '70s,  hy  which  time  Carnegie's 
future  was  truly  at  stake.  After  painful 
deliberations,  it  was  proposed  that  the 
members  evaluate  their  own  contribu- 
tions and  determine  whether  it  might 
not  be  wise  to  step  aside  and  make  room 
for  a  younger  generation  of  members 
who  could  be  counted  on  for  more 
active  participation. 


How  can  foods  L« 
raised  effectively 
if  wkat  is  Leing 
offered  is  not  tike 
very  ibest? 


Had  this  not  happened,  it  is  doubtful 
that  the  board  could  ever  have  managed 
what  Wolfensohn  described  in  the  pre- 
ceding section — raising  the  goal  for  the 
annual  fund  drive  from  the  tens  of  thou- 
sands to  the  millions.  And  surely  the 
$60  million  Capital  Campaign  for  the 
restoration  and  renovation  of  Carnegie 
Hall  would  never  have  been  possible.  As 
Scheuer  puts  it,  "They  did  a  fantastic  job 
in  changing  the  board,  not  only  in 
changing  it,  but  enlarging  it.  Over  the 
years  we've  really  developed  a  powerful 
board  of  heavy  hitters." 

Most  board  members  have  cited  the 
enormous  contributions  in  time,  effort, 
and  sheer  inspiration  and  dedication  that 
James  Wolfensohn  has  made.  Scheuer 
describes  the  hundreds  of  hours  Wolfen- 
sohn spent  sorting  out  the  tenant  leases 
when  the  studio  rentals  were  being 
re-evaluated.  Sanford  Weill  has  not  been 
on  the  board  as  long  as  Wolfensohn,  but 
his  contributions  have  been  dramatic. 


The  Recital  Hall  was  named  after  him  in 
recognition  of  his  and  his  wife  Joan's 
personal  $2.5  million  contribution  (he 
was  no  longer  with  American  Express  at 
the  time),  to  the  Capital  Campaign.  He 
has  become  very  fond  of  this  board, 
because  it  is  made  up  of  doers.  "This 
organization  has  the  common  sense  to 
bring  together  people  from  different 
backgrounds  with  different  talents  and 
let  them  express  their  opinions.  This  way 
you're  going  to  come  up  with  a  lot  bet- 
ter decisions  than  if  everybody  thinks 
the  same  way." 

As  to  what  makes  for  an  outstanding 
board  member,  Betty  Allen  tells  a 
charming  story  of  an  elderly  lady  who 
told  her:  '"You  know  there  are  three 
W's,  my  dear:  Wit,  Work,  and  Wealth.' 
Now  most  boards  have  people  who  have 
one  of  the  three  characteristics.  If  you're 
terribly  lucky,  you  have  two  of  them. 
But  then  along  will  come  some  won- 
drous person  who  is  all  three.  And  that's 
a  miracle  for  any  board." 

Obviously,  the  board's  principal  con- 
cern is  fundraising,  but  it  puts  as  high  a 
priority  on  the  excellence  of  what  goes 
on  stage,  for  how  can  funds  be  raised 
ef  fectively  if  what  is  being  offered  is  not 
the  very  best?  Thus,  one  of  the  most 
crucial  appointments  the  board  can 
make  is  that  of  the  executive  director. 
Today,  that  position  is  held  by  Judith 
Arron,  who  came  to  the  post  from  man 
aging  the  Cincinnati  Symphony.  Board 
members  point  out,  without  discrediting 
her  predecessors,  that  she  has  been  one 
of  the  best  things  to  happen  to  Carnegie 
since  1960.  As  Weill  states  it:  "I  think 
she's  fantastic.  She's  incredible  in  the 
way  she's  learned  about  fiscal  responsi- 
bility and  dealing  with  contractors  as 
well  as  dealing  w  ith  an  emotional  artist." 


Stern  adds,  "I  have  never  spent  m 
life  telling  people  what  to  do.  I've  onj 
been  able  to  say  'follow  me!'  Fortunate 
ly,  when  it  comes  to  that  area 
Carnegie,  people  like  Judy  Arron  [an 
her  staff]  don't  know  what  office  houi 
are.  Weekends  don't  exist,  and  vacatior 
don't  come  into  play.  It  is  a  life,  it's  nc 
a  job.  And  I  happen  to  think  that  that 
the  only  way  artistic  institutions- 
whether  they  be  concert  halls  or  orche: 
tras  or  museums,  or  schools,  for  tha 
matter — can  really  work." 

What  the  board  members,  individi 
ally  and  collectively,  most  admire  is  th 
way  she  has  assembled  a  managemei 
team  that  serves  the  hall,  rather  tha 
serving  their  own  careers.  In  Weill' 
words,  "they  work  together,  they  all  lik 
each  other,  nobody  has  to  grab  th 
headlines;  they're  all  trying  to  do  what' 
right.  We're  working  with  people  tha 
really,  really  care." 

Because  Arron  comes  from  a  sym 
phony  administration  background,  she 
no  stranger  to  the  inner  workings  of  ai 
artistic  and  performance  organization 
In  the  five  years  she  has  been 
Carnegie,  first  as  general  manager  an< 
artistic  director,  and  then,  as  of  January 
1989,  executive  director,  she  has  pullec 
together  her  own  style  of  managemen 
team,  and  one  that  is  admired  in  tb 
music  world,  and  more  importantly,  b 
her  board.  Her  senior  staff  consists  o 
Catherine  Gevers,  music  administrator 
Richard  A.  Matlaga,  director  of  finance 
information  systems,  and  administratior 
Lois  Conn,  director  of  public  affairs;  Ja; 
Golan,  director  of  development;  Ken 
neth  Halpern,  director  of  real  estate;  anc 
John  X.  Fernandez,  director  of  hal 
operations,  bach  director  has  a  sizabh 
staff  of  his  or  her  own,  and  to  give  at 


left:  David  Kitto 
nnd  Art  Director 
Sharon  Beckman. 
right:  Lois  Cohn 
and  Kristin  Kuhr 
discuss  n  project. 
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idea  of  how  they  all  work  together,  it's 
worth  looking  briefly  at  how  a  season 
gets  put  together. 

The  primary  responsibility  for  the 
season  is  the  music  administrator's 
(though  Weill  Hall  has  its  own  director, 
Kristin  Ruhr,  who  is  also  director  of 
educational  projects).  Gevers'  office 
keeps  track  of  all  otters  and  long-range 
ideas,  makes  otters  to  other  artists  or 
ensembles,  and  puts  ideas  into  artists' 
heads.  During  this  process.  Marketing 
Director  David  Kitto  (who  reports  to 
Public  Affairs  Director  Cohn  )  is  consult- 
ed on  matters  relating  to  subscription 
series,  date  spreads,  the  value  of  each 
event  and  each  series,  and  anything  else- 
relating  to  marketing.  The  contracting 
for  the  actual  season  starts  some  IS 
months  in  advance.  In  recent  seasons, 
Carnegie  has  begun  shaping  specific 
programs  with  the  artist  or  ensemble  in 
question,  rather  than  just  having  them 
play  their  standard  touring  program.  All 
this  producing  must  be  planned  within 
stringent  budget  requirements,  so  Gev- 
ers must  work  closely  with  Finance 
Director  Matlaga,  defending  every 
aspect  of  her  budget.  Gevers'  office  is 
also  responsible  for  all  sorts  of  behind- 
the-scenes  detail  work  unique  to  the 
concert  business.  Another  director 
included  under  her  banner  is  Ray  F. 
Wellbaum  I  media  projects),  who  is  con- 
cerned w  ith  any  recordings,  tapings,  or 
broadcasts  from  the  hall.  As  with  all  arts 
institutions  today,  television  and  home 
video  are  beginning  to  play  an  increas- 
ingly important  role.  The  future  promis- 
es a  great  expansion  of  Carnegie  as  a  leg- 


endary performing  env  ironment  on  the 
home  entertainment  scene. 

When  the  season  is  finally  ready  to 
be  announced,  the  information  is  hand- 
ed over  to  the  Lois  Cohn,  who  in  turn 
sits  down  with  Kitto  to  discuss  the  best 
w  ay  to  tackle  the  presentation  of  infor- 
mation to  the  ticket-buying  public.  The 
two  must  work  out  the  strategic  market- 
ing plan  for  selling  the  season,  first  to 
the  subscribers,  then  to  the  single-ticket 
buyer.  Cohn  must  also  see  to  the  needs 
of  the  media  to  help  in  its  promotion. 
Once  a  date  has  been  set  to  announce 
the  new  season.  Hall  Operations  Direc- 
tor Fernandez,  w  ho  is  responsible  for 
every  aspect  of  the  day-to-day  opera- 
tions of  the  concert  halls,  must  arrange 
for  the  space  where  the  press  conference 
and  catering  will  be  held.  After  the  press 
conference  and  the  mailing  of  informa- 
tion to  the  media,  it  is  a  question  of 
scrupulous  follow-up  to  keep  Carnegie 
in  the  public  eye  at  all  times.  This 
includes  such  aspects  as  hall  tours. 

Development  Director  Jay  Golan  is 
responsible  for  the  fund-raising  activ  i- 
ties. His  staff  is  broken  down  into  vari- 
ous areas  ranging  from  the  Friends  and 
Patrons  office  (dealing  with  the  more 
than  10,000  people  who  individually 
give  anywhere  from  S50  to  SI 00,000 
annually),  to  government  and  founda- 
tion funding.  The  Corporate  Fund  raises 
about  S8()0,0()0  a  year  from  roughly 
200  companies.  Some  opt  for  a  dona- 
tion, others  ask  to  sponsor  an  evening, 
which  costs  a  minimum  of  S30.000. 
This  annual  and  special  giving,  along 
with  the  fund-raising  ev  ents  that  Golan's 


office  puts  on  every  year,  brings 
well  over  half  of  the  funds  needc 
to  cover  the  annual  deficit  that  all  ar 
institutions  incur. 

Carnegie  is  particularly  fortunate 
that  it  generates  a  strong,  steady  incor 
from  the  studios  overhead.  Those  stt 
dios,  and  all  other  matters  relating  to  th 
hall  not  concerned  with  performanc 
spaces,  are  all  the  concern  of  Real  Estal 
Director  Ken  Halpern,  who  has  ever 
reason  to  be  constantly  reminded  th; 
Carnegie  is  not  only  a  concert  v  enue,  bi 
a  large  real  estate  plant  as  well.  Unde 
Halpern's  predecessor,  this  office  pi 
together  the  real  estate  package  that  le 
to  the  new  Carnegie  Hall  Towe 
Halpern  has  been  involved  with  the  ne^ 
tower  space,  in  which  Carnegie  gaine 
25,000  square  feet  of  new  space  an 
reordered  some  10,000  square  feet  i 
the  hall's  old  spaces  to  allow  for  nev 
bars,  restrooms,  and  public,  service,  an 
artists'  spaces.  A  new  museum  showcase 
items  from  the  hall's  archives,  and  ne? 
door,  a  gift  shop  sells  various  items  care 
tullv  conceived  and  designed  under  th 
new  Carnegie  Hall  licensing  program. 

This  brief  overview  does  nc 
sufficientlv  stress  the  active  role  Arro 
plavs  in  the  entire  decision-making  pro 
cess.  She  tracks  the  development 
every  idea,  and  is  the  one  with  the  fina 
say  on  every  decision.  That  it  works  s 
well  is  tribute  to  everybodv  \  love  of  th 
Hall:  From  Arron  on  down,  the  work 
for  Carnegie,  and  the  results  reflect  thi 
special  attitude. 
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hen  Executive  Director  Judith  Arron  first  came  to  the  hall  in  1986,  one  of  her 
top  priorities  was  to  establish  Carnegie's  first  Archive.  Within  a  few  months, 
she  had  hired  Gino  Francesconi  to  make  it  all  happen.  His  undaunted  perse- 
verance has  resulted  in  an  impressive  collection  of  material  where  once  there  were  only  a 
few  boxes  of  files  and  programs. 

Francesconi,  who  has  studied  to  be  a  conductor,  first  came  to  Carnegie  as  an  usher 
in  1974.  As  Archivist,  he  has  scoured  flea  markets,  sifted  through  dumpsters  of  trash 
being  hauled  away  during  renovation,  and  tracked  down  heirs  of  former  employees 
through  wills  in  surrogate  court.  Bundles  have  poured  in  from  collectors  and  well- 
wishers.  He  has  found  thousands  of  letters,  and  even  priceless  drawings  of  the  original 
facade.  "There  are  so  many  things  out  there.  I  feel  that  if  there's  one,  there  must 
be  another  somewhere." 

The  result  of  all  his  efforts  is  the  new  Carnegie  Hall  Museum,  which  has  opened  with  "Tchaikovsky  at  Carnegie  Hall, 
an  American  Journcv"  featuring  pages  from  the  composer's  scores  which  hav  e  never  before  been  out  of  the  Soviet  Union 
Francesconi  has  found  much,  but  there  is  still  more  to  locate.  As  Francesconi  puts  it,  "If  we  hadn't  started  four 


(  entennial  <  it" 


vears  ago,  we 


probably  wouldn't  have  a  fourth  of  what  we  have  now.  The  material  would  have  been  destroyed." 
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HOW  A  SMALL 
COLORADO  COMPANY 
BECAME  A  GLOBAL  PLAYER. 

Intellistor,  Inc.  is  a  small  high-tech  com- 
pany in  the  foothills  of  the  Colorado  Rock- 
ies. With  a  staff  of  some  130  engineering 
experts,  it  designs  and  develops  some  of 
the  world's  most  sophisticated  storage  sys- 
tems for  high  performance  computers. 

Its  products  are  sold  all  over  the  globe, 
and  this  is  a  source  of  great  pride  to  Intelli- 
stor. And  also  kind  of  a  surprise;  when  it  was 
founded  as  a  start-up  back  in  1983,  it  had 
no  idea  that  it  would  become  a  global  play- 
er. None  whatsoever.  Its  biggest  ambition 
had  been  to  carve  out  a  small  market  niche 
for  itself  in  America.  But  then  it  met  Fujitsu. 

GLOBAL  GIANT 

Fujitsu  is  a  global  computer  and  com- 
munications giant,  an  enormous  force  in 
the  worldwide  high-tech  revolution.  With 
115,000  employees  and  projects  completed 
in  more  than  100  countries,  it  is  working  to 
promote  local  economies  through  global 
distribution  of  products  and  services. 

Fujitsu  discovered  the  genius  of  Intelli- 
stor in  1985,  when  it  contracted  with  the 
company  to  develop  an  intelligent  storage 
system  for  some  of  its  computers.  Intellistor 
did  such  a  fast,  efficient  and  creative  job 
that  Fujitsu  came  back  for  more.  And  more. 
And  soon  a  very  special  relationship  devel- 
oped between  the  two  companies— a  rela- 
tionship that  resulted  in  marriage. 

BRILLIANT  BUT  STRUGGLING 

Like  many  high-tech  start-ups,  Intelli- 
stor was  brilliant  but  struggling,  starving  for 

FUJITSU 

The  global  computer  &  communications  company. 


capital.  For  its  part  Fujitsu  was  at  a  point 
where  it  needed  Intellistor;  it  could  use  the 
company's  freewheeling,  high-spirited  en- 
trepreneurial drive. 

In  1987  Fujitsu  acquired  Intellistor. 
And  since  then  Intellistor  has  doubled  its 
employment,  and  developed  a  whole  string 
of  remarkable  new  products— which  are 
finding  their  way  to  the  global  marketplace. 
And  this  is  only  the  beginning.  The  future 
is  bright  for  both  sides.  That's  what  you 
get  when  you  put  together  the  best  of  two 
different  worlds. 


Lew  Frauenfelder,  president  of  Intellistor.  Mr 
Frauenfelder  founded  Intellistor  in  1983,  met  Fujitsu 
in  1985,  and  pined  forces  with  the  company  in  1987. 
"Our  relationship  with  Fujitsu,"  he  says,  "has  brought 
only  good.  It  has  enabled  us  not  only  to  survive  but  to 
double  our  employment  and  concentrate  on  doing 
what  we  do  best:  develop  world-class  products." 
For  the  full  details  of  the  Fujitsu -Intellistor  story  call 
(303)  682-6539. 


Carnegie  Looks  to  the  Community 
and  the  21st  Century 


"What  I  like  about 
( larnegie  Hall,"  muses 
San  ford  Weill,  "is  the 
fact  that  it  reaches  out 
to  all  elements  of  our 
society  and  isn't  just 
limited  to  the  very 
sophisticated.  1  think  it  really  makes  an 
important  contribution.  For  this  city, 
during  difficult  times,  to  have  an  institu- 
tion that  can  do  that,  one  that  is  recog- 
nized all  over  the  world,  is  a  wonderful 
thing  to  be  part  of." 

Weill  echoes  many  other  board 
members  with  these  words.  They  all 
communicate  a  sense  that  Carnegie 
must  never  lose  its  image  as  a  bastion  of 
excellence.  This  is  now,  one  clearly 
senses,  a  top  priority  on  both  the  board 
and  administrative  level.  So  even  as  the 
Centennial  celebrations  go  on,  there  is 
always  a  sense  of  w  hat  the  future  must 
bring  if  Carnegie  is  to  liv  e  up  to  its  re- 
defined place  in  the  arts  world. 

The  guiding  ethos  for  the  next  100 
years  can  be  summed  up  in  one  word: 
outreach.  It  is  heard  when  Carnegie's 
educational  programs  are  discussed.  It  is 
ever  present  in  the  ambitious  program 
for  commissioning  new  works  Carnegie 
has  embarked  upon;  it  is  the  very  moti- 
vating force  behind  the  Professional 
Training  Workshops.  It  w  ill  doubtless  be 
the  inspiration  for  numerous  other  new 
programs  as  Carnegie  takes  a  look  at  the 
world  around  it,  the  world  within  it,  and 
how  the  two  worlds  can  be  brought 
meaningfully  and  consistently  together. 

this  educational  outreach  reflects 
Stern's  overpowering  commitment  to 
young  talent.  It  is  a  commitment  the 
board  feels;  it  is  a  commitment  that  ani- 
mates Judith  Anon.  Stern,  who  is  elo- 
quent on  any  subject  he  chooses,  takes 
on  a  reflective  tone  when  he  talks  about 
Carnegie's  education  role.  "I  have  spent 
my  life  being  a  friend  to,  an  encourager 
of,  and  an  enthusiast  for,  younger  col 
leagues.  It  invigorates  me.  I  love  it.  I 
love  talent.  I  am  a  working  president;  I 
am  someone  w  ho  lov  es  the  art  of  perfor- 
mance, but  sees  it  not  only  in  terms  of 
those  who  are  successful  now,  but  also  in 
terms  of  those  w  ho  have  to  be  encour- 


aged for  the  future.  I  think  this  aware- 
ness has  become  a  part  of  the  tenet 
of  Carnegie.  We  are  only  as  good  as 
the  future  we  help  make.  And  that's 
why,  from  my  point  of  view,  we're  cele- 
brating not  the  first  100  years,  but  the 
beginning  of  the  second  100  years. 
For  me,  that  is  the  center  of  our  whole 
celebration." 

The  Board  is  also  looking  to  the 
world  for  its  needs,  reaching  across  the 
oceans  for  new  sources  of  funding  and 
possible  new  trustees.  Ralph  Baruch 
notes  that  "we  look  at  the  future  and  the 
next  hundred  years,  because  I  think  this 
hall  is  not  only  a  New  York  institution,  I 
think  it  has  now  taken  a  jjcstalt  which  is 
much  more  global.  For  the  first  time  we 
have  obtained  participation  by  foreign 
companies  in  large  numbers  in  support 
of  this  hall.  And  that  is,  I  think,  the  mis 
sion  for  the  next  decade  or  more,  to 
really  take  adv  antage  of  our  reputation 
on  a  worldwide  basis  and  make  the 


.1  Hie  guiding  etlios 
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world  part  of  Carnegie  Hall.  Let's  take 
the  opening." 

Keeping  up  the  financial  momentum 
is  imperative,  particularly  since  the 
Board  is  very  much  aware  that  the  next 
major  fund-raising  project  will  have  to 
be  for  a  major  endowment.  Meanw  hile, 
the  educational  activities — which  are,  it 
should  be  noted,  a  continuation  of  activ- 
ities that  go  back  as  far  as  Walter  Dam- 
rosch — will  take  up  much  time  and 
effort,  and  the  board  has  made  the  com- 
mitment to  fund  them. 

Though  commissioning  new  works  is 
not  strictly  an  educational  program,  it  is 
a  vital  aspect  of  Carnegie's  mission  to 
expose  audiences  to  the  new,  and  to 
broaden  their  musical  horizons.  The 
program  reaches  well  into  the  next  cen- 


tury, with  one  or  two  commissi 
planned  per  year.  Each  piece  will  be  g 
en  its  world  premiere  on  one  of  t 
Carnegie  stages,  and  then  will  be  giv 
in  the  home  town  of  the  performi 
ensemble,  ensuring  more  than  just  t 
one  performance.  It  is  another  exam] 
of  creative  thinking  and  of  Carnegi 
dedication  to  excellence,  and  to  t 
future.  For  without  new  works  to  add 
the  repertory,  our  concert  halls  v 
become  stale  museums. 

The  Professional  Training  Woi 
shops  offer  a  chance  for  young  profi 
sionals  to  learn  from  their  establish 
elders  in  an  intensive  fashion.  This  p 
year,  two  of  the  initial  three  woi 
shops — one  on  choral  conducting  led 
Robert  Shaw,  the  other  on  prepari 
and  rehearsing  contemporary  scoi 
chaired    by    Pierre    Boulez — offer 
unique  opportunities  for  the  carefu 
selected  participants  and  auditors 
watch  two  consummate  masters  at  wo 
and  learn  in  detail,  how  to  go  about  p 
fecting  their  own  craft.  A  video  doc 
ment  w  as  made  of  the  Shaw  seminar  f 
even  wider  dissemination,  and  to  inspi  L 
other  arts  organizations  to  do  som 
thing  similar  in  their  own  communities 

The  third  workshop,  "Presentir 
Educational  Concerts"  is  the  first 
what  very  well  could  become  a  bi-  or  ti 
ennial  event,  given  the  scope  of  the  su 
ject,  and  the  ever  changing  vievvpoin 
on  how  best  to  introduce  children 
classical  music.  Stern  is  intrigued  by  ; 
the  workshops'  possibilities:  "If  we  Cc 
lead  the  way  by  example,  successful 
and  properly  structured  and  organized 
he  feels  something  important  can  I 
accomplished.  "We  have  to  do  ot 
homework.  If  we  can  do  it,  that's  tl 
direction  I  would  like  to  see  it  take.  Bi 
it  first  depends  on  us  to  do  it  properly.' 

Perhaps  the  boldest  undertaking 
Carnegie's  educational  outreach  is  tl 
in  school  "Link  Up!"  program.  Eac 
year  it  varies,  and  this  promises  always  t 
be  a  learning  process  for  all  involve< 
but  Carnegie  is  reaching  into  the  clas, 
room  to  target  both  pupils  (4th  throug 
6th  graders)  and  their  teachers.  Tf 
three  distinct  tiers  of  the  program  stre 
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Taking  a  Class  Act 
to  the  Top 


rt  Shaw  conducting  the  Brahms  German  Requiem. 


action,  and  begin  with  a  teachers'  workshop  to 
>are  them  for  what  will  take  place.  Then  an 
t  goes  into  those  classrooms  for  Link  I.  Link  II 
es  to  the  school  auditorium  with  the  American 
phony's  chamber  orchestra.  The  program  con- 
es in  Carnegie  for  Link  III,  a  full  symphonic 
;crt.  In  all,  this  thorough,  creative  program 
hes  some  22,000  children  annually, 
ames  Wolfensohn  has  developed  some  very 
ionate  views  on  what  lies  ahead.  "I  think  the 
t  important  single  challenge  to  Carnegie  and 
erforming  arts  institutions  around  the  country 
idience  development  and  education.  I  think  we 
w  how  to  put  on  a  concert,  and  I  think  given 
nee  and  balance,  we  can  put  together  a  very 
d  season.  But  none  of  that  is  going  to  be  any 
d  if  the  age  of  our  audience  continues  to 
ease,  and  if  the  school  systems  don't  recognize 
cultural  heritage  and  education  are  essential  to 
life  of  this  country. 

'The  enrichment  of  the  spirit  is  not  just  some- 
g  for  the  rich,  something  for  the  white  middle 
s;  it's  something  that  really  matters  to  distin- 
;h  the  country.  It's  not  an  easy  argument  to  sell, 
I  believe  it  passionately.  I  think  it  is  essential 
:  organizations  with  a  sense  of  quality  and  the 
»e  of  tradition  that  Carnegie  has  should  address 


emi  music  moves  to 
Carnegie  Hall  Tower 


People  come  to  Carnegie  Hall  to  see 
remarkable  performances.  we  are  flattered 
that  so  many  people  have  been  calling  our 
team's  recent  performance  remarkable  as 
well.  and  we  know  this  is  just  the  beginning. 

from  rock  to  rap,  from  classical  to  country, 

from  r  &  b  to  jazz         emi  music's  record 

labels,  emi  music  publishing,  our  cema 
distribution  system  and  our  manufacturing 
facilities  are  setting  an  industry  standard 
for  excellence.  like  carnegie  hall,  we're 
nurturing  and  showcasing  the  world's  finest 
artistic  talent. 

That  is  why  EMI  Music  is  proud  to  have 
relocated  our  new  headquarters  to  carnegie 
hall  tower.  because  when  you're  a  class 
act,  Carnegie  Hall  Tower  is  the  place  to  be. 


EMI  MUSIC 
Carnegie  hall  tower 
152  West  57th  Street 
New  York,  NY  10019 
21  2/261  -3000 
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more  and  more  of  their  resources  to 
bridging  the  financial,  ethnic,  and  cul- 
tural gap  to  reach  a  broader  audience.  I 
think  that  is  really  the  challenge — 
maybe  the  single  most  important 
challenge  —  for  Carnegie  in  the  next 
century." 

As  Carnegie  looks  to  that  century, 
and  the  knotty  problems  of  keeping  the 
arts  vital,  keeping  the  halls  full,  and 
keeping  the  fund  raising  fruitful,  it  is 
worth  noting  that  no  one  involved 
thinks  this  is  going  to  be  easy,  but  all 
insist  it  is  the  only  way  Carnegie  will 
survive.  And  yet  this  is  not  a  time  for 
anxiety  about  the  future,  but  tor  an 
appreciation  of  w  hat  this  hall  has  meant 
to  so  many  people  during  this  past  cen- 
tury. Weill  talks  about  what  the  chance 
to  give  to  Carnegie  as  a  patron  and  as  a 
trustee  has  meant  to  him.  "I  think  it's 
tremendously  rewarding  to  be  able  to 
make  a  contribution  back  to  society 
when  you're  fortunate  enough  to 
benefit  from  society.  I've  been  able  to 
do  that  to  some  degree  and  that's  been 
very  rewarding. 

"I  think  that  there  is  a  feeling  among 
us  that  we  owe  New  York,  but  also  soci 
ety,  something.  If  we  can  be  helpful  by 
being  a  place  w  here  young  performers 
can  get  to  understand  something  as  it 
w  as  meant  to  be,  or  be  moved  by  some- 
thing, it's  terrific.  When  you  meet 
artists,  and  hear  how  they  were  moved 
the  first  time  they  played  at  Carnegie 
Hall — whether  it  was  in  the  Recital  Hall 
or  (  arnegie  Hall — and  what  it  meant 
to  them,  we  know  we  have  something 
that  is  more  than  a  building.  It's  a  living 
institution  that  really  has  an  influence 
c >n  pe< >ple." 

In  closing,  who  better  to  give  their 
own  personal  reactions  than  the  two 
men  who  have  done  more  than  any  oth- 
ers to  bring  Carnegie  Hall  to  the  bril- 
liant status  it  enjoys  as  the  reigning  jewel 
of  the  world's  crown  of  great  concert 
halls,  Isaac  Stern  and  James  Wolfensohn. 

Both  refer,  finally,  to  the  on  stage 
experience  as  making  everything  worth 
while.  For  Wolfensohn,  the  richest 
aspect  of  his  association  with  the  hall  has 
been  "the  rare  experience  of  an  unfor- 
gettable evening,  be  it  Leonard  Bern- 
stein doing  Mahler,  or  Rostropovich  and 
Stern  and  Horowitz  playing  the 
Tchaikovsky  Trio.  Knowing  that  for 
them  to  be  on  stage  it  was  necessary  for 
me  and  for  others  to  do  things  which 


were  newer  visible  but  which  made  it 
possible  for  the  hall  to  exist,  and  to  give 
it  a  sense  of  continuity  with  the  past  and 
hope  for  the  future.  But  it  is  the 
moment  on  stage  which  gives  you  the 
reward.  It's  not  the  balancing  of  the 
budget  or  the  imposition  of  an  adminis- 
trative structure,  it  is  the  moment.  And 
if  you're  a  music  lover,  and  you  sense 
that,  even  though  you  can't  play  the  cel- 
lo like  Rostropovich  and  you  can't  con- 
duct like  Lenny  Bernstein,  you  can  nev- 
ertheless feel  a  part  of  it." 

As  for  Stern,  he  was  talking  in  the 
very  room  in  which,  on  January  10, 
I960,  the  plans  to  save  Carnegie  were 
fu  st  seriously  discussed.  With  one  of  the 
finest  views  in  Manhattan  behind  him, 
Stern  reminisced  about  what  his  expec- 
tations were  at  that  time,  and  what  the 
hall  has  evolved  into  since  then.  "I  just 
wanted  to  have  it  kept,  not  destroyed. 
That  it  has  grow  n  to  such  an  extent,  has 
become  such  a  musical  powerhouse  in 
itself,  was  never  a  plan  of  mine.  It  has 
gone  tar  beyond  what  I  expected.  All  of 
it  has  been  good.  Needless  to  say,  there 
have  been  tons  and  tons  of  moments 
and  times  and  things  which  have  been 
difficult,  painful,  problematic,  but  that's 
no  comparison  to  the  time  when  we  had 


our  85th  anniversary,  with  cveryboc 
together   on    stage,   and    I  listenc 
to  Horowitz  playing,  and  [Dietricl 
Fischer- Dieskau    singing,   and  Slavf 
[Rostropovich]  playing,  and  Lenny  w, 
standing  there,  I  sat  next  to  Wane 
[Horowitz],  and  the  two  of  us  cried  lil) 
babies....  Those  are  moments,  lislenir 
to  artists  playing,  listening  to  youni 
people  playing.  It  was  a  tough  fight,  bu| 
Cod,  it  was  worth  it.  It  has  been  one  J 
the  very  special  emotional  thanks." 
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TOP:  Pierre  Boulez  putting  a  young  conductor 
through  his  paces.  ABOVE:  Rachacl  Worby  with 
schoolchildren  during  a  "Link  Up!"  concert, 
and  a  letter  from  a  grateful  pupil 
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At  Last  I  Move  A  Qallery  "That  s 
OldTLnough  "To  "Toast  Itself! 

t  seems  (ike  only 
yesterday  that  I 
first  put 

my  key  in  the  door. 
Oiow  seared  I  was 
and  how 
wonderfully 
hopeful  I  felt. 
And  as  each  year 
passed  I  Became  a 
little  less  scared 
and  a  little  more 
hopeful,  and  my 
wonder  grew  as 
the  Qallery 's 
roots  took  hold. 

"How,  twenty-one  years  have  passed,  for  most  of  that  time  I  have  had  the  sheer  delight 
of  representing  Al  OTirschf eld,  whose  drawings  you  have  seen  gracing  the  pages  oj  the 
"Hew  JbrkjTimes. . .  where  he  has  appeared  regularly  for  68  years. 

See  the  originals.  Chaplin  struts.  "JredAstaire  whirls  Qinger  around  the  dance  floor. 
Merman  belts,  Channing  chants,  "Bernstein  conducts,  ^Harold  Lloyd  hangs,  "Baryshnikpv 
leaps.  "The  "Beatles  sing  their  hearts  out  in  their  American  debut.  Visit  us  all  at  our  new 
address,  699  Madison  Avenue,  and  join  in  our  rejoicing  for  this  new  location. 

I  lookjorward  to  welcoming  you  to  the  Qallery — to  seeing  many  old  friends,  and  to 
greeting  friends  I  have  yet  to  meet!  "We 've  got  the  twentieth  century  on  our  walls,  and  at 
twenty-one  years — at  last — a  Qallery  that's  old  enough  to  toast  itself! 


The  Margo  Feiden  Galleries  699  Madison  Avenue— 'twixt  62nd  &  63rd  Streets— New  York,  NY  10021 
Street  Level,  Lower  Level  and  Sixth  Floor  (212)  677-5330/Fax:  (212)  223-4319 


Exclusive  representative  for  the  work  of  Al  Hirschfeld.  Original  Drawings,  Etchings  and  Lithographs.  Commissions  and  Licensing. 
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arnegie  Hall  w  as  built  bv  an  American 
business  legend  who  expected  the  hall 
to  be  supported  by  the  community. 
Its  current  prosperity  is  clearly  due  to  the  excel- 
lence on  stage,  yet  just  as  clearly  to  the  generos- 
ity ot  individuals  and  corporations  around  the 
globe.  The  distinguished  advertisers  who  made 
possible  this  centennial  celebration  of  Carnegie 
Hall  in  word  and  picture,  have  all  recognized 
the  role  this  institution  has  played  and  will  con- 
tinue to  play  in  our  cultural  history.  We  at  Busi- 
ness Week  are  pleased  to  join  them  in  congratu- 
lating our  American  musical  treasure  on  this 
momentous  occasion. 


John  W.  Patten 
Publisher.  Business  Week 


The  text  of  this  special  section  was  written 
by  Thor  Eckert.  Jr..  former  music  critic  for 
The  Christian  Science  Monitor.  Mr.  Eckert  is 
a  regular  contributor  to  the  monitor,  the 
New  York  Times.  Opera  News.  Stagebill  and 
Musical  America. 

Business  Week  gratefully  acknowledges 
Carnegie  Hall's  enthusiastic  support. 

Director.  Special  Projects 
WILLIAM  H.  DEGRAFF 

Project  Coordinator 
LYDIA  M.  Chapin 

Art  Direction  'Design 

Michael  Aron  and  Company 


The  Little  Giants 
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al-Mart  Stores,  Merck,  McDonald's— they're  the  kind  of  uptown,  glamour  stocks  that 
conservative  investors  can  embrace  without  too  much  worry.  Sure,  markets  will  gyrate. 
And,  yes,  life  comes  with  precious  few  guarantees.  Yet  year  in  and  year  out,  these  issues  perform 
ably.  No  need  for  that  jumbo-size  prescription  of  Valium  with  this  crowd.  But  then  there  are  the  more 

daring  investors  who  hope  to  bag  that  once-in-a-lifetime  stock, 


who  don't  mind  throwing  some  money  at  obscure  names  such 
as  Xoma,  Biogen,  and  Horsehead  Resource  Development. 

Horsehead  Resource?  A  chain  of  glue  factories,  you  ask? 
Not  exactly.  It's  a  hot  growth,  environmental-services  firm  out 
of  Palmerton,  Pa.  And  it's  one  of  this  year's  Little  Giants, 
BUSINESS  WEEK'S  annual  roster  of  supersonic  companies 
with  sales  of  less  than  $100  million.  True,  they're  hardly 
household  names.  Still,  plenty  of  investors  believe  they  may  be 
tomorrow's  stars,  and  they've  vaulted  these  stocks'  market 
values  into  the  lofty  ranks  of  the  BUSINESS  WEEK  1000.  As 
a  group,  they  reflect  the  new  pockets  of  vitality  emerging 
within  the  U.  S.  economy.  It's  an  elite  cadre  dominated  by 
drug,  software,  health  care,  telecommunications,  and  real 
estate  outfits — and  some  odd  birds 

Which  brings  us  back  to  Horse 
head,  a  newcomer  to  this  year's  list 
and  a  lesson  in  how  the  dirtiest  of 
jobs  can  generate  loads  of  cash. 
Horsehead  handles  the  hazard- 
ous dust  generated  by  electric 
arc  furnaces  used  by  mini-mill  W 
steelmakers.  It  extracts,  among  n 
other  things,  zinc  oxide  and  recy- 
cles it  as  a  raw  material  to  zinc 
processors.  Horsehead  picks  up 
fees  for  handling  the  sooty  stuff  and 
reselling  raw  materials.  Now,  it's 
hoping  to  spin  some  gold  out  of  th< 
resource-rich  sludge  left  over  al 
many  steel  foundries.  The  company 
went  public  in  June,  1990,  and  last 
year  earned  $19.8  million  on  $55  mil- 
lion in  sales,  which  have  nearly 
doubled  during  the  past  two  years. 

Another  upstart  is  Atlanta's 
Knowledgeware  Inc.  Co-founded  by 
former  Minnesota  Viking  great  Fran 

LUSTRATIONS  BY  MICHAEL  BARTALOS 


Tarkenton,  the  company  turns  out  computer-aided,  sofware- 
engineering  products,  which  help  companies  automate  and 
write  their  own  computer  programs.  Knowledgeware  is  the 
undisputed  leader  in  this  $450  million  market.  And  it  hasn't 
had  much  trouble  attracting  some  deep-pocket  investors:  IBM 
owns  a  9%  stake.  Small  wonder.  In  its  last  fiscal  year,  Knowl- 
edgeware posted  a  W/<  jump  in  earnings,  to  $11.7  million. 

T  H  0  S  E  HO  T  I)  R  U  (.  S  TOC  K  S 
ARE  HOT  T E R  THAN  EVER 

Investors  continue  to  go  nuts  over  drug  stocks.  And  this 
year's  Little  Giants  list  is  chock  full  of  them — starting  with 
the  top  five  in  market  value.  One  sizzler  is  Alza  Corp.  of  Palo 
_ — ^^^^  Alto,  Calif.,  which  specializes  in  drug 
delivery  systems  and  pharmaceuti- 
cal products.  It  has  enjoyed  great 
success  with  a  hypertension- 
fighting  drug  called  Procardia 
XL  and  has  other  products  in  the 
pipeline  awaiting  federal  approv- 
al. Last  year,  it  turned  in  a  3Y'< 
jump  in  earnings,  to  $24.7  million, 
on  $99  million  in  sales. 

In  a  year  that  saw  plenty  of  car- 
nage in  the  real  estate  market,  there 
are  a  select  few  companies  that  still 
get  investors  hot.  One  is  Meditrust 
Management  Corp.,  a  health  care 
real  estate  investment  trust  based  in 
Waltham,  Mass.  It  owns  and  pro- 
vides financing  for  nursing  homes, 
psychiatric  hospitals,  drug  and  al- 
cohol rehab  facilities,  and  retire- 
ment communities.   Its  growth 
has  been  meteoric:  In  1986,  Medi- 
trust owned  just  six  nursing 
homes  and  a     ^  ► 
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THINKING  SMALL 

Companies  uitb  bigb  market  ralue  and  1990  sales  beloic  S100  million 


COMPANY 


MIUJONS  Of  DOLLARS 


MARKET 
VALUE 


SALES 


INDUSTRY 


km 

CENTOCOR 

CHIRON 

BIOGEN 

MYLAN  LABORATORIES 


$2073 
1089 
1035 
956 
870 


$99 
65 

50 
94 


Drugs  &  research 

Drugs  &  research 

Drugs  &  research 

Drugs  &  research 

Drugs  &  research 


T2  MEDICAL  721  83 

IMMUNEX  678  31 

MAGMA  POWER  676  86 

NEW  PLAN  REALTY  TRUST  666  55 

BP  PRUDHOE  BAY  ROYALTY  TRUST           634  69 


Health  care  services 
Drugs  &  research 
Utilities 
Real  estate 
Oil  &  gas 


GENZYME  600  55 

U.  S.  BIOSCIENCE  590  o 

U.  S.  CELLULAR  575  63 

HORSEHEAD  RESOURCE  DEVELOPMENT        562  55 

GENETICS  INSTITUTE  561  40 


Drugs  &  reseorch 
Drugs  &  research 
Telecommunications 
Pollution  control 
Drugs  &  research 


ASSOCIATED  COMMUNICATIONS 

XILINX 

MERCURY  FINANCE 
VANGUARD  CELLULAR  SYSTEMS 
WEINGARTEN  REALTY 


553 
514 
507 
491 
487 


32 
~z~ 
95 
:- 

77 


Telecommunications 
Semiconductors 
Financial  services 
Telecommunications 
Real  estate 


CETUS 

DIAGNOSTIC  PRODUCTS 
XOMA 

TOTAL  SYSTEM  SERVICES 
KNOWLEDGEWARE 


-:- 
455 
446 
435 
434 


: : 
76 
20 
84 
92 


Drugs  &  research 
Drugs  &  research 
Drugs  &  research 
Computer  software 
Computer  software 


SYMANTEC  420  95 

SYNERGEN  405  9 

HEALTH  CARE  PROPERTIES  INVESTORS       398  72 

CRI  LIQUIDATING  REIT  392  37 

MEDITRUST  386  89 


Computer  software 
Drugs  &  research 
Health  care  services 
Real  estate 
Health  care  services 


AMERICAN  HEALTH  PROPERTIES 
AMERICAN  WASTE  SERVICES 


Health  care  services 
Pollution  control 


50%  share  of  a  retirement  community.  Today,  it  has  8780 
million  invested  in  nearly  120  health  care  facilities  in  25 
states.  Last  year,  earnings  skyrocketed  35%,  to  829  million, 
and  revenues  rose  24c'<.  to  889  million.  Another  high-flier  is 
New  Plan  Realty  Trust.  Specializing  in  shopping  centers  and 
apartment  complexes.  New  Plan  has  roughly  8200  million  in 
cash  and  marketable  securities,  and  has  virtually  no  debt. 
That  gives  it  quite  an  edge  in  a  distressed  real  estate  market. 

Of  course,  investors  continue  to  swoon  over  some  of  those 
cellular  telephone  stocks.  And  why  not?  The  84.5  billion  indus- 


try is  growing  at  a  brisk  clip.  Even  so,  investors  had  better  be 
patient.  U.  S.  Cellular  Corp.,  for  instance,  saw  its  subscriber 
base  grow  59*~r.  to  roughly  57,300.  yet  posted  a  814.7  million 
loss — and  it's  lost  money  even-  year  since  its  founding  in  1985. 
The  reason:  big  front-end  construction  and  marketing  costs. 

Will  U.  S.  Cellular  investors  hit  paydirt  down  the  road? 
Perhaps.  The  Little  Giants  may  be  a  bunch  of  no-names  at 
the  moment.  But  if  the  market's  judgment  proves  prescient, 
you'll  be  hearing  a  lot  more  from  them  in  the  years  ahead. 

By  Brian  Bremner  in  New  York,  with  bureau  reports 
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Concorde  What  a  commute  should  be. 


Lincoln  What  a  luxury  car  should  be. 


_____________  ^ 


TERIZED  HANDLING  AND  ABS  STOPPING  POWER  IN  ONE  OP  THE  WORLD'S  MOST  ADVANCED  LUXURY  AUTOMOBILES.  I  800  446-8888: 


MERCURY  DIVISION  CSSrf.;    Buckle  Up-Together  W>  ( 
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fwenty  Five  Executives  to 


lsewhere  in  the  pages  of  this  special  issue,  you'll 
find  computer-generated  lists  based  on  precise, 
immutable  criteria.  In  the  case  of  BUSINESS 
week's  annual  list  of  25  Executives  to  Watch, 


we  make  no  such  claims.  On  the  contrary,  it's  purely  a  judg- 
ment call  on  the  part  of  the  magazine's  editors:  We've  picked 
25  men  and  women  whose  careers,  for  various  reasons,  inter- 
est us  and  are  likely  to  interest  our  readers. 

Why  these  people  in  particular?  Some  of  them  face  intricate 
problems;  some  are  coming  off  notable  triumphs;  all  have 
unparalleled  opportunities  to  win — or  lose — in  a  year  when  the 
economy  is  struggling  to  recover  momentum. 

As  always,  the  1991  collection  includes  some 
familiar  faces.  There's  no  mistaking  John 
Reed  of  Citicorp  or  Lee  Iacocca  of 
Chrysler,  both  struggling  to  rejuvenate 
their  companies  and  resuscitate  their 
images.  Everyone  knows  Bill  Marriott 
Jr.,  trying  like  mad  to  check  out  of 
the  Debt  Hotel.  Remember  Bill  Ruck- 
elshaus,  the  former  Environmental 
Protection  Agency  boss?  These  days, 
he's  trying  to  clean  up  waste  handler 
Browning-Ferris.  How  about  William 
Donaldson,  a  founder  of  the  Donald- 
son, Lufkin  &  Jenrette  securities 
firm?  He  now  heads  the  New  York 
Stock  Exchange,  which  is  under  fire 
from  competitors  around  the  globe. 

Several  members  of  this  year's 


m  ► 
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executives  10  waicn 


WHERE  ARE  THEY  NOW:  LOOKING  BACK  OVER  5  YEARS 


Much  like  movie  stars, 
the  most  interesting 
business  people  often 
burn  bright  and  then 
vanish  from  the  public 
eye.  Certainly,  many  of  the  107  men  and 
women  profiled  as  Executives  to  Watch 
fit  that  description, 

Frank  Lorenzo  (first  profiled 
in  1986)  was  once  the  highest- 
flying  airline  executive  around. 
These  days,  he  keeps  an  office  at 
his  now-bankrupt  Continental 
Airlines  Holdings,  but  he  con- 
fines himself  to  much  smaller 
investments  and  the  occasional  speech. 

E.  F.  Hutton  Chief  Robert  Eomon 
(1986)  left  in  1987,  after  the  brokerage 
pleaded  guilty  to  2,000 
counts  of  criminal 
fraud  stemming  from  a 
check-kiting  scheme. 
His  own  small  invest- 
ment firm  s  big  deal:  a 
takeover  of  Cuisinarts, 
A  year  later,  the  kitchen-equipment  dis- 
tributor filed  for  bankruptcy  protection 
and  now  belongs  to  Conair. 

Ad  man  Don  Johnston  (1987) 
left  struggling  J.  Walter  Thomp- 
son during  its  1987  takeover  by 
wpp  Group.  He 's  on  a  couple  of 
corporate  boards,  including 


JOHNSTON 


McGraw-Hill,  publisher 

Of  BUSINESS  WEEK.  He 

also  helps  his  son  run 
a  Vermont  cider  mill 
and  mail  order  busi- 
ness and  has  taken  up  flying. 

F.  Ross  Johnson 's  (1987)  star  burned 
so  bright  it  landed  him  on  the  cover  of 
Time— under  the  headline 
"Greed. "  Since  failing  to  nab 
rjr  Nabisco,  he  formed  the 
obligatory  investment  firm,  rjm 
Group.  Based  in  Atlanta,  the 
firm  has  done  no  deals  of  note. 
Johnson,  however,  is  said  to  be 
playing  lots  of  golf. 

President  Reagan 's  budget  director 
David  Stockman  (1986)  got  a  big  ad- 
vance for  "The  Triumph  of  Poli- 
tics, "  but  his  book  about  his 
years  in  Washington  was  a  flop. 
Stockman  worked  briefly  for  Sal- 
omon Brothers,  then  left  to  join 
the  B/ackstone  Group  investment 
firm  in  1988  as  an  "idea  man.  " 

To  many  executives,  Peter  Lynch 
(1987)  had  the  best  idea  of  all.  Hugely 
successful  as  manager  of  Fidelity  's  Ma- 
gellan Fund,  he  chucked  it  all  in 
last  year,  citing  a  desire  to 
spend  more  time  with  his  family. 
A  Fidelity  trustee,  he  keeps  an 
office  but  is  seldom  working 


there.  "It's fantastic." 
he  says. 

Like  Lynch,  Donald 
Petersen  (1988)  also 
left  while  the  leaving 
was  good— or  was  he  pushed?  Ford  's  ex- 
ceo  denies  that  a  dispute  with  the 
board  over  planning  his  succession  led 
to  early  retirement. 
He 's  writing  a  book, 
serving  on  boards,  and 
speaking.  "Frankly, 
I'm  still  agreeing  to  do 
too  many  things,  "he 
says. 

Samuel  Armacost  (1986)  was  replaced 
by  the  man  who  hired  him  as  BankAmer- 
ica  chief,  Tom  Clausen.  Armacost  left 
the  troubled  bank  for  Merrill 
Lynch  Capital  Partners,  then 
shifted  to  Weiss.  Peck  &  Greer,  a 
New  York  investment  company. 
J  He  works  in  San  Francisco  and, 
like  Johnson,  plays  a  lot  of  golf. 
While  they  hit  the  links,  Fred 
Wang  (1987)  hits  the  books.  The  son  of 
An  Wang,  founder  of  Wang  Laboratories, 
he  exited  the  computer  maker  in  1989. 
Today,  he's  attending 
Harvard's  Kennedy 
School  of  Government. 
He  gets  his  $455,000 
salary  into  1995. 


group  are  celebrating  promotions.  Bob  Rubin  and  Steve  Fried- 
man, for  instance,  have  just  become  co-chairmen  of  Goldman, 
Sachs  &  Co.,  and  Walt  Williams  is  getting  comfortable  in  his 
new  office  at  Rubbermaid.  All  three  have  the  added  pressure 
of  following  very  well-regarded  executives.  When  it  comes  to 
succeeding  bosses  with  high  profiles,  no  one  can  top  Ray 
Irani,  taking  over  for  the  late  Armand  Hammer  at  Occidental 
Petroleum. 

Silicon  Valley  remains  watchable  as  ever.  This  year,  both 


entries  from  the  valley  are  women:  Sandra  Kurtzig,  who  is 
digesting  a  difficult  acquisition  at  ASK  Computer  Systems, 
and  Carol  Bartz,  a  rising  star  at  Sun  Microsystems. 

On  the  opposite  coast,  Sony  gambles  that  Mickey  Schulhof 
can  succeed  in  entertainment  "software"  with  its  aco.uisitions 
of  Columbia  Pictures  and  the  former  CBS  Records.  And  the 
newly  aggressive  Bob  Allen  of  AT&T  is  the  sole  Executive  to 
Watch  waging  a  hostile  takeover — evidence,  as  if  anyone  need- 
ed it,  that  the  1980s  are  indeed  over. 
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At  ROLM,we  encourage 
)ur  most  valuable  employees  to  look  into 

other  professions. 


And  they  look  pretty  hard.  Into  Insurance,  Banking, 
Healthcare,  or  whatever  your  field  happens  to  be. 
Because,  along  with  knowing  the  telecommunica- 
tions business, we  require  our  reps  to  have  a  knowledge 
of  yours.  Only  then  can  they  help  design  a  telecom- 
munications system  to  meet  your  specific  needs. 

Our  people  stay  involved  in  your  profession 
long  after  your  voice  and  data  facilities  are  com- 
bined into  one  integrated  system.  Because  a  system 
can't  help  your  business  run  more  effectively 


until  each  of  your  employees  knows  how  to  use  it. 
We'll  recommend  specific  applications  designed 
to  improve  productivity.  PhoneMaiT  for  instance. 
The  voice  messaging  system  that  not  only  elimi- 
nates missed  and  garbled  messages,  but  also 
records,  stores,  routes,  or  even  ties  messages  to  a 
computer.  And  Automatic  Call  Distribution  that 
functions  as  a  communications  manager  to  expedite 
and  route  your  customers'calls  to  available  agents  as 
efficiently  as  possible. 

It  takes  some  extra  time  and  effort,  not  to  men- 
tion a  lot  of  investigation,  to  learn  a  new  profession. 
But  at  ROLM®  that's  the  only  way  we  work.  Because 
we  know  the  best  way  to  mind  our  business  is  to 
make  sure  we're  minding  yours. 

For  more  information ,  call  ROLM  at  1-800- 
624-8999  extension  235,  or  contact  your  authorized 


ROLM  Business  Partner. 

An  IBM  and  Siemens  Company 

We  ask  better  questions.  You  get  better  answers. 
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John  Reed 


M     J  nlike  many  other  big-bank 

■  /   CEOs,  John  S.  Reed  isn't  terri- 

■  /    bly  formal.  Often,  his  jacket  is 

■  /    off  and  his  shirt  sleeves  are 

rolled  up  as  he  glides  around 
Citicorp's  executive  offices.  Reed  spends 
his  more  reflective  moments  in  a  library 
down  the  hall  from  his  second-floor  of- 
fice. There  are  no  phones  and  no  desks, 
and  the  decor  has  a  Japanese  flavor,  with 
rice-paper  screens  over  the  windows. 

It's  easy  to  see  why  he  would  want  an 
escape  like  that.  Citicorp,  the  nation's 
biggest  bank-holding  company,  endures 
some  of  the  industry's  biggest  problems. 
Last  year,  a  softening  real  estate  mar- 
ket and  recession  combined  to  batter 
Citi's  loan  portfolio  and  send  its  share 
price  flown  56%.  Losses  stood  at  8382 
million  in  the  final  quarter.  And  Reed 
says  it's  conceivable  that  another  $2  bil- 
lion worth  of  loans  could  go  bad  in  the 
first  half  of  1991. 

That  means  that  Reed,  o2.  must  put 
his  grand  plans  on  hold.  Rather  than 
extending  Citi's  global  banking  network, 
the  onetime  wunderkind  of  U.  S.  bank- 
ing is  beginning  to  think  short-term.  "I 
still  believe  we  have  the  best  banking 
franchise  in  the  world,"  says  Reed.  "But 


Citi's  shirt  sleeves  boss  must  put 
aside  his  ambitious  plan  to  build 
America's  first  nationwide  bank, 
and  concentrate  instead  on  short- 
term  goals:  cut  costs  and  sell 
some  assets  in  order  to  restore 
profitability  and  replenish  capital 

we  have  to  concentrate  on  getting  our 
act  together." 

To  nurse  his  bank  back  to  health. 
Reed  is  slimming  Citi  down  and  slashing 
costs.  He  hopes  to  cut  about  8,000  jobs 
by  1992  as  part  of  an  effort  to  reduce 
expenses  by  81.")  billion  a  year.  "We  are 
dramatically  going  to  change  how  we 
run  the  place,"  Reed  says.  He  is  also 
pulling  back  from  some  key  ventures, 
including  Citi's  money-losing  Quotron 
Systems  Inc.  Reed  concedes  that  he  can 
no  longer  afford  to  pour  millions  of  dol- 
lars into  the  computerized  stock-infor- 
mation system  that  Citi  acquired  in  1980. 
Instead,  he  says  he  might  look  for  a 
joint-venture  partner. 


Perhaps  the  biggest  challenge  for 
Reed  is  to  raise  capital.  Under  pressure 
from  regulators,  Reed  has  set  an  ambi- 
tious goal  of  as  much  as  $5  billion  over 
the  next  couple  of  years.  He  is  off  to  a 
cmick  start  this  year.  Despite  a  chorus 
of  critics  who  doubted  Reed's  ability  to 
attract  outside  cash  given  Citi's  woes,  he 
has  raised  S1.25  billion  through  private 
placements  of  convertible  preferred 
shares.  Investors  include  a  Saudi  Arabi- 
an prince  and  an  undisclosed  group  of 
institutions  that  were  assembled  by 
Morgan  Stanley  &  Co. 

What's  more,  Citi's  CEO  is  sizing  up 
the  bank's  far-flung  businesses  to  deter- 
mine which  might  fetch  a  fair  price  on 
the  market.  Goldman,  Sachs  &  Co.  is 
working  on  a  plan  to  sell  as  much  as 
20''  of  Citi's  crown  jewel,  its  credit-card 
empire,  possibly  by  the  end  of  this  sum- 
mer. Selling  a  piece  of  the  business 
could  raise  upwards  of  $1  billion,  ana- 
lysts say.  As  for  the  more  distant  fu- 
ture. Reed  says  he  would  study  the  pos- 
sibility of  a  merger.  "It's  not  a  priority," 
he  acknowledges.  Still,  it  shows  that 
Citi's  immediate  problems  have  not  ob- 
scured Reed's  long-term  concerns. 

By  John  Meehan  in  New  York 
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Edward  Finkelstein 


Macy's  pugnacious  chief  has  been  whittling  down  the  retailer  's  crushing  load  of  debt  in  a  series 
of  shrewd  financial  mores.  Better  numbers  gire  him  a  chance  to  show  his  stuff  in  his  real 
business:  selling  lots  of  merchandise— profitably,  once  the  economy  turns  around 


fdward  S.  Finkelstein  concedes 
he  was  naive  about  finance 
when  he  took  his  company  pri- 
vate in  1986.  He  paid  a  price 
for  that  naivete.  Following  the 
leveraged  buyout  of  R.  H.  Macy  &  Co., 
its  sales  trailed  off,  cash  flow  dropped, 
and  the  price  of  its  junk  bonds  plummet- 
ed. Finkelstein's  detractors  predicted 
Macy's  would  have  to  file  for  Chapter  11 
bankruptcy  protection.  Even  his  support- 
ers wondered  how  the  man  known  as 
one  of  the  industry's  savviest  merchants 
was  going  to  keep  his  stores  afloat. 

But  now  it  looks  as  if  Finkelstein 
knew  something  about  finance  after  all. 
Earlier  this  year,  Macy's  raised  badly 
needed  capital  by  selling  a  $162  million 
equity  stake  to  several  of  its  power- 
house preferred  shareholders — among 
them  Loews  Corp.'s  Laurence  Tisch  and 
real  estate  mogul  Alfred  Taubman. 
Finkelstein,  66,  used  that  money  to  buy 
back  at  least  $371  million  worth  of 
Macy's  junk  bonds  at  depressed  prices. 
The  difference  between  the  price  at 
which  Macy's  originally  sold  the  bonds 
and  the  price  at  which  it  bought  them 
back  allowed  the  company  to  record  an 
extraordinary  gain  of  $85.3  million  in  the 
quarter  ended  Feb.  2.  And  even  before 
the  gains,  Macy's  recorded  a  net  loss  of 
$7.3  million — a  substantial  improvement 
over  last  year's  $39  million  loss  for  the 
same  period. 

The  stocky  CEO  is  known  as  a  tem- 
peramental and  tough  boss  who  brooks 
no  dissent.  In  an  October  interview,  he 
became  furious  when  a  reporter  asked 
about  what  some  outsiders  perceive  as  a 
decline  in  the  level  of  Macy's  customer 
service.  But  few  can  match  his  retail 
experience.  Finkelstein  joined  Macy's  in 
1948,  with  an  MBA  from  Harvard.  To- 
day, he  owns  roughly  37c  of  the  company, 
and  he  makes  about  $1.1  million  a  year — 
one  of  Seventh  Avenue's  top  salaries. 

Some  industry  pundits  credit  Finkel- 
stein's decision  to  hire  Myron  "Mike"  E. 
Ullman,  Macy's  new  vice-president  of  fi- 
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nance,  for  much  of  the  turnaround.  Ull- 
man slashed  inventories,  and  analysts 
say  he  cut  back  on  funds  allotted  to 
sales  help  and  housekeeping. 

The  positive  news  should  keep  filter- 
ing in.  The  sale  of  Macy's  credit-card 
subsidiary  to  GE  Capital  for  some  $100 
million  is  said  to  be  nearing  completion. 
Finkelstein  says  that  by  the  end  of  this 
year,  Macy's  will  cut  its  $5.2  billion  debt 
by  $2  billion — trimming  some  $200  mil- 
lion from  interest  payments.  Although 
the  company  will  face  tough  competition 
from  Nordstrom  Inc.  as  the  Seattle- 
based  chain  opens  stores  in  the  North- 
east, "I  was  pleasantly  surprised  by  all 
the  good  news,"  says  Michael  Cha,  an 
analyst  at  J.  P.  Morgan  Securities  Inc. 
"The  question  is,  can  Macy's  catch  the 


upswing  and  not  just  defend  against  a 
downturn'.'" 

Finkelstein  thinks  he  can.  "We're  com- 
ing out  swinging,"  he  says  with  a  grin. 
"We  went  through  trauma  but  the  worst 
is  over.  We  are  not  going  to  file  for 
bankruptcy.  We're  going  to  achieve  air 
supremacy  in  fiscal  '92."  In  other  words, 
Macy's  is  going  to  be  on  TV  a  lot.  Fink- 
elstein recently  announced  that  the  re- 
tailer had  budgeted  at  least  $150  million 
on  television  advertising  in  1992 — five 
times  1990  spending.  Although  some  of 
the  money  will  come  from  vendors,  the 
bigger  budget  is  a  sign  that  Finkelstein 
feels  confident  about  the  chain's  future. 
Given  the  prognosis  a  few  months  ago, 
that  in  itself  is  remarkable. 

By  Laura  Zinn  in  New  York 


Ronald  Allen 


The  prudent  chief  of  prudent  Delta  Mr  Lines  boasts  the  industry's  strongest  balance  sheet. 
While  competitors  are  pulling  back,  he 's  aiming  to  grow— but  on  his  own  terms.  Preferring  to 
generate  growth  internally,  he  has  passed  on  a  couple  of  alluring  acquisitions. 


Chief  executives  at  Delta  Air 
Lines  Inc.  have  never  been 
known  as  swashbucklers.  The 
Atlanta-based  carrier  virtually 
sat  out  the  1980s'  frenzy  of  con- 
solidation, picking  up  only  Western  Air 
Lines  in  1986.  Three  years  into  his  ten- 
ure as  Delta's  CEO,  Ronald  W.  Allen 
seems  to  be  following  in  those  cautious 
footsteps.  He  had  a  chance  to  be  bold 
last  year  by  buying  Continental  Airlines 
Inc.'s  Pacific  routes,  but  he  passed.  And 
while  Allen  expressed  an  interest  during 
recent  talks  in  acquiring  Northwest  Air- 
lines' Tokyo  hub  operation  and  Pacific 
routes,  nothing  came  of  that,  either. 

But  just  because  he  shies  from 
growth  by  acquisition  doesn't  mean  he 
shies  from  growth,  period.  In  fact,  while 
most  competitors  are  slashing  flight 
schedules  for  1991,  Allen,  armed  with 
the  strongest  balance  sheet  in  the  indus- 
try, plans  to  boost  flights  1%  this  year. 
And  although  Delta's  earnings  have 
been  hammered  by  higher  fuel  prices 
and  a  slowdown  in  traffic,  Allen  is  keep- 
ing the  hiring  office  open. 

Allen,  49,  shows  no  sign  of  stinting  on 
the  equipment  side,  either.  He'll  take  de- 
livery of  37  new  aircraft  this  year.  More- 
over, the  10  L-1011  widebody  jets  he 
picked  up  from  bankrupt  Eastern  in 
February  probably  will  be  used  to  boost 
capacity  on  lucrative  routes  like  the  one 
between  New  York's  LaGuardia  Airport 
and  Delta's  main  hub  in  Atlanta.  There's 
another  consequence  of  Delta's  strong 
financial  position  as  well:  If  the  reces- 
sion deepens  and  traffic  slows  even 
more,  Delta  is  in  a  position  to  park  doz- 
ens of  planes  without  penalizing  earn- 
ings. After  all,  they  are  already  fully 
depreciated  and  thus  carry  no  fixed-cost 
overhead  burden. 

Allen  hopes  to  avoid  that  kind  of  traf- 
fic downdraft  by  differentiating  Delta's 
service  from  the  competition.  He  takes  it 
as  a  challenge  to  keep  Delta's  mostly 
nonunion  work  force  motivated  to  per- 
form the  things  that  keep  business  trav- 


elers coming  back:  better  inflight  service 
and  systems  for  untangling  the  inevita- 
ble weather  and  equipment  problems. 

The  real  test  of  this  service  approach 
will  come  on  overseas  routes.  That's 
why  Allen,  known  for  delegating  author- 
ity to  his  top  managers,  kept  for  himself 
the  assignment  of  managing  the  cabin 
design  for  the  MD-11  widebody  jets  that 
are  just  now  entering  the  Delta  fleet. 
These  planes  will  be  the  workhorses  in 
Delta's  expansion  push  in  the  Pacific, 
and  Allen  insists  that  the  first-  and  busi- 
ness-class  cabins  will  be  the  equal  of 
service  leaders  such  as  Singapore  Air- 
lines Ltd.,  which  owns  5%  of  Delta. 

International  business  still  accounts 
for  only  about  10%  of  Delta's  capacity. 
In  the  longer  term,  that  may  end  up  a 


handicap  for  Allen  and  Delta.  The  carri- 
er's 1990  global  market  share  of  13.47c 
wasn't  far  behind  industry  leaders 
American  and  United,  each  of  which 
enjoys  a  bit  more  than  17''  of  the  busi- 
ness. But  they  already  have  moved  fast 
to  widen  that  lead  by  signing  deals  to 
boost  their  overseas  business.  American 
and  United  are  picking  up  big  chunks  of 
TWA  and  Pan  American,  respectively.  If 
Delta  buys  anything  from  those  two,  it 
probably  will  be  one  of  TWA's  lucrative 
routes  to  London. 

Will  American  and  United  leave  Delta 
in  the  dust?  Perhaps.  But  Allen  has  the 
financial  firepower  for  a  major  acquisi- 
tion if  one  of  the  other  players  stumbles. 
These  days,  that's  saying  a  lot. 

By  Chuck  Hawkins  in  Atlanta 
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Richard  Jenrette 


B  ■  ichard  H.  Jenrette 
MM  has  bought  and 
ffl     restored   12  old 

m  ■  houses — from  a 
aM,  m.  neoclassical  villa 
in  New  York's  Hudson  Val- 
ley to  a  former  sugar  plan- 
tation in  St.  Croix.  These 
complex  projects  involve 
commissioning  reproduc- 
tions of  period-perfect  Ionic 
colonnades  or  replacing  an- 
cient wiring.  But  that 
seems  like  child's  play  next 
to  Jenrette's  latest  job:  re- 
storing 131-year-old  Equita- 
ble Life  Assurance  Society 
of  the  U.  S. 

Jenrette,  62,  replaced 
John  B.  Carter  last  May  as 
chief  executive  of  the  deep- 
ly troubled  giant.  The  na- 
tion's No.  3  insurer  has 
been  weakened  by  bad  in- 
vestments in  junk  bonds 
and  real  estate.  For  1990, 
Equitable's  capital  fell  by  a 
heart-stopping  17.5%,  to  a  skimpy  $1.7 
billion.  Rivals  are  taking  advantage  of 
Equitable's  troubles  by  implying  in  sales 
pitches  that  the  insurer  might  fail  to  pay 
off  on  policies.  Premium  growth  from 
life  and  annuity  policies  lags  far  behind 
the  industry's.  Says  Jenrette  with  grand 
understatement:  "This  fine  old  company 
has  stumbled  a  bit." 

To  some  insurance  veterans,  it's  an 
open  question  whether  Jenrette  can  get 
Equitable  back  on  its  feet.  A  former 
Wall  Streeter,  he  has  next  to  no  experi- 
ence in  insurance.  But  the  smiling,  easy- 
going North  Carolinian  hasn't  shrunk 
from  making  some  tough  moves.  Some 
are  small:  He  has  shaved  $160  million  in 
costs  by  laying  off  500  of  Equitable's 
23,000  employees,  lopping  1%  from  oper- 
ating costs.  Others,  such  as  a  crackdown 
on  bad  real  estate  loans,  are  potentially 
significant,  though  risky.  For  example, 
Equitable  has  placed  a  large  Manhattan 


Embarking  on  the  daunting  task  of 

digging  venerable  Equitable  Life 
out  of  its  deep,  deep  hole,  he's  part 
cost-cutter,  part  financier,  and 
part  cheerleader.  To  raise  $1 
billion  in  new  capital,  he  may  sell 
stock  in  the  huge  mutual  insurer 

office  building  into  Chapter  11,  prompt- 
ing outrage  from  fellow  investors. 

Yet  Jenrette's  most  radical  step  is  to 
transform  Equitable  from  a  mutual  com- 
pany, one  that's  technically  owned  by 
the  policyholders,  to  a  stock  company. 
With  his  plan  to  sell  shares  to  the  public, 
he  aims  to  raise  as  much  as  $1  billion  in 


a  year  or  so,  once  regula- 
tory hurdles  are  cleared. 
Mutual  companies,  such  as 
most  other  large  life  insur- 
ers, including  Metropolitan 
and  Prudential,  have  advan- 
tages: no  nitpicking  ana- 
lysts or  carping  stockhold- 
ers to  worry  about.  But 
Jenrette  is  convinced  that 
the  pain  of  public  ownership 
is  worth  it. 

Turning  to  the  stock  mar- 
ket is  a  natural  for  Jen- 
rette. After  graduating 
from  Harvard  business 
school,  he  joined  Brown 
Brothers  Harriman  &  Co., 
where  he  handled  the  in- 
vestment portfolio  of  Greta 
Garbo.  He  was  finally  going 
to  meet  the  reclusive  ac- 
tress in  1959,  during  her  an- 
nual visit  to  the  white-shoe 
firm  for  a  glass  of  sherry. 
But  the  meeting  fell 
through,  since  Jenrette  had 
just  announced  he  was  leaving  to  help 
found  Donaldson,  Lufkin  &  Jenrette 
Inc.,  the  pioneering  research  boutique. 

In  1970,  DLJ  became  the  first  Wall 
Street  firm  to  go  public,  and  with  the 
equity  infusion,  the  brokerage  house 
thrived.  In  1985,  Jenrette  engineered  the 
firm's  sale  to  Equitable  and  stayed  on  as 
the  insurance  company's  chief  invest- 
ment officer. 

Jenrette  is  trying  to  learn  all  aspects 
of  his  new  field.  He  has  immersed  him- 
self in  the  demographics  that  are  the 
foundation  of  insurance-product  plan- 
ning. He  has  also  assumed  the  role  of 
company  cheerleader,  regularly  holding 
meetings  with  Equitable's  sales  agents, 
promising  them  a  turnaround  by  late 
1991.  But  that  prediction  may  be  way 
too  optimistic.  For  the  moment,  the 
house  of  Equitable  is  a  long  way  from  a 
showplace. 

By  Larry  Light  in  New  York 
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Carol  Bartz 


At  Sun  Microsystems,  she  runs 
sales  for  the  computer  industry  's 
hottest  company,  as  it  mores  from 

its  base  of  technical  customers 
into  commercial  markets.  A  fierce 
competitor,  she  'll  hare  her  hands 

full  tackling  the  likes  of  IBM 

I  1/  /  hen  Sun  .Microsystems  Inc. 
If/  President  Scott  McNealy 
I  A/     tapped  Carol  A.  Bartz  to 

WW       head  his  new  Federal  Sys- 

f  f  tems  Div.  back  in  1987,  she 
feared  military  buyers  wouldn't  take  a 
woman  seriously.  She  was  right.  On 
sales  visits,  she  says,  secretaries  who 
thought  she  was  an  assistant  kept  ask- 
ing. "Is  Mr.  Bartz  coming?"  But  they 
soon  stopped  asking.  Within  a  year,  she 
tripled  sales,  to  $124  million,  and  put  her 
career  into  overdrive. 

Bartz.  42.  isn't  yet  a  household  name 
in  Silicon  Valley,  but  her  days  of  ano- 
nymity are  numbered.  As  vice-president 
for  worldwide  sales  and  service,  a  job 
she  took  last  year,  she  heads  half  of 
Sun's  12,000-person  work  force.  That 
makes  her  the  No.  2  executive  at  the 
computer  industry's  hottest  company — 
and  a  key  player  in  what's  sure  to  be 
Sun's  most  competitive  year  yet. 

Deft  maneuvering  among  competitors 
has  been  Bartz's  specialty  since  she 
joined  Sun  in  1983  from  Digital  Equip- 
ment Corp.  As  marketing  vice-president, 
she  persuaded  hesitant  executives  to  let 
her  launch  an  ad  agency's  proposed 
campaign — "Open  systems  for  open 
minds" — that  quickly  caught  on  with 
buyers.  Through  its  advocacy  of  comput- 
er operating  systems  not  tied  to  propri- 
etary hardware.  Sun  gained  an  early 
marketing  edge  that  rivals  are  still  try- 
ing to  match. 

Yes-or-no  decision-making  is  what 
Baitz  likes  best.  "I'm  not  a  dreamer."  she 
says.  At  school  in  rural  Wisconsin,  she 
preferred  math  and  later  computer  sci- 
ence to  "airy-fairy  stuff"  such  as 
essays.  There's  nothing  airy-fairy  about 
her  sales  numbers.  In  the  second  quarter 
ended  Dec.  28,  revenues  jumped  27  .  to 
$753  million.  For  calendar  vear  1990,  Sun 


had  revenues  of  82.8  billion  and  earnings 
of  8151  million.  Hambrecht  &  Quist  ana- 
lyst Robert  G.  Herwick  calls  her  Sun's 
"most  capable  manager." 

Bartz's  commanding  presence  is  built 
on  a  disconcertingly  intense  gaze,  a 
voice  with  an  unmistakable  ring  of  au- 
thority, and  a  laugh  that's  the  loudest 
on  executive  row.  Her  determination 
sometimes  puts  her  at  odds  with  the 
boss.  When  McXealy  proposes  new 
ideas,  says  the  chairman.  "She  beats  me 
up  and  screams  and  hollers  until  she's 
sure  she  can  buy  into  the  concept." 

Bartz's  main  task  now  is  to  sell  iron. 
But  the  computer  industry  is  slumping, 
and  Sun's  technical  markets  are  slowing. 


And  as  Sun  moves  onto  the  commercial 
turf  of  IBM.  Hewlett-Packard,  and  DEC. 
each  is  firing  back  with  hot  new  ma- 
chines. While  Bartz  has  improved  Sun's 
once-dismal  customer  service,  old  com- 
plaints of  arrogant  salespeople  and  slow 
delivery  are  still  heard. 

Sun  keeps  her  moving  at  a  breakneck 
pace,  but  she's  no  jet-setter.  She  and  her 
husband,  a  Sun  purchasing  executive, 
have  a  2-year-old  daughter,  and  they  va- 
cation at  the  same  Virgin  Islands  hotel 
every  spring.  "You  can't  take  too  much 
change  in  your  life,"  she  says.  Sun  is 
providing  more  than  enough  of  that. 

By  Robert  D.  Hof  in  Mountain  View, 
Calif. 
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John  McDonnell 

McDonnell  Douglas,  I  he  huge  defense  contractor  that  bears  his  family  name,  was  one  of  the 
heroes  of  the  hightech  war  in  the  gulf  But  now  that  the  shooting  has  stopped,  he  still  faces 
defense-budget  pressures.  A  lot  rides  on  winning  the  contract  for  the  new  A  TF fighter 


m    \  uring  the  thick  of  the  gulf 
m      I  war,  CEO  John  F.  McDonnell 
M     m  had  plenty  to  smile  about. 
M     m  News   reports   almost  daily 
*  trumpeted  the  stunning  bat- 

tlefield prowess  of  such  McDonnell 
Douglas  Corp.  wares  as  the  Apache  heli- 
copter and  the  Tomahawk  missile.  So 
prevalent  were  McDonnell's  armaments 
that  employees  at  its  St.  Louis  head- 
quarters jokingly  dubbed  the  war  "the 
Big  Mc  Attack." 

But  now  that  the  shooting  has 
stopped  and  much  of  the  weaponry  is 
due  to  head  home,  the  real  battle  is  just 
beginning  for  McDonnell.  Federal  bud- 
get pressures  assure  that  the  long-term 
trend  for  U.  S.  defense  spending  is 
down — bad  news  for  a  Pentagon  work- 
horse like  McDonnell  Douglas.  Worse, 
expensive  development  programs  in 
both  military  and  commercial  aircraft 
have  wounded  the  company's  balance 
sheet.  And  now,  the  commercial  airline 
industry  that  McDonnell  is  counting  on 
to  bolster  future  earnings  is  caught  in 
its  worst  nosedive  in  years. 

John  McDonnell,  the  soft-spoken  son 
of  the  company's  founder,  faces  a  huge 
challenge  this  spring,  when  the  Penta- 
gon selects  a  prototype  for  the  Air 
Force's  Advanced  Tactical  Fighter 
(ATF).  The  $70  billion  program  will  be 
the  last  major  aircraft  competition  of  the 
decade.  The  pressure  to  win  the  ATF 
has  increased  markedly  since  January, 
when  Defense  Secretary  Richard  B. 
Cheney  scrapped  McDonnell's  other  big 
combat  development  program,  the 
Navy's  $52  billion  A-12  attack  plane,  be- 
cause of  cost  overruns. 

McDonnell  and  Northrop  Corp.,  its 
partner  on  the  ATF,  are  competing 
against  a  prototype  designed  by  the 
deeper-pocketed  team  of  Lockheed, 


Boeing,  and  General  Dynamics.  Because 
McDonnell's  finances  are  weak,  some 
Pentagon  watchers  believe  that  the 
teammates  will  need  a  blockbuster  pro- 
posal to  win.  "They  cannot  come  close  to 
tying,"  says  Morgan  Stanley  &  Co.  ana- 
lyst Philip  W.  Friedman.  "In  a  tie,  the 
contract  probably  would  go  to  the  finan- 
cially stronger  team." 

Three  of  McDonnell's  veteran  combat 
aircraft  programs — the  F-15  fighter,  the 
Apache,  and  the  Marine  Corps'  Harrier 
jump  jet — are  in  their  final  year  of  new 
Pentagon  funding.  So  if  McDonnell  loses 
the  ATF  as  well  as  the  A-12,  it  could 
herald  a  major  strategic  shift  for  a  com- 
pany that  has  long  depended  on  combat 
aircraft  as  its  largest  profit  generator. 
An  aerospace  engineer  by  training,  John 
McDonnell,  53,  has  pushed  through  a 
painful  reorganization  and  cost-slashing 
program  at  his  Douglas  Aircraft  unit, 
which  currently  produces  the  MD-80  and 


MD-11  commercial  jetliners  and  is  devel- 
oping the  Pentagon's  new  C-17  transport 
airplane. 

Yet  Douglas  Aircraft  lost  $177  million 
last  year,  its  second  loss  in  as  many 
years,  and  the  outlook  for  consistent 
profitability  is  cloudy.  True,  the  gulf 
conflict's  heavy  reliance  on  airlift  capa- 
bility probably  has  bolstered  the  chances 
for  the  huge  C-17,  which  can  haul  two 
Ml  tanks  to  military  hot  spots.  But  Mc- 
Donnell's share  of  new  commercial  jet 
orders  in  the  final  quarter  of  1990  fell 
below  5%.  And  now  its  largest  airline 
customer,  American  Airlines  Inc.,  is  so 
miffed  about  quality  problems  with  its 
first  MD-11  that  it  has  refused  to  accept 
another  of  the  new  $100  million  wide- 
bodies  until  McDonnell  makes  some 
modifications.  That's  just  the  sort  of 
"Big  Mc  Attack"  that  John  McDonnell 
can  do  without. 

By  James  E.  Ellis  in  Chicago 
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Charles  Corry 


USX's  chief  executive  has  fended  off  big  stockholder  Carl  Icahn  with  a  plan  to  spin  off  steel 
operations.  But  he  may  not  be  able  to  get  out  of  the  steel  business  altogether.  One  consolation: 
His  energy  business  has  been  skyrocketing,  and  he 's  banking  on  it  for  the  company 's  real  growth 


Charles  A.  Corry 
can  breathe  a  little 
easier  now.  In  Jan- 
uary, the  USX 
Corp.  chief  execu- 
tive placated  investor  Carl 
C.  Icahn  by  announcing  a 
plan  for  splitting  off  steel 
and  other  nonenergy  busi- 
nesses into  a  new  issue  of 
common  stock,  a  move  that 
Icahn  had  been  agitating 
for.  Within  days,  USX  bar- 
gained a  new  labor  agree- 
ment, avoiding  a  strike  and 
the  further  ire  of  investors. 

But  this  is  no  time  for 
Cony,  59,  to  relax.  Although 
analysts  and  investors  ap- 
plaud his  recent  stock  re- 
structuring, since  it  offers 
the  market  a  choice  of  pure 
plays  in  steel  and  energy  in 
place  of  a  conglomerate, 
USX  shares  have  not  re- 
sponded to  the  announce- 
ment so  far.  One  reason: 
The  steel  stock  plan  stops 
short  of  Icahn's  proposed 
near-total  break  with  steel, 
either  as  a  separate  subsid- 
iary or  an  outright  sale. 

In  fact,  USX  may  be 
stuck  with  steel  for  the  long  haul.  Sell- 
ing this  $5.5  billion  business  may  be  out 
of  the  question,  especially  if  the  reces- 
sion deepens.  Although  he  spent  the 
past  year  shopping  the  business  around 
the  world,  Corry  admits  it  didn't  produce 
one  serious  offer.  Size  may  be  its  big- 
gest drawback.  "There's  probably  no 
one  with  the  wherewithal  to  buy  our 
steel  business,"  Corry  shrugs.  More  like- 
ly are  joint  ventures  with  foreign  pro- 
ducers that  can  bring  new  technology. 


But  at  least  steel  is  no  longer  the  cash 
drain  it  used  to  be.  USX's  streamlined 
steel  operations  have  produced  operat- 
ing income  of  $1.2  billion  in  the  past 
three  years.  Though  the  prospects  for 
this  year  are  only  so-so,  "steel  is  not  a 
business  we're  running  away  from," 
Corry  says. 

Nonetheless,  USX's  "perception  is 
that  energy  has  better  growth  opportu- 
nities for  us  than  does  steel,"  he  adds. 
Energy  sales  have  risen  an  average  of 


207  the  past  two  years,  to 
$14.6  billion  last  year.  The 
number  of  company-owned 
gas  stations  has  climbed 
25%,  to  1,660,  since  1986. 
But  the  most  dramatic 
gains  have  come  in  explora- 
tion and  production.  Last 
year,  USX  added  140  million 
barrels  of  reserves,  double 
the  barrels  produced. 

Corry,  a  32-year  USX  vet- 
eran, has  long  been  a  key 
player  in  the  company's 
nonsteel  push.  As  the  chief 
strategist  for  his  predeces- 
sor, David  M.  Roderick, 
Corry  was  the  dealmaker 
behind  many  of  USX's  $10 
billion  in  acquisitions,  in- 
cluding Marathon  Oil  Co.  in 
1982.  Methodical  and  even- 
tempered,  he  has  impressed 
insiders  with  his  grace  un- 
der fire.  But  the  lanky  boss, 
who  played  on  the  Universi- 
ty of  Cincinnati's  tennis 
team  with  the  legendary 
Tony  Trabert,  notes:  "I 
don't  mind  confrontation." 

The  split-up  USX  shares 
may  trade  at  a  combined 
value  of  about  $36,  or  207' 
higher  than  the  current  price,  analysts 
estimate.  They  believe  the  appeal  of  a 
"pure  play"  in  energy  will  offset  Wall 
Street's  expectations  of  a  107  to  207  dip 
in  USX  profits  this  year.  Shareholders 
will  be  asked  to  approve  the  new  USX 
steel  stock  in  May.  In  the  meantime, 
Corry  will  hit  the  road,  trying  to  sell 
investors  on  USX  shares.  It's  not  his 
favorite  pastime.  But  then,  it  beats 
fighting  with  Carl  Icahn  and  the  unions. 
By  Michael  Schroeder  in  Pittsburgh 
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Walter  Williams 


The  heir-apparent  at  Rubbermaid  has  a  tough  act  to  follow.  His  predecessor  Stanley  Gault 
notched  40  successive  quarters  of  earnings  gains  and  a  stellar  reputation  for  the  housewares 
company.  The  big  challenge:  picking  and  choosing  among  a  rich  menu  of  growth  opportunities 


M  t  56,  Walt  Williams  is  a  good 
/I  20  years  older  than  many  of 

ZJ  the  men  in  his  over-35  basket- 
I  I  ball  league.  But  that  doesn't 
JL.  JL  keep  him  from  playing  rough. 
Each  week  during  the  league's  fall  sea- 
son, he  drives  to  the  local  gym  and  gets 
n  his  licks  under  the  boards.  "I  consider 
nyself  the  geriatric  Larry  Bird,"  jokes 
Rubbermaid  Inc.'s  president.  "I  can  still 
iunk,  but  only  in  a  Little  Tikes  basket." 

Come  May  1,  Rubbermaid  executives 
will  see  how  competitive  Walter  W.  Wil- 
iams  really  is.  That's  when  he  takes 
aver  as  chief  executive  from  Stanley  C. 
Gault,  his  highly  regarded  boss.  While 
Rubbermaid's  products  are  mostly  such 
humdrum  items  as  trash  cans  and  dish 
drainers,  the  Wooster  (Ohio)  company 
has  become  a  star  under  Gault.  He  man- 
aged 40  successive  quarters  of  earnings 
gains,  while  nearly  quintupling  revenues 
to  $1.5  billion,  through  a  bevy  of  new 
products  and  acquisitions.  Gault  essen- 
tially turned  a  good  company  into  a 
great  one,  sporting  a  lofty  price-earn- 
ings ratio  of  25. 

For  the  most  part,  Williams  intends  to 
rely  on  Gault's  formula.  To  keep  things 
fresh,  he  will  continue  to  insist  that  30% 
of  Rubbermaid's  $1.5  billion  in  sales 
come  from  products  added  in  the  past 
five  years.  And  he'll  maintain  Rubber- 
maid's fastidious  consumer  research, 
close  partnership  with  key  retailers,  and 
strong  support  of  its  well-recognized 
name  through  heavy  promotion  and  ad- 
vertising. Rather  than  asking,  "Omigod, 
what  are  we  going  to  do  next?,"  says 
Williams,  his  main  task  is  choosing 
which  of  many  opportunities  the  compa- 
ny should  pursue. 

But  that  still  leaves  challenges.  One  is 
to  grow  overseas.  A  year  ago,  the  com- 
pany in  a  joint  venture  combined  its  Eu- 


ropean housewares  business  with  that 
of  its  Dutch  rival,  Curver.  Now,  Rubber- 
maid has  the  industry's  biggest  presence 
in  Western  Europe.  With  Curver's  con- 
tribution, international  sales  account  for 
16%  of  revenues,  a  figure  Williams  ex- 
pects to  push  higher  in  the  next  few 
years.  To  help,  Rubbermaid  will  add  for- 
eign manufacturing  capacity. 

Another  challenge  is  to  find  ways  to 
work  more  closely  with  customers  as  the 
retail  industry  consolidates.  This  in- 
cludes everything  from  planning  the 
look  of  new  displays  to  sharing  comput- 
er-system information.  Williams  also 
must  prove  he  can  acquire  as  his  prede- 
cessor did.  In  1984,  Gault  found  a  gem 
in  Little  Tikes  Co.,  which  has  expanded 
its  sales  sevenfold  to  $300  million.  So 
far,  no  one  has  been  able  to  copy  its 
upscale  toys. 

Although  his  outgoing  style  contrasts 
with  Gault's  intensity,  Williams  shares 


his  mentor's  preoccupation  with  product 
development.  A  Utica  (N.  Y.)  native  with 
a  night-school  degree  in  business  from 
Syracuse  University,  Williams  left  the 
Marine  Corps  in  1955  and  got  a  job 
through  the  New  York  State  employ- 
ment office  loading  radios  on  trucks  for 
General  Electric  Co.  in  Utica.  He  went 
on  to  run  its  housewares  and  audio  prod- 
ucts division,  which  has  since  been  sold, 
and  its  information  services  business  be- 
fore becoming  senior  vice-president  of 
marketing  and  sales.  At  GE,  Williams 
met  Gault,  who  switched  from  GE's  ma- 
jor-appliance group  to  Rubbermaid  in 
1979.  Williams  followed  him  in  1987. 

Williams,  who  relishes  the  chance  to 
run  Rubbermaid,  concedes  that  there's  a 
downside  to  trying  to  perpetuate  Gault's 
string  of  successes.  Still,  he's  not  fazed 
by  the  challenge.  After  all,  a  lot  of  peo- 
ple would  envy  such  a  problem. 

By  Zachary  Schiller  in  Wooster,  Ohio 
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Lee  Iacocca 


Chrysler  's  indestructible  CEO  is  back  on  TV,  peddling  his 
cars  in  an  effort  to  stem  the  slide  of  Detroit  's  weakest 

carmaker.  Already  in  the  histor  y  books  for  one  legendar  y 
turnaround  of  Chrysler,  can  he  pull  off  another  one? 


m  m  ow  many  rabbits  does  Lee  A. 
M^J    Iacocca  have  in  his  hat? 

M     W       Rescuing  Chrysler  Corp. 

■  ■  from  the  brink  of  bankruptcy 
.JL  JL  in  the  early  1980s  made  him 
a  corporate  superstar.  Now,  the  often- 
combative,  always  opinionated  Iacocca  is 
trying  to  pull  the  company  through  an- 
other crisis.  The  company's  board  has 
given  him  carte  blanche  to  stay  on  as 
long  as  he  chooses,  and  he  doesn't  want 


to  leave  until  he  has  proven  he's  capable 
of  an  encore. 

With  the  economy  in  recession,  indus- 
trywide car  sales  are  slumping,  factories 
are  idled,  and  automobile  manufacturers 
are  sliding  into  the  red.  Chrysler,  the 
weakest  of  Detroit's  Big  Three  carmak- 
ers, has  been  especially  hard  hit.  Its 
debt  has  been  downgraded  to  junk-bond 
status,  new  competition  has  eroded  mar- 
gins on  its  profitable   minivans  and 


Jeeps,  and  it  had  to  call  off  merger  talks 
with  Fiat  after  both  companies'  shares 
tumbled.  In  December,  a  shaken  Iacocca 
tightened  Chrysler's  poison-pill  defenses 
after  investor  Kirk  Kerkorian  snared  a 
9.8%  stake  in  the  carmaker.  Three 
months  later,  the  company  was  so  hard- 
pressed  for  cash  that  it  had  to  slash  its 
quarterly  dividend  from  30$  to  15$. 

Trying  to  boost  demand,  Iacocca,  66, 
is  playing  pitchman  again,  with  a  bar- 
rage of  ads  that  trumpet  Chrysler's 
commitment  to  quality  and  safety.  (As 
usual,  the  new  ads  prominently  feature 
Iacocca  himself.)  But  it  may  be  hard  for 
some  consumers  to  take  the  campaign 
seriously:  At  about  the  time  the  ads  de- 
buted, serious  transmission  defects 
cropped  up  in  Chrysler's  popular  mini- 
vans.  The  glitches  have  since  been  cor- 
rected, Chrysler  says,  but  not  without 
damage  to  the  carmaker's  image. 

Meanwhile,  Iacocca  has  had  to  main- 
tain an  expensive  rebate  program.  And 
with  many  of  his  models  aging  fast,  the 
chairman  has  tried,  unsuccessfully,  to 
jump-start  production  of  Chrysler's  new 
midsize  car,  code-named  LH.  His  manu- 
facturing people  told  him  it  simply 
couldn't  be  done,  and  the  earliest  the  LH 
is  now  expected  to  arrive  in  showrooms 
is  the  fall  of  1992. 

Chrysler  might  have  ended  up  in  even 
worse  shape  if  Iacocca  hadn't  forced  the 
company  to  start  clamping  down  on 
costs  back  in  July,  1989.  He  set  a  $1 
billion  cost-cutting  target  and  then  kept 
raising  the  ante.  The  latest  goal  is  $3 
billion  in  cuts  by  July.  "We  saw  this 
coming  and  were  prepared  for  it,"  says 
Iacocca.  As  a  result,  Chrysler  stayed  in 
the  black  in  the  fourth  quarter  of  1990, 
while  General  Motors  and  Ford  each 
reported  red  ink. 

Still,  many  blame  Iacocca  for  Chrys- 
ler's current  problems.  Even  he  admits 
to  pursuing  a  mistaken  diversification 
strategy  into  aerospace  in  the  mid-1980s, 
distracting  management  from  the  core 
car  and  truck  business.  It  was  a  costly 
distraction:  Excluding  models  Chrysler 
acquired  from  American  Motors  Corp. 
and  those  it  developed  jointly  with  Mit- 
subishi Motors  Corp..  it  hasn't  produced 
an  all-new  car  since  1983.  After  bringing 
Chrysler  back  from  the  brink  in  the  ear- 
ly 1980s,  Iacocca  knows  he  is  guaran- 
teed a  spot  in  the  history  books.  But  the 
coming  year  will  have  a  lot  to  do  with 
what  they  say. 

By  James  B.  Treece  in  Detroit 
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Who  can  improve 
your  employee  benefits 
without  increasing  costs? 
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Bill  Marriott 


Innovative  hotel  real  estate  deals  seemed  a  good  idea  at  the  time,  but  the  boss  of  Marriott  Corp. 
is  saddled  with  a  sour  real  estate  market  and  a  big  debt  burden.  He  's  holding  on.  selling 
off  assets,  and  hunkering  down  until  things  get  better.  When  they  do.  he  's  got  some  big  plans 


Zife  hasn't  been  kind  to  J.  W. 
"Bill"  Marriott  Jr.  lately.  While 
vacationing  at  the  family's  New 
Hampshire  retreat  several  sum- 
mers ago,  he  suffered  serious 
burns  when  his  boat's  outboard  motor 
caught  fire.  Then,  two  Octobers  ago,  the 
workaholic  hotelier  suffered  a  heart  at- 
tack that  sidelined  him  for  months  and 
has  restricted  his  globe-trotting  schedule 
ever  since. 

Now  come  the  professional  troubles. 
An  overambitious  construction  program 
that  enabled  Marriott  Corp.  to  expand 
sixfold  during  the  past  decade,  to 
150,000  rooms,  has  left  the  company 
swimming  in  debt.  In  February,  Marri- 
ott was  forced  to  swallow  $88  million  in 
real  estate  write-offs  that  slashed  its 
1990  profits  74%,  to  their  lowest  level  in 
a  decade.  And  with  both  real  estate  and 
lodging  in  a  deep  funk,  Wall  Street  isn't 


optimistic  that  Marriott  can  turn  things 
around  anytime  soon. 

The  company's  murky  outlook  has  left 
it  with  \Y/'  of  its  stock  in  the  hands  of 
short-sellers,  one  of  the  largest  short 
positions  on  the  New  York  Stock  Ex- 
change. "It's  going  to  be  another  two  or 
three  years  before  Marriott  can  get  back 
to  anything  considered  a  normal  mode 
of  operation,"  says  Bruce  Thorp,  analyst 
with  Provident  National  Bank.  "Wheth- 
er they  can  return  to  their  old  growth 
rate  is  another  question." 

Marriott's  woes  stem  partly  from  its 
reliance  on  an  innovative  real  estate  syn- 
dication strategy.  By  selling  off  its  ho- 
tels as  real  estate  tax  shelters  but  re- 
taining lucrative  contracts  to  operate  the 
properties,  Marriott  was  able  to  lever- 
age its  capital  for  a  building  spree  that 
made  it  one  of  the  nation's  largest  real 
estate  developers.  Even  after  tax  reform 


wiped  out  the  fattest  tax  breaks  in  1986, 
Marriott  tried  to  keep  investors  coming 
by  guaranteeing  returns  as  high  as 
10% — sometimes  out  of  its  own  pocket. 
When  financing  for  real  estate  abruptly 
dried  up  last  summer,  though,  Marriott 
was  unable  to  market  its  hotels  to  inves- 
tor partnerships  and  was  left  with  an 
enormous  debt-service  burden  from  the 
unsold  properties. 

Now  Bill  Marriott,  59,  is  biting  the 
bullet.  After  selling  off  most  of  his  far- 
flung  restaurant  division,  Marriott  can- 
celed virtually  all  new  hotel  construction 
and  began  slashing  his  remaining  over- 
head 10%,  partly  by  laying  off  1,500 
mostly  administrative  employees.  Last 
year,  he  laid  off  1,000  people,  many  from 
his  hotel-design  unit. 

He's  also  developing  some  new  strate- 
gies to  wring  out  profits.  Marriott  has 
historically  been  reluctant  to  franchise 
the  family  name  to  other  hotel  opera- 
tors, but  now  he  plans  to  v/elcome  more 
of  them  into  the  fold.  The  company  has 
launched  a  campaign  to  persuade  inde- 
pendent hotels  and  operators  of  rival 
properties  to  convert  to  Marriott  in- 
stead. Marriott  says  he's  also  counting 
on  more  growth  from  his  food-service 
concessions  division,  which  operates 
thousands  of  employee  cafeterias.  He's 
looking  into  new  lines  such  as  day  care 
and  janitorial  services,  as  well  as  mini- 
convenience  stores  located  in  the  lobbies 
of  hotels  and  other  buildings.  And  Mar- 
riott has  begun  developing  and  market- 
ing retirement  communities. 

Still,  analysts  are  skeptical  that  any- 
thing Bill  Marriott  can  do  will  help  much 
without  a  major  recovery  in  the  commer- 
cial real  estate  and  lodging  markets.  If 
so,  Bill  Marriott  may  find  himself  under 
a  black  cloud  for  a  few  more  years. 

By  Dean  Foust  in  Bethesda.  Md. 
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UNUM. 

That's  who. 


►  UNUM.  You  enhance  your  benefits  package 
with  comprehensive  employee-paid  plans. 

►  UNUM.  You  receive  superior  service  from 
a  vast  network  of  benefits  specialists. 

►  UNUM.  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits, 
retirement  and  long  term  care  plans. 


19  UNUM, 

You  can  count  on  what  we  know 

UNUM  Life  Insurance  Company,  Portland,  Maine  04122  (Retirement  products  available  only  through  this 
company).  UNUM  Life  Insurance  Company  of  America,  Portland,  Maine  04122  (all  states  except  New  York). 
First  UNUM  Life  Insurance  Company,  Tarrytown,  New  York  10591  (New  York  State  only). 
©  1990  UNUM  Life  Insurance  Company 
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James  Cannavino 


The  man  in  charge  of  IBM  's  two  fastest-growing  groups— personal  computers  and 
workstations— doesn  't  conform  to  Big  Blue  's  buttoned  up  image.  But  he  stemmed  erosion  in  PC 
share,  and  he's  moving  fast  to  stay  ahead  of  increasingly  aggressive  competitors  such  as  Compaq 


farmers  in  the 
northern  reaches 
of  New  York 
State's  bucolic 
Dutchess  County 
know  from  experience 
where  to  send  the  computer 
delivery  trucks  that  often 
roll  into  their  area:  over  to 
the  Cannavinos'  big  horse 
farm.  James  A.  Cannavino, 
vice-president  and  general 
manager  of  IBM's  personal 
computer  and  workstation 
businesses,  regularly  orders 
machines  from  Big  Blue 
and  its  rivals  to  try  out  at 
home.  His  wife  isn't  crazy 
about  the  minicomputers 
and  PCs  that  temporarily 
clutter  the  house,  but  he 
thinks  they  give  him  a  fresh 
perspective.  "I  want  a  feel 
for  what  it's  like  to  open 
the  boxes,  what  the  packag- 
ing is  like,  how  easy  every- 
thing is  to  install,"  he  says. 

Cannavino's  attempts  to 
step  into  his  customers' 
shoes  is  one  reason  he's  on 
the  fast  track  at  IBM. 
Named  head  of  IBM's  PC 
unit  in  1988,  after  25  years 
at  Big  Blue,  Cannavino  added  work- 
stations to  his  duties  last  fall.  Those  two 
businesses — IBM's  fastest  growing — are 
crucial.  With  first-quarter  profits  off 
50%,  IBM  desperately  needs  big  num- 
bers from  its  few  bright  spots. 

The  promotion  was  fairly  earned. 
Since  taking  over  PCs,  Cannavino,  46, 
stabilized  IBM's  market  share  at  20%  or 
so,  stemming  a  three-year  erosion.  Deal- 
ers and  customers  credit  a  new  aggres- 
siveness in  pricing  and  technology.  Big 


rebates,  for  instance,  helped  IBM  win 
41%'  of  the  market  for  computers  based 
on  Intel  Corp.'s  80386SX  chip — even 
though  its  PC  was  announced  11  months 
after  rival  Compaq  Computer  Corp.'s. 
Thanks  to  its  speedy  performance  and 
moderate  pricing,  IBM's  year-old  RS/ 
6000  workstation  line  has  grabbed  some 
10%  of  the  $7.3  billion  market. 

An  exuberant  boss,  Cannavino  doesn't 
always  fit  IBM's  buttoned-up  image. 
Last  year,  when  IBM  launched  its  home 


computer  to  the  media,  he 
pulled  on  a  multicolored 
sweater  and  posed  as  Dad 
in  a  family  tableau.  And  un- 
like most  of  his  fellow  IBM 
executives,  he  lacks  a  col- 
lege degree.  The  Chicago 
native  joined  the  company 
as  a  keypunch  servicer, 
where  his  technical  skills 
and  rapport  with  customers 
made  him  a  standout.  He 
soon  moved  into  IBM's  labs, 
and  climbed  the  ladder  by 
working  on  high-profile  proj- 
ects, including  mainframes. 

His  challenge  now  is  to 
keep  sales  strong,  even  as 
rivals  turn  up  the  heat. 
Compaq  is  getting  ready  to 
challenge  him  in  worksta- 
tions. And  low-price  IBM 
clones  are  luring  more  of 
the  company's  corporate 
customers,  who  are  familiar 
enough  with  the  technology 
to  balk  at  paying  a  premi- 
um for  IBM's  logo.  To  stay 
ahead,  Cannavino  is  count- 
ing on  streamlined  relations 
between  his  development 
groups  to  speed  products 
from  design  to  production. 
Perhaps  Cannavino's  biggest  problem 
is  Microsoft  Corp.,  the  software  giant 
that  works  with  IBM  on  operating  sys- 
tems. Partners  for  a  decade,  the  two  are 
now  at  odds  over  the  future  direction  of 
their  OS/2  software.  IBM  is  slowly  sev- 
ering ties,  creating  massive  confusion 
among  customers.  "We  need  to  let  peo- 
ple know  our  agenda,"  Cannavino  ac- 
knowledges. He  promises  to  lay  it  all  out 
soon — from  the  customer  point  of  view. 
By  Deidre  A.  Depke  in  New  York 
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the  response 
thus  far  to 
our  introduction 
of  the  Mita 
LDC-550 
plain  paper 
fax: 
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the  image  specialist, 

For  more  information  write 
Mita  Copystar  America  Inc 
PO.  Box  3900.  Peoria.  Illinois 
61614.  or  call  1-800-ABC-MITA 
c  1991  Mita  Copystar.  Inc. 
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Michael  Quinlan 


Beset  by  environmentalists  and 
nutritionists,  and  with  PepsiCo 
snapping  at  his  heels,  the  chairman 
of  McDonald  's  is  running  hard  to 
stay  ahead  as  the  No.  1  fast-food 
marketer.  Have  yon  tasted  the  low- 
fat  burger  and  the  chicken  fajita/1 

a    \  uring  Michael  R.  Quinlan's 

■  I  first  year  as  chairman  of  Mc- 

■  m  Donald's  Corp.,  some  days  on 
m     m  the  job  must  have  been  as  ap- 

pealing  as  a  day-old  Big  Mac. 
On  one  flank,  Quinlan  was  assailed  by 
environmentalists,  who  were  unhappy 
with  the  company's  polystyrene  packag- 
ing. On  the  other  were  the  nutritionists, 
attacking  the  burger  giant  for  its  use  of 
a  beef-tallow  mix  in  making  its  fries. 
Charging  straight  up  the  middle  was  the 
formidable  PepsiCo  Inc.,  whose  Pizza 
Hut,  Taco  Bell,  and  KFC  chains  now 
give  it  more  restaurant  units  worldwide 
than  McDonald's. 

For  the  moment,  Quinlan  is  still  ahead 
of  his  No.  1  rival  in  system-wide  sales. 
McDonald's  sells  roughly  $19  billion  a 
year  to  PepsiCo's  $13  billion.  But  after 
36  years  as  a  pioneer  in  fast  food,  Mc- 
Donald's has  lost  some  of  its  edge.  It's 
not  unusual  for  the  company  to  find  it- 
self following  PepsiCo's  lead  in  market- 
ing strategies,  pricing,  and  menus. 
Meanwhile,  smaller  competitors,  such  as 
Rally's  Inc.,  have  been  cutting  into  the 
giant's  markets  by  underpricing  it. 

It's  starting  to  show  up  in  the  num- 
bers. Fueled  by  strong  international  ex- 
pansion and  non-operating  gains,  the 
company  continues  to  rack  up  solid 
growth,  with  earnings  up  10' ;  in  1990,  to 
$802  million.  But  operating  profits  at 
established  stores  in  the  U.  S.  have  been 
declining  since  1989,  a  sign  that  the  fast- 
food  market  is  becoming  overbuilt. 

Quinlan,  47,  has  no  intention  of  being 
No.  2.  In  March,  he  announced  a  nation- 
al rollout  of  a  new,  low-fat  hamburger — 
the  McLean  Deluxe,  with  half  the  fat 
content  of  a  Quarter  Pounder.  Quinlan 
also  is  trying  to  boost  dinnertime  busi- 
ness, which  now  accounts  for  about  25'/ 
of  sales,  and  is  testing  such  items  as 


chicken  fajitas,  fish-and-chips,  and  pizza. 
To  counter  Taco  Bell's  low-price  strate- 
gy, Quinlan  is  launching  one  of  his  own: 
a  "value"  menu  that  drops  the  price  of 
some  items  and  meals,  including  $1.99 
Happy  Meals  for  kids.  And  to  silence 
environmental  critics,  the  company  has 
switched  to  cardboard  packaging. 

It's  certainly  a  radical  change  from 
his  early  days  with  the  company,  when 
no  rival  came  close.  Quinlan  started  at 
McDonald's  as  a  part-time  mail  clerk  in 
1963.  After  graduating  from  Loyola  Uni- 
versity in  1967,  the  Chicago  native  be- 
gan working  full  time,  first  as  a  restau- 
rant manager,  then  moving  into  field 
service.  In  1974,  he  came  to  corporate 


headquarters  where  he  worked  his  way 
up  from  vice-president  to  chief  executive 
in  1987.  Last  year,  he  became  chairman, 
the  third  in  the  company's  history. 

Besides  new  products  and  prices, 
Quinlan  has  kicked  off  a  campaign  to 
upgrade  the  look  of  the  company's  8,500 
U.  S.  outlets.  And  to  shake  up  advertis- 
ing, which  lately  has  focused  on  "feel- 
good" campaigns  by  Leo  Burnett  Co., 
Quinlan  has  moved  a  chunk  of  McDon- 
ald's estimated  $1.1  billion  national  ad 
account  to  DDB  Needham  Worldwide 
Inc.  In  the  1970s,  Needham  coined  the 
line,  "You  Deserve  a  Break  Today." 
That's  a  slogan  Quinlan  can  relate  to. 

By  Lois  Therrien  in  Chicago 
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Introducing  the 

hottest  numbers 
in  workstation 
history 


(No,  they're  not  Sun's,  IBMs  or  DEC's) 


57  MIPS/S12K 

(Grayscale  $12K.  Color  $19K) 


Numbers  speak  louder  thai 

©1991  Hewlett-Packard  Company  CPWG013 


76  MIPS/$20K 

(Grayscale  $20K.  Color  $27K) 
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Peter  Kann 


,4  Pulitzer  Prize-uinning  ex-uar  correspondent,  the  neu  CIO  at  Don  Jones  is  seeing plent\ 

of  action  of  a  different  kind:  He's  struggling  uith  another  gloom)  year  for  ad 
sales— and  earnings— at  his  company  's  business  papers  and  a  serious  dounturn  at  Telerate 


/I 

I     I  R 

JL  JL  na 

and  filed  some  first-rate  dispatches.  His 
coverage  of  the  India-Pakistan  War  in 
1971  won  him  a  Pulitzer  Prize.  He  quick- 
ly rose  into  management,  serving  as 
publisher  of  The  Asian  Wall  Street 
Journal  and  as  company  president  be- 
fore winning  the  CEO  job  in  January. 

Now  firmly  entrenched  in  the  compa- 
ny's glittering  postmodern  headquar- 
ters. Kann.  4S.  sometimes  pines  for  his 
glory  days  on  the  road.  But  it's  not  for 
war.:  of  action  ir.  New  York.  Ad  linage 
at  the  publisher's  flagship  Journal  has 
fallen  for  six  straight  years.  Operating 
earnings  at  Dow  Jones's  business-publi- 
cations group,  which  also  includes  the 
weeklv  Barron's,  have  declined  every 


year  since  19S-5.  With  Wall  Street  and 
the  banks  in  a  deep  funk,  financial  ad- 
vertising is  mighty  scarce — and  shows 
little  sign  of  rebounding  any  time  soon. 
Says  Kann:  "I'd  be  nuts  to  say  that  this 
is  going  to  be  a  good  year." 

Complicating  matters  is  the  less-than- 
dazziing  performance  of  Telerate.  a 
global  purveyor  of  on-line  financial  in- 
formation that  Dow  Jones  acquired  for 
SI. 6  billion.  Investment  houses  and 
banks  are  cutting  back  on  Telerate 
screens.  And  that  has  offset  the  20rh- 
plus  growth  Telerate  has  beer.  er.;'oying 
in  Europe  and  Asian  markets. 

Worse,  a  startup  foreign  exchange 
system  called  the  Trading  Service,  per- 
haps the  company's  best  shot  at  chal- 
lenging British  rival  Reuters  Holdings 
PLC  in  that  market,  is  running  up  heavy 
losses.  Combined,  these  factors  helped 
drive  iowr.  Dow  Jones's  operating  earn- 


ings 32%  in  1990.  to  S229  million,  on 
sales  of  $1.72  billion. 

Kann  and  Chairman  Warren  H.  Phil- 
lips have  placed  company  on  a  crash, 
diet.  At  the  Journal.  Dow  Jones  hopes 
to  cut  150  production  and  circulation 
jobs  through  1991.  Kann  is  also  trying  to 
discourage  what  Dow  Jones  executives 
call  a  "long-lunch''  culture  a:  Telerate. 

But  Kann  isn't  past  retrenching.  T: 
restore  Te'ierate's  edge.  Dow  Jones  wiii 
soon  roll  out  two  analytical  software 
packages  that  let  subscribers  massage 
pricing  riata  tapped  into  Tolerate  termi- 
nals. It's  also  marketing  an  international 
:uo:e  service  from  the  world's  major  ex- 
changes. And  Kann  is  quickly  moving 
into  arenas  such  as  magazine  publishing 
and  cable  TV.  Later  this  year.  Dow 
-." :  nes  an  :  Hearst  "'.ill  roll  out  the  pilot 
issue  ::'  a  personal  hnan.Ce  magazine.  It 
was  a:  out  t:  take  over  FN'N".  the  finan- 
cial cable  network,  when  an  llth-hour 
offer  seemed  to  give  General  Electric 
the  upper  hand.  However.  Dow  Jones 
and  its  partner  '•''•'•  ?t  •  g:  Bread- 
casting  bid  again  at  the  last  minute. 

Kann.  who  chain-smokes  Dutch  ci- 
gars, has  a  wry  sense  of  humor  and  is 
known  to  enjoy  the  occasional  office 
prank.  His  wife.  Karen  Elliott  House,  is 
vice-president  of  Dow  Jones's  interna- 
tional operations  and  a  talented  journal- 
ist. But  they  would  rather  not  be  classi- 
fied as  yet  another  media  couple.  In 
fact,  they  rarely  talk  about  work  at  their 
home  in  Princeton.  N"  There  are  t'  ree 
children  t:  c intend  w;:h.  Explains  Kann: 
"You  don't  feel  much  like  talking  about 
Telerate  when  you're  throwing  carrots 
at  the  dinner  table  with  the  two-year- 
old."  Given  the  problems  Kann  faces  at 
work,  a  food  fight  with  a  two-year-old  is 
probably  a  nice  diversion. 

By  Brizn  Brenner  in  Sew  York 


•  -<■  ■;■  ■  -■■      \\  >V\l£  ONYX 


When  we  are  veiy  young,  we  are  possessors  of  a 
splendid  gift:  a  mind  that  knows  no  limits. 

Faced  with  a  new  experience,  it  allows  us  to  make 
discoveries,  gain  insights  -  and,  with  time,  learn  something 

more  of  the  world 
around  us. 

And,  if  we  re 
truly  fortunate,  we'll 
never  completely 
let  go  of  the  early 
innocence  that 
keeps  us  forever 
open  to  new  ideas. 

That's  why  since 
1976,  we've  funded 
and  provided  free-loan  educational  films  to  schools,  to 
awaken  a  young  person's  imaginative  spirit. 

Already  millions  of  students  have  seen  'American 
Enterprise,"  an  exciting  profile  of  U.S.  economic  history;  "The 
Search  for  Solutions"  on  science  and  problem  solving;  and 
"The  Challenge  of  the  Unknown,"  covering  mathematics,  all 
in  an  entertaining  and  involving  way 

Because  it's  our  desire  to  help  young  people 
realize  that  the  only  real  limits  to  learning  are  the  ones  we 
make  for  ourselves. 

PHILLIPS  PETROLEUM  COMPANY  0 


To  learn  how  your  local  school  can  obtain  these  films,  write  to:  Educational  Films,  Phillips  Petroleum  Company,  16C-4PB,  Bartlesville, 
Oklahoma  74004. 


Subaru  Legacy  LSi  Sedan 


The  1991  Subaru  Legacy  is  built  to  avoid  bottlenecks, 
congestion  and  tie-ups.  Not  necessarily  the  kind  you'll  find 
on  the  road.  But  inside  the  car. 

Because  the  spacious  new  Subaru  Legacy™  was  de- 
signed to  keep  people  from  rubbing  elbows,  knocking 
knees  and  bumping  into  each  other.  So  a  family  of  five 
can  take  trips  without  feeling  cramped,  sitting  on  top  of 
each  other  or  getting  on  each  other's  nerves. 


'Available  Only  Oil  Legacy  LSi  model  "Use  1991  EPA  estimated  mjxi  lor  comparison  The  actual  mileage  you  gel  will  probably  be  less  ■  1991  Subam  ol  America.  Inc 


id  Traffic  Jans  Inside  The  Car. 


However,  if  you  do  happen  to  find  yourself 
itting  in  traffic  at  least  you'll  be  able  to  sit  in 
omfort.  Thanks  to  luxury  options  like  a  sumptuous  leather 
iterior*,  air  conditioning,  80  watt  AM/FM  stereo  cassette 
leek  and  a  moonroof . 

And,  while  you're  on  the  road  you  won't  find  yourself 
onstantly  pulling  off  to  fill  up  on  gas. 
because  the  1991  Subaru  Legacy  gets 


21)  estimated  mpg  city  and  27  estimated  highway  mpg** 
What's  more,  it  offers  the  added  traction  and  handling 
of  the  world's  most  advanced  full  time  4-wheel  drive 
system  and  anti-lock  brakes.  Which  means  it's  also  built 
to  get  you  out  of  tight  spots  on  the  road. 
The  1991  Subaru  Legacy.  Because  after  all,  bumper  to 
bumper  traffic  may  be  unavoidable  for 
®  cars,  but  not  for  passengers. 
We  built  our  reputation  by  building  a  better  car. 

For  more  information  and  your  nearest  Subaru  dealer,  call  1 800-284  -8584. 


SUBARU 


John  McCoy 


The  third  McCoy  to  head  increasingly  mighty  Banc  One,  he  's  kept  his  bank  holding  company 
profitable  and  growing  as  others  stumble.  Wary  of  go-go  real  estate  loans  that  have  dragged 
down  competitors,  he  concentrates  on  consumers,  snapping  up  more  and  more  banks  as  he  goes 


A  veteran  of  20  years  at  Banc 
/I   One  Corp.,  John   B.  McCoy 

ZJj   worked  his  way  up  to  chief  ex- 

I  I  ecutive  in  1984.  To  call  it  an 
JL.  JL  eventful  career  is  an  under- 
statement. Under  his  leadership,  Banc 
One,  based  in  Columbus,  Ohio,  has  be- 
come one  of  the  nation's  most  visible 
banks — and  among  the  most  profitable. 
Yet  when  he  looks  at  how  long  it  takes 
for  a  CEO  to  make  progress,  McCoy 
looks  back  wistfully  on  the  old  days. 
"The  greatest  job  I  had  was  as  a  teller, 
because  at  4  p.m.  you  pushed  a  button 
and  saw  if  it  was  balanced,"  he  says.  "It 
was  instant  gratification." 

While  that's  hard  to  come  by  for  Mc- 
Coy these  days,  he  has  been  able  to 
move  plenty  fast  as  Banc  One  chief. 
Through  a  series  of  acquisitions,  the 
company's  assets  have  shot  from  $17 
billion  in  1984  to  $44  billion,  including  its 
1990  acquisition  of  20  former  MCorp  af- 
filiates in  Texas. 

Now,  at  a  time  when  much  of  the 
industry  is  scratching  for  equity,  he  is 
poised  to  make  Banc  One  even  bigger. 
Early  this  year,  McCoy  vied  with  giant 
BankAmerica  Corp.  and  buyout  firm 
Kohlberg  Kravis  Roberts  &  Co.  for  the 
failed  Bank  of  New  England  Corp.  In 
March,  he  abruptly  took  Banc  One  out 
of  the  running,  citing  continued  slug- 
gishness in  the  New  England  economy. 
But  he  still  has  one  of  the  strongest 
capital  positions  in  banking,  and  he  re- 
mains committed  to  acquisitions.  Also  in 
March,  Banc  One  bought  Marine  Corp. 
of  Springfield,  111.,  for  $190  million. 

McCoy,  47,  followed  his  father  and 
grandfather  into  the  Banc  One  executive 
suite.  He  came  on  board  after  Williams 
College,  Stanford  University  business 
school,  and  a  stint  in  the  U.  S.  Air  Force. 
Generally  unbankerly,  he  once  led  an 
annual  meeting  of  shareholders  in  a  ka- 
zoo rendition  of  the  bank's  theme  song. 

His  father,  John  G.  McCoy,  carved  out 
a  lucrative  franchise  for  Banc  One  by 
concentrating  on  consumers.  The  bank 


doesn't  make  huge  loans,  and  it  doesn't 
have  the  big  real  estate  exposure  that 
has  damaged  other  banks  so  badly.  So 
while  problem  loans  are  up,  the  bank  is 
hardly  suffering  the  agonies  racking 
other  top  institutions.  It  doesn't  hurt,  of 
course,  that  Banc  One  is  in  the  Midwest, 
which  so  far  has  weathered  the  reces- 
sion better  than  other  regions. 

McCoy's  acquisition  strategy  has  been 
to  buy  healthy  banks  and  improve  their 
performance.  But  he  broke  with  tradi- 
tion when  he  fashioned  a  sweet  deal 
with  federal  regulators  and  bought  the 
busted  Texas  banks.  Returns  are  still 
mediocre  by  Banc  One  standards,  but 
because  of  the  deal's  structure,  they 
don't  drag  down  consolidated  figures. 
One  problem  has  been  slow  loan  growth 


in  a  sluggish  market.  Trying  to  boost  its 
presence  in  Texas,  Banc  One  has  made 
10  more  acquisitions,  with  85  branches 
and  $4.2  billion  in  assets. 

In  other  words,  it's  business  as  usual. 
Besides  buying  its  way  into  Illinois, 
since  December,  Banc  One  arranged  to 
purchase  $2.1  billion  in  Ohio  assets,  and 
announced  a  $65  million  investment  in 
Louisiana-based  Premier  Bancorp  Inc. 
Having  raised  $324  million  in  stock  is- 
sues and  $200  million  in  subordinated 
bonds  in  1990,  Banc  One  is  quite  capable 
of  another  big  deal  without  having  to 
raise  more  capital.  As  always,  McCoy  is 
game.  "We're  in  seven  states,"  he  says. 
"There  are  43  others.  I  can  have  my 
plate  full  for  50  years." 

By  Zachary  Schiller  in  Cleveland 
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Franklin  has  a  tax-free 
fund  for  every  American: 


H  You  can  earn  income  free  from  federal 

income  tax  with  the  Franklin  Federal  Tax-Free 
[ncome  Fund,  the  Franklin  Insured  Tax-Free 
[ncome  Fund,  or  the  Franklin  High  Yield  Tax- 
Free  Income  Fund. 

I  You  can  earn  income  free  from  federal  and 
state  personal  income  taxes  with  a  Franklin 
state  tax-free  fund. 

H  You  can  earn  income  free  from  federal  and 
state  personal  income  taxes  with  the  Franklin 
Puerto  Rico  Tax-Free  Income  Fund. 

Every  Franklin  tax-free  fund  offers  you  monthly 
income  dividends,  high  current  tax-free  income,! 
and  professional  management. 


fFor  investors  subject  to  the  alternative  minimum  tax,  a 
small  portion  of  the  income  may  be  subject  to  federal  and 
state  alternative  minimum  tax.  Investment  return  and 
principal  value  will  fluctuate  with  market  conditions. 


To  find  out  how  you  can  invest  tax-free,  talk  to 
your  financial  advisor  or  call  Franklin  today: 

1-800-342-FUND  Ext.714 


Franklin  Distributors,  Inc. 
777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 


BWK.9I 
714 


Yes!  I  would  like  details  on  earning  tax-free  income.  Please  send 
me  a  free  prospectus  containing  more  complete  information, 
including  charges  and  expenses  on  the  Franklin  fund(s)  I  have 
indicated  below.  I  will  read  it  carefully  before  I  invest  or  send  money. 

□  The  Franklin  fund  for  my  state: 


(Please  write  in  the  name  of  your  state.) 

□  Franklin  Federal  Tax-Free  Income  Fund 

□  Franklin  Insured  Tax-Free  Income  Fund 

□  Franklin  High  Yield  Tax-Free  Income  Fund 

□  Franklin  Puerto  Rico  Tax-Free  Income  Fund 

□  I  am  currently  a  Franklin  shareholder. 
Name  

Address  


City/ State/ Zip . 


F  R  A  Ml  K  L  I  Ni 

Member  $45  Billion  Franklin  Group  of  Funds 
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Sandra  Kurtzig 

///  her  second  tour  of  duty  at  the  software  company  she  founded,  the  CEO  of  ASK  Computer 
Systems  puts  her  reputation  as  one  of  Silicon  Valley  's  brightest  stars  on  the  line.  This  time,  she 
must  straighten  out  a  troubled  acquisition  that  she  's  banking  on  for  growth  in  the  '90s 


1  1/  /  hen  Sandra  L.  Kurtzig's 
11/  autobiography  hits  book- 
I  A/     stores  in  May.  it  won't  be 

WW  the  usual  corporate  saga, 
f  f  CEO:  Building  a  $400  Mil- 
lion Company  from  the  Ground  Up 
chronicles  the  remarkable  story  of  how 
Kurtzig  started  ASK  Computer  Systems 
Inc.  in  a  spare  bedroom  and  built  it  into 
a  major  software  company  before  leav- 
ing in  1985  to  raise  her  two  sons.  In  the 
last  chapter,  Kurtzig  makes  a  dramatic 
1989  return  to  rescue  her  corporate 
brainchild  from  a  slump. 

But  CEO  ends  too  soon.  Last  year, 
Kurtzig  embarked  on  a  bet-the-farm 
strategy  that  could  make  or  break  her 
second  go-round  at  ASK.  Her  $112  mil- 
lion acquisition,  Ingres  Corp.,  a  data- 
base software  maker  drew  her  into  a 
nasty  proxy  fight.  Although  Kurtzig.  in 
the  end,  won  the  battle  handily,  the  44- 
year-old  CEO  now  has  to  make  the  ac- 
quisition work.  "The  challenge  is  formi- 
dable." says  Andrew  Brosseau.  an 
analyst  at  Cowen  &  Co.  in  Boston.  "Her 
return  will  be  judged  on  how  well  she 
pulls  this  off." 

Ingres  and  ASK  aren't  an  easy  fit. 
ASK's  manufacturing  software  business 
and  Ingres'  data-base  business  are  dis- 
tinctly different.  What's  more,  Kurtzig 
will  have  to  repair  Ingres,  which  was 
losing  money  and  suffering  from  poor 
marketing  and  financial  controls  in  a 
cutthroat  data-base  market.  Meanwhile, 
the  recession  is  hurting  demand  for 
ASK's  software,  which  helps  manufac- 
turers run  inventory,  accounting,  pur- 
chasing, and  other  operations.  Brosseau 
expects  ASK  to  earn  only  15$  to  20<t  a 
share  on  $330  million  in  revenue  for  this 
fiscal  year  ending  June  30.  That  com- 
pares with  37$  a  share  on  $208  million  in 
sales  the  previous  year. 

After  the  takeover,  Kurtzig  immedi- 
ately laid  off  12%  of  the  combined  work 
force,  which  helped  save  $15  million  a 
year.  Dumping  Ingres'  top  management, 
she  formed  her  own  team  of  three  exec- 


utive vice-presidents  to  run  the  com- 
bined company.  For  now,  she's  keeping 
Ingres'  headquarters  in  Alameda,  across 
San  Francisco  Bay  from  her  Silicon  Val- 
ley headquarters,  and  she  spends  two 
days  a  week  there.  To  encourage  "bond- 
ing" between  the  two  groups,  the  de- 
manding but  personable  Kurtzig  distrib- 
uted T-shirts  to  Ingres  employees  that 
said:  "ASK  for  Ingres."  And  she  was 
tickled  when  an  Ingres  engineer  showed 
up  at  the  company  Halloween  bash  in 
drag — dressed  as  Kurtzig. 

Much  of  her  success  hinges  on  ex- 
tracting marketing  advantages  from  the 
Ingres  deal.  For  example,  she'll  try  to 
exploit  new  relationships  with  Hewlett- 
Packard  Co.  and  General  Motors'  Elec- 
tronic Data  Svstems,  to  which  she  sold 


30%  of  ASK  in  order  to  finance  the  In- 
gres deal.  The  payoff  will  come  mostly 
through  EDS  Computer  Sen-ices,  which 
puts  together  large  networks  of  comput- 
ers and  software  for  the  nation's  largest 
corporations. 

Kurtzig  also  needs  to  keep  up  with 
new  technology.  As  computing  shifts  to 
software  that  can  run  on  any  brand  of 
personal  computer  or  workstation,  ASK 
must  rewrite  virtually  all  its  product.  A 
new  generation  of  ASK  software,  due 
out  in  the  next  few  years,  is  based  on 
Ingres'  nonproprietary  data-base  tech- 
nology. "Ingres  is  pivotal  to  our  riding 
the  wave  of  the  '90s,"  Kurtzig  declares. 
With  any  luck,  she  can  write  about  it  in 
a  second  installment  of  CEO. 
By  Maria  Shao  in  Mountain  View,  Calif. 
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"When  I  joined  UCLA  Mail 
Services,  our  equipment 
was  obsolete,  employees 
were  demoralized,  and 
managers  were  frustrated. 
And  I  was  faced  with  the 
job  of  handling  42  million 
pieces  of  mail  a  year.  So 
something  had  to  be  done 
right  away." 

"I  called  Pitney  Bowes... 
and  they  went  right  to  work. 
They  had  new  mailing 
machines  installed  and  our 
people  trained  in  no  time." 

"Today,  we  process 
double  the  volume  of 
outgoing  mail  as  in  the  past. 
Not  only  have  we  improved 
morale  tremendously, 
we've  saved  money  for  the 
university." 

"Pitney  Bowes  listens  to 
its  customers...I  know  they 
listen  to  me.  And  if  I  do 
have  a  problem,  their  service 
people  fix  it  immediately. 
It  would  be  hard  to  think  of 
going  to  another  vendor." 

At  Pitney  Bowes, 
customer  satisfaction  is  a 
commitment  that's  at  the 
very  fiber  of  our  business. 
It  shapes  the  attitudes  and 
actions  of  our  people.  And 
it's  reflected  in  the  quality 
and  reliability  of  our 
products.  What's  more, 
we  back  it  up  with  our 
Customer  Satisfaction 
Guarantee™  For  more 
information,  call  1-800- 
MR  BOWES  ext.  1035. 


"Pitney  Bowes  helped  our 
mail  center  move  out  of  the 
dark  ages.  We  now  handle 
twice  the  volume... 
at  a  much 
lower  cost." 


Edward  Meyers 
Manager, 

UCLA  Mail  Services 


Gode 
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William  Ruckelshaus 


The  chief  of  Browning-Ferris  is  struggling  to  get  the  garbage  and  landfill  powerhouse  under 
control.  Plagued  by  environmental  problems  and  lax  central  control,  he's  also  being 
squeezed  by  rising  costs  and  a  slow  economy.  Straightening  it  all  out  will  be  a  dirty  job 


M   little  more  than 
/I   two   years  ago, 

ZJ   when     he  was 

/  named  the  chair- 
JL  JL  man  of  Browning- 
Ferris  Industries  Inc..  it 
looked  like  an  ideal  match 
for  William  D.  Ruckelshaus. 
BFI  had  a  booming  gar- 
bage-disposal business.  It 
also  had  a  reputation  as  an 
environmental  outlaw  in 
many  states,  where  it  was 
bogged  down  in  messy  law- 
suits. Ruckelshaus.  the  for- 
mer Environmental  Protec- 
tion Agency  chief,  was 
known  for  his  integrity  in 
enforcing  the  law — and  for 
being  tough  under  fire.  He 
was  the  Deputy  Attorney 
General  who  quit  rather 
than  obey  President  Rich- 
ard Nixon's  1974  order  to 
dismiss  the  special  Water- 
gate prosecutor. 

But  compared  to  taming 
BFI,  Washington  was  a 
snap.  Ruckelshaus,  58,  in- 
herited a  powerhouse  opera- 
tion that  collects  garbage 
from  5.8  million  homes  and 
operates  105  landfills,  giv- 
ing it  almost  11^  of  the  S28  billion  waste 
market.  But  its  disposal  business  has 
been  hammered  by  a  slowing  economy 
and  high  environmental  costs.  Last  year, 
it  wrote  off  S36.6  million  for  landfills  it 
owned  but  couldn't  open  or  expand. 

BFI  also  dumped  its  money-losing 
hazardous-waste  business,  producing  a 
$44.7  million  loss  for  the  year  ended 
Sept.  30.  And  Ruckelshaus  recently  ac- 
cepted the  resignation  of  longtime  Presi- 
dent John  E.  Drurv.  Analysts  cited  a 


dispute  over  strategy.  As  for  BFI's 
share  price,  it's  virtually  running  in 
place:  It  has  recently  traded  well  below 
its  August  high  of  $49. 

BFI's  problems  run  deep.  When  Ruck- 
elshaus came  in.  its  operations  were 
highly  decentralized  and  run  mostly  by 
local  landfill  managers.  They  operated 
autonomously,  sometimes  violating  local 
and  state  environmental  regulations. 
Ruckelshaus  has  been  trying  to  work 
more  closely  with  local  authorities  and 


to  polish  BFI's  public  im- 
age. Bowing  to  intense  pub- 
lic pressure  in  Ohio,  for  in- 
stance, he  agreed  last  year 
to  cut  BFI's  high-volume 
shipments  of  garbage  into 
that  state. 

Ruckelshaus  is  also  work- 
ing to  convert  local  manag- 
ers into  model  corporate  cit- 
izens. He  incessantly  extolls 
the  virtues  of  following  the 
rules  to  the  letter  and  has 
tied  managers'  incentives  to 
compliance.  But  Ruckel- 
shaus, though  upbeat  by 
nature,  knows  he  has  a  long 
way  to  go.  Last  September. 
BFI  had  to  withdraw  a  re- 
quest to  expand  a  landfill 
outside  Minneapolis  because 
the  landfill's  manager  failed 
to  disclose  a  methane  gas 
leak.  "The  whole  company 
suffers  when  a  few  bad  ap- 
ples run  afoul  of  the  laws," 
Ruckelshaus  says. 

Future  growth  will  be 
tough.  Ruckelshaus  says 
BFI  may  be  constrained 
now  that  the  price  of  acqui- 
sitions has  risen  dramatical- 
ly. So  he  plans  to  rely  more 
on  in-house  sales  efforts  to  build  the 
company  while  making  a  stronger  push 
into  new  businesses,  such  as  recycling 
and  medical-waste  disposal.  The  compa- 
ny is  already  the  largest  player  in  the 
booming  medical-waste  field,  with  107c 
of  the  SI  billion  market.  But  it  will  be 
years  before  these  businesses  earn  im- 
portant money.  Clearly.  Ruckelshaus' 
dirty  job  is  just  beginning. 

By  Deborah  Fowler  and  Mark  Ivey  in 
Houston 
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Tkeres  no  limit  to  tke  promises  dental  insurers 
can  make.  Only  to  tkose  tkey  can  keep. 


A 


i_t  Delta  Dental  we  keep  our  promises.  Unlike  many  of  our  competitors,  we  focus  on 
true  cost  management,  rather  than  simply  shifting  the  cost  to  your  employees.  Though 
we  never  promise  dth  e  moon,  last  year  alone  we  delivered  savings  of  over  $  I  00  million 
to  our  groups  and  suhscrihers.  LJ  How?  Through  safeguards  which  include  fee  reviews, 
dental  office  audits,  dentist-consultant  reviews,  and  post-treatment  reviews,  the  Delta 
Dental  Cost  Management  Program  offers  controls  in  a  way  other  insurers  can't  begin 
to  match.  □  But  Delta'  s  cost  management  is  only  one  facet  of  a  unique  three-point 
system  that  also  includes  plan  design  flexibility  and  106,000  dentists  in  the  nation  s 
largest  participating  network.  CD  It's  a  program  only  Delta  Dental  offers.  That's  why 
we  now  cover  more  than  20  million  people  in  23,000  groups  and  pay  more  than  $2 
billion  a  vear  for  dental  care.  Tol  earn  more  about  how  your  group  can  benefit  from 
Delta  Dental,  call  1  -800-44  1-3434  today.     /XDolt^  Dglltcll 

Americals  Leader  In  Dental  Health  Plans. 


THE  POWER  OF  BELIEF:  #6  in  a  series 


If  you  don't  like  surprises, 

you're  living  in  the  wrong  century. 


At  .Motorola 


we  don't  just  anticipate  surprises.  We 


go  out  to  find  them.  ■  Our  experience  in 


committing  to 


I 


new  ideas  gives  us  the 


conviction  needed  to  act,  filling  the  needs  of 
fast-moving  world.  ■  Today,  for  example, 
our  new  SEC  TEC  secure  telephones  adapt 
digital  encryption  technology  to  meet  a 


Sf  CTEL  telephone  systems  protect  confidentiality,  at  the  push 
ol  o  button,  your  voice,  fox  or  computer 
transmission  "goes  secure. ' 


growing  need  for 
confidentiality  in 


IRIDIUM  is  a  low 
earth  orbif  satellite 
network  intended  to 
bring  personal  portable 
communications 
to  the  world. 


business  communications.  ■  For  the  fipyS 
future,  new  /^Motorola  technology 
is  being  designed  to  provide  navigation  and 
route  guidance  products  for  your  car;  our 
satellite -based  IRIDIUM™  system  is  intended 


Motorola's  Intelligent  Vehicle  Highway  System  products  are 
being  designed  to  help  you  pick  the  best  route  to  your 
destination,  based  on  real-time  rood  and  trallic  conditions. 


to  bring  personal  com- 
munications to  every 
square  inch  of  the  earth. 


Today's  surprises  are  tomorrow's  businesses. 


For  us.  and  for 


our  customers. 


Building  On  Beliefs 


®  .  IRIDIUM.  Motorola  and  SECTEL  are  trademarks  of  Motorola.  Inc  51991  Motorola,  inc 
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William  Donaldson 


He  made  history  on  Wall  Street  jO  years  ago  when  he  founded  an  innovative  firm.  Now, 
he's  back  on  the  Street  in  a  new  role— running  the  New  York  Stock  Exchange.  His  job  is  to  drive 
the  Big  Board  into  the  21st  Century  and  keep  it  preeminent  in  the  securities  business 


M  n  eroded  franchise.  Heightened 
/I   competition  in  the  U.S.  and 

ImM  abroad.  Severe  regulatory  con- 

f  I  straints — and  obligations.  Just 
JL  JL  one  of  those  challenges  would 
be  enough  to  overwhelm  the  most  hard- 
ened corporate  executive.  But  all  of 
them,  simultaneously,  face  the  newly 
anointed  chairman  of  the  New  York 
Stock  Exchange,  William  H.  Donaldson. 

At  59,  Donaldson  has  taken  on  what 
may  be  the  toughest  job  in  his  eventful 
32-year  career.  And  his  first  major  ac- 
tion as  the  Big  Board's  chairman  was  a 
pleasant  surprise  to  those  who  might 
have  wondered  whether  he  had  the  grit 
to  act  decisively.  On  Feb.  8,  the  NYSE 
announced  it  was  cutting  staff  from 
1,950  to  1,600— with  about  200  of  those 
departures  from  layoffs,  the  rest  from 
early  retirements  and  attrition. 

Such  a  cut  would  pass  almost  un- 
noticed at  a  securities  firm.  But  it  was 
big  news  in  the  genteel,  clubby  precincts 
of  the  stock  exchange,  which  did  not 
perform  such  a  bloodletting  even  in  the 
low-volume  days  following  the  October, 
1987,  crash.  "In  a  sense,  we  have  down- 
sized our  operation  to  reflect  the  down- 
sizing on  Wall  Street  itself,"  Donaldson 
says.  "But  more  important,  we've  got  to 
be  an  efficient,  well-run  organization 
with  no  fat  and  with  no  redundancy,  to 
offset  whatever  competitive  pressures 
are  coming  into  the  marketplace." 

Those  competitive  pressures  are  loom- 
ing huge — from  NASDAQ's  national 
market  system,  regional  and  overseas 
exchanges,  and  automated  transaction 
systems  such  as  Instinet  and  POSIT. 
Large  investors  are  making  less  use  of 
the  time-honored  system  of  trading 
shares  on  the  NYSE  floor  through  spe- 
cialists— the  firms  charged  with  making 
a  "fair  and  orderly"  market  in  the 
stocks  assigned  to  them.  The  exchange 
handles  trading  in  only  607'  of  NYSE- 
listed  stocks,  vs.  807<  a  few  years  ago. 

Donaldson  acknowledges  that  one  of 
his  most  pressing  tasks  is  to  get  to  the 


root  of  the  market-share  problem.  Is  it 
that  better  pricing  can  be  obtained  else- 
where? Or  do  traders  of  large  blocks  of 
stock  wish  to  do  so  away  from  the  lime- 
light? Are  commissions  too  high?  The 
answers  have  yet  to  be  found.  "We  want 
to  do  everything  in  our  power  to  let  our 
specialists  be  as  competitive  as  they  can 
be,"  he  says. 

Competitiveness  is  a  primal  difficulty, 
and  it's  one  Bill  Donaldson  faced  as  a 
youthful  Wall  Street  whiz.  At  the  tender 
age  of  28,  he  joined  Dan  Lufkin  and 
Richard  H.  Jenrette  (page  51)  to  found 
the  firm  that  still  bears  their  names: 
Donaldson,  Lufkin  &  Jenrette  Inc.  They 
quickly  became  known  as  mavericks. 
Early  and  tenacious  in  pursuing  institu- 
tional business,  DU  later  won  fame  as 


the  first  Wall  Street  firm  to  go  public. 
After  leaving  DLJ  in  1973,  Donaldson 
became  an  Undersecretary  of  State  for 
Henry  Kissinger,  then  dean  of  Yale's 
School  of  Management  and,  more  re- 
cently, proprietor  of  a  small  investment 
firm,  Donaldson  Enterprises  Inc. 

Now  that  he's  back  in  the  maelstrom, 
Donaldson  plans  to  meet  the  global  com- 
petition head-on,  by  chipping  away  at 
the  regulatory  barriers  that  prevent  for- 
eign firms  from  listing  directly  on  U.  S. 
exchanges.  That  will  require  winning 
over  Congress  and  the  Securities  &  Ex- 
change Commission.  No  small  feat — and 
no  more  unrealistic  than  three  young 
Ivy  Leaguers  vowing  to  become  barons 
of  Wall  Street. 

By  Gary  Weiss  in  New  York 
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Nuclear-generated  electricity  saves  more  oil  each  day 
than  we  used  to  import  tram  Iraq  and  Kuwait. 


Generating  electricity  with  nuclear 
nergy  instead  of  imported  oil  helps 
sduce  America's  dangerous  dependence 
n  unstable  energy  sources. 

With  112  operating  plants  in  this 
Duntry,  nuclear  electricity  already  cuts 
I.S.  oil  imports  by  740,000  barrels 


every  day.  That's  more  than  the  oil  we 
imported  from  Iraq  and  Kuwait  before 
hostilities  broke  out  last  August. 

But  America  still  imports  about  half  the 
oil  it  consumes— the  equivalent  of  four- 
huge  supertankers  of  foreign  oil  every  day. 

We  need  more  nuclear  plants— to  meet 


America's  growing  electricity  demand 
and  to  bolster  our  independence  from 
dangerously  unstable  energy  sources. 

For  more  information  and  two  free 
booklets,  write  to  the  U.S.  Council  for 
Energy  Awareness,  P.O.  Box  66080, 
Dept.  ST26,  Washington,  D.C.  20035. 


Nuclear  energy  means  more  energy  independence. 


1WH  I'Sl'KA 


Ronald  Jackson 


■    '  ive  years  ago,  Ron- 

MJ   aid  J.  Jackson  cap- 

V  J  tained  his  Kenner 
■  Parker  Toys  Inc. 
JL  through  a  year  of 
plant  closings,  layoffs,  and 
millions  in  special  charges — 
doubling  operating  margins 
along  the  way.  But  a  year 
after  he  took  the  company 
public,  a  hostile  takeover 
bid  forced  Jackson  to  sell 
Kenner  Parker  to  Tonka 
Corp.  "He  had  this  good 
thing  going,  and  he  knew  it 
was  going  to  work,"  says 
advertising  executive  Peter 
Evans,  a  friend.  "He  never 
realized  its  full  potential." 

Now,  in  a  twist  straight 
out  of  Hollywood,  he's  get- 
ting a  second  chance  to  re- 
build a  company.  Jackson,  a 
46-year-old  Midwesterner, 
has  spent  the  past  year  fix- 
ing up  Fisher-Price,  the 
troubled  toymaker  owned 
by  Quaker  Oats  Co.  This  spring,  Quaker 
Oats  will  spin  it  off  in  a  public  offering 
worth  about  $350  million,  and  Jackson  is 
to  stay  on  as  chief  executive. 

Fisher-Price's  core  products  have  nev- 
er been  a  problem.  Simple  and  durable, 
they're  toyland  classics:  pull  toys,  play- 
houses, and  Little  People  figures.  But 
the  company  went  wrong  by  not  sticking 
to  that  lineup.  As  revenues  swelled 
through  the  1980s,  the  toymaker  wan- 
dered into  more  expensive,  complex 
playthings  that  required  heavy  advertis- 
ing spending  to  grab  older  kids:  elec- 
tronic musical  instruments,  portable  cas- 
sette players,  and  girls'  personal-care 
appliances,  such  as  curling  irons.  The 
strategy  bombed:  After  a  calamitous 
1989  Christmas,  revenues  fell  17%,  to 
$703  million  last  fiscal  year.  Too  many 
employees  and  a  bloated  cost  structure 
only  compounded  the  problem. 

Jackson  joined  the  company  last  May, 


One  promising  company  was  shot 

out  from  under  him.  Now,  the  boss 
of  Fisher-Price  gets  a  second 

chance  to  build  his  own  empire. 

He 's  moving  the  toymaker  back  to 
pre  school  basics  after  years 
of  aggressive  diversification 

after  six  months  as  president  of  shoe- 
maker Stride  Rite  Corp. — the  same  job 
he  left,  after  just  four  months,  to  head 
Kenner  Parker.  Reserved,  family-orient- 
ed, and  publicity-shy,  he  rarely  talks 
with  the  press.  Instead,  he  lets  his  ac- 
tions do  the  talking:  He  has  shuttered 
three  factories  and  cut  1,300  of  7,600 


employees,  and  he  coughed 
up  rebates  to  retailers  who 
got  stuck  with  unsalable  in- 
ventory. He  also  has  re- 
vamped Fisher-Price's  1991 
offerings.  Gone  are  the 
risky  electronics  and  other 
toys  needing  heavy  promo- 
tion aimed  at  children. 

The  return  to  basics, 
Jackson  says,  simply  "is 
what  Fisher-Price  should 
do."  Demographics  certain- 
ly suggest  that  targeting 
tots  is  a  sound  strategy, 
and  several  rivals  have 
caught  on  to  that,  Mattel 
Inc.  and  Hasbro  Inc.  have 
spent  heavily  to  create 
strong  preschool  divisions. 
And  Little  Tikes,  a  division 
of  Rubbermaid  Inc.  (page 
55),  has  doubled  its  sales  in 
the  past  three  years  with  an 
impressive  franchise  in 
larger  toys. 
At  the  same  time,  howev- 
er, there  are  signs  that  Fisher-Price's 
core  preschool  market  is  changing  dra- 
matically. Some  toy  executives  claim 
that  America's  three-year-olds,  socialized 
increasingly  by  TV  and  day  care  centers, 
want  Teenage  Mutant  Ninja  Turtles  and 
other  toys  intended  for  older  kids,  not 
the  more  traditional  fare.  "Children  are 
getting  older  at  a  younger  age,"  says 
William  C.  Killgallon  Jr.,  chairman  of 
Ohio  Art  Co. 

But  going  back  to  basics  was  a  matter 
of  survival  for  Fisher-Price.  And  retail- 
ers and  competitors  agree  that  the  com- 
pany has  emerged  a  much  sharper  oper- 
ation, with  well-focused  product  lines 
and  its  enviable  consumer  franchise  in- 
tact. Some  analysts,  in  fact,  suspect  the 
revitalized  Fisher-Price  could  even  draw 
unwanted  suitors  soon  after  its  public 
debut.  Obviously,  Jackson  would  rather 
that  bit  of  history  didn't  repeat  itself. 
By  Keith  H.  Hammonds  in  Boston 
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Quality  is  Job  1. 


"duality  dealer  service  is  getting  the 
job  done  right  the  first  time." 

Mark  Carpender,  Service  Trainer,  Ford  Employee  for  12 ' 


Ray  Irani 

Armand  Hammer?  Who  's  he?  Occidental  's  new  boss  is 
spending  a  lot  of  effort  unloading  many  of  the  ventures  of 
O.xy's  late  founder.  His  criterion:  the  bottom  line.  What's 
important:  O.xy's  core  oil,  gas,  and  chemical  businesses 


hether  it  was  medicine  or 
Moscow,  Armand  Hammer 
was  never  reluctant  to  let 
his  many  personal  interests 
shape  Occidental  Petroleum 
Corp.  Not  so  his  successor.  "I  don't  have 
an  interest  in  the  Soviet  Union  and  I 
don't  think  I  can  help  find  a  cure  for 
cancer,"  says  Ray  R.  Irani,  who  became 
Oxy's  chairman  when  the  legendary 
Hammer  died  in  December. 


Irani,  55,  has  wasted  no  time  distanc- 
ing himself  from  Hammer.  Barely  a 
month  after  taking  the  reins,  he  an- 
nounced a  sweeping  $5  billion  restruc- 
turing to  return  the  far-flung  holding 
company  to  its  core  operations  in  oil, 
gas,  and  chemicals.  He  has  vowed  to 
slash  Oxy's  $8.5  billion  debt  load  by  40%, 
partly  by  selling  off  $3  billion  in  proper- 
ties Hammer  accumulated.  Among  those 
on  the  block  are  an  Arabian  horse-breed- 


ing operation  and  a  hotel  management 
unit  Hammer  launched  to  curry  favor 
with  Chinese  leaders.  Going,  too,  will  be 
the  cattle  breeding  operation  in  Nebras- 
ka, along  with  a  Soviet  gas  project. 
"What  I  care  about  is  improving  cash 
flow  and  earnings — things  that  our 
shareholders  can  appreciate,"  says  Irani. 

To  make  that  happen  quickly,  he  has 
already  ordered  1,000  employees  laid 
off — 3.2%  of  Occidental's  work  force — 
and  slashed  the  company's  hefty  $2.50-a- 
year  dividend  to  $1.  He  promises  to  in- 
crease it  again  once  earnings  improve. 

Irani's  background  should  help.  Near- 
ly half  of  Oxy's  operating  profits  come 
from  chemicals,  his  specialty.  A  native  of 
Lebanon,  he  earned  a  doctorate  in  chem- 
istry from  the  University  of  Southern 
California  by  age  22.  Irani,  who  holds 
150  chemical  patents,  rose  from  the  re- 
search lab  to  president  of  chemicals  com- 
pany Olin  Corp.  In  1983  he  jumped  to 
Oxy,  where  Hammer,  who  had  pushed 
out  one  apparent  successor  after  anoth- 
er, took  a  liking  to  his  low-key  style. 
Irani  soon  took  over  most  day-to-day  op- 
erations, becoming  president  in  1985.  In 
1988,  he  helped  engineer  Oxy's  $2.3  bil- 
lion purchase  of  Cain  Chemical  Inc. 

Having  announced  a  comeback  plan, 
Irani  faces  the  tougher  task  of  following 
through.  He  will  likely  have  trouble 
fetching  good  prices  for  the  unwanted 
divisions.  Already,  the  company  is  facing 
opposition  in  Beijing  to  selling  its  stake 
in  the  An  Tai  Bao  coal  mine.  Irani 
admits  it  may  take  two  or  three  years 
before  several  of  the  larger  companies 
find  buyers.  And  with  a  big  chunk  of 
Oxy's  earnings  coming  from  petroleum, 
a  comeback  could  be  delayed  by  contin- 
ued weak  oil  prices. 

The  giant  California  Public  Employ- 
ees' Retirement  System,  one  of  Oxy's 
largest  stockholders,  is  pleased  with 
what  it  sees.  It  had  battled  with  Ham- 
mer over  $80  million  in  corporate  funds 
spent  on  an  art  museum.  But  the  market 
is  hanging  back:  After  trading  at  22  af- 
ter Hammer's  death,  Oxy's  stock  price 
has  bumped  around  between  17  and  20. 

Puffing  one  of  many  cigarettes  he 
smokes  daily,  Irani  acknowledges  a  debt 
to  Hammer.  "I  learned  a  lot  from  him," 
he  says.  All  the  same,  he  continues  to 
distance  himself  from  his  famous  ex- 
boss:  He  rescheduled  Oxy's  annual  meet- 
ing this  year  for  May  9.  It  was  tradition- 
ally held  May  20 — Hammer's  birthday. 
By  Ronald  Grover  in  Los  Angeles 
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The  Invest  in  France  Agency 


'KIT' 


We  will  work  with  you  to  make  your  operation  in  France 

a  successful  one. 


NEW  YORK 

TEL:  212-757-9340 
FAX:  212-245-1568 


CHICAGO 

TEL:  312-661-1640 
FAX:  312-661-0623 


LOS  ANGELES 

TEL:  213-879-0352 
FAX:  213-785-9213 


HOUSTON 

TEL:  713-526-1565 
FAX:  713-526-3802 


After  being  an 
and  championship 
in  a  position  to 

Some  people  have  a  talent  for  helping  those     awarded  the  Nobel  Peace  Prize  and,  in  1963, 
whose  lives  they  touch.  But  few  have  a  the  Presidential  Medal  of  Freedom.  In  addition, 

wealth  of  talents  that  can  help  the  entire  world,     he  received  more  than  fifty  honorary  degrees 

Ralph  Bunche  always  wanted  to  teach.  So 
he  became  a  professor  at  Harvard,  and  later,  the 
chairman  of  the  political  science  department  at 
^  |  .  ^  r        Howard  University. 


Telecommunications 


Information  Services 


Mobile  Communications 


tuthor,  a  professor 
ithlete,he  was  finally 
:hange  the  world. 

Individually,  the  companies  of  BellSouth 
are  considered  some  of  the  best  in  their 
field.  When  brought  together,  they  can  provide 
technologically  advanced  solutions  to  a  variety 
of  problems  in  government,  banking,  retailing, 
from  colleges  and  universities  around  the  world,    health  care,  manufacturing  and  many  others. 


He  once  said  that  his  most 
prized  possessions  were  three 
gold  basketballs,  trophies  which 
he  received  at  UCLA  where  he 
was  a  starting  guard  on  three 
consecutive  Pacific  Conference 
championship  teams. 

If  you  understand  how 
Ralph  Bunche  used  his  unique 
combination  of  abilities 
to  meet  and  excel  at 


many  challenges,  you'll  understand  be  just  the  kind  of  partner  you're  looking  for. 
how  BellSouth  is  committed  to  After  all,  when  you  can  surround  a  problem 

using  its  many  different  with  more  than  one  remarkable  talent,  there's 

talents  to  meet  the  needs  no  telling  what  kind  of  solution 


HERE'S  HOW  THE  COMPANIES 
OF  BELLSOUTH  INTEGRATED 
MANY  DIFFERENT  TALENTS  TO 
HELP  STATE  GOVERNMENTS. 

Designed  an  integrated 
telecommunications  and  information 
systems  solution  utilizing  telephone 
systems,  computers,  gateways  and  voice 
mail  to  support  a  state  lottery  system. 

Linked  together  key  locations 
across  the  state  with  a  digital  data 
network for  transmission  of  important 
documents  with  customer  control  of 
network  configuration. 

Modernized  the  state  capital 
communications  system  by  installing  a 
state-of-the-art  digital  switching  system. 


In  fact,  for  the  past 
three  years  in  an  annual  Fortune 
magazine  survey,  BellSouth  was 
chosen  by  senior  industry 
executives  as  the  most  admired 
telecommunications  company 
in  the  United  States. 

Which  means  if  you're 
looking  at  your  own  business  or 
personal  communications  needs, 
the  companies  of  BellSouth  may 


of  its  customers. 


you'll  negotiate 


]mm> 
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■  BELLSOUTH 

Advertising  Services 


Everything  you  expectfrom  a  leader" 


Michael  Schulhof 


M 


ichael  P.  Schul- 
hof is  the  only 
American  on 
Sony  Corp.'s 
board,   but  he 


insists  he  has  never  felt  out 
of  place.  Like  many  of  the 
Japanese  company's  direc- 
tors, he  was  trained  as  a 
physicist,  and  physics  is  a 
frequent  topic  at  Sony's 
board  meetings.  The  compa- 
ny's highest-ranking  Ameri- 
can also  shares  with  Sony 
CEO  Norio  Ohga  a  number 
of  passions,  including  ham 
radio  and  flying  airplanes. 

The  real  culture  shock  for 
Schulhof  may  be  just  f 
around  the  corner.  Having 
spent  most  of  his  18  years 
at  Sony  in  consumer  and 
professional  electronics, 
Schulhof,  48,  has  been 
tapped  to  head  the  compa- 
ny's burgeoning  entertain- 
ment empire.  In  January, 
Sony  created  a  new  U.  S.-based  company 
called  Sony  Software  Corp.  It  puts  un- 
der one  umbrella  Sony  Music  Entertain- 
ment (formerly  CBS  Records)  and  Co- 
lumbia Pictures  Entertainment,  which 
includes  the  Columbia  and  Tri-Star  film 
studios  and  a  TV  production  unit.  As 
president  of  that  new  entity,  based  in 
New  York,  and  vice-chairman  of  Sony 
USA,  which  includes  electronics  as  well 
as  movies  and  music,  Schulhof  must  in- 
tegrate two  distinctly  different  business- 
es and  cultures. 

His  top  priority  is  rejuvenating  Co- 
lumbia— and  it's  costing  a  fortune.  Be- 
yond the  initial  $5  billion  price  tag,  in- 
cluding debt,  it  cost  $200  million  to  lure 
producers  Peter  Guber  and  Jon  Peters 
to  manage  the  property — plus  an  esti- 
mated $500  million  in  assets  to  buy  out 
their  contract  from  Warner  Brothers. 
Millions  more  have  gone  into  drawing 
top  talent,  including  $100  million  to  nab 


Trained  as  a  physicist,  the  new 
boss  of  Sony's  U.  S.  entertainment 
operations  finds  himself  in  charge 

of  a  high-powered  recording 
company,  a  movie  company,  and  an 
electronic  games  division.  He 's 
learning  as  fast  as  he  can 

producer  James  Brooks  to  make  televi- 
sion shows  and  films.  Investment  in  pro- 
duction will  top  $700  million,  with  bud- 
gets for  several  films  at  over  $40 
million. 

Sony's  music  business  could  use  a 
boost,  too.  After  Sony  Music's  legendary 
CEO  Walter  Yetnikoff  left  abruptly  last 


fall,  Sony  CEO  Ohga  relin- 
quished his  title  as  chair- 
man there  and  gave  it  to 
Schulhof.  Without  a  presi- 
dent to  run  Sony  Music, 
Schulhof  has  much  more  di- 
rect responsibility  for  deliv- 
ering results.  Although 
Sony  Music  remains  strong 
internationally,  its  domestic 
sales  slipped  behind  Warner 
Records'  in  1985  and  never 
recovered.  Schulhof  doesn't 
pretend  to  have  all  the  an- 
swers. "I'm  trying  to  learn 
as  fast  as  I  can,"  he  says. 

As  if  film  and  records 
weren't  enough  to  handle, 
Sony  has  just  created  an  en- 
tirely new  business  to  go 
under  Schulhof's  Sony  Soft- 
ware umbrella.  Called  Sony 
Electronic  Publishing,  it  will 
offer  electronic  games  and 
computer  software  based 
on  CD-ROM  technology.  It 
depends  on  sophisticated 
data  retrieval  to  deliver  sound,  still  and 
moving  images,  and  text  on  personal 
computers  with  CD-ROM  attachments. 
The  challenge,  of  course,  is  to  create 
demand.  For  now,  the  market  for  such 
"multimedia"  products  scarcely  exists 
outside  the  corporate  workplace. 

But  Schulhof  views  his  real  purpose 
as  finding  "synergies"  between  all  of 
Sony's  businesses.  For  instance,  Sony  is 
building  a  high-definition  television  edit- 
ing facility  on  its  California  lot  to  en- 
courage Hollywood  producers  to  try  the 
new  technology,  which  it  happens  to 
manufacture.  Sony  Music  artist  Michael 
Jackson  is  making  a  movie  for  Columbia 
Pictures.  And  Schulhof  must  make  it 
financially  attractive  for  Sony's  artists 
to  become  involved  in  film  and  even  soft- 
ware efforts.  Those  sound  like  nice,  effi- 
cient projects.  Now.  it's  up  to  Schulhof 
to  turn  them  into  real  money-makers. 

By  Andrea  Rothman  in  New  York 
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Our  Software 
Is  Behind 

Almost  Every 
Company 

In  This 
Magazine. 


CA90s 


Mg  or  small,  young  or  old,  the  companies  in  The 
Business  Week  1000  seem  to  agree  on  at  least  one 
thing. 

The  superiority  of  Computer 
Associates  software. 

Virtually  every  company  listed  in 
cas computing  this  issue  uses  our  software  on  their 

Architecture  For  .    c  .  , 

The  90s  protects  mainframe,  midrange  or  microcom- 
ZS/Zyu  puters.  And  no  matter  what  kind  of 
■oftware solution,  software  it  is  -  information  manage- 
nent,  systems  management  or  business  applica- 
:ions  -  our  clients  all  use  it  for  the  same  reason. 


CA  offers  the  most  effective  and  integrated 
software  solutions  in  the  world.  Software  that  can 
make  your  information  systems  more  productive 
-  while  controlling  costs  at  the  same  time. 

That's  why  you'll  always  find  our  software 
wherever  you  find  successful,  growing  companies. 
After  all,  these  days  the  right  software  can  really 
give  a  company  a 
competitive  edge. 

Everyone 
knows  that. 

Almost. 


QOMPUTER 
/isSOCIATES 

Software  superior  by  design. 


S 1991  Computer  Associates  International,  Inc.,  711  Stewart  Avenue,  Garden  City,  NY  11530-4787  1-800-645-3003 


Alexander  Kroll 


■  /  /  hen  Alexander  Kroll  faced 
11/    opponents   on   the  football 
I  A/     field   more   than   three  de- 
W  W      cades  ago,  the  Yale  Universi- 
f   J        ty  center  had  a  simple  game 
plan.  "He'd  punish  you  with  unrelenting 
power,"  says  Joseph  E.  DeDeo,  who 
played  against  Kroll  as  a  Princeton 
sophomore.  DeDeo  later  became  a  close 
friend  and  a  top  deputy  at  ad  agency 
Young  &  Rubicam,  where  Kroll  is  chair- 
man.  But  he  never  lost  his  awe  of 
Kroll's  tenacity.  Says  DeDeo:  "He  was 
the  toughest  player  I  ever  came  across." 

Young  &  Rubicam  is  putting  that 
toughness  to  a  test.  Y&R  has  long  been 
the  General  Motors  of  Madison  Ave. — 
huge  and  dependable.  But  like  the  auto 
giant,  the  nation's  biggest  advertising 
agency  needs  a  jolt.  With  the  ad  busi- 
ness in  a  deep  recession,  critics  say 
Y&R's  giant  New  York  flagship  has  be- 
come a  sclerotic  place  that  produces  sol- 
id ads  but  has  few  flashes  of  brilliance. 

Sooner  or  later,  that  rap  is  put  on 
nearly  every  successful  agency.  But  in 
Y&R's  case,  its  reputation  has  become  a 
liability:  While  the  agency  says  its  ad 
billings  grew  about  6%  in  1990,  most  of 
that  growth  came  from  existing  clients. 


In  a  depressed  market  for 
advertising,  the  chief  of  Young  & 
Rubicam  is  plugging  away  to 
rejuvenate  the  creative  drive  of  the 
nation 's  biggest  agency.  Meanwhile, 
he 's  looking  for  growth  overseas, 
already  a  key  source  of  income 


In  the  battle  for  new  accounts,  Adweek 
magazine  last  year  ranked  Y&R  17th 
out  of  the  top  20  American  agencies. 

That's  not  news  to  Kroll,  53.  He  has 
been  trying  to  liven  up  Y&R  since  he 
became  chairman  in  1985.  In  1987,  he 
broke  the  creative  department  into  three 
groups  to  give  Y&R  the  vibrancy  of  a 
small  agency.  Instead,  it  only  became 
more  bureaucratic.  So  he  has  reorga- 
nized again,  putting  a  young  dynamo, 
Helayne  Spivak,  in  charge  of  a  single 
creative  staff.  Spivak,  a  38-year-old 
copywriter  and  former  secretary,  made 
her  name  creating  witty  ads  for  much 
smaller  shops.  Colleagues  describe  her 
style  as  irreverent — a  dramatically 


sharp  contrast  to  Y&R's  buttoned-down 
corporate  style. 

Some  insiders  wonder  whether  Spivak 
will  be  able  to  win  over  Y&R's  conserva- 
tive clients,  which  include  AT&T  and  the 
U.  S.  Army.  And  most  agree  she  will 
need  strong  support  to  press  for 
changes  from  Y&R's  creative  staff. 
Kroll,  who  helped  produce  the  "Wings 
of  Man"  campaign  for  Eastern  Air  Lines 
Inc.  when  he  was  creative  director  in 
1970,  says  he  will  give  Spivak  free  rein. 

Fortunately  for  Kroll,  the  robust 
growth  of  other  Y&R  units,  such  as  di- 
rect marketer  Chapman  Stone  &  Adler, 
has  helped  offset  the  tepid  growth  of 
domestic  ad  billings.  Worldwide  billings 
at  the  privately  held  agency  increased 
19%  last  year,  to  $7.5  billion,  while  gross 
income  jumped  15%,  to  $1  billion. 

With  the  U.  S.  market  in  the  dol- 
drums, Kroll  is  looking  overseas  for 
growth:  In  1990,  slightly  more  than  half 
of  Y&R's  revenue  came  from  outside 
the  U.  S.  Kroll  predicts  that  could  rise  to 
as  much  as  60%.  But  his  toughest  chal- 
lenge is  still  at  home,  where  he  needs  to 
translate  the  "unrelenting  power"  of  his 
college  days  into  advertising  panache. 

By  Mark  Landler  in  Nexv  York 
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Robert  Allen 


AT&T's  boss  is  restoring  the  mighty  phone  company's  confidence  and  forceful  ways,  reasserting 

dominance  in  long  distance  service  and  angling  for  a  major  acquisition.  Now  he 
must  bring  that  down  to  the  bottom  line— and  keep  from  stirring  up  regulators  and  the  courts 


B  ■  obert  E.  Allen  badly  needed  a 
birdie.  The  chairman  of  Ameri- 
can  Telephone  &  Telegraph 

■  ■  Co.  was  teetering  on  the  edge 
jL  of  elimination  from  a  golf  tour- 
nament sponsored  by  his  own  company, 
February's  AT&T  Pebble  Beach  Nation- 
al Pro-Am.  With  pro  partner  Hale  Irwin 
looking  on,  Allen  lined  up  and  then 
rolled  in  a  30-foot  putt  on  the  16th  hole. 
Irwin  and  Allen  made  the  cut  by  a 
stroke.  Says  an  admiring  Irwin:  "Under- 
neath that  mild-mannered  Clark  Kent 
costume  is,  well,  I  hate  to  call  him 
Superman. . . ." 

Yes,  that  would  be  going  too  far.  But 
anyone  who  ever  doubted  Allen's  steel 
got  quite  a  shock  last  year.  AT&T  star- 
tled banks  with  its  hugely  popular,  no- 
fee  AT&T  Universal  Card,  threw  man- 
agement of  computer  maker  NCR  Corp. 
on  the  defensive  with  a  hostile  $6.1  bil- 
lion takeover  offer,  and  virtually  halted 
the  market-share  gains  of  its  long-dis- 
tance rivals  with  an  advertising  and  tele- 
phone-sales blitz.  Allen,  56,  promises  no 
letup  in  1991:  "I  want  to  be  recognized 
as  aggressive." 

Yet  he  must  tread  carefully.  The  like- 
ly acquisition  of  NCR  could  prove  to  be 
a  Pyrrhic  victory  if  it  engenders  so 
much  ill  will  that  the  match  is  spoiled — 
or  if  AT&T  messes  up  NCR's  successful 
computer  strategy  by  succumbing  to  the 
urge  to  meddle  with  it.  In  long  distance, 
AT&T  could  fight  so  hard  that  it  jeopar- 
dizes its  own  crusade  for  liberation  from 
regulation,  especially  if  watchdogs  be- 
come concerned  about  the  long-term 
health  of  rivals  MCI  Communications 
Corp.  and  U.  S.  Sprint  Communications 
Co.  In  a  little-noticed  February  filing, 
Sprint  told  the  Federal  Communications 
Commission  that  it  should  not  grant 
more  freedoms  to  AT&T  because  long- 
distance competition  is  in  "a  tenuous 
state  of  health." 

Allen  is  cautious  on  NCR,  promising 
to  handle  it  gently.  "There  is  a  danger  in 
any  merger  of  trying  to  do  too  much, 
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too  fast,"  he  admits.  As  for  long  dis- 
tance, though,  Allen  says  AT&T  won't 
hold  back  a  bit  to  curry  favor  with  regu- 
lators. "You've  got  to  have  the  attitude 
and  aggressiveness  to  win.  If  we're  reg- 
ulated, we're  regulated."  Analysts  say 
he's  being  a  bit  disingenuous  and  would 
most  likely  rein  in  his  forces  if  it  ap- 
peared that  AT&T  risked  substantial 
reregulation. 

So  far,  Allen's  tough  stance  hasn't 
brought  riches.  AT&T  continues  to  lose 
money  on  sales  of  office  phone  systems 
and  computers.  Overall,  earnings  per 
share  rose  a  slim  0.4%  and  revenue  grew 
3.1%  last  year,  a  far  cry  from  Allen's 
goals  of  increasing  earnings  per  share 
10%  to  12%  annually  and  boosting  reve- 
nue from  continuing  operations  by  7%  to 


8%'  a  year.  In  light  of  the  recession,  he 
says  AT&T's  performance  this  year  is 
"problematical."  Still,  Allen  relishes  the 
challenge.  An  AT&T  man  for  the  last  33 
years,  he's  at  his  desk  at  7:10  every 
morning.  "I  can't  remember  a  day  in  my 
life  when  I  wasn't  anxious  to  get  to 
work,"  he  claims. 

The  AT&T  boss  sees  himself  as  a 
team  player,  and  his  recent  decentraliza- 
tion of  management  reflects  that.  But 
the  10-handicap  golfer  adds  that  at 
AT&T,  as  in  golf,  "When  you  get  down 
to  making  the  shot,  you're  out  there  all 
by  yourself,  with  the  whole  world  to 
see."  For  Allen,  the  question  this  year  is 
whether  his  new  boldness  lands  him  in 
the  rough  or  on  the  green. 

By  Peter  Coy  in  Basking  Ridge,  N.  J. 


If  You  Call  Our  Competition  With  A  Fleet  Problem, 
This  Is  The  Help  You're  Likely  To  See  Walk  Through  Your  Door. 


Even  in  this  age  of  1-800  numbers, 
computers  and  fax  machines,  we 
still  believe  there's  no  substitute  for 
the  helping  hand  of  a  human  being. 

If  you  agree,  call  Chevrolet  Fleet 
Sales.  We  can  put  more  trained  field 
people  across  the  desk  from  you  than 
anybody  else  in  the  fleet  business.  To 
discuss  with  you  more  different  kinds 
of  cars,  light-duty  trucks  and  vans  than 
anybody  else  in  the  business. 

We  also  have  an  impressive  800- 
number  network  with  an  extensive 
support  staff,  for  help  of  any  kind.  And 
to  keep  your  phone  from  constantly 
ringing,  we  have  a  service  organization 
devoted  exclusively  to  fleets.  Complete 
with  toll-free  1-800  numbers  your 
people  can  call  for  assistance. 

Call  1-800-248-2897.  You'll  not 
only  like  what  you  hear,  you'll  like 
who  you'll  see  as  well. 


Our  APV  cargo  van:  one  of  several  exclusive  fleet  advantages 
available  by  calling  1  -800-248-2897. 


OF  AMERICA  IS  WINNING " 
TODAY'S  FLEET  COMPANY  IS  CHEVROLET 

Chevrolet,  the  Chevrolet  emblem  and  Lumina  are  registered  trademarks  of  the  GM  p«j  ® 
Corp  c  1990  GM  Corp.  All  Rights  Reserved.  Let's  get  it  together    buckle  up.  HSS 
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TlMM  CRULL 


■   ■  obert  Schult  will 
never  forget  the 

mm      first  time  he  met 

■  ■  Timm  F.  Crull, 
JL  It,  newly  appointed 
head  of  Nestle's  $7  billion 
U.  S.  food  and  beverage  op- 
erations. It  was  back  in 
1972.  Schult  had  just  start- 
ed working  in  Carnation 
Co.'s  Boston  office  and  was 
dispatched  to  Harvard, 
where  Carnation  sales  exec- 
utive Crull  was  taking  a 
business  school  extension 
course.  Schult's  assign- 
ment: Crull  was  running  for 
class  president  and  needed 
someone  to  make  signs  pro- 
moting his  election.  When 
did  he  want  them?  At  nine 
o'clock  next  morning.  "He 
squeezes  you,"  says  Schult, 
now  ] (resident  of  the  big- 
gest unit  under  Crull.  "But 
he  does  it  in  such  a  nice 
way,  you  love  him." 

Crull,  60,  now  spends  his  days  squeez- 
ing Nestle  USA's  43,000  employees. 
While  Swiss-based  Nestle  is  the  biggest 
food  company  in  the  world,  it's  dwarfed 
in  the  U.  S.  by  rivals  such  as  Kraft  Gen- 
eral Foods  Inc.  and  ConAgra  Inc.  Late 
last  year,  aggressive  moves  by  his  com- 
petitors and  the  growing  clout  and  so- 
phistication of  his  supermarket  custom- 
ers forced  Nestle  Chairman  Helmut 
Maucher  to  combine  all  his  far-flung 
I  S  food  operal  ions,  numbering  aboul 
15,  under  a  single  command.  Crull,  a 
demanding,  numbers-oriented  salesman 
who  had  headed  the  Carnation  unit  for 
six  years,  got  the  nod  in  November. 

With  the  consolidation,  Nestle  hopes 
to  save  tens  of  millions  of  dollars  by 
eliminating  redundant  costs  in  every- 
thing from  distribution  to  administrative 
staff.  More  important,  the  company 
should  be  able  to  take  advantage  of  its 
scale  to  offer  better  service.  It  can  com- 


Nestle  may  be  the  world's  biggest 
food  company,  but  it  has  never 
been  a  Goliath  in  the  V.  S.  His  job 

is  to  change  all  that— for  the 
better.  The  competition  is  fierce 
and  sophisticated,  so  he 's 
got  his  work  cut  out  for  him 


bine  orders  for  different  products,  ship 
them  together,  and  help  customers  turn 
over  inventory  more  quickly.  At  the 
same  time,  it  should  gain  some  market- 
ing advantages,  such  as  the  ability  to 
mount  larger  promotions  and  use  its 
brand  names  across  divisions. 
But  Los  Angeles-based  Crull  still 


faces  some  serious  competi- 
tive battles.  In  coffee,  for 
example,  Nestle's  MJB  and 
Hills  Bros,  brands  are  in 
the  middle  of  a  shoot-out 
between  Procter  &  Gamble 
Co.'s  Folger's  and  Kraft 
General  Foods'  Maxwell 
House.  Crull  has  to  take  a 
special  interest  in  Nestle's 
Stouffer  Frozen  Foods 
Corp.,  too.  The  frozen-food 
unit,  once  a  star,  lately  has 
seen  its  market  share  melt 
from  highs  in  the  early 
1980s,  when  it  held  as  much 
as  half  of  the  entree  busi- 
ness. Under  Crull  and  new- 
ly installed  President  E.  Mi- 
chael Moone,  Stouffer  has 
scrapped  its  attempt  at  a 
nutrition  label,  Right 
Course,  and,  in  a  long  over- 
due move,  aims  to  revitalize 
its  Lean  Cuisine  brand  with 
new  items  and  reduced  fat. 
Meanwhile,  Crull  is  moving 
quickly  to  reorganize  Nestle  USA.  He's 
grouping  together  similar  businesses, 
trimming  staff  as  he  goes. 

Crull  isn't  shy  about  making  waves 
politically,  either.  He  has  plunged  ahead 
with  Carnation's  controversial  entry  into 
infant  formula.  Though  Nestle  has  wres- 
tled with  a  consumer  boycott  because  of 
concerns  that  it  encourages  mothers  in 
the  Third  World  to  substitute  formula 
for  breast-feeding,  it  recently  started 
consumer  advertising  in  the  U.  S.,  where 
the  lucrative  formula  business  is  domi- 
nated by  Abbott  Laboratories,  Bristol- 
Myers  Squibb,  and  American  Home 
Products.  "We're  going  ahead  full- 
blast,"  says  Crull.  "We  don't  give  up 
easy."  That  toughness  is  a  trait  that 
helped  him  win  his  new  job  over  a  more 
statesmanlike  colleague.  Now,  he  has  to 
make  sure  that  a  scrappier  Nestle 
equals  a  more  competitive  Nestle. 

By  Zachary  Schiller  in  Cleveland 
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ur  logical  next  step- 
is  to  get  ready-to-run  software  created  for  your  kind  of  business 
is  to  organize  all  your  company's  data  in  a  central  place 
is  to  build  an  easy-to-use  system  that  can  grow  as  you  grow 
is  to  enhance  the  value  of  your  existing  PCs 
is  to  control  your  total  cost  of  computer  system  ownership 
is  to  choose  a  system  that's  renowned  for  quality  and  support 


...is  an  IBM  AS/400; 


learn  more  about 
tping  up  to  an  IBM AS/400, 
tan  IBM  marketing  rep. 
Or,  call  us  for  the 
44-page  IBM AS/400 
Solutions  Catalog. 

1800  365-4IBM,ext.lO 

IBM  Rochester 
£^ National 


The  AS/400 Model  CIO  is  just  over  2 ft.  tall. 


Robert  Rubin 
Stephen  Friedman 


rlie  good  news  for  Stephen 
Friedman  and  Robert  E.  Rubin 
is  that  they  finally  get  to  run 
Goldman,  Sachs  &  Co.  After 
serving  as  co-chairmen  in  train- 
ing for  more  than  five  years,  they  got 
the  job  for  real  in  December.  The  bad 
news:  Their  predecessor,  John  L.  Wein- 
berg, left  some  enormous  shoes  to  fill. 
In  his  14  years  as  chairman  and  co-chair- 
man, Weinberg  increased  the  number  of 
Goldman  employees  fourfold  and  made 
the  firm  one  of  Wall  Street's  most  prof- 
itable and  respected  investment  banks. 

Now  that  he  has  stepped  aside,  Rubin, 
52,  and  Friedman,  53,  must  find  a  way  to 
keep  Goldman  growing.  One  possibility 
is  to  invest  more  of  the  firm's  own  capi- 
tal in  trading  currency,  junk  bonds,  or 
other  securities — instead  of  just  advis- 
ing clients.  This  risky  strategy  runs  con- 
trary to  Goldman's  innately  conservative 
style,  but  other  firms  have  made  enor- 


After  five  years  as  heirs  apparent, 
the  new  co-chairmen  of  Goldman. 
Sachs  face  a  problem:  how  to 
match  the  phenomenal  growth 
record  of  their  predecessor.  One 
possibility  is  to  invest  the  firm's 
own  capital  more  aggressively 


mous  profits  from  it.  Goldman  took  a 
step  in  that  direction  in  October  by  put- 
ting $100  million  of  its  money  into  its 
$784  million  Water  Street  Corporate  Re- 
covery Fund,  which  invests  in  the  debt 
of  troubled  companies. 

Meanwhile,  Rubin  and  Friedman  want 
to  boost  the  firm's  big  international 
presence.  Goldman  already  has  430  peo- 
ple in  Tokyo  and  950  in  London.  This 


year,  it  opened  shop  in  Frankfurt  and 
expanded  its  offices  in  Paris  and  Hong 
Kong.  To  make  sure  their  heavy  invest- 
ment pays  off.  Rubin  and  Friedman  are 
increasing  the  number  of  foreign  nation- 
als in  Goldman  offices  and  expanding 
the  range  of  services  they  offer. 

If  the  pair  have  trouble  in  their  new 
jobs,  it  won't  be  for  lack  of  experience. 
Both  lawyers — Rubin  studied  law  at 
Yale,  Friedman  at  Columbia — started  at 
Goldman  in  1966.  Friedman  worked  his 
way  up  the  investment  banking  side, 
while  Rubin  made  his  name  in  arbitrage. 
They  became  co-CEOs  in  1987.  "There 
was  never  any  sense  of  clicking  into  a 
new  thing,"  says  Friedman.  "It  just 
flowed  along  as  a  continuous  process." 

Today,  the  two  seem  like-minded  to 
the  point  of  finishing  each  other's  sen- 
tences. And  their  self-effacing  view  of 
themselves  as  team  leaders  and  consen- 
sus builders  makes  them  anything  but 
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IF  YOU'VE  BEEN 
LIVING  OUT  OF 
ONE  OF  THESE 
LATELY... 


New  York  City, 
the  first  stop  on  your 
"5  cities  in  5  clays"  business  trip; 
v\e  can  help  at  rates  that  start  at 
only  S75,MI  per  night. 
Chatwal  Hotels  are  a  touch  of 
DC^ci^home  in  a  tough  tow  n 
^^M/iS^  There arent  any 
^SS^ff/V  whirlpools.  VCR's. 
^sA^p^or  health  clubs,  but 

you'll  be  treated  like  royalty 
and  your  room  will  be  clean  and 
comfortable  —  one  of  the  great 
values  in  New  York 


WELCOME 
HOME. 


There  are  six  Chatwal  Hotels 
in  Manhattan  and  one  at  JFk 
International  Airport,  So .  .  . 
Welcome  Home. 


^  Chatwal  hotels  ^ 


A  Tliuch  of  Home  at  a  Comfortable  Price 


Da's  Inn  Besl  Western 

On  48ih  Street  Woodward  Hold 

nt»n  B'»»  B  way  al  53th  Street 

&8th  \veiuie  1212)247-2000 
1212)2464800 


The  therdeen        The  Quality  Inn  (halvvallnn  The  kennedv  Inn  <haln.il  Inn 

32ntJStreel       Mldtown  47th  Streel  tin  Park  \venue  JFK  International  0n45lhstreel 

»esl  nf  "ith  \ienue  b'lvtn  Ave  of  \meriras  bl»n  21lh$  :illlh  SI  s         \ir|»irl  bl»n  Ave  ol  Anient, 

(2l2|7:ifi-IWI(l          S  71(1  Avenue  (2121532-4860        |7I8|27M666  S  7th  Avenue 

(212)768-3700  (212)921-7600 
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Interested  in 

just-in-time 

inventory? 


Interested  in 
controlling  your 
transportation 
costs? 


Interested  in 
keeping  on  top 

of  changing 
transportation 

regulations? 


Interested  in 
better  managing 
deliveries  to 
the  retailer? 


Interested  in 
technological 
advances  like 
routing  models? 


If  this  page  he 


cal 


If  you  answered  "yes"  to  three  or  more  of  these  ques 
tions,  it  could  be  in  your  best  interest  to  consider  Ryder's  it 
Dedicated  Contract  Carriage. 

From  shipping  raw  materials  inbound  to  a  manufac 
turer  to  ensuring  just-in-time  inventory  flow  to  providing 
automated  inventory  accounting  at  a  retailer,  Ryder  is  there 
Every  step  of  the  way. 

With  Dedicated  Contract  Carriage,  we  develop  a  com 


Interested  in 
eliminating 
less-than-truck 
load  shipments? 


Interested  in 
freeing  up 
management 
time  spent  on 
transportation? 


Interested  in 
expanding  your 

business  into 
new  geographic 
areas? 


I 


Interested  in 
hiring  and  keeping 
qualified  drivers? 


Interested  in 
more  efficient 

handling  of 
goods  requiring 
special  care? 


Interested  in 
getting  an 
edge  on  the 
competition? 


i 


5  your  interest, 
yder. 

3te  transportation  system  tailored  to  your  needs.  This 
eludes  vehicles,  drivers,  maintenance,  software  design, 
ministrative  management  and  more.  All  coordinated  to 
tprove  customer  service  and  cut  operating  costs.  Best  of 
I,  Ryder  manages  while  you  remain  in  control. 

Call  Ryder  at  1-800-446-5511,  ext.  140,  and  ask  about 
^dicated  Contract  Carriage.  Unless,  of 
urse,  you've  got  no  interest  in  this  page. 


n 


1  800  446  5511 


Interested  in 
safely  transporting 
goods  with  a  high 
per-unit  value? 


Interested  in 
controlling 
tax,  fuel  and 
insurance  costs? 


Interested  in 
lowering  your 
cost-per-product 
delivered? 





Interested  in 
improving  driver 
utilization? 


Interested  in 
better  managing 
inbound 

transportation 
of  raw  materials? 


i 

i 
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How  to  Put  the  Numbers 
to  Work  for  You 


r 


he  tables  to  the  right  constitute  a  snapshot  of 
the  U.  S.  economy  in  1990,  summarizing  in  a  few 
lines  the  performance  of  America's  1,000  most 
valuable  companies — the  ones  with  the  most  ro- 
bust market  capitalization  and  the  most  profound  and  perva- 
sive impact  on  economic  activity. 

As  you  can  see,  the  numbers  pretty  well  document  the 
descent  into  recession  that  the  economy  has  been  experienc- 
ing. Growth  in  market  value  of  the  BUSINESS  WEEK  1000 
slowed,  increasing  only  11%.  And  even  that  number  may  need 
to  be  shaded.  An  increase  in  the  number  of  shares  outstand- 
ing, which  rose  on  the  average  nearly  9%,  accounts  for  a 
significant  part  of  the  gain.  Meanwhile,  there's  been  continu- 
ing erosion  in  key  measurements  of  corporate  health  such  as 
return  on  common  equity,  margins,  asset  accumulation,  and 
return  on  invested  capital.  Sales  growth  was  sluggish.  And,  of 
course,  profits  continued  to  slide. 

EVERYTHING  YOU  NEED  TO  KNOW 

But  composites  and  averages  don't  begin  to  tell  the  story.  In 
the  pages  that  follow,  you  can  track  the  performance — and 
preview  the  future — of  individual  companies  in  painstaking 
detail.  The  BUSINESS  WEEK  1000  offers  more  than  two 
dozen  measurements.  Many  of  them,  including  market  value, 
sales,  profits,  margins,  assets,  and  earnings  per  share,  include 
revealing  comparisons  with  the  year  before. 

The  data  on  the  right-hand  pages  of  the  tables,  devoted  to 
share  data,  are  just  as  informative.  The  dividend  section,  for 
example,  lists  1990  yield,  payout,  and  total  return  for  each 
company,  while  earnings-per-share  data  provide  both  1989  and 
1990  actual  numbers.  In  addition,  the  tables  contain  up-to-date 
analysts'  consensus  estimates  of  1991  earnings,  together  with 
a  guide  to  how  unanimous  the  forecasts  are. 

In  addition  to  all  the  data  on  individual  companies,  the 
industry  tables  that  begin  on  page  153  amount  to  a  concise 
overview  of  the  U.  S.  economy  industry  by  industry  and  help 
to  place  each  company  in  the  main  tables  in  its  precise  context. 
Last  of  all,  you'll  want  to  turn  to  the  comprehensive  alphabeti- 
cal index  that  begins  on  page  187.  It  contains  not  only  each 
company's  corporate  address  and  telephone  number,  but  sales, 
profit,  and  assets  rankings  within  the  1,000  list.  Good  hunting! 
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COMPOSITES 


*»g,  YEAR  AGO 
«  o**'   


MARKET  VALUE  <$  billions) 
CHANGE  FROM 


1}  BILUUmj 

CHANGE  FROM  YEAR  AGO 
RETURN  ON  COMMON  EQUITY 
vfap  *r.n 


$2,975 


-11' 


12.5% 
13.2% 


RETURN  ON  INVESTED  CAPITAL  n.o% 
YEAR  AGO  n.7% 


SALES  ($  BILLIONS) 

CHANGE  FROM  1 


989 


$3,815 


PROFITS  ($  BILLIONS) 

CHANGE  FROM  1989 


$176 

-4% 


ASSETS  ($  billions) 
CHANGE  FROM  1989 


$7,458 


& 
»'■ 
if 


1990  MARGINS 
1989  MARGINS 


4.6°. 
5.2°, 


AVERAGES 


SHARES  OUTSTANDING  76  mil. 

YEAR  AGO  70  mil 


TURNOVER 
YEAR  AGO 


79.8% 
77.4% 


YIELD 
YEAR  AGO 


2.81  % 
2.92% 


PRICE 
YEAR  AGO 


$44 
$42 


it)«i«W  ^ 


PRICE-TO-BOOK 
YEAR  AGO 


1 87  % 

251% 


HIGH/LOW  PRICE 


$48/29 


RETURN  TO  INVESTORS 


1 8  % 


1990  EARNINGS  PER  SHARE  $2.39 
1989  EARNINGS  PER  SHARE  $2.62 

1991  EARNINGS  ESTIMATE  $2.83 
VARIATION  156% 


HELD  BY  INSTITUTIONS 
YEAR  AGO 


50% 
48% 


PAYOUT 
YEAR  AGO 


45% 

53% 


PRICE-EARNINGS  RATIO 
YEAR  AGO 


16 


I'STRATIONS  BY  VALERIE  SINCLAIR 
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The  Business  Week  1000 

The  Top  1000  U.S.  Companies  " 
Ranked  by  Stock-Market  Value 


COMPANY 


INTERNATIONAL  BUSINESS  MACHINES 
EXXON 

PHILIP  MORRIS 
GENERAL  ELECTRIC 
MERCK 


74996 
68964 
621S8 
5828  1 
41034 


69018  10 

107197y  22 

46226x  16 

57662/  7 

7672  17 


6020.0 
5010.0 
3540.0 
4303.0 
1781.2 


60 
68 
20 
9 
19 


8.7 

4.7 
7.7 
7.5 
23.2 


6.0 
3.4 
7.4 
7.3 
22.8 


12.4 
NA 
15.4 
23.3 
41.8 


14.1 
15.8 
31.2 
20.5 
47.7 


87568 
88000 
46600 
153884 
7772 


13 
6 
21 
20 
19 


S 

9 
10 


WAL-MART  STORES 

BRISTOL-MYERS  SQUIBB 

AMERICAN  TELEPHONE  &  TELEGRAPH 

COCA-COLA 

PROCTER  S  GAMBLE 


41024  1  1 

40476  8 

36041  4 

34915  15 

30170  17 


32602  26 

1 0300  1 2 

37285  3 

10236  19 

25848  14 


1291.0 
1747.7 
2735.0 
1381.9 
1733.0 


20 
134 
1 

16 
24 


4.0 
17.0 

7.3 
13.5 

6.7 


4.2 
8.1 
7.5 
13.8 
6.2 


21.7 
31.1 
13.9 
34.1 
15.9 


27.8 
32.5 
19.4 
37.5 
26  5 


1 1 105 
9129 

43775 
9278 

20607 


26 
68 
16 
12 
15 


11 
12 
13 
14 
15 


JOHNSON  &  JOHNSON 

AMOCO 

CHEVRON 

MOBIL 

PEPSICO 


29887  20 

26973  9 

26398  14 

26149  13 

25561  29 


11232  15 

28012  17 

42600y  30 

642442  14 

17803  17 


1268.0 
1913.0 
2157.0 
1928.0 
1090.6 


17 
19 
759 
7 
21 


1 1.3 
6.8 
5.1 
3.0 
6.1 


11.1 
6.7 
0.8 
3.2 
5.9 


22.7 
11.8 
1 1.0 
10.5 
14.0 


26.7 
13.7 
14.8 
1  1.6 
23.6 


9506 
31 163 
35089 
40757 
16483 


20 
4 
4 

7 
12 


16 
17 


DU  PONT 
BELLSOUTH 


25452 
24878 


10 
12 


40047x  13 
14345  3 


2310.0 
1631.5 


5.8 
1 1.4 


7.0 
12.1 


13.0 
10.5 


14.3 
12.9 


38128 
30207 


10 
1 
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ALPHABETICAL  INDEX  OE  COMPANIES  BEGINS  ON  PAGE  187 


■TURN  ON  COMMON 
1UITY:  Net  income 
tillable  for  common 
uireholders  divided 
common  equity 

iSETS:  Total  assets  as 
/lot  ted  at  end  of  com- 
iiij  's  latest  available 
>90  quarter 

■CENT  SHARE  PRICE: 

ice  for  a  single  share 
a  company  's  most 
idely  traded  issue  of 
minion  stock  as  of 
e  close  of  trading 
<ir.  8.  1991 

GH/LOW  PRICE:  Trad- 
g  range  for  compan  y  's 
minion  stock.  Mar. 
W  to  Mar.  1991 


BOOK  VALUE  PER  SHARE: 

Sum  of  common  slock, 
capital  surplus,  and  re- 
tained earnings  divided 
by  most  recently  avail- 
able common  shares  out- 
standing 

P-E  RATIO:  Price-earn- 
ings ratio  based  on  1990 
earnings  and  Mar.  8 
stock  price 

YIELD:  Annual  dividend 
rate  as  a  percent  of  Mar. 
8  stock  price 

PAYOUT:  Tales!  annual- 
ized dividend  rale  as  a 
percent  of  the  company 's 
most  recent  annual 
earnings  per  share 


TOTAL  RETURN: Annual 
dividend  per  share  plus 
an  i  ent  market  price,  as 
a  percent  of  year-ago 
price  per  share 

INSTITUTIONAL  HOLDINGS: 

Percent  of  outstanding 
shares  of  stock  held  by 
banks,  colleges,  pension 
funds,  insurance  compa- 
nies, and  investment 
companies  as  calcu- 
lated by  Vickers  Stock 
Research  Corp. 

SHARES  OUTSTANDING: 

Millions  of  common 
shares  outstanding  as 
of  the  company  's  latest 
available  financial 
report 


TURNOVER:  Percent  of 
outstanding  common 
shares  changing  hands 
in  the  latest  year 

EARNINGS  PER  SHARE: 

Primary  earnings  per 
share,  excluding  ex- 
traordinary profit  or 
loss,  divided  by  number 
of  common  and  common 
equivalent  shares 

EARNINGS  PER  SHARE 
ESTIMATES:  Analysts' 
consensus  estimates 
for  1991  compiled  as 
of  Mar.  8  by  Institu- 
tional Brokers 
Estimate  System  (1BES). 
a  service  of  lynch, 
Jones  &  Ryan 


VARIATION:  Percentage 
by  which  two-thirds  of 
the  1991  earnings  esti- 
mates are  above  or  below 
the  average  estimate  as 
calculated  by  IBliS 

FY:  Number  of  the  month 
in  which  company  's  fiscal 
year  ends 

DATA:  Unless  otherwise 
indicated  all  data  in  the 
following  Top  1000  tables 
have  been  provided 
by  Standard  &  Poor 's 
Com  pit  st  a  1  Services  Inc.. 
a  unit  of  Mcdraw-Hill  Inc. 


ALUATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER 

SHARE 

INDUSTRY  GROUP 

ECENT 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS 

ESTIMATES 

HARE 
'RICE 
% 

HIGH/ 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD  PAYOUT 

%  % 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

1989 
ACTUAL 

$ 

1990 
ACTUAL 
$ 

1991 
ESI 
$ 

VARI- 
ATION 

131 

1 40/96 

175 

12 

3.69 

46 

29 

51 

571 

72.5 

12 

6.47 

10.51 

11.18 

4.2 

Office  equipment  B 

55 

56/45 

220 

14 

4.84 

68 

23 

38 

1245 

24.1 

12 

2.32 

3.96 

4.18 

8.3 

Fuel  B 

67 

69/36 

548 

18 

2.56 

45 

83 

65 

926 

57.9 

12 

3.18 

3.83 

4.72 

1.4 

Consumer  E 

67 

76/50 

277 

14 

3.06 

42 

13 

52 

873 

47.0 

12 

4.36 

4.85 

5.22 

1.6 

Conglomerates 

106 

106/67 

1099 

23 

2.12 

49 

52 

56 

388 

51.4 

12 

3.78 

4.56 

5.35 

1.4 

Health  care  B 

36 

38/22 

884 

32 

0.39 

12 

61 

31 

1132 

36.0 

01 

0.95 

1.14 

1.41 

3.4 

Retailing 

77 

78/51 

753 

23 

3.12 

72 

48 

61 

526 

49.5 

12 

1.43 

3.33 

4.00 

1.3 

Health  care  B 

33 

44/29 

256 

13 

4.00 

53 

-13 

24 

1092 

36.8 

12 

2.50 

2.51 

2.66 

3.3 

Telecomms.  A 

52 

54/35 

961 

26 

1.53 

39 

51 

55 

668 

37.7 

12 

1.70 

2.04 

2.39 

1.7 

Consumer  C 

87 

91/63 

475 

19 

2.30 

45 

30 

46 

347 

47.6 

06 

3.56 

4.49 

5.10 

1.4 

Consumer  D 

90 

90/54 

630 

24 

1.52 

36 

56 

59 

333 

53.8 

12 

3.25 

3.81 

4.40 

1.4 

Health  care  D 

53 

60/47 

193 

14 

4.12 

58 

-1 

46 

505 

33.5 

12 

3.12 

3.77 

3.95 

11.5 

Fuel  B 

75 

82/64 

181 

12 

4.12 

51 

17 

43 

351 

37.8 

12 

0.73 

6.10 

5.71 

7.0 

Fuel  B 

65 

70/55 

163 

14 

4.50 

63 

7 

51 

405 

44.0 

12 

4.40 

4.60 

4.93 

10.7 

Fuel  B 

33 

35/19 

552 

24 

1.23 

29 

70 

60 

787 

55.7 

12 

1.13 

1.37 

1.63 

2.3 

Consumer  C 

38 

42/31 

158 

1 1 

4.42 

49 

0 

40 

670 

30.4 

12 

3.53 

3.40 

3.13 

7.7 

Chemicals 

52 

58/49 

196 

15 

5.19 

79 

4 

27 

482 

19.0 

12 

3.55 

3.38 

3.70 

3.3 

Telecomms.  B 

101N01ES  10  TABLES  APPEAR  ON  PAGES  150  151 
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f HMD A  W V 
I Url r  AH  l 

MADKFT 
P1AKI\[  1 

VALUE 

C  A  1  ft 
}  A  L  L  J 

DDflFITA 
r  K  U  i  1 1  j 

MARGINS 

RETURN 

A  J  i  t  1  3 

$  MIL 

YEAR 
AGO 
RANK 

MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

MONTHS 
1990 
$  MIL. 

I  H A 141  il 
FROM 
1989 

% 

12 

MONTHS 
1990 

% 

1 2 

M0N1HS 
1989 

INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

12 

MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1 989 

%  !] 

18 

GENERAL  MOTORS 

23997 

6 

124705y 

-2 

-1985.7 

NM 

NM 

3.3 

NM 

NA 

180236 

 m 

ELECTRONIC  DATA  SYSTEMS 

4184 

NR 

6022 

12 

496.9 

14 

8.3 

8.1 

20.7 

22.8 

4565 

GM  HUGHES  ELECTRONICS 

1657 

NR 

11626 

4 

726.0 

-7 

6.2 

7.0 

9.2 

9.0 

12728 

4 

19 

ELI  LILLY 

22106 

25 

5192 

24 

1 127.3 

20 

21.7 

22.5 

30.1 

32.5 

7143 

22 

20 

GTE 

21253 

18 

18374 

5 

1541.0 

9 

8.4 

8.1 

1 1.0 

17.8 

33769 

6 

21 

ATLANTIC  RICHFIELD 

20905 

19 

18808x 

17 

1688.0 

-14 

9.0 

12.2 

17.3 

23.8 

23037 

5 

22 

WASTE  MANAGEMENT 

20769 

31 

6034 

35 

709.3 

26 

1 1.8 

12.6 

11.5 

20.3 

9970 

70 

23 

ABBOTT  LABORATORIES 

20331 

36 

6159 

14 

965.8 

12 

15.7 

16.0 

34.7 

34.1 

5563 

15 

24 

MINNESOTA  MINING  &  MFG. 

20060 

21 

13021 

9 

1308.0 

5 

10.0 

10.4 

NA 

22.1 

11079 

14 

25 

AMERICAN  INTERNATIONAL  GROUP 

19888 

35 

14932y 

10 

1442.3 

5 

9.7 

10.1 

NA 

15.0 

58000 

26 

26 

BELL  ATLANTIC 

19021 

24 

12298 

7 

1312.5 

22 

10.7 

9.4 

NA 

14.7 

27999 

7 

27 

AMERICAN  HOME  PRODUCTS 

1  7926 
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AlUATION 

DIVIDENDS 
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$ 
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6.25 
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4.12 

2.60 

3.39 

10.7 

Retailing 

46 

47/25 

293 

10 
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2.99 

4.14 

3.4 

Consumer  E 

33 

33/21 

297 

NM 

1.93 

DEF 

28 

57 

279 

73.8 

12 

1.50 
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1 4.7 

9562 

6 

no 

IIMAf  Al 

0  /  U4 

73 

1 0945y 

5 

401 .0 

1  2 

3.7 

3.4 

1 1 .9 

1 5.8 

9707 

1 

93 

MAY  DEPARTMENT  STORES 

6682 

92 

10066y 

5 

500.0 

-3 

5.0 

5.4 

12.2 

21.3 

8056 

-2 

94 

ITT 

6493 

81 

20691 

3 

958.0 

4 

4.6 

4.6 

8.5 

12.0 

49043 

8 

95 

J.  C.  PENNEY 

6424 

60 

16365y 

2  : 

577.0 

-28 

3.5 

5.0 

10.6 

15.2 

12709 

-5 

96 

GANNETT 

64  19 

82 

3442 

-2 

377.0 

-5 

11.0 

11.3 

14.5 

18.6 

3826 

1 

97 

NCR 

6335 

129 

6285 

6 

369.0 

-10 

5.9 

6.9 

18.1 

20.6 

4547 

1 

98 

CONTEL 

6323 

139 

3423 

10  • 

187.0 

-33 

5.5 

8.9 

11.3 

11.2 

7323 

26 

99 

TIME  WARNER 

6265 

109 

1 1517 

51  : 

-227.0 

NM 

NM 

NM 

NA 

-12.5 

24666 

37 

100 

CPC  INTERNATIONAL 

6200 

122 

5781 

13  : 

373.9 

14 

6.5 

6.4 

NA 

31.0 

4490 

21 

101 

UNITED  TECHNOLOGIES 

6103 

79 

21783y 

io  : 

750.6 

7 

3.4 

3.6 

11.4 

13.4 

15918 

9 

102 

TENNECO 

6099 

56 

1451  1 

3  \ 

561.0 

-4 

3.9 

4.1 

13.1 

16.1 

19034 

10 

103 

COMPAQ  COMPUTER 

6069 

164 

3599 

25  \ 

454.9 

36 

12.6 

11.6 

25.2 

24.5 

2718 

30 

104 

RALSTON  PURINA 

6067 

117 

7177 

5  : 

401.3 

15 

5.6 

5.1 

17.3 

53.2 

4519 

1 

105 

HOME  DEPOT 

6007 

189 

3815 

38 

163.4 

46 

4.3 

4.1 

15.3 

26.2 

1640 

47 
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&LUATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SI 

INDUSTRY  GROUP 

CENT 

12  MONTH 

PRICE 

INSTI- 

ANALYSTS' 

ESTIMATES 

HARE 
RICE 
$ 

HIGH; 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

P  E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT 
Mil 

TURN- 
OVER 

% 

FY 

1989 
ACTUAL 
$ 

1990 
ACTUAL 
$ 

1991 
ESI 
$ 

VARI- 
ATION 

% 

71 

72/44 

519 

NM 

1.63 

3867 

52 

34 

126 

38.4 

07 

0.10 

0:03 

3.03 

3.2 

Food  B 

54 

56/32 

909 

21 

2.35 

49 

72 

63 

165 

51.1 

05 

2.28 

2.64d 

3.01 

1.3 

Food  B 

37 

37/24 

337 

19 

2.54 

49 

27 

43 

231 

59.0 

06 

1.75 

1.91 

2.13 

2.5 

Food  B 

76 

78/48 

986 

25 

2.10 

52 

59 

57 

112 

93.4 

07 

2.67 

3.05 

3.70 

3.5 

Health  care  B 

27 

29/23 

125 

14 

7.96 

112 

14 

34 

316 

40.4 

12 

2.68 

1.91 

2.71 

5.4 

Utilities  A 

64 

88/46 

204 

17 

1.18 

20 

-2 

71 

132 

136.7 

12 

3.83 

3.80 

3.76 

14.1 

Electrical  B 

29 

39/22 

180 

32 

4.81 

154 

-21 

52 

290 

70.9 

12 

3.16 

0.91 

3.15 

9.9 

Electrical  A 

97 

100/69 

271 

14 

1.57 

22 

13 

82 

87 

56.0 

12 

6.52 

6.89 

7.05 

2.5 

Nonbank  fin.  B 

39 

39/27 

130 

NM 

7.69 

1364 

17 

52 

212 

53.8 

12 

2.83 

0.22 

3.38 

7.4 

Utilities  A 

44 

50/30 

175 

11 

4.46 

50 

29 

69 

186 

69.6 

12 

-7.04 

3.99 

4.40 

3.8 

Banks  A 

46 

49/36 

394 

16 

4.61 

76 

4 

71 

179 

47.0 

12 

3.14 

2.80 

2.93 

3.1 

Publishing/TV  B 

37 

40/34 

148 

10 

7.09 

73 

9 

35 

218 

33.2 

12 

3.56 

3.60 

3.60 

3.7 

Utilities  A 

80 

633/380 

247 

17 

0.04 

1 

-9 

94 

17 

47.1 

12 

27.25 

27.71 

28.70 

6.1 

Publishing/TV  A 

40 

40/23 

158 

1  1 

4.26 

46 

8 

80 

200 

63.1 

01 

1.61 

3.78 

3.85 

6.2 

Retailing 

28 

35/20 

440 

25 

0.00 

0 

10 

64 

288 

80.6 

01 

1.09 

1.11 

1.36 

5.7 

Retailing 

31 

38/27 

136 

10 

4.55 

45 

-10 

66 

255 

78.0 

12 

3.53 

3.14 

2.91 

13.3 

Conglomerates 

08 

119/75 

156 

10 

0.92 

9 

2 

51 

72 

45.8 

12 

12.07 

1 1.01 

10.67 

7.3 

Nonbank  fin.  A 

62 

62/39 

189 

15 

3.15 

46 

14 

67 

126 

78.6 

12 

5.02 

4.23 

4.81 

5.6 

Chemicals 

43 

46/33 

531 

17 

2.68 

47 

37 

52 

176 

111.1 

12 

1.67 

2.48 

2.69 

2.6 

Health  care  B 

78 

78/47 

581 1 

24 

1.38 

34 

51 

68 

97 

99.4 

12 

2.70 

3.20 

3.86 

1.9 

Consumer  D 

75 

79/61 

182 

12 

3.32 

41 

5 

62 

100 

50.2 

12 

5.62 

6.17 

6.37 

3.1 

Transportation  B 

65 

65/24 

481 

17 

0.74 

13 

70 

69 

114 

396.2 

09 

3.53 

3.77 

4.66 

8.2 

Office  equipment  B 

28 

31/24 

269 

13 

3.96 

51 

12 

45 

259 

51.6 

12 

0.90 

2.18 

2.33 

12.6 

Fuel  B 

36 

39/32 

104 

8 

8.30 

68 

16 

63 

197 

100.4 

12 

4.44 

4.40 

4.06 

3.9 

Utilities  A 

33 

34/18 

122 

9 

3.61 

31 

16 

58 

213 

102.9 

12 

3.79 

3.85 

4.89 

8.2 

Banks  D 

28 

44/18 

319 

26 

0  36 

9 

-21 

67 

253 

222.9 

12 

2.26 

1.06 

2.36 

6.1 

Telecomms.  A 

87 

90/62 

309 

16 

3.12 

50 

41 

61 

80 

55.0 

12  , 

5.26 

5.40 

6.25 

2.4 

Paper  B 

45 

47/35 

139 

13 

3.60 

47 

21 

63 

156 

42.7 

12 

3.48 

3.43 

3.70 

5.0 

Transportation  B 

23 

26/19 

176 

14 

0.44 

6 

12 

49 

300 

64.4 

06 

1.44 

1.63 

1.65 

6.0 

Food  B 

62 

65/43 

122 

12 

2.70 

32 

25 

68 

110 

95.7 

12 

7.72 

5.21 

5.18 

10.1 

Paper  B 

29 

29/21 

160 

1 1 

3.02 

34 

29 

50 

236 

34.6 

09 

2.87 

2.56 

2.69 

2.2 

Conglomerates 

29 

35/23 

263 

17 

2.45 

41 

-9 

64 

234 

67.8 

12 

1.53 

1.71 

1.77 

21.6 

Fuel  B 

54 

59/37 

295 

14 

2.91 

41 

16 

67 

123 

54.1 

01 

3.75 

3.85 

4.23 

5.2 

Retailing 

57 

61/40 

86 

8 

3.02 

24 

5 

65 

114 

62.6 

12 

6.52 

7.28 

6.66 

6.2 

Conglomerates 

55 

71/37 

181 

12 

4.79 

58 

-15 

61 

117 

68.1 

01 

6.31 

4.59 

5.09 

8.1 

Retailing 

40 

43/30 

316 

17 

3.07 

53 

-1 

70 

159 

44.4 

12 

2.47 

2.36 

2.36 

3.3 

Publishing/TV  B 

98 

98/45 

354 

18 

1.43 

26 

42 

60 

64 

146.0 

12 

5.38 

5.43 

5.55 

8.0 

Office  equipment  B 

40 

40/23 

380 

34 

2.76 

94 

46 

57 

159 

61.8 

12 

1.74 

1.17 

1.43 

7.1 

Telecomms.  B 

09 

1 16/66 

99 

NM 

0.92 

DEF 

14 

61 

57 

87.9 

12 

-4.34  - 

13.67 

-9.15 

32.7 

Publishing/TV  B 

82 

85/64 

528 

17 

2.44 

41 

29 

61 

76 

56.0 

12 

4.22 

4.83 

5.43 

1.0 

Food  B 

50 

63/40 

114 

9 

3.57 

30 

1 

75 

121 

71.3 

12 

5.34 

5.91 

5.45 

6.6 

Aerospace 

50 

71/40 

181 

1 1 

6.40 

73 

-23 

58 

122 

75.2 

12 

4.46 

4.37 

4.25 

12.3 

Conglomerates 

71 

74/36 

326 

14 

0.00 

0 

64 

75 

86 

301.9 

12 

3.89 

5.14 

5.78 

6.2 

Office  equipment  B 

54 

54/40 

848 

17 

1.97 

33 

33 

23 

1 1 1 

56.8 

09 

2.66 

3.23 

7.30 

3.0 

Food  B 

51 

51/26 

963 

38 

0.24 

9 

84 

66 

118 

129.0 

01 

0.95 

1.35 

1.66 

6.5 

Retailing 
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It  s  good  business  and  it  s  not  even  a  business  yet. 


Lockheed  leads. 


Lockheed  is  developing  18  of 
the  20  technologies  designated  by  the 
Department  of  Defense  as  vital  to 
America's  future.  This  work  goes  on  in 
our  research  labs  across  the  country. 


At  Lockheed,  Research  & 
Development  is  virtually  a  line  of  busi- 
ness, because  R&D  breakthroughs 
today  open  pathways  to  production 
programs  tomorrow.  That's  one  reason 


Inside  a  plasma  chamber  at  Lockheed,  ionized  gases  etch  circuit  paths  on  monolithic  integrated  chips  made  of  gallium  arsenide 


V 


Imost  one-third  of  Lockheed  sales 
an  be  characterized  as  R&D  programs. 

Preeminence  in  R&D  gives 
ockheed  advantages  across  the  spec- 
um  of  our  businesses:  space,  missiles, 


aeronautics,  military  electronics,  and 
technology  services.  It  makes  us 
stronger,  keener  competitors.  It  gives 
our  customers  and  our  country  the 
quality  products  they  need. 


Watch  NOVA  on  PBS,  Tuesdays  at  8  p.m. 


-=%bockheed 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

S  MIL 

AGO 
RANK 

12 

(ViUN  1  Mb 

1990 
S  MIL 

CHANGE 
1989 

12 

1 1  r"l  MTU  C 

MUN 1 Mi 

1990 
S  MIL 

CHANGE 
1989 

12 

MUN 1 M j 

1990 

12 

MUN  (Hi 

1989 

ON 

INVti  1  tU 
'A. 

% 

ON 
COMMON 
EQUITY 

% 

12 
MONTHS 
1990 
S  MIL 

>ANG 

389 

% 

106 

MARSH  &  McLENNAN 

5827 

1  19 

2723y 

12 

304.1 

3 

1 1.2 

12.1 

23.3 

28.7 

2411 

18 

OCCIDENTAL  PETROLEUM 

5  796 

70 

21694 

8 

-1688.0 

NM 

NM 

1.3 

-6.8 

-27.1 

21085 

2 

108 

CONAGRA 

5789 

201 

17454 

29 

264.0 

22 

1.5 

1.6 

10.1 

16.4 

9565 

77 

109 

ALUMINUM  CO.  OF  AMERICA 

57  27 

100 

10710 

-2 

295.2 

-69 

2.8 

8.7 

9.6 

5.6 

1 1484 

2 

110 

RH0NE-P0ULENC  RORER 

5704 

307 

2917 

147 

1.0 

-99 

0.0 

7.3 

NM 

0.2 

4085 

128 

111 

CHUBB 

5683 

145 

4294y 

6 

522.1 

24 

12.2 

10.3 

14.1 

18.1 

12268 

10 

112 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

5680 

107 

4800 

0 

571.3 

0 

1 1.9 

1 1.9 

9.7 

12.6 

14023 

9 

113 

HALLIBURTON 

5634 

131 

6926y 

22 

197.4 

48 

2.9 

2.4 

9.1 

9.0 

4544 

7 

114 

AMP 

5628 

1 13 

3044 

9 

287.6 

2 

9.4 

10.0 

16.8 

16.4 

2930 

16 

115 

TELE-COMMUNICATIONS 

5607 

125 

351  la 

24 

-213.1 

NM 

N  M 

NM 

NM 

-27.9 

1 2277  8 

116 

UNITED  TELECOMMUNICATIONS 

5  5  3  4 

63 

8345 

1 1 

308.7 

-15 

3.7 

4.8 

8.9 

13.6 

10673 

9 

117 

CATERPILLAR 

5525 

91 

1 1436 

3 

210.0 

-58 

1.8 

4.5 

6.8 

4.6 

1 1951 

9 

118 

PPG  INDUSTRIES 

5501 

135 

6021 

5 

474.8 

2 

7.9 

8.1 

15.3 

19.3 

6108  8 

119 

CORNING 

5488 

147 

2941 

21 

289. 1 

|  ' 

9.8 

10.6 

13.0 

15.9 

3512 

5 

1 20 

COOPER  INDUSTRIES 

5485 

134 

6222y 

21 

361.4 

35 

5.8 

5.2 

10.3 

10.9 

7168 

6 

121 

ALBERTSON'S 

5470 

170 

8219 

1 1 

233.8 

19 

2.8 

2.6 

21.0 

22.7 

2014  8 

122 

DUKE  POWER 

5444 

102 

3681 

1 

538.2 

_6 

14.6 

15.7 

9.5 

12.7 

10084 

6 

123 

FOOD  LION 

5437 

179 

5584 

18 

172.6 

2  3 

3.1 

3.0 

20.9 

25.8 

1559 

22 

124 

CONSOLIDATED  EDISON  CO.  OF  N.  Y. 

5392 

93 

5739 

3 

571.5 

_6 

10.0 

10.9 

8.9 

1 1.9 

10486 

4 

125 

XEROX 

5382 

1 18 

17973y 

4 

605.0 

_7 

3.4 

3.8 

NA 

11.1 

31500 

5 

126 

PACIFICORP 

5349 

1 12 

3783 

5 

473.9 

2 

12.5 

13.0 

8.5 

14.4 

12374 

4 

127 

BANC  ONE 

532  1 

149 

3507 

1 1 

423.4 

22 

12.1 

1 1 .0 

18.1 

15.0 

30336 

14 

128 

AMERICAN  ELECTRIC  POWER 

5282 

99 

5168 

1 

549.0 

-21 

10.6 

13.5 

9.2 

1 1.9 

13758 

-4 

129 

MELVILLE 

522  7 

1 26 

8687 

1 5 

385.3 

_3 

4  _; 

5.3 

NA 

28.1 

4078 

27 

1 30 

AMERICAN  CYANAMID 

5196 

1 2 1 

4570 

3 

107.8 

-61 

2.4 

6.6 

5.3 

4.2 

5092 

2 

131 

CNA  FINANCIAL 

5191 

1 32 

9944 

9 

366.5 

-40 

3.7 

6.8 

NM 

8.7 

31089  8 

132 

CITICORP 

5110 

66 

38385 

l 

318.0 

-36 

0.8 

1.3 

-9.4 

2.1 

227560 

0 

133 

RAYTHEON 

5085 

151 

9268 

5 

557.3 

5 

6.0 

i  ; 

22.7 

20.4 

61 19 

15 

134 

AMGEN 

5059 

525 

299 

102 

3.9 

3 

1 .3 

2.5 

1 .2 

1.3 

444 

58 

135 

BORDEN 

5044 

1 33 

7633 

o 

363.6 

4.8 

v, 

1 5. 1 

19.7 

5284 

10 

136 

CHEMICAL  WASTE  MANAGEMENT 

501  9 

143 

1  147 

29 

175.6 

22 

15.3 

16.2 

15.8 

19.1 

1606 

45 

137 

PARAMOUNT  fOMMUNIf ATIONS 

5017 

114 

3922 

1 3 

230  6 

998 

5  a 

-  A 

6.9 

6.0 

6539 

-7 

138 

HUMANA 

If  u  n  Ml*  M 

5014 

162 

5075 

19 

321.3 

18 

6.3 

6.4 

1 5.0 

18.2 

4159 

11 

1 

AFTNA  MFF  &  fAMIAITY 
uLina   Lire   &   lujuul  i  i 

50 1 0 

1 04 

1 902 1 

614  1 

-  2 

3  2 

• ,  ,i 

8  8 

89343 

3 

1  in 

COLGATE-PALMOLIVE 

4995 

1 55 

5691 

13 

321.1 

1 5 

5.6 

5.6 

16.4 

34.2 

4158 

18 

141 

WEYERHAEUSER 

4972 

1 1 1 

9024 

-1 1 

393.7 

15 

4.4 

3.4 

8.5 

9.8 

16401  -1 

142 

BURLINGTON  RESOURCES 

4966 

98 

1871 

9 

207.6 

41 

11.1 

8.6 

6.6 

6.9 

6360 

4 

143 

DAYTON  HUDSON 

4894 

130 

14739y 

8 

410.0 

0 

2.8 

3.0 

12.1 

22.0 

8808 

18 

144 

STUDENT  LOAN  MARKETING  ASSN. 

4889 

137 

3619 

11 

300.9 

17 

8.3 

7.9 

10.2 

33.0 

41124 

16 

145 

FPL  GROUP 

467  1 

140 

6289 

2 

-347.4 

7.4 

NV 

-12.4 

12949 

5 

146 

AMERICAN  TV  &  COMMUNICATIONS 

4635 

176 

1106 

14 

120.4 

27 

10.9 

9  8 

12.5 

24.4 

2091 

16 

147 

DOMINION  RESOURCES 

4618 

136 

3560y 

-4 

503.9 

7 

14.2 

12.7 

9.1 

12.4 

10991 

0 

148 

AUTOMATIC  DATA  PROCESSING 

4585 

160 

1736y 

3 

219.7 

12 

12.7 

11.6 

19.2 

21.5 

1604 

-7 

149 

FEDERAL  HOME  LOAN  MORTGAGE 

4578 

142 

3965 

6 

414.0 

-5 

10.4 

1  1.6 

17.3 

19.7 

40579 

14 

150 

UST 

4539 

215 

765x 

12 

223.3 

17 

29.2 

27.9 

46.7 

47.0 

623 

-2 
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VALUATION 

DIVIDENDS 

SHARES 

INDUSTRY  GROUP 

ECENT 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS 

ESTIMATES 

>HAP[ 
PRICE 
$ 

HIGH  / 
10W 
$ 

AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

TUTIONS 
HOLDING 

% 

SHRS 
OUT 
Mil 

TURN- 
OVER 

FY 

1989 
ACTUAL 
$ 

1  'VVO 
ACTUAL 
$ 

1991 
VA 

$ 

VARI- 
ATION 

79 

82/60 

549 

19 

3.28 

63 

0 

61 

74 

43.3 

12 

4.10 

4.15 

4.50 

3.4 

Nonbank  fin.  A 

20 

29/17 

93 

NM 

12.74 

DEF 

-20 

30 

295 

60.8 

12 

0.92 

-5.80 

1.33 

26.8 

Fuel  B 

42 

43/25 

370 

19 

1.66 

32 

61 

35 

139 

40.0 

05 

1.87 

2.16d 

2.54 

2.9 

Food  B 

68 

71/50 

109 

20 

2.64 

52 

3 

80 

85 

1 18.5 

12 

10.67 

3.40 

6.33 

18.1 

Metals  A 

83 

83/57 

1254 

NM 

1.01 

4200 

39 

21 

69 

75.3 

12 

2.67 

0.02 

4.37 

8.3 

Health  care  B 

69 

70/35 

197 

1 1 

1.90 

22 

38 

73 

82 

84.0 

12 

4.92 

6.07 

5.86 

5.3 

Nonbank  fin.  B 

26 

28/23 

132 

10 

8.15 

83 

8 

35 

218 

32.8 

12 

2.62 

2.56 

2.67 

2.8 

Utilities  A 

53 

59/40 

256 

29 

1.90 

54 

22 

72 

107 

106.4 

12 

1.26 

1.85 

2.46 

7.0 

Fuel  C 

53 

55/38 

321 

20 

2.71 

53 

4 

72 

106 

59.5 

12 

2.63 

2.70 

2.83 

5.6 

Electrical  D 

16 

17/8 

734 

NM 

0.00 

0 

4 

66 

356 

92.3 

12 

-0.73 

-0.58d 

-0.37 

71.2 

Publishing/TV  A 

26 

46/21 

245 

18 

3.88 

70 

-30 

63 

215 

85.1 

12 

1.72 

1.43 

1.96 

5.3 

Telecomms.  A 

55 

69/38 

122 

26 

2.19 

58 

-8 

70 

101 

95.8 

12 

4.90 

2.07 

1.18 

47.5 

Manufacturing  C 

52 

55/35 

224 

12 

3.24 

38 

37 

48 

106 

39.1 

12 

4.18 

4.43 

4.36 

5.6 

Housing  A 

60 

60/35 

304 

19 

1.67 

33 

25 

55 

92 

46.6 

12 

2.79 

3.07 

3.07 

4.4 

Manufacturing  A 

50 

52/31 

192 

18 

2.32 

41 

30 

65 

110 

49.9 

12 

2.51 

2.81 

3.09 

3.2 

Electrical  A 

41 

41/26 

532 

23 

1.17 

27 

51 

42 

134 

34.0 

01 

1.47 

1.75 

2.00 

2.6 

Food  C 

27 

32/26 

143 

11 

6.10 

68 

10 

48 

203 

41.0 

12 

2.57 

2.40 

2.56 

3.9 

Utilities  A 

17 

17/1 1 

813 

31 

0.90 

28 

41 

6 

322 

13.4 

12 

0.43 

0.54 

0.65 

2.6 

Food  C 

24 

27/20 

120 

10 

7.87 

79 

-2 

30 

228 

38.1 

12 

2.49 

2.34 

2.38 

3.6 

Utilities  A 

58 

58/29 

1 14 

11 

5.14 

54 

16 

82 

92 

90.7 

12 

6.56 

5.51 

5.23 

7.1 

Office  equipment  B 

21 

24/18 

170 

1 1 

6.82 

78 

4 

32 

253 

27.9 

12 

1.81 

1.85 

1.99 

3.0 

Utilities  A 

34 

36/19 

190 

12 

3.10 

38 

12 

41 

159 

44.8 

12 

2.41 

2.76 

3.03 

3.4 

Banks  B 

29 

31/26 

127 

1 1 

8.38 

91 

1 

40 

185 

39.1 

12 

3.25 

2.65 

2.96 

5.9 

Utilities  A 

51 

58/33 

398 

14 

2.84 

40 

10 

78 

103 

49.4 

12 

3.56 

3.59 

3.93 

5.2 

Retailing 

56 

62/42 

202 

48 

2.43 

1 17 

13 

61 

93 

89.4 

12 

3.12 

1.15 

4.13 

5.7 

Chemicals 

84 

93/50 

126 

15 

0.00 

0 

17 

NA 

62 

12.2 

12 

9.73 

5.77 

5. 16 

19.3 

Nonbank  fin.  B 

15 

26/11 

59 

27 

6.50 

175 

-33 

60 

332 

133.2 

12 

1.16 

0.57 

1.67 

22.5 

Banks  A 

78 

79/58 

186 

9 

3.09 

28 

27 

71 

65 

89.3 

12 

8.01 

8.53 

9.23 

1.3 

Electrical  B 

126 

126/27 

1700 

83 

0.00 

0 

217 

53 

40 

490.3 

03 

0.56 

1.52d 

2.38 

16.4 

Health  care  B 

34 

38/27 

274 

14 

3.09 

43 

1  1 

52 

147 

45.1 

12 

-0.41 

2.46 

2.68 

3.0 

Food  B 

24 

27/18 

545 

29 

0.66 

19 

29 

17 

207 

29.5 

12 

0.71 

0.85 

1.05 

2.8 

Services  C 

43 

50/32 

131 

20 

1.64 

32 

1 

50 

117 

82.0 

10 

0.09 

2.16 

2.30 

8.6 

Leisure  B 

48 

51/35 

283 

16 

2.50 

39 

22 

73 

104 

75.2 

08 

2.56 

3.08 

3.41 

1.3 

Health  care  C 

46 

54/29 

72 

8 

6.07 

50 

-4 

79 

110 

64.9 

12 

5.69 

5.52 

6.06 

7.7 

Nonbank  fin.  B 

75 

77/54 

567 

16 

2.40 

39 

33 

53 

67 

78.6 

12 

3.97 

4.56 

5.17 

1.3 

Consumer  D 

25 

28/17 

128 

13 

4.87 

64 

0 

56 

202 

44.0 

12 

1.56 

1.87 

1.44 

18.5 

Paper  A 

36 

50/33 

164 

25 

1.94 

48 

-12 

65 

138 

67.8 

12 

0.99 

1.46 

1.67 

17.5 

Fuel  B 

69 

80/46 

266 

13 

2.09 

27 

13 

84 

7  1 

99.0 

01 

5.37 

5.41 

5.82 

6.7 

Retailing 

52 

57/33 

556 

18 

1.54 

27 

21 

81 

94 

101.9 

12 

2.53 

2.96 

3.53 

1.6 

Nonbank  fin.  A 

29 

34/26 

148 

NM 

8.14 

DEF 

-2 

42 

161 

42.8 

12 

3.12 

-2.86 

2.74 

6.6 

Utilities  A 

43 

43/24 

940 

39 

0.00 

0 

24 

16 

109 

20.2 

12 

0.87 

1.10 

1.47 

7.6 

Publishing/TV  A 

45 

49/41 

128 

10 

7.69 

79 

13 

40 

103 

41.2 

12 

4.14 

4.38 

4.45 

2.2 

Utilities  A 

67 

67/45 

449 

23 

1.05 

24 

25 

70 

69 

62.2 

06 

2.53 

2.88 

3.26 

0.9 

Office  equipment  C 

76 

82/30 

218 

1 1 

2.10 

23 

4 

78 

60 

130.1 

12 

7.29 

6.90 

8.75 

5.0 

Nonbank  fin.  A 

43 

45/25 

955 

22 

3.10 

67 

64 

52 

107 

44.2 

12 

1.63 

1.96 

2.29 

1.5 

Consumer  E 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RE  11  PN 

ASSETS 

S  MIL 

YEAR 
AGO 
RANK 

12 

MONTHS 
1990 
$  MIL 

CHANGE 

r-  7 

1989 

12 
MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

12 
MONTHS 
1990 

12 
MONTHS 
1989 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

12 
MONTHS 
1990 
$  MIL 

CHANGE 

FDiV,' 

1989 

% 

151 

HOUSTON  INDUSTRIES 

4  50  2 

144 

4179 

10 

339.5 

-18 

8.1 

10.9 

7.6 

9.1 

1  1877 

2 

152 

ENTERGY 

4489 

146 

3982 

7 

541.4 

' ,  M 

13.6 

NM 

8.7 

1  1.5 

14817 

-3 

153 

WOOLWORTH 

4357 

153 

9789y 

1 1 

317.0 

-4 

3.2 

3.7 

14.5 

13.5 

4305 

10 

154 

HONEYWELL 

4318 

184 

6309 

4 

371.8 

-32 

5.9 

9.1 

19.0 

20.9 

4746 

-10 

155 

QUAKER  OATS 

4304 

178 

5296 

8 

227.4 

39 

4.3 

3.3 

15.6 

21.8 

3087 

3 

156 

McCAW  CELLULAR  COMMUNICATIONS 

4301 

88 

1037 

106 

371.4 

NM 

35.8 

NM 

9.1 

18.2 

8714 

187 

.■ 

157 

AMERICAN  GENERAL 

4284 

187 

4481 

7 

562.0 

36 

12.5 

9.9 

NA 

13.5 

33808 

5 

■ 

158 

BROWNING-FERRIS  INDUSTRIES 

4166 

124 

3072 

17 

247.8 

-13 

8.1 

1 0  9 

12.3 

20.6 

3563 

14 

: 

159 

WELLS  FARGO 

4134 

163 

5960 

6 

71 1.5 

18 

11.9 

10.6 

NA 

23.2 

56199 

15 

160 

DETROIT  EDISON 

4114 

171 

3307 

3 

514.5 

21 

15.6 

13.3 

10.7 

18.5 

10573 

6 

161 

FLUOR 

4100 

195 

7328 

9 

136.5 

19 

1.9 

1.7 

15.8 

15.8 

2476 

15 

162 

PHILADELPHIA  ELECTRIC 

4095 

168 

3705 

9 

105.8 

-82 

2  9 

17.3 

4.1 

0.4 

12566 

-1 

163 

NEWMONT  GOLD 

4077 

110 

643 

15 

141.7 

20 

22.0 

21.1 

24.4 

23.9 

713 

8 

: 

164 

PITNEY  BOWES 

4062 

177 

3196 

1  1 

206.6 

15 

6.5 

6.3 

13.5 

13.5 

6061 

8 

165 

ALLIED-SIGNAL 

4041 

115 

12343 

3 

462.0 

-13 

3.7 

4.4 

12.4 

13.7 

10456 

1 

: 

166 

AMERADA  HESS 

4030 

159 

708  ly 

25 

482.7 

1 

6.8 

8.4 

12.7 

16.8 

7895 

19 

167 

READER'S  DIGEST  ASSOCIATION 

4030 

221 

2194 

16 

185.2 

1 1 

8.4 

8.8 

24.8 

26.4 

1707 

19 

. 

168 

NIKE 

3960 

266 

2669 

39 

288.1 

46 

10.8 

10.3 

30.8 

30.8 

1462 

58 

: 

169 

DEERE 

3948 

106 

7679y 

3 

289.5 

-29 

3.8 

5.5 

12.3 

9.6 

10941 

14 

: 

170 

CENTRAL  &  SOUTH  WEST 

3940 

181 

2744 

8 

386.0 

15 

14.1 

13.2 

10.4 

13.0 

9073 

9 

171 

WALGREEN 

39  38 

242 

6201 

12 

178.1 

13 

2.9 

2.8 

17.1 

18.5 

2022 

12 

; 

172 

LIZ  CLAIBORNE 

3897 

299 

1729 

23 

205.8 

25 

'  - 

1  1.7 

NA 

29.8 

985 

16 

• 

173 

BAKER  HUGHES 

3884 

172 

2719 

16 

153.1 

65 

5.6 

4.0 

9.8 

10.2 

2906 

41 

: 

174 

DILLARD  DEPARTMENT  STORES 

38  76 

253 

3606y 

18 

182.8 

2  3 

5.1 

j  9 

1  1.6 

14.4 

3153 

22 

175 

TIMES  MIRROR 

3822 

127 

3633y 

3 

180.5 

-39 

5.0 

8.5 

7.8 

9.5 

4193 

6 

: 

176 

GEORGIA-PACIFIC 

3815 

158 

12665 

25 

365.0 

-45 

2.9 

6.5 

7.7 

12.4 

12060 

71 

177 

AIR  PRODUCTS  &  CHEMICALS 

3796 

230 

2967 

12 

241.1 

15 

8.1 

7.9 

11.1 

13.7 

4030 

15 

178 

R.  R.  DONNELLEY  &  SONS 

3767 

185 

3498 

12 

225.8 

2 

6.5 

7  1 

10.3 

14.6 

3343 

33 

- 

179 

REYNOLDS  METALS 

37  3  1 

191 

6022 

-2 

296.6 

-44 

4.9 

8.7 

8.3 

10.1 

6280 

16 

180 

CONSOLIDATED  NATURAL  GAS 

37  26 

173 

2715 

-3 

163.8 

-10 

6.0 

6.5 

9.1 

9.2 

4586 

10 

181 

CAROLINA  POWER  &  LIGHT 

3717 

16? 

2617 

2 

280.4 

-25 

10.7 

14.7 

9.8 

11.1 

7519 

0 

182 

BANKERS  TRUST  NEW  YORK 

3712 

196 

7919 

3 

665.0 

1 1 M 

8  J 

NM 

48.7 

26.0 

63596 

9 

183 

SYSCO 

3657 

246 

7863 

7 

145.2 

21 

1.8 

1.6 

12.3 

17.1 

2146 

7 

184 

RUBBERMAID 

3649 

240 

1534 

6 

143.5 

15 

9 

8  £ 

18.4 

18.7 

1 114 

13 

185 

NOVELL 

3644 

403 

526 

23 

109.7 

108 

20.8 

12.3 

NA 

25.0 

539 

43 

186 

SUN 

3637 

157 

1  33802 

18 

199.0 

103 

1.5 

0.9 

4,4 

6.0 

9000 

3 

187 

TEXAS  INSTRUMENTS 

3629 

208 

6567 

1 

-39.0 

NM 

NM 

4.5 

NM 

-4.1 

5048 

5 

188 

AMR 

362  1 

152 

1  1720 

12 

-39.6 

N/V 

T  J  I/ 

4  8 

NM 

-1.0 

13341 

24 

189 

NATIONAL  MEDICAL  ENTERPRISES 

3620 

241 

3742 

-6 

259.5 

22 

6.9 

5.4 

12.2 

19.0 

3919 

-5 

190 

SECURITY  PACIFIC 

3585 

138 

10323 

3 

161.3 

-78 

1.6 

7.4 

12.0 

2.3 

84731 

1 

191 

CSX 

3581 

190 

8205 

6 

365.0 

-15 

4.4 

5.5 

9.3 

10.4 

12494 

2 

lie 

HERSHEY  FOODS 

3574 

217 

2716 

12 

215.9 

26 

8  0 

7.1 

16.5 

17.7 

2079 

15 

193 

DRESSER  INDUSTRIES 

3559 

192 

4706 

18 

168.6 

5 

3.6 

4.0 

9.8 

9.6 

3119 

4 

194 

ETHYL 

3520 

205 

2514 

3 

232.2 

6 

9.2 

9.0 

15.9 

22.8 

6690 

19 

195 

MEDTRONIC 

3517 

356 

977 

19 

124.2 

17 

12.7 

12.9 

24.2 

20.0 

973 

16 
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ALUATION 

DIVIDENDS 

SHARES 

:  INDUSTRY  GROUP 

CFNT 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS 

ESTIMATES 

HARE 
RICE 
$ 

HIGH/ 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

P  E 
RATIO 

YIELD 

payout 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
0U1 
MIL. 

TURN- 
OVER 

'■  FY 

1989 
ACTUAL 
% 

1990 
ACTUAL 
% 

199  1 
EST 

$ 

VARI- 
ATION 

% 

35 

38/31 

121 

13 

8.43 

111 

20 

64 

128 

58.3 

:  12 

3.32 

2  67 

3.00 

5.2 

:    Utilities  A 

24 

24/18 

108 

10 

5.03 

49 

19 

85 

188 

52.9 

12 

-2.31 

2.44 

2.39 

6.9 

:    Utilities  A 

34 

37/23 

186 

14 

3.09 

42 

13 

68 

130 

80.5 

•  01 

2.56 

2.45 

2.97 

5.3 

Retailing 

61 

61/35 

243 

12 

2.46 

31 

49 

76 

71 

125.7 

12 

6.46 

4.90 

4.74 

3.6 

Electrical  C 

57 

58/41 

420 

19 

2.75 

53 

25 

49 

76 

56.2 

06 

2.56 

2.93 

3.13 

2.7 

■    Food  B 

24 

34/11 

210 

13 

0.00 

0 

-22 

33 

179 

97.3 

12 

-1.95 

1.92 

-2.02 

37.8 

Telecomms.  A 

39 

51/24 

103 

8 

5.19 

43 

34 

73 

1  1  1 

121.3 

12 

3.34 

4.69 

4.02 

4.6 

Nonbank  fin.  B 

27 

49/20 

347 

16 

2.50 

40 

-22 

55 

153 

101.2 

09 

1.74 

1.68 

1.82 

5.4 

Services  C 

80 

86/41 

140 

6 

4.98 

30 

-1 

59 

51 

179.1 

12 

11.02 

13.39 

1  1.42 

9.8 

Banks  D 

28 

31/25 

•  159 

9 

6.36 

55 

23 

37 

147 

49.1 

12 

2.65 

3  26 

3.27 

4.2 

Utilities  A 

51 

55/29 

475 

30 

0.63 

19 

24 

67 

80 

1 12.1 

10 

1.35 

1.71 

1.95 

7.6 

Services  A 

19 

20/15 

113 

NM 

6.36 

1714 

2 

25 

217 

50.3 

12 

2.36 

0.07 

1.92 

10.5 

Utilities  A 

39 

55/33 

687 

29 

0.13 

4 

-31 

NA 

105 

19.8 

12 

1.13 

1.35 

1.48 

14.8 

Metals  C 

52 

54/27 

267 

20 

2.63 

52 

19 

78 

79 

56.4 

12 

2.27 

2.60 

3.60 

2.6 

Office  equipment  A 

30 

38/25 

120 

9 

6.00 

54 

-10 

62 

135 

46.2 

12 

3.55 

3.35 

3.08 

8.4 

Conglomerates 

50 

56/43 

141 

8 

1.21 

10 

-1 

62 

81 

76.1 

12 

5.87 

5.96 

3.29 

20.5 

Fuel  B 

34 

34/22 

580 

23 

1.78 

41 

50 

22 

1 19 

24.5 

06 

1.28 

1.48 

1.70 

2.9 

Publishing/TV  B 

53 

54/26 

424 

13 

1.06 

14 

71 

58 

75 

295.2 

05 

3.21 

3.93d 

4.45 

6.0 

Consumer  A 

52 

78/38 

131 

10 

3.86 

37 

-24 

82 

76 

139.5 

10 

5.06 

5.42 

2.84 

30.6 

Manufacturing  C 

42 

46/37 

144 

1 1 

6.97 

77 

21 

53 

94 

49.5 

12 

3.25 

3.79 

3.93 

3.1 

Utilities  A 

32 

33/20 

408 

23 

1.44 

33 

56 

48 

123 

51.2 

08 

1.25 

1.42 

1.61 

1.3 

Health  care  A 

46 

46/20 

564 

19 

0.55 

1 1 

122 

75 

85 

198.7 

12 

1.87 

2.37 

2.68 

1.6 

Consumer  A 

28 

35/21 

268 

27 

1.63 

43 

18 

75 

138 

102.4 

09 

0.64 

1.06 

1.47 

5.7 

Fuel  C 

05 

105/63 

305 

21 

0.19 

4 

47 

61 

37 

63.8 

01 

4.36 

5.01 

6.1  1 

3.2 

Retailing 

30 

39/21 

202 

21 

3.63 

77 

-15 

43 

128 

30.8 

12 

2.30 

1.40 

1.38 

10.8 

Publishing/TV  B 

44 

49/25 

129 

10 

3.64 

37 

1 

68 

87 

81.9 

12 

7.42 

4  28 

2.52 

41.2 

Paper  A 

68 

68/43 

216 

16 

2.12 

35 

45 

71 

56 

73.1 

09 

4.04 

4.15 

4.30 

7.1 

Chemicals 

49 

49/34 

244 

17 

2.06 

34 

4 

66 

77 

34.5 

12 

2.85 

2.91 

3.10 

5.0 

Services  D 

63 

70/49 

127 

13 

2.86 

36 

18 

81 

59 

1  1 1.0 

12 

9.20 

5.01 

6.50 

19.6 

Metals  A 

43 

53/40 

209 

23 

4.35 

98 

-5 

40 

86 

25.3 

12 

2.20 

1.91 

2.54 

7.4 

Utilities  B 

46 

49/38 

165 

15 

6.57 

96 

14 

47 

80 

41.6 

12 

4.20 

3.16 

4.37 

2.6 

Utilities  A 

46 

49/29 

153 

6 

5.54 

33 

23 

77 

81 

80.3 

12 

-12.10 

7.80 

6.65 

1  1.5 

Banks  A 

40 

40/27 

430 

27 

0.71 

19 

38 

57 

92 

48.4 

06 

1.19 

1.45 

1.73 

1.7 

Food  A 

46 

46/32 

475 

25 

1.32 

33 

36 

45 

80 

31.9 

12 

1.58 

1.80 

2.06 

1.7 

Manufacturing  A 

52 

52/17 

832 

38 

0.00 

0 

170 

70 

70 

377.2 

10 

0.73 

1.36 

1.87 

4.3 

Office  equipment  C 

34 

40/26 

110 

18 

5.26 

97 

-13 

54 

106 

26.9 

12 

0.92 

1.86 

2.75 

21.0 

Fuel  B 

44 

44/23 

198 

NM 

1.62 

DEF 

20 

75 

82 

132.1 

12 

3.04 

-0.92 

1.55 

61.0 

Electrical  D 

58 

70/40 

92 

NM 

0.00 

0 

0 

73 

62 

211.0 

12 

7.16 

-0.64 

2.36 

54.5 

Transportation  A 

46 

47/29 

265 

15 

1.75 

26 

44 

74 

79 

94.6 

05 

2.67b 

3.06d 

3.52 

1.7 

Health  care  C 

29 

44/17 

80 

28 

8.77 

245 

-23 

58 

125 

109.7 

12 

6.26 

1.03 

4.10 

12.1 

Banks  D 

36 

39/26 

104 

10 

3.85 

39 

11 

59 

98 

45.0 

12  ■ 

4.09 

3.63 

3.76 

6.9 

Transportation  B 

40 

42/29 

293 

17 

2.27 

38 

41 

30 

90 

35.5 

12 

1.90 

2.39 

2.48 

1.3 

Food  B 

26 

29/17 

202 

20 

2.29 

47 

20 

69 

136 

91.6 

10 

1.21 

1.29 

1.53 

8.3 

Fuel  C 

30 

33/21 

346 

15 

2.02 

31 

14 

40 

118 

37.7 

12 

1.83 

1.95 

2.04 

5.0 

Chemicals 

18 

1 1 8/60 

566 

26 

0.69 

18 

80 

74 

30 

93.0 

04  : 

4.03 

4.52d 

5.30 

1.5  : 
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COMPAQ 


YEAR 
AGO 
RANK 


12 

MONTHS 
1990 
$  MIL 


CHANGE 
FROM 
1989 

% 


12  CHANGE  12  12             ON  ON 

MONTHS        FROM  MONTHS  MONTHS  INVESTED  COMMON 

1990           1989  1990  1989  CAPITAL  EQUITY 

$  MIL            %  %  %             %  % 


12 

MONTHS 
1990 
$  MIL 


196 
197 
198 
199 
200 


ARCO  CHEMICAL 
CIGNA 
THE  GAP 
PRIMERICA 
FIRST  WACHOVIA 


3512 
3510 
3496 
3461 
3397 


182 
1  56 
293 
198 
243 


2830 
18164 
1934 
6194y 
2519 


6 

16 
22 
9 
4 


308.0 
318.0 
144.5 
372.9 
297.2 


-24 
-31 
48 
29 
1  1 


10.9 

1.8 
7.5 
6.0 
11.8 


15.2 
2.9 
6.2 
5.1 

11.1 


14.1 

5.5 
30.7 
14.1 
30  7 


17.8 
6.2 
34.5 
13.4 
15.4 


3739 
57800 
777 
20000 
26271 


20] 

202 
203 
204 
2(15 


MASCO 

LIN  BROADCASTING 
COASTAL 

SUNTRUST  BANKS 
SUN  MICROSYSTEMS 


3343 
3340 
3338 
3331 
3303 


161 
141 

218 
237 
294 


3209 
378 
9381 
3408 
2763 


2 
51 
13 

3 
34 


138.8 
-170.5 
225.6 
350.4 
151.0 


37 
NM 
27 
4 

318 


4.3 
NM 

2.4 
10.3 

5.5 


7.0 
22.9 

2.2 
10.2 

1.8 


6.5 
NM 
NA 
19.3 
1 1.3 


7.4 
NM 
1  1.9 
15.6 

12.5 


3761 
2693 
9230 
32021 
2180 


206 
21 17 
208 
209 
210 


SCOTT  PAPER 
CHRYSLER 

PENNSYLVANIA  POWER  & 
INTERNATIONAL  FLAVORS 
DELTA  AIR  LINES 


LIGHT 

&  FRAGRANCES 


3295 
3260 
3253 
3244 
3210 


193 
150 
200 
279 
175 


5356 
30620 
2389 
963 
8707 


148.0 
68.0 
343.9 
156.7 
-154.0 


-61 
-79 
-3 
13 
NM 


2  8 
0.2 
14.4 
16.3 
NM 


7.4 
0.9 
15.0 
15.9 
5.5 


7.6 
6.1 
9.3 
19.5 
NM 


6.6 
1.0 
13.5 
17.9 
-8.5 


6452 
46374 
7735 
1 129 
7327 


211 
212 
213 
214 
215 


SALOMON 

DELUXE 

UAL 

ORYX  ENERGY 
MERRILL  LYNCH 


3176 
3164 
3161 
3136 
3090 


2  36 
247 
203 
128 
272 


8946y 
1414 

1 1037 
2124y 

1 1213y 


-1 
7 
13 
75 
1 


303.0 
172.1 
94.5 
225.0 
191.9 


-36 
13 
-71 
317 
NM 


3.4 
12.2 

0.9 
10.6 

1.7 


5.2 
1  1.6 
3.3 
4.5 
NM 


28.3 
25.2 

6.7 
1  1.5 

NA 


8.4 
25.5 

5.3 
43.8 

5.2 


1 10130 
921 
8337 
5315 
70182 


216 
1 1 7 
218 
219 
220 


ALLIEL 

GENUINE  PARTS 
NCNB 

ILLINOIS  TOOL  WORKS 
UNION  ELECTRIC 


3090 
3087 
3086 
3042 
2949 


312 
206 
154 
239 
227 


1574 
3319 
6682 
2544 
2023 


5 
9 
1  7 
1 


192.8 
206.6 
365.7 
182.4 
294.2 


10 
4 

-18 
1  1 
3 


12.3 
6.2 
5.5 
7.2 

14.5 


12.0 
f,  ?. 
7.3 
7.5 

14.2 


12.7 
19.4 
25.4 
13.5 
9.6 


19.0 
20.5 
10.8 
16.7 
13.6 


2624 
1353 
65285 
2150 
5702 


22  1 
222 
223 
224 


PACIFIC  ENTERPRISES 
GREAT  LAKES  CHEMICAL 
ROHM  8  HAAS 
McGRAW-HILL 
PNC  FINANCIAL 


2916 
2906 
287  1 
2868 
2866 


199 
360 
318 
245 
i  69 


6923 
1066 
2824 
1939 
4880 


2 
35 
6 


-35.0 
140.8 
206.8 
172.5 
70.9 


r  J  m 
15 
1  / 

333 

-81 


NM 
13.2 
7.3 
8.9 
1.5 


3.2 
15.5 
6.6 
2.2 
8  1 


NM 
NA 
12.6 
14.1 
NM 


-3.6 
19.9 
16.8 
NA 

2.6 


7291 
1406 
2702 
2534 
45533 


226 
227 
228 
229 
230 


WASHINGTON  POST 

TORCHMARK 

PENN20IL 

WINN-DIXIE  STORES 
UNION  CAMP 


2866 
2854 
2847 
2844 
2840 


194 
2  38 
213 
262 
256 


1439 

1796 

2367y 

9963 

2840 


0 
10 
2 
5 
3 


174.6 
229.2 
93.8 
159.2 
229.6 


-12 
8 

-60 
9 

-23 


12.1 
12.8 
4.0 
1.6 
8.1 


13.7 
12.9 
10.1 
1  5 
10.8 


18.5 
18.1 

9.2 
19.1 

9.4 


20.1 
24.0 
7.5 
19.3 
12.4 


1458 
5536 
5261 
1706 
4400 


231 
232 
233 
234 
235 


CENTEL 

MORGAN  STANLEY  GROUP 
ST.  PAUL 

CARNIVAL  CRUISE  LINES 
TRIBUNE 


2828 
2826 
2819 
2795 
2791 


219 
267 
209 
225 
1  74 


11 49 

5870y 

4005 

1391 

2496a 


12 
1 
6 

21 

4 


47.1 
270.4 
391.3 
206.2 
195.5 


NM 
-39 

-2 
7 

18 


4.1 
4.6 
v  8 
14.8 
7  8 


NM 
7.6 
10.5 
16.9 

9.9 


5.2 
77.9 
15.2 
NA 
NA 


4.3 
14.6 
18.3 
20.0 
28.6 


3543 
60106 
12200 
2684 
3001 


236 
237 
238 
239 
240 


TRANSAMERICA 

NORDSTROM 

ENRON 

REEBOK  INTERNATIONAL 
BECTON,  DICKINSON 


2787 
27  79 
2775 
2761 
2759 


211 
2  52 
231 
306 
276 


6703y 
2894 
13165 
2159 
2066 


34 

10 

13 


266.3 
115.8 
202.2 
176.6 
184.0 


-20 
1 

-1 1 


4.0 

4  0 

1.5 
8  2 
8.9 


4.9 
4.3 
2.3 
9.6 
8.9 


7.7 
12.6 
10.3 
17.2 
11.1 


9.0 
14.7 
11.1 
18.4 
15.1 


31784 
1903 
9849 
1403 
2615 
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VALUATION 

^  IT- 

DIVIDENDS 

SHARES 

:  EARNINGS 

PER 

SHARE 

T^r  ' — ' 

:  INDUSTRY  GROUP 

RECENT 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS' 

ESTIMATES 

SHARE 
PRICE 
$ 

HIGH/ 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

P  E 
RATIO 

YIELD 

% 

PAYOUT 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT. 
MIL 

TURN- 
OVER 

% 

FY 

1989 
ACTUAL 
$ 

1990 
ACTUAL 
$ 

1991 

EST. 
$ 

VARI 
ATION 

% 

37 

44/30 

203 

1  1 

6.83 

78 

7 

1  1 

96 

1  1 .4 

12 

:  4.22 

3.21 

3.29 

10.8 

Chemicals 

49 

56/33 

69 

12 

6.25 

72 

2 

89 

72 

59.7 

12 

5.68 

4.20 

5.28 

1  1.9 

Nonbank  fin.  B 

50 

50/20 

834 

24 

1.01 

25 

63 

45 

71 

1 16.8 

01 

1.39 

2.04 

2.25 

2.1 

Retailing 

32 

38/17 

124 

10 

1.26 

12 

16 

79 

109 

75.3 

12 

2.87 

3.27 

3.57 

4.2 

Nonbank  fin.  A 

49 

50/32 

176 

12 

3.77 

44 

28 

50 

70 

26.8 

12 

3.82b 

4.20 

4.45 

4.3 

Banks  C 

23 

27/14 

179 

25 

2.48 

62 

-10 

81 

148 

50.2 

12 

1.42 

0.91 

1.35 

16.0 

Consumer  B 

65 

120/42 

NEG 

NM 

0.00 

0 

-41 

39 

51 

1 16.2 

12 

1.07 

-4.33 

-1.80 

19.2 

Publishing/TV  A 

32 

40/26 

176 

15 

1.24 

19 

5 

69 

103 

55.5 

12 

1.90 

2.15 

2.62 

5.4 

Fuel  B 

26 

27/17 

148 

10 

3.50 

33 

21 

51 

127 

29.4 

12 

2.61 

2.75 

2.83 

4.2 

Banks  C 

34 

37/15 

272 

28 

0.00 

0 

44 

48 

99 

364.9 

06 

0.76 

1  ?  1 

1.64 

6.0 

Office  equipment  B 

45 

51/30 

147 

22 

1.79 

40 

2 

73 

74 

71.3 

12 

5. 11 

2.01 

3.55 

9.3 

Paper  B 

15 

19/9 

48 

48 

8  28 

400 

-7 

55 

225 

77.9 

12 

1.36 

0.30 

-1.05 

56.4 

Automotive  A 

43 

45/39 

1  48 

1 1 

6.93 

75 

14 

32 

76 

28.5 

12 

4.05 

3.95 

4.19 

2.9 

Utilities  A 

85 

87/56 

371 

21 

2.82 

58 

50 

55 

38 

50.0 

12 

3.65 

4.1 1 

4.58 

1.6 

Consumer  D 

76 

81/53 

157 

13 

1.58 

21 

10 

67 

42 

152.2 

06 

9.37 

5.79 

-2.32 

145.2 

Transportation  A 

29 

29/20 

1 12 

1  4 

2.24 

31 

20 

64 

1 1 1 

79.0 

12 

3.26 

2.08 

3.35 

8.1 

Nonbank  fin.  A 

38 

40/27 

468 

19 

3.08 

57 

31 

58 

84 

29.6 

12 

1.79 

2.03 

2.27 

2.9 

Office  equipment  A 

145 

170/84 

177 

33 

0.00 

0 

10 

45 

22 

320.5 

12 

14.96 

4.33 

6.75 

67.3 

Transportation  A 

39 

55/31 

627 

17 

3.05 

53 

-12 

43 

80 

48.3 

12 

0.51 

2.26 

1.41 

32.0 

Fuel  B 

31 

31/16 

95 

19 

3.28 

63 

32 

49 

101 

74.6 

12 

-2.35 

1.59 

1.76 

15.8 

Nonbank  fin.  A 

39 

39/25 

307 

17 

3.59 

60 

25 

34 

79 

29.9 

12 

2.32 

2.35 

2.54 

3.0 

Telecomms.  B 

40 

42/33 

306 

15 

3.42 

52 

12 

61 

76 

41.3 

12 

2.58 

2.68 

2.83 

2.5 

Services  B 

30 

47/17 

96 

9 

4.93 

44 

-32 

61 

103 

99.6 

12 

4.62 

3.40 

3.52 

1 8.8 

Banks  C 

56 

57/39 

279 

17 

1.30 

22 

16 

70 

55 

36.2 

12 

3.06 

3.35 

3.50 

5.6 

Manufacturing  A 

29 

31/25 

143 

1 1 

7.48 

79 

20 

41 

102 

33.6 

12 

2.61 

2.74 

2.78 

6.0 

Utilities  A 

41 

47/34 

175 

NM 

8.44 

DEF 

3 

25 

71 

30.8 

12 

3.05 

-0.86 

3.04 

5.2 

Utilities  B 

83 

83/47 

41 1 

21 

0.58 

12 

62 

82 

35 

56.6 

12 

3.52 

4.01 

4.52 

3.1 

Chemicals 

43 

45/24 

233 

14 

2.88 

40 

50 

64 

67 

27.0 

12 

2.65 

3.10 

2.91 

8.4 

Chemicals 

59 

59/40 

326 

17 

3.75 

62 

1 1 

59 

49 

76.9 

12 

0.82 

3.53 

t 

t 

Publishing/TV  B 

30 

41/16 

1 10 

41 

7.07 

290 

-29 

55 

96 

46.6 

12 

3.98 

0.73 

3.45 

10.0 

Banks  A 

241 

266/167 

330 

17 

1.74 

29 

-12 

54 

12 

22.5 

12 

15.50 

14.45 

13.48 

7.0 

Publishing/TV  B 

56 

56/38 

307 

13 

2.52 

33 

17 

43 

51 

36.1 

12 

3.88 

4.28 

4.90 

3.0 

Nonbank  fin.  B 

71 

85/62 

228 

30 

4.24 

127 

-13 

62 

40 

49.2 

12 

6.06 

2.37 

3.20 

18.8 

Fuel  B 

37 

41/29 

346 

19 

2.95 

56 

30 

21 

78 

17.7 

06 

1.68 

1.93 

2.12 

1.2 

Food  C 

42 

44/31 

153 

13 

3.70 

47 

23 

77 

67 

60.7 

12 

4.35 

3.35 

2.57 

16.3 

Paper  B 

34 

39/23 

266 

62 

2.63 

163 

-3 

56 

84 

28.5 

12 

0.1 1 

0.54 

0.85 

12.0 

Telecomms.  B 

79 

79/47 

165 

12 

1.90 

22 

18 

31 

36 

42.8 

12 

1 1.21 

6.75 

7.24 

8.2 

Nonbank  fin.  A 

67 

70/47 

134 

8 

3.60 

28 

13 

84 

42 

122.1 

12 

8.13 

8.56 

7.97 

6.2 

Nonbank  fin.  B 

21 

25/11 

271 

14 

2.31 

31 

2 

16 

135 

23.0 

1 1 

1.44 

1.53 

1.64 

7.0 

Leisure  D 

44 

46/31 

448 

22 

2.21 

49 

1 

37 

64 

45.5 

12 

3.17 

1.95d 

2.57 

10.6 

Publishing/TV  B 

37 

41/23 

100 

1  1 

5.37 

60 

4 

58 

76 

34.1 

12 

4.18 

3.29 

3.89 

10.0 

Nonbank  fin.  A 

34 

38/17 

354 

24 

0.88 

21 

25 

38 

82 

163.9 

01 

1.41 

1.42 

1.66 

10.7 

Retailing 

55 

63/50 

174 

16 

4.51 

70 

10 

57 

50 

42.5 

12 

4.03 

3.52 

2.96 

15.2 

Utilities  B 

24 

24/8 

287 

16 

1.24 

19 

16 

36 

114 

90.2 

12 

1.53 

1.54 

1.92 

5.9 

Consumer  A 

73 

77/58 

229 

16 

1.59 

25 

23 

68 

38 

74.5 

09  • 

4.00 

4.67 

5.28 

13  : 
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absolute! 


Once  again.  Compaq  is  giving  you  even  more  in 
a  notebook  or  laptop  PC.  And  once  again,  we're 
putting  our  partnerships  with  industry 

Microsoft  BallPoinl  mouse  [a  $175 
:.   .     hei  .  ■  . 

COMPAQ  SLT286,  COMPAQ  LIE  3S6520.  COMPAQ 
LTE2S6  o:  COMPAQ  LIE  Persona]  Computer. 


The  Microsoft  BallPoinl  is  an  exciting  new 
pointing  device  that  clips  onto  either  side  of  your 
ke)hoard  and  goes  anywhere  tout  PC 
goes.  Then  with  a  flick  of  the  thumb, 
i  jets  you  roll  through  Windows,  waltz 
through  Word  or  shoot  the  Works. 
Better  yet.  it  offers  a  new  way  to  iap 
the  features  and  performance  packed  into  COMPAQ 
notebook  and  laptop  personal  computers. 

In  feet,  no  one  builds  more  into  PCs  so  small. 


■ 


JMPQ 


Longer  battery  life,  so  you  can  work  without  inter- 
ruption. More  fixed  disk  drive  storage,  so  you  can 
take  on  bigger  tasks.  Better  performance,  so  you 
can  work  faster. 

In  other  words,  more  of  what  you  want  and 
less  of  what  you  don't.  Namely,  unwanted  pounds 
and  inches. 

No  one  gives  you  more  peace  of  mind,  either. 
COMPAQ  PCs  endure  the  industry's  most  exhaustive 
tests  for  reliability  and  compatibility.  And  they're 


backed  by  a  worldwide  warranty  that's  both  the  most 
comprehensive  and  the  easiest  to  use  in  the  industry. 

To  see  a  COMPAQ  notebook  or  laptop  in  action 
with  the  BallPoint  mouse,  contact  your  Authorized 
COMPAQ  Computer  Dealer.  For  the  location  nearest 
you,  call  1-800-231-0900,  Operator  136.  In  Canada, 
1-800-263-5868,  Operator  136. 

 comma 

It  simply  works  better. 
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COMPANY 

MARKET 

VALUE 

PROFITS 

MARGINS 

RETURN 

ASSETS 

$  MIL 

YEAR 
AGO 
RANK 

12 
MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

12 

MONTHS 
1990 
$  MIL- 

CHANGE 
FROM 

IWv 

12 
MONTHS 
1990 

% 

12 
MONTHS 
1989 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1990 
$  MIL 

CHANGI 
FRl  IM 
1  589 

241 

CSS  SOVRAN 

2746 

NR 

5310 

4 

229.0 

-55 

4.3 

10.0 

NA 

7.5 

51237 

5 

242 

OHIO  EDISON 

2708 

210 

2226 

3 

291 .7 

-22 

13.1 

17.2 

8. 1 

10.0 

7842 

2 

243 

U.  S.  SURGICAL 

2689 

698 

514 

49 

46.0 

50 

9.0 

8.9 

14.8 

20.5 

461 

41 

244 

INGERSOLL-RAND 

2677 

214 

3738 

8 

185.4 

-8 

5.0 

5.9 

12.9 

1  2.2 

2983 

15 

24") 

GEICO 

267  5 

285 

1 93  5y 

o 

208.4 

_2 

10.8 

1 1 .0 

19.8 

23.0 

3576 

4 

246 

UNOCAL  EXPLORATION 

2672 

NR 

882y 

17 

162.6 

-36 

18.4 

33.7 

12.3 

22. 1 

2007 

30 

247 

AMERICAN  STORES 

2667 

289 

22156 

1 

182.4 

54 

0.8 

0.5 

8.0 

14.3 

7301 

1 

24  8 

NEWMONT  MINING 

2657 

1  86 

684 

17 

1  74.8 

123 

25.6 

1 3.5 

NA 

152.9 

953 

-26 

249 

N6D  BANCORP 

2654 

277 

2688 

6 

274.8 

6 

10.2 

10.2 

23.3 

15.1 

26747 

4 

DOW  JONES 

2648 

224 

1  720 

2 

106.9 

-66 

6.2 

18.8 

6  7 

7.5 

2591 

-4 

251 

H&R  BLOCK 

2646 

334 

1  lOly 

14 

1  1  7.6 

10 

10.7 

1 1.1 

25.3 

25.6 

675 

20 

W.  R.  GRACE 

2646 

244 

6754 

10 

202.9 

-21 

3.0 

4.2 

8.9 

1 1 .0 

6227 

1 1 

253 

TEXTRON 

2640 

297 

791  5 

7 

283.0 

5 

3.6 

3.6 

7.7 

10.7 

14704 

9 

25  1 

TANDV 

2633 

223 

4648 

9 

263.3 

-13 

5.7 

7. 1 

1  4.4 

15.1 

3514 

10 

255 

COSTCO  WHOLESALE 

2628 

474 

4420 

36 

56.1 

80 

1.3 

1 .0 

1  1 .4 

13.8 

1003 

29 

256 

LOCKHEED 

2623 

281 

9958 

1 

335.0 

5483 

3.4 

0. 1 

10.4 

14.5 

6860 

1 

257 

TYSON  FOODS 

2622 

347 

3826 

30 

125.9 

21 

3.3 

3.5 

1 1 .3 

18.2 

2551 

_2 

258 

VIACOM 

2602 

222 

1 600 

1  ] 

-89.8 

NM 

r  j  m 

9  1 

NA 

-19.8 

4015 

259 

CENTERIOR  ENERGY 

2595 

235 

2368 

3 

326.3 

_2 

13.8 

1  4.4 

8.5 

9.4 

11919 

2 

CMS  ENERGY 

2585 

228 

2977 

1 

-430.2 

NM 

NM 

1  1.2 

-3.9 

-21.6 

8588 

4 

261 

GENERAL  PUBLIC  UTILITIES 

ULiHnuL    r  uuiu    u  mli  ml  j 

2562 

254 

2996 

3 

313.7 

o 

10.5 

10.7 

9.5 

12.5 

6916 

3 

262 

NORWEST 

2556 

335 

3482 

1 2 

280.6 

37 

8. 1 

6.6 

NA 

19.0 

30626 

17 

263 

DOVER 

2536 

269 

2210 

4 

1  55.7 

8 

7.0 

6.8 

2 1 .7 

19.8 

1419 

6 

264 

UNION  CARBIDE 

2529 

202 

762 1 

o 

308.0 

-46 

4.0 

7.5 

9.6 

1 3.0 

8733 

2 

265 

TRW 

2508 

207 

8 1 69 

1  ] 

208.0 

-21 

2.5 

3.6 

NA 

1 0.9 

5555 

6 

266 

KNIGHT-RIDDER 

f\  11  1  U  1 1  1     R  II/UIK 

2492 

2  1 6 

2305 

2 

1 49.0 

-17 

6.5 

7.9 

1  1 .8 

1  7.2 

2208 

4 

267 

r H A M P 1 0 M  INTFPNATIONAI 

Ul  U  :  1  r  1  U  11     111  URIlA  MUllUL 

2487 

233 

5090 

222.6 

-49 

4  4 

8.4 

4.7 

5.3 

8351 

1 1 

2gg 

MFDCO  CONTAINMENT  SERVICES 

2474 

566 

1  1  62 

37 

40.8 

NM 

3.5 

NM 

10.7 

9.7 

604 

19 

269 

SAFECO 

2462 

268 

3178y 

8 

278.4 

_7 

8.8 

1 0.2 

1 2.6 

1 4.8 

10553 

14 

z  /  u 

AVON  PRODUCTS 

(i  T  UFi    r  RUI/Ul  1  J 

2454 

322 

3454 

5 

1 95  3 

28 

5.7 

4.6 

r  i  a 

56.4 

2059 

_2 

I  riur,  KIAND  1  IfiH T 1  Nfi 
Lunv  ijLnnu  Liuniinu 

2449 

292 

2447 

4 

319.6 

NM 

1 3  1 

NM 

8.3 

1 2.0 

8891 

979 

WHITMAN 

2440 

232 

2305 

-3 1  3 

f  J  M 

NM 

3  9 

r  j  a 

-21 .6 

3347 

o 

273 

TAMRDANDS 

2433 

373 

632 

q 

97.8 

5588 

1  5.5 

0.3 

38.9 

38.9 

386 

974 

AON 

241 7 

261 

2626 

1 3 

239  0 

3 

9  1 

1  0  M 

1 4.3 

1 7.3 

10400 

1  4 

97  r\ 

TVfn  1  ARDB  A  TflPIFS 

241 1 

310 

2576c 

27 

125  2 

6 1 

4  9 

3  8 

NA 

NA 

2484 

85 

276 

IDJ 

Z  4  UO 

1 48 

JZO  1 

1  u 

O  1  ^ 

7  I.J 

—69 

2  8 

1 0  0 

'  2 

3  1 

4692 

1 

277 

MARTIN  MARIETTA 

2399 

296 

6126 

6 

327.6 

7 

5.3 

5.3 

18.2 

22.1 

3611 

3 

278 

SAN  DIEGO  GAS  S  ELECTRIC 

2397 

264 

1772 

6 

207.8 

1  1 

1  1  7 

1 1.2 

■  \A 

15.2 

3678 

4 

279 

PHELPS  DODGE 

2368 

290 

2636 

-2 

454.9 

70 

17.3 

9.9 

23.1 

27.0 

2827 

13 

280 

FIRST  UNION 

2347 

319 

4069 

23 

304.3 

19 

7.5 

7.7 

NA 

10.8 

40781 

27 

281 

WM.  WRIGLEY  JR. 

2340 

324 

1111 

12 

1  17.4 

1  1 

10.6 

10.7 

29.4 

29.2 

564 

13 

282 

ST.  JUDE  MEDICAL 

2317 

490 

175 

18 

64.7 

27 

36.9 

34.4 

27.2 

27.2 

278 

38 

283 

TRAVELERS 

2312 

183 

11313 

-10 

-178.4 

NM 

NM 

3.4 

NM 

-4.6 

55356 

-2 

284 

MORTON  INTERNATIONAL 

2310 

352 

1799 

20 

139.2 

51 

7.7 

6.2 

1  1.9 

13.1 

1891 

31 

285 

BALTIMORE  GAS  «  ELECTRIC 

2303 

258 

2159 

8 

175.4 

-37 

8.1 

13.8 

7.4 

6.5 

6710 

12 
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AlUATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER 

SHARE 

INDUSTRY  CROUP 

ECENT 

12-MONTH 

PRICE 

INSTI- 

ANAI .'.!  , 

ESTIMATES 

HARE 
'RICE 
$ 

HIGH/ 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

PAYOUT 

TOTAL 
RETURN 

% 

TUTIONS 

HOlDINf, 

% 

SHRS 

OUT 
MIL 

TURN- 
OVER 

FY 

1989 
ACTUAL 
$ 

1990 
ACTUAL 
I 

1991 

ESI 
$ 

VARI 
ATION 

% 

20 

36/15 

96 

13 

7.66 

98 

-38 

48 

135 

50.7 

12 

4.49 

1.60 

2.57 

16.3 

Banks  C 

18 

22/16 

106 

1 1 

8.45 

90 

-7 

25 

153 

51.3 

12 

2.18 

1.67 

1.77 

5.6 

Utilities  A 

110 

110/26 

1 195 

62 

0.45 

28 

258 

66 

24 

141.2 

12 

1.31 

1.77 

2.35 

4.6 

Health  care  D 

52 

61/29 

177 

"  15 

2.55 

37 

-3 

68 

52 

83.1 

12 

3.78 

3.55 

3.30 

5.9 

Manufacturing  C 

180 

184/126 

295 

13 

1.11 

15 

25 

78 

15 

8.9 

12 

13.74 

13.64 

12.04 

4.7 

Nonbank  fin.  B 

1 1 

20/10 

363 

16 

6.51 

106 

-15 

NA 

251 

2.7 

12 

1.03 

0.65 

0.60 

51.1 

Fuel  B 

77 

77/43 

209 

15 

1.45 

21 

31 

87 

35 

59.9 

01 

3.45 

5.28 

5.42 

11.0 

Food  C 

39 

55/32 

2323 

15 

1.53 

23 

-29 

29 

68 

56.4 

12 

1.92 

2.58 

1.69 

32.0 

Metals  C 

36 

40/24 

146 

10 

3.85 

37 

31 

46 

73 

27.0 

12 

3.59 

3.75 

3.96 

2.9 

Banks  B 

26 

30/18 

185 

25 

2.90 

72 

-5 

38 

101 

25.9 

12 

3.15 

1.06 

NA 

NM 

Publishing/TV  B 

50 

50/33 

575 

19 

3.14 

60 

47 

72 

53 

49.2 

04 

2.31 

2.60d 

2.92 

1.1 

Nonbank  fin.  A 

31 

32/17 

144 

13 

4.55 

59 

3 

68 

86 

62.9 

12 

3.01 

2.36 

2.49 

6.8 

Chemicals 

31 

31/19 

100 

10 

3.27 

31 

31 

60 

86 

44.3  ■ 

12 

3.02 

3.18 

3.31 

3.8 

Conglomerates 

34 

40/24 

152 

10 

1.78 

17 

-1 

66 

78 

67.9 

06 

3.64 

3.54 

3.38 

6.3 

Office  equipment  B 

69 

69/30 

648 

49 

0.00 

0 

90 

51 

38 

184.3 

08 

0.97 

1.40 

2.04 

3.9 

Retailing 

42 

43/25 

1 14 

8 

4.34 

34 

15 

49 

63 

47.9 

12 

0.10 

5.30 

5.03 

5.4 

Aerospace 

38 

40/25 

379 

21 

0.10 

2 

38 

13 

68 

59.1 

09 

1.55 

1.81 

2.10 

3.1 

Food  B 

24 

28/16 

574 

NM 

0.00 

0 

0 

8 

107 

5.0 

12 

1.07 

-0.84 

0.13 

208.5 

Publishing/TV  A 

19 

20/16 

92 

10 

8.53 

84 

4 

29 

138 

42.9 

12 

1.90 

1.90 

1.90 

5.5 

Utilities  A 

32 

35/25 

126 

NM 

1.50 

DEF 

-5 

77 

81 

47.5 

12 

3.80 

-5.43 

3. 66 

10.0 

Utilities  A 

«6 

47/39 

115 

9 

5.62 

52 

6 

73 

55 

60.0 

12 

5.01 

5.02 

5.17 

2.7 

Utilities  A 

25 

26/14 

174 

9 

3.64 

34 

33 

79 

101 

55.3 

12 

2.52 

2.73 

2.88 

2.8 

Banks  B 

42 

42/28 

323 

16 

1.92 

31 

13 

57 

61 

45.1 

12 

2.28 

2.55 

2.61 

4.9 

Manufacturing  C 

20 

23/14 

107 

9 

4.97 

46 

-18 

56 

126 

107.1 

12 

4.07 

2.19 

1.72 

13.8 

Chemicals 

41 

52/31 

132 

12 

4.36 

53 

-15 

54 

61 

42.1 

12 

4.31 

3.39 

3.57 

9.5 

Conglomerates 

51 

57/37 

288 

17 

2.77 

48 

-10 

69 

49 

37.9 

12 

3.43 

2.94 

2.96 

3.8 

Publishing/TV  B 

27 

32/23 

67 

13 

4.1 1 

53 

1 

70 

93 

79.2 

12 

4.43b 

2.08 

0.76 

71.3 

Paper  B 

46 

46/18 

587 

NM 

0.09 

DEF 

144 

68 

54 

192.3 

06 

0.61 

-0.16 

0.98 

1.7 

Health  care  A 

39 

41/25 

131 

9 

3.47 

31 

10 

59 

63 

76.7 

12 

4.75 

4.41 

4.13 

4.7 

Nonbank  fin.  B 

43 

43/23 

868 

15 

3.25 

50 

33 

39 

57 

125.0 

12 

2.10 

2.81 

3.03 

5.3 

Consumer  D 

22 

23/18 

1 17 

10 

6.82 

66 

22 

64 

111 

62.8 

12 

-1.57 

2.26 

2.38 

5.4 

Utilities  A 

24 

29/17 

755 

NM 

4.49 

DEF 

-6 

59 

103 

60.2 

12 

1.87 

-0.68 

1.78 

1  1.7 

Conglomerates 

56 

56/35 

968 

24 

2.15 

52 

47 

82 

44 

76.3 

12 

0.04 

2.30 

2.74 

2.2 

Consumer  D 

37 

41/27 

175 

10 

4.09 

42 

-3 

51 

65 

24.3 

12 

3.54 

3.61 

3,96 

4.9 

Nonbank  fin.  B 

51 

66/37 

266 

NA 

0.70 

NA 

-5 

59 

47 

73.3 

06 

2.90 

NA 

2.97 

5.8 

Manufacturing  C 

82 

206/150 

93 

51 

0.55 

28 

-5 

NA 

13 

1 17.2 

12 

1 1.54 

3.55 

6.18 

18.8 

Publishing/TV  A 

49 

54/34 

162 

8 

3.05 

23 

20 

69 

49 

70.8 

12 

5.82 

6.52 

6.99 

1.9 

Aerospace 

43 

46/39 

185 

12 

6.30 

77 

8 

18 

56 

25.1 

12 

3.15 

3.52 

3.44 

1.6 

Utilities  A 

69 

72/46 

141 

5 

4.36 

23 

23 

83 

34 

154.7 

12 

7.59 

13.12 

9.19 

14.8 

Metals  C 

22 

22/14 

93 

9 

5.21 

44 

1 1 

45 

109 

46.4 

12 

2.40 

2.52 

2.69 

6.2 

Banks  C 

60 

61/44 

583 

20 

2.71 

54 

23 

23 

39 

16.0 

12 

2.70 

2.99 

3.28 

1.1 

Food  B 

49 

49/21 

974 

36 

0.00 

0 

108 

66 

47 

225.5 

12 

1.07 

1.35 

1.74 

4.4 

Health  care  D 

23 

35/12 

55 

NM 

7.07 

DEF 

-31 

70 

102 

92.7 

12 

4.07 

-1.85 

3.22 

12.0 

Nonbank  fin.  B 

48 

48/34 

218 

17 

2.00 

34 

28 

69 

48 

74.3 

06 

2.03 

2.80 

2.85 

3.4 

Chemicals 

28 

32/24 

1 1 1 

17 

7.60 

128 

-5 

45 

83 

47.2 

12 

3.05 

1.64 

2.71 

7.0  1 

Utilities  A 

01N0TES  TO  I  ABIES  APPEAR  ON  PAGES  ISO- 1 S 1 
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COMPANY 


MARKET  VALUE 


SALES 


MARGINS 

RETURN 

$  MIL 

YEAR 
AGO 
RANK 

MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

% 

MONTHS 
1990 
$  MIL. 

CHANGE 
FROM 
1989 

% 

MONTHS 
1990 

% 

MONTHS 
1989 

% 

INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

12 
MONTHS 
1990 
$  MIL. 

CHANGI  , 
FROW 
1989 

286 

BAUSCH  &  LOMB 

2297 

354 

1369 

12 

131.4 

15 

9.6 

9.4 

16.4 

16.7 

1677 

17 

■ 

287 

BURLINGTON  NORTHERN 

2276 

234 

4674 

1 

222.0 

-9 

4.8 

5.3 

1 1.0 

18.2 

6075 

-1 

288 

AMAX 

2274 

280 

3788 

-3 

225.9 

-37 

6.0 

9.3 

10.0 

10.2 

4900 

17 

a 

28!) 

NORTHEAST  UTILITIES 

2233 

275 

2616 

6 

256.0 

6 

9.8 

9.8 

8.0 

1 1.8 

6601 

1 

:: 

290 

FREEPORT-McMORAN  COPPER  4  GOLD 

2231 

447 

434 

18 

92.6 

-6 

21.3 

26.8 

22.6 

44.3 

675 

63 

:i 

291 

CONTEL  CELLULAR 

2225 

291 

167 

155 

-102.8 

NM 

NM 

4.0 

NM 

NM 

1665 

704 

292 

NATIONAL  CITY 

2208 

278 

2682 

5 

233.5 

-1 1 

8.7 

10.3 

19.1 

14.5 

23743 

3 

293 

SOUTHERN  NEW  ENGLAND  TELECOMMS. 

2202 

265 

1619y 

-3 

132.1 

-30 

8.2 

1  1.3 

NA 

1 1.9 

3431 

8 

294 

POTOMAC  ELECTRIC  POWER 

2200 

301 

1412 

1 

170.2 

-21 

12.1 

15.4 

7.1 

11.1 

5240 

13 

295 

KERR-McGEE 

2199 

251 

3683 

23 

1 12.9 

-16 

3.1 

4.5 

NA 

7.5 

3473 

4 

296 

JAMES  RIVER  CORP.  OF  VIRGINIA 

2195 

325 

5416 

NA 

78.2 

NA 

1.4 

NA 

3.5 

2.4 

5741 

-2 

■ 

297 

LINCOLN  NATIONAL 

2189 

273 

8490 

5 

191.5 

-29 

2.3 

3.3 

9.4 

8.5 

27597 

10 

298 

FREEPORT-McMORAN 

2179 

340 

1581 

-19 

313.6 

109 

19.8 

7.7 

20.3 

NA 

3588 

1 

:• 

29!  1 

FIRST  INTERSTATE  BANCORP 

2176 

351 

6024 

-8 

438.7 

NM 

7.3 

NM 

15.4 

16.2 

51356 

-13 

: 

300 

GREAT  WESTERN  FINANCIAL 

2169 

300 

4212y 

11 

193.1 

93 

4.6 

2.6 

9.5 

9.2 

39364 

6 

301 

HILTON  HOTELS 

2166 

255 

1125y 

13 

112.5 

2 

10.0 

11.0 

10.3 

12.3 

1927 

-13 

i 

302 

FEDERAL  EXPRESS 

2157 

220 

7553 

19 

128.9 

-3 

1.7 

2.1 

5.8 

7.5 

6164 

20 

. 

303 

WISCONSIN  ENERGY 

2155 

326 

1443 

-3 

192.7 

-4 

13.4 

13.4 

10.1 

13.5 

3361 

1 

: 

304 

CLOROX 

2154 

302 

1558 

10 

140.5 

-6 

9.0 

10.6 

14.3 

16.8 

1547 

39 

. 

305 

NALCO  CHEMICAL 

2146 

346 

1212 

13 

131.1 

9 

10.8 

11.2 

19.0 

52.6 

1037 

1 1 

306 

GERBER  PRODUCTS 

2131 

380 

1 178 

7 

113.5 

19 

9.6 

8.6 

22.3 

28.9 

797 

12 

307 

W.  W.  GRAINGER 

2124 

320 

1935 

12 

126.8 

6 

6.6 

6.9 

15.4 

15.5 

1 160 

9 

■ 

308 

TURNER  BROADCASTING  SYSTEM 

2116 

271 

1391 

31 

-15.6 

NM 

NM 

2.6 

-17.2 

NM 

2082 

4 

309 

WHEELABRATOR  TECHNOLOGIES 

2108 

413 

1 152 

14 

47.4 

-19 

4.1 

5.8 

4.9 

9.3 

2281 

4 

310 

NORTHERN  STATES  POWER 

2095 

274 

2065 

4 

193.0 

-12 

9.3 

1 1.0 

8.6 

1 1.4 

4730 

2 

311 

SAFET Y-KLEEN 

2092 

509 

589 

23 

55.2 

20 

9.4 

9.6 

12.7 

18.3 

719 

34 

312 

COLUMBIA  GAS  SYSTEM 

2090 

287 

2358 

-26 

104.7 

-28 

4.4 

4.6 

7.9 

6.6 

5773 

4 

313 

PRICE 

2088 

313 

5765y 

9 

128.1 

5 

2.2 

2.3 

15.7 

19.6 

1506 

12 

314 

BLOCKBUSTER  ENTERTAINMENT 

2079 

461 

633 

57 

68.7 

56 

10.9 

11.0 

17.6 

24.0 

601 

44 

315 

AlZA 

2073 

452 

99 

21 

24.7 

31 

24.8 

22.9 

9.4 

1 1.8 

531 

84 

316 

GREAT  ATLANTIC  S  PACIFIC  TEA 

20  7  3 

323 

11186 

2 

153.9 

8 

1.4 

1.3 

10.1 

12.9 

3357 

17 

317 

TEMPLE-INLAND 

2069 

355 

2401 

24 

232.5 

12 

9.7 

10.7 

NA 

16.5 

7834 

23 

318 

FLORIDA  PROGRESS 

2042 

330 

201  1 

6 

196.6 

-3 

9.8 

10.7 

9.9 

12.7 

5046 

9 

319 

BROWN-FORMAN 

2035 

317 

1074 

9 

142.7 

84 

13.3 

7.9 

20.6 

23.1 

1064 

8 

320 

ALLEGHENY  POWER  SYSTEM 

2026 

298 

2298 

2 

209.9 

-2 

9.1 

9.5 

8.6 

11.8 

4561 

3 

321 

CASTLE  &  COOKE 

20  2  2 

309 

3003 

1 1 

120.5 

27 

4.0 

3  5 

12.7 

13.1 

2370 

8 

322 

IMCERA  GROUP 

2021 

460 

1546 

32 

80.5 

-4 

5.2 

7.1 

7.8 

9.2 

2239 

12 

323 

CAPITAL  HOLDING 

2015 

284 

2577 

3 

166.2 

-40 

6.4 

1 1.0 

1  1  1 

11.1 

16669 

1 1 

:J,24 

EATON 

2011 

316 

3640 

-1 

169.3 

-19 

4.7 

5.7 

11.8 

14.8 

3013 

-1 

325 

COCA-COLA  ENTERPRISES 

1995 

321 

4034 

4 

93.4 

30 

2.3 

1.8 

NA 

5.5 

5021 

6 

326 

SUPER  VALU  STORES 

1993 

329 

1 1515 

5 

151.4 

6 

1.3 

1.3 

13.1 

16.0 

2874 

8 

327 

CHASE  MANHATTAN 

1975 

204 

13672 

-2 

-334.0 

NM 

NM 

NM 

NM 

-1 1.2 

98064 

-9 

328 

H.  F.  AHMANSON 

1971 

336 

4778y 

6 

191.0 

-9 

4.0 

4.7 

8.3 

8.2 

51201 

15 

329 

BANK  OF  NEW  YORK 

1963 

248 

5333 

-3 

308.3 

508 

5.8 

0.9 

23.1 

11.2 

47815 

-4 

330 

SHERWIN-WILLIAMS 

1952 

396 

2267 

7 

122.7 

13 

5.4 

5.1 

15.1 

16.4 

1504 

9 

ASSETS 
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ECENT  12-MONTH  PRICE 

HARE  HIGH/  AS  %  OF 

'RICE  LOW  BOOK 

$  $  VALUE 


P-E 
RATIO 


DIVIDENDS 


viao 

% 


TOTAL 
RETURN 

% 


SHARES 

INSTI- 
TUTIONS 
HOLDING 


SHRS 
OUT 
Mil 


TURN 
OVER 




EARNINGS  PER  SHARE 


ANALYSTS'  ESTIMATES 


1989  1990  1991 

ACTUAL       ACTUAL  EST 
$  $  $ 


VARI- 
ATION 

% 


INDUSTRY  GROUP 


80  80/55  291 

30  39/22  187 

26  29/18  103 

20  22/18  125 

25  25/12  1068 


18 
10 
10 
1 1 
23 


1.66 
4.02 
3.03 
8.64 
5.14 


30 
42 
31 
91 
118 


38 
-11 
10 
5 
73 


77 
69 
73 
37 
12 


29 
76 
86 
110 
91 


75.8 
94.6 
120.1 
36.0 
14.6 


12 
12 
12 
12 
12 


3.78 
3.19 
4.19 
1.87 
1.16 


4  37 
2.89 
2.58 
1.94 
1.07 


4.97 
3.02 
2.59 
2.06 
0.95 


1.2 
17.4 
18.6 
4.6 
8.6 


Health  care  D 
Transportation  B 
Metals  A 
Utilities  A 
Metals  C 


22  24/9  3785 

37  40/23  137 

36  43/26  198 

21  22/18  153 


54/41 


145 


NM 
10 
16 
13 
20 


0.00 
5.12 
4.96 
7.43 
3.17 


0 
49 
81 
96 
64 


71 

32 
25 
71 


100 
60 
62 

105 
48 


12.3 
28.9 
32.8 
42.5 
71.4 


12 
12 
12 
12 
12 


0.03 

4.35b 

3.04 

2.16 

2.58 


-1.03 
3.86 
2.17 
1.62 
2.26 


-1.21 
4.07 
2.66 
1.98 
3.14 


45.3 
5.6 
3.5 
9.3 

12.2 


Telecomms.  A 
Banks  B 
Telecomms.  B 
Utilities  A 
Fuel  B 


27  29/19  101 

50  57/31  102 

34  38/31  1354 

35  46/16  88 
17         21/9  103 


41 

12 
6 
5 

1 1 


2.22 
5.47 
7.41 
8.57 
4.98 


91 
63 
48 
44 
56 


15 
-3 
14 
-2 
7 


78 
62 
54 
69 
89 


81 
44 
65 
62 
129 


56.0 
32.9 
57.1 
132.9 
79.7 


04 
12 
12 
12 
12 


2.45 
6.06 
2.17 
-3.89 
0.78 


0.66 
4.29 
5.22 
6.79 
1.50 


2.80 
5.35 
1.68 
3.83 
2.22 


15.8 
6.2 
21.0 
23.6 
7.5 


Paper  B 
Nonbank  fin.  B 
Chemicals 
Banks  D 
Nonbank  fin.  C 


46  67/26  236 

41  58/30  126 

32  34/27  156 

40  45/32  258 

62  62/45  934 


20 
17 
12 
14 
18 


2.63 
0.00 
5.50 
3.61 
2.58 


51 
0 
64 
51 
47 


-29 
-18 

18 
6 

32 


28 
74 
40 
48 
68 


47 
53 
67 
54 
35 


171.2 
104.0 
40.3 
44.2 
55.8 


12 
05 
12 
06 
12 


2.27 
2.18 
2.88 
2.63 
3.01 


2.34 

2.41d 

2.77 

2.80 

3.41 


2.37 
3.70 
2.96 
2.61 
3.67 


10.8 
18.1 
2.1 
1.4 
3.8 


Leisure  C 
Transportation  C 
Utilities  A 
Consumer  D 
Chemicals 


543  17 

260  17 

NEG  NM 

413  43 

137  12 


2.11 
1.48 
0.00 
0.00 
6.93 


36 
25 
0 
0 
83 


54 
5 
-1 
42 
0 


60 
66 
5 
27 
37 


38 
27 
149 
41 
63 


69.9 
45.6 
2.9 
53.2 
37.0 


03 
12 
12 
12 
12 


2.50 
4.39 
-0.13 
1.50 
3.24 


3.35d 
4.62 
-0.42 
1.20 
2.79 


3.78 
4.84 
0.16 
2.14 
3.16 


1.7 
2.8 
120.7 
4.2 
5.7 


Food  B 

Services  B 
Publishing/TV  A 
Utilities  A 
Utilities  A 


692 
131 
319 
728 
991 


35 
20 
18 
32 
93 


0.72 
5.30 
0.00 
0.00 
0.00 


25 
105 
0 

0 
0 


72 
-5 


84 

72 


33 
53 
60 
19 
63 


57 
48 
48 
149 

32 


60.7 
66.1 
189.0 
152.3 
101.1 


12 
12 
08 
12 
12 


0.91 
3.21 
2.30 
0.29 
0.55 


1.05 
2.21 
2.47 
0.43 
0.70 


1.90 
2.90 
2.71 
1.22 
1.14 


2.5 
10.0 
3.2 
3.4 
6.8 


Services  E 
Utilities  B 
Retailing 
Leisure  B 
Health  care  B 


173  13 

147  9 

144  11 

331  14 

125  1 1 


1.47 
2.34 
6.94 
3.04 
8.34 


20 
21 
78 
42 


9 
25 
12 
4 
5 


36 
73 
32 
43 
39 


38 
55 
52 
28 
54 


36.6 
48.2 
40.2 
18.4 
38.6 


02 
12 
12 
04 
12 


3.84 
3.75 
3.67 
2.88 
3.72 


4.03d 

4.20 

3.50 

5.32d 

3.61 


4.37 
3.26 
3.64 
5.66 
3.80 


4.1 
9.6 
2.8 
4.5 
3.0 


Food  C 
Containers  B 
Utilities  A 
Consumer  C 
Utilities  A 


220 
236 
144 
175 
143 


17 
35 
13 
12 
27 


0.29 
1.13 
2.67 
3.71 
0.29 


5 
40 
35 
46 


-2 
51 
4 
16 
24 


47 
81 
69 
69 
43 


59 
23 
45 
34 
115 


79.9 
79.1 
62.1 
46.0 
29.5 


1  2 
06 
12 
12 
12 


1.60 
4.20 
5.85 
5.59 
0.41 


2.03 
2.53 
3.39 
4.77 
0.65 


2.48 
4.05 
5.70 
4.28 
0.69 


8.5 
5.2 
3.2 
11.1 
7.9 


Food  B 

Health  care  D 
Nonbank  fin.  B 
Automotive  B 
Consumer  C 


29/22 
31/10 
23/11 
40/13 
45/30 


211 
53 
84 
80 

260 


13 
NM 
10 
7 
16 


2.49 
8.00 
5.18 
7.47 
1.87 


32 
DEF 
54 
53 
30 


-4 
-47 


-23 
34 


66 
65 
78 
72 
65 


75 
132 
116 
69 
43 


47.3 
190.7 
68.6 
77.2 
54.7 


02 
12 
12 
12 
12 


1.97 
-7.94 
1.95 
0.27b 
2.52 


2.06d 
-3.31 
1.64 
3.98 
2.82 


2.31 
2.65 
2.14 
3.70 
3.16 


3.1 
22.3 

7.5 
10.8 

5.5 


Food  A 
Banks  A 
Nonbank  fin.  C 
Banks  A 
Housing  A 


I0TN0TES  TO  TABLES  APPEAR  ON  PAGES  150- 1  SI 
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COMPANY 


$  MIL 

RANK 

$  MIL 

%  • 

$  MIL. 

% 

% 

% 

% 

% 

$  MIL. 

331 

UNUM 

1950 

374 

2170 

12 

185.2 

19 

8.5 

8.0 

39.0 

15.4 

9500 

11  1 

332 

HERCULES 

1949 

362 

3200 

4 

96.0 

NM 

3.0 

NM 

5.7 

4.9 

3700 

1 

333 

SONAT 

1945 

314 

1509 

-15  : 

1 10.7 

2 

7.3 

6.1 

8.2 

9.7 

3155 

5  1 

334 

NIAGARA  MOHAWK  POWER 

1939 

341 

3155 

9  j 

82.9 

-45 

2.6 

5.2 

4.6 

2.0 

7770 

3 

335 

CONSOLIDATED  RAIL 

1930 

282 

3372 

-i  : 

247.0 

67 

7.3 

4.3 

7.4 

9.1 

7245 

-3 

336 

FLEET/NORSTAR  FINANCIAL  GROUP 

1928 

260 

4071 

n  : 

-48.5 

NM 

NM 

10.2 

NM 

-2.8 

32507 

-3 

337 

GOLDEN  WEST  FINANCIAL 

1916 

338 

2127 

io  • 

181.5 

15 

8.5 

8.1 

8.6 

15.4 

22562 

16 

33? 

U.  S.  HEALTHCARE 

1913 

758 

1330y 

33  ; 

77.5 

173 

5.8 

2.8 

33.2 

38.2 

613 

48 

339 

MANUFACTURERS  HANOVER 

1911 

259 

7695 

-9 

139.0 

NM 

1.8 

NM 

NA 

3.2 

61530 

2 

340 

WHIRLPOOL 

1911 

270 

6623 

5 

72.0 

-62 

1.1 

3.0 

7.0 

4.8 

5614 

5 

341 

ASHLAND  OIL 

1910 

295 

8785 

9  : 

149.3 

1110 

1.7 

0.2 

9.3 

11.9 

5004 

12 

342 

REPUBLIC  NEW  YORK 

1909 

400 

2772 

6  : 

201.2 

739 

7.3 

0.9 

17.0 

13.1 

29597 

16 

343 

US  WEST  NEWVECTOR  GROUP 

1908 

350 

274 

45  : 

-4.5 

NM 

NM 

NM 

NM 

-3.0 

511 

42 

344 

FUND  AMERICAN 

1902 

479 

275 

7  : 

128.5 

133 

46.7 

21.5 

NA 

7.8 

1 1272 

-3 

345 

UNITED  ARTISTS  ENTERTAINMENT 

1896 

327 

1425a 

34  : 

-94.6 

NM 

NM 

NM 

NA 

-16.0 

4039 

-2 

346 

CORESTATES  FINANCIAL 

1894 

378 

2584 

-1  ; 

1 14.0 

10 

4  4 

4.0 

16.5 

7.6 

23520 

0 

347 

WESTVACO 

1875 

339 

2399 

4 

158.4 

-28 

6.6 

9.5 

7.4 

9.8 

3309 

10 

348 

SIGMA-ALDRICH 

1874 

408 

529 

20  : 

71.2 

1  1 

13.5 

14.5 

NA 

20.2 

525 

18 

349 

KROGER 

1872 

508 

20261 

6 

83.3 

NM 

0.4 

NM 

24.4 

NM 

4119 

-3 

350 

LYONDELL  PETROCHEMICAL 

1870 

412 

6495 

21  : 

356.0 

-5 

5.5 

7.0 

58.4 

936.8 

1372 

8 

351 

CROWN  CORK  &  SEAL 

1844 

415 

3072y 

61  \ 

107.1 

14 

3  5 

4.9 

8.9 

11.6 

2833 

141 

352 

LUBRIZOL 

1843 

434 

1453 

18  : 

190.0 

102 

13.1 

7.7 

24.6 

26.6 

1115 

16 

353 

PALL 

1841 

425 

61 1 

17  : 

70.5 

21 

1 1.5 

11.1 

16.4 

15.4 

751 

1 

354 

TECO  ENERGY 

1840 

372 

1097 

4 

143.0 

4 

13.0 

13.0 

11.2 

16.8 

2513 

5 

355 

CIRCUS  CIRCUS  ENTERPRISES 

1833 

407 

692 

32  ; 

76.3 

2 

1 1.0 

14.4 

16.0 

45.3 

792 

27 

356 

SQUARE  D 

1831 

370 

1653 

3  : 

1 16.6 

15 

7.1 

6.3 

NA 

18.7 

1460 

6 

357 

RITE  AID 

1826 

421 

3373 

8  : 

103.3 

26 

3.1 

2.6 

9.9 

13.9 

1674 

9 

358 

AMERICAN  FAMILY 

1812 

456 

2678 

io  : 

1 17.2 

45 

4.4 

3.3 

13.2 

14.8 

8035 

23 

359 

COMMUNITY  PSYCHIATRIC  CENTERS 

1810 

547 

382y 

15  : 

83.2 

16 

21.8 

21.8 

17.7 

18.7 

552 

16 

360 

PREMIER  INDUSTRIAL 

1803 

401 

639 

4 

76.6 

6 

12.0 

1 1.8 

27.7 

28.2 

336 

15 

361 

ROADWAY  SERVICES 

1785 

390 

2971 

12  : 

1 19.1 

25 

4.0 

3.6 

15.3 

15.3 

1341 

5 

362 

NEWELL 

1780 

386 

1073 

-4 

101.4 

19 

9.5 

7.6 

19.4 

20.9 

871 

0 

363 

CONSOLIDATED  PAPERS 

1778 

344 

949 

o  : 

142.5 

-15 

15.0 

17.6 

15.5 

15.5 

1 192 

10 

364 

LITTON  INDUSTRIES 

1773 

343 

5155 

2  ; 

170.6 

-5 

3.3 

3.5 

10.9 

13.7 

5353 

0 

365 

GIANT  FOOD 

1768 

368 

3348 

6 

117.9 

12 

3.5 

3.3 

17.3 

22.5 

1 142 

7 

366 

COMPUTER  ASSOCIATES  INTERNATIONAL 

1755 

226 

1311 

2  : 

162.0 

22 

12.4 

10.3 

14.6 

14.9 

1596 

16 

367 

NEW  YORK  TIMES 

1752 

332 

1777 

o  : 

64.8 

-5 

3.7 

3.9 

5.3 

NA 

2174 

0 

368 

AMDAHL 

1749 

379 

2159 

3  ; 

184.0 

20 

8.5 

7.3 

14.0 

14.0 

2327 

4 

369 

MEAD 

1741 

315 

4772 

3  : 

106.4 

-51 

2.2 

4.7 

6.3 

6.9 

3889 

5 

370 

MARRIOTT 

1736 

229 

7646 

l  : 

47.0 

-74 

0.6 

2.4 

6.6 

10.0 

6688 

-2 

371 

GENENTECH 

1729 

283 

435y 

13  : 

-98.0 

NM 

NM 

1  1.5 

NM 

-11.0 

1158 

63 

372 

CHIQUITA  BRANDS  INTERNATIONAL 

1724 

642 

4226a 

13  : 

85.4 

12 

2.0 

2.0 

12.7 

15.0 

2174 

35 

373 

NUCOR 

1722 

440 

1482 

17  | 

75.1 

30 

5.1 

4.6 

10.5 

11.8 

1038 

0 

374 

HOUSEHOLD  INTERNATIONAL 

1718 

353 

4320 

24  : 

235.3 

8 

5.4 

6.3 

NA 

16.6 

29455 

13 

375 

ARKLA 

1715 

304 

2436 

8  : 

105.9 

NM 

4.3 

NM 

1 1.6 

17.2  : 

3714 

2 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAGE  187 


iCENT  12-MONTH  PRICE 

HARE  HIGH/  AS  %  OE 

RICE  LOW  BOOK 

$  $  VALUE 


P-E 
RATIO 


DIVIDENDS 


TOTAL 

YIELD       PAYOUT  RETURN 


SHARES 

INSTI- 
TUTIONS 
HOLDING 


SHRS 
OUT 
Mil 


TURN- 
OVER 


EARNINGS  PER  SHARE 


ANALYSTS  ESTIMATES 


1989  1990  1991 

ACTUAL       ACTUAL  EST 
$  $  $ 


VARI- 
ATION 

% 


INDUSTRY  GROUP 


59  63/32  162 

42  42/26  100 

45  56/39  171 

14  15/12  94 

48  51/32  75 


1 1 

20 
18 
48 
9 


1.36 
5.40 
4.41 
0.00 
3.37 


15 
110 
77 
0 
31 


26 
3  3 
-6 
6 
9 


72 
82 
66 
48 
83 


33 
47 
43 
136 
41 


76.8 
54.7 
66.4 
45.1 
106.7 


12 
12 
12 
12 
12 


3.87 
-2.09 
2.67 
0.78 
2.17 


5.38 
2.04 
2.59 
0.30 
5.10 


5.42 
2.97 
2.46 
1.51 
4.84 


4.2 
6.2 
7.9 
10.4 
8.5 


Nonbank  fin.  B 
Chemicals 
Utilities  B 
Utilities  A 
Transportation  B 


H§         24/9  96 

30  35/18  162 

41  43/11  942 

26  38/15  67 


33/18 


127 


NM 
11 
25 
21 
26 


4.57 
0.60 
0.88 
12.56 
4.00 


DEF 
6 
22 
258 
106 


29 
6 
261 
-20 
-16 


43 
69 
72 
67 
87 


1  10 
63 
47 
73 
70 


58.6 
66.1 
252.2 
148.2 
52.1 


12 
12 
12 
12 
12 


3.30b 
2.51 
0.60 
-11.49 
2.70 


-0.51 
2.87 
1.62 
1.27 
1.04 


1  10 
3.14 
2.15 
3.35 
1.49 


46.3 
5.1 
1 1.9 
17.9 
21.1 


Banks  A 
Nonbank  fin.  C 
Health  care  C 
Banks  A 
Consumer  B 


33  40/26  152 
56  58/37  139 
38        40/20  1268 


62/30 
17/9 


178 
271 


10 
10 

NM 
25 

NM 


3.02 
2.38 
0.00 
1.11 
0.00 


31 

24 
0 

27 
0 


-5 
18 
18 
101 
-17 


55 
55 
16 
59 
15 


58 
34 
51 
31 
140 


53.3 
30.7 
49.4 
128.2 
16.4 


09 
12 
12 
12 
12 


1.55 
0.04 

-0.28 
0.99 

-0.99 


3.27 
5.44 

-0.09 
2.49 

-0.61  d 


2.95 
6.08 
0.41 
1.09 
-0.61 


14.0 
6.4 
128.0 
71.4 
91.2 


Fuel  B 
Banks  A 
Telecomms.  A 
Nonbank  fin.  B 
Leisure  B 


45/23  128 
32/22  116 
38/26  532 


22/11 
23/13 


NEG 
4921 


17 
10 
26 
23 
5 


5.51 
3.67 
0.58 
0.00 
6.85 


93 
36 
15 
0 
36 


-9 
6 
27 
53 
15 


56 
53 
53 
32 
42 


54 
65 
50 
86 


166.3 
29.6 
62.7 
50.6 
34.4 


12 
10 
12 
12 

12 


5.03 
3.45 
1.30 
-0.23 
4.67 


2.06 
2.90 
1.44 
0.96 
4.45 


3.98 
2.20 
1.64 
1.28 
2.55 


16.3 
13.9 
1.9 
9.4 
1 1.8 


Banks  A 
Paper  B 
Health  care  B 
Food  C 
Chemicals 


64  69/50  200 

53  59/34  258 

32  33/17  403 

32  34/27  222 

67  71/36  1089 


17 
10 
26 
13 
24 


0.00 
2.86 
1.39 
5.00 
0.00 


0 
28 
36 
66 

0 


25 
57 
38 
18 
32 


38 
67 
56 
41 


29 
35 
58 
57 
27 


52.5 
87.6 
58.8 
53.0 
126.5 


12 
12 
07 
12 
01 


3.58 
2.52 
1.01 
2.36 
2.60 


3.71 
5.34 
1.22 
2.45 
2.78 


4.46 
4  01 
1.37 
2.59 
3.88 


7.4 
7.4 
3.3 
3.4 
3.3 


Containers  A 
Chemicals 
Conglomerates 
Utilities  A 
Leisure  C 


310 
245 
229 
408 
664 


17 
17 
15 
21 

22 


2.75 
2.27 
1 .62 
0.93 
1.41 


46 
38 
25 
20 
31 


40 
32 
59 
55 
26 


68 
71 
36 
69 
20 


23 
42 
81 
47 
58 


203.2 
54.6 
49.8 

121.9 
8.1 


12 
02 
12 
1 1 
05 


4.06 
1.97 
1.00 
1.56 
1.29 


4.76 

2.62d 

1.44 

1.80 

1.41d 


4.42 
3.00 
1.77 
2.05 
1.54 


5  8 
0.7 
2.3 
3.9 
2  2 


Electrical  A 
Health  care  A 
Nonbank  fin.  B 
Health  care  C 
Services  B 


230 
370 
193 
143 
337 


15 
18 
12 
12 
15 


2.38 
2.01 
3.14 
0.00 
2.00 


36 
86 
39 
0 
30 


17 
28 
-1 
13 
18 


67 
56 
23 
30 
28 


39 
60 
44 
21 
59 


74.3 
54.9 
24.0 
80.6 
27.6 


12 
12 
12 
07 
02 


2.44 
1  41 
3.85 
7.05 
1.80 


3.05 
1  67 
3.27 
7.26 
2.03d 


3.09 
1  77 
2.79 
7.43 
2.23 


6.3 
1.3 
8.9 
2.2 
4.5 


Transportation  D 
Manufacturing  A 
Paper  B 
Electrical  B 
Food  C 


162  11 

165  27 

134  10 

114  17 

369  40 


0.52 
2.43 
0.63 
3.35 
1.52 


6 
66 

6 
58 
61 


23 
-6 
6 
-5 
-43 


49 
49 

41 

61 
34 


182 
76 

1  10 
58 
95 


93.0 
42.8 
71.2 
75.1 
103.1 


03 
12 
12 
12 
12 


0.85 
0.87 
1.39 
3.33 
1.62 


0  85d 

0.85 

1.66 

1.71 

0.46 


1.00 
0.84 
1.29 
2.03 
1.13 


1  4  9 
23.5 
10.6 
19.0 
23.4 


Office  equipment  C 
Publishing/TV  B 
Office  equipment  B 
Paper  B 
Leisure  C 


30/21 
38/18 
82/53 
53/19 
25/18 


194 
303 
272 
133 
301 


NM 
17 
23 
8 
18 


0.00 
1.05 
0.60 
4.58 
5.47 


0 
18 
14 
38 
98 


65 
102 
31 
5 

-14 


17 
75 
70 
68 
66 


67 
45 
21 
36 
87 


101.4 

63.6 
54.1 
128.0 
69.5 


12 
12 
12 
12 
12 


0.51 
1.70 
2.71 
5.60b 
-0.80 


-1.05 
2.27d 
3.50 
5.75 
1.10 


0.62 
2.54 
4.16 
6.20 
1.47 


19.6 
1.5 
7.5 
5.0 
8.0 


Health  care  B 
Food  B 
Metals  B 
Conglomerates 
Utilities  B 


0TN0TES  TO  TABLES  APPEAR  ON  PAGES  150- 151 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

:  ASSETS 

$  MIL. 

YEAR 
AGO 
RANK 

12 

MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

12 

'.'    '  i T  H ' 

1990 
S  Mil 

CHANGE 
[f  ... 

1989 

12 

MONTHS 
1990 

0 

12 
MONTHS 
1989 

° 

ON 
NVESTEC 
CAPITAL 

'° 

ON 
COMMON 
EQUITY 

12 

:  MONTHS 
1990 
5  MIL 

HANG 
FROM 
1989 

% 

376 

HOMESTARt  MINING 

1710 

31  1 

51 3y 

21 

-19.0 

NM 

NM 

0.5 

NM 

-2.2 

:  1081 

-1 

ciiruTCAECTV  i  y  T  c  n  u  a  t  i  ft  u  a  i 
r LIGn  1  iAr 1 1 T  IN  1  tkNA  1 IUNAL 

1  1  A  0 
1  /US 

366 

283y 

23 

75.7 

15 

26.7 

28.4 

17  9 

18.8 

:  62i 

18 

378 

COMCAST 

1694 

371 

642a 

22 

-183.4 

NM 

NM 

NM 

NA 

NM 

2456 

-2 

379 

GENERAL  CINEMA 

1670 

358 

2199y 

10 

120.0 

: ; 

5.5 

4.4 

8.0 

7.3 

■  3068 

-10 

380 

aicui   riiri  iiih   cicrinif   rut  tcu 

NEW  ENGLAND  ELECIRIC  SYSTEM 

1658 

359 

1855 

13 

272.6 

83 

1  4.7 

9.1 

1  1.9 

19.1 

4571 

6 

381 

S0N0C0  PRODUCTS 

1  657 

398 

1669 

1 

50.4 

-51 

3.0 

6.3 

8.2 

10.0 

:  1114 

12 

382 

ii    c     d  i  urnnn 
U.  j.  dANLUkP 

<  L  i  7 
1  6  i  1 

406 

1920 

15 

182.7 

21 

9.5 

9.0 

NA 

15.8 

:  17613 

4 

383 

r  i  li  r  i  li  ii  i  t  i    c  i  li  i  u  r  i  i  i 

CINCINNATI  FINANCIAL 

1629 

455 

1028a 

7 

125.0 

7 

12.2 

12.2 

14.3 

14.1 

■  2425 

-4 

384 

ruEuirii    d  i  u  v  i  li  r 

CHEMICAL  BANKING 

1622 

303 

7967 

-3 

291.2 

NM 

3.7 

NM 

23.4 

7.2 

:  73019 

2 

385 

r  vi  n  A  L 1     All      o     C  k  ( 

ENRON  OIL  &  GAS 

1622 

361 

371 

28 

45.5 

NM 

12.2 

NM 

1  \  M 

7.7 

:  1405 

6 

386 

TANDEM  COMPUTERS 

1611 

212 

1873 

12 

98. 1 

-17 

5.2 

7.0 

7.6 

8.1 

:  1882 

13 

3X7 

UN  1  t  LI  D  A  1  LI  A     1  LI  n  '  1  f  T  n  1  E  f 

HILLENBRAND  INDUSTRIES 

1611 

385 

1 107 

1 1 

75.7 

6 

6.8 

7.1 

15.7 

17.3 

■  1268 

21 

388 

riLirikiLiiTi    r  i  c    o    c  i  r  r  t  n  i  r 

CINCINNATI  GAS  &  ELECTRIC 

1602 

387 

1438 

0 

234.7 

-2 

16.3 

16.7 

10.8 

15.2 

■  4156 

10 

389 

BIOMET 

1 595 

694 

182 

23 

34.8 

37 

19.2 

17.1 

22.8 

22.8 

179 

35 

390 

NEW  YORK  STATE  ELECTRIC  &  GAS 

1 592 

399 

1497 

5 

158.0 

0 

10.6 

1 1.1 

8.2 

10.7 

4736 

1 

391 

CTiTC     f  inttT     DAT  TALI 

STATE  STREET  BOSTON 

1 590 

424 

1320 

21 

1 17.3 

1  3 

:  - 

}  5 

31.6 

16.9 

11651 

17 

392 

FIRST  inilAOO 

1 568 

305 

5693 

1 

249.3 

-3-1 

4.4 

6.4 

23.8 

9.3 

:  50779 

6 

393 

rirTii    t  1 1 1  ri  n    n  i  u  /  a  n  n 

FIFTH  THIRD  BANCORP 

1  566 

4: : 

3  3  - 

9 

120.4 

1  1 

14.4 

14.1 

18.5 

15.4 

7956 

1 1 

394 

Al/I  1  UAU  1     r  1  f     a     ri  rnnir 

OKLAHOMA  GAS  &  ELECTRIC 

1 562 

392 

1231 

8 

139.2 

8 

1  1.3 

1 1.3 

10.5 

15.5 

:  2523 

0 

395 

EQUIFAX 

1553 

594 

1079 

8 

63.9 

1 

5.9 

i  3 

17.4 

24.0 

749 

9 

396 

u    n  n  ii  li  [  i  i     n  A  1 1  r  i  if 

McDonnell  douglas 

1552 

286 

16246 

1 1 

275.0 

NM 

1.7 

NM 

7.7 

7.8 

:     1 4965 

12 

397 

f  n  li  li  rn  ncninucAiic 

CONNER  PERIPHERALS 

1539 

637 

1338 

90 

130.1 

2  1  4 

9  7 

5  9 

21.3 

21.5 

880 

88 

398 

n  i  i  r      c  ft  nil  ii  hi  f  i  t  i  ft  ii  r 

BHC  COMMUNICATIONS 

1539 

NR 

278 

13 

481.2 

-41 

173.0 

328.6 

32.7 

32.2 

1873 

22 

399 

KEMPER 

1 537 

333 

2929 

6 

1 1.9 

-95 

0.4 

8.3 

3  3 

0.7 

13588 

7 

400 

DirtLITTT     n  i  ii  ii  r 

BARNETT  BANKS 

1527 

328 

3296 

9 

101.2 

-61 

3.1 

8.5 

NA 

6.4 

32214 

1 1 

401 

AVERY  DENNISON 

1526 

467 

2590 

NA 

5.9 

'  -A 

0.2 

NA 

1.7 

0.7 

1890 

10 

402 

TALITILIFLITil      f  A  A  H 

CONTINENTAL  CORP. 

1523 

365 

5731 

-6 

141.1 

-8 

2.5 

2.5 

NA 

6.8 

13927 

-2 

403 

INTERPUBLIC  GROUP 

1520 

477 

1368y 

9 

80.1 

'  3 

:  9 

5.6 

20.4 

20.2 

1891 

29 

404 

BRUNO'S 

1511 

488 

2521 

1 1 

65.0 

21 

2.6 

2.4 

13.7 

17.9 

744 

9 

405 

HUBBELL 

1  499 

463 

720 

8 

86.0 

8 

12.0 

1 1.9 

18.6 

18.8 

625 

8 

406 

E.  W.  SCRIPPS 

1492 

375 

1297 

2 

48.0 

-46 

3.7 

7.1 

7.6 

7.3 

1533 

-1 

407 

SAFEWAY  STORES 

1487 

NR 

14874 

4 

87.1 

3384 

:  6 

0  0 

NM 

4739 

4 

408 

PIONEER  HI-BRED  INTERNATIONAL 

1485 

444 

968 

1  1 

66.9 

-8 

6.9 

8.4 

12.8 

1 1.5 

1239 

9 

409 

VF 

1482 

342 

2613 

3 

81.1 

:~ 

3  1 

7.0 

7.9 

9.1 

1853 

-2 

410 

MAYTAG 

1480 

337 

3057 

-1 

98.9 

-25 

3.2 

4.3 

8.0 

9.6 

2587 

6 

411 

ALLERGAN 

1474 

528 

884 

10 

81.4 

42 

9  : 

7  1 

15.0 

15.5 

947 

1 

412 

JOSTENS 

1474 

512 

821 

1 1 

62.0 

10 

7.6 

7.6 

22.6 

22.9 

508 

14 

413 

SCANA 

1472 

431 

1 133 

1 

188.5 

45 

16.6 

11.6 

13.3 

18.1 

3145 

5 

414 

MAPCO 

1468 

41 1 

2823x 

34 

130.0 

12 

4.6 

5.5 

18.2 

42.8 

1700 

15 

415 

STANLEY  WORKS 

1468 

383 

1977 

0 

106.6 

-9 

5.4 

6.0 

1 1.2 

15.3 

1494 

0 

416 

BETZ  LABORATORIES 

1463 

567 

597 

16 

65.5 

17 

11.0 

10.8 

22.1 

29.6 

427 

16 

417 

GEO.  A.  HORMEL 

1448 

704 

2762 

15 

83.1 

17 

3  0 

2  ; 

15.8 

16.2 

819 

15 

418 

CINCINNATI  BELL 

1447 

382 

1013 

13 

91.0 

-4 

9.0 

10.5 

1  1.4 

15.5 

1627 

18 

419 

UNION  TEXAS  PETROLEUM 

1443 

363 

1332y 

15 

116.0 

-33 

8.7 

14.9 

NA 

23.4 

1937 

14 

420 

MBIA 

1435 

482 

224 

30 

126.6 

24 

56.6 

59.6 

15.0 

13.6 

2024 

13 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAGE  187 


VALUATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER 

SHARE 

INDUSTRY  GROUP 

ECENT 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS' 

ESTIMATES 

iHARE 
PRICE 
$ 

HIGH/ 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
OUT 
Mil 

TURN- 
OVER 

% 

EY 

1989 
ACTUAL 
$ 

1990 
ACTUAL 
$ 

1991 
EST 
$ 

VARI- 
ATION 

% 

17 

24/15 

202 

NM 

1.16 

DEF 

-16 

30 

99 

87.0 

12 

0.18 

-0.19 

0.43 

39.7 

Metals  C 

50 

65/36 

423 

22 

0.48 

1  1 

1 1 

53 

34 

49.2 

12 

1.93 

2.22 

2.56 

2.4 

Transportation  C 

15 

16/8 

6695 

NM 

0.80 

DEF 

5 

25 

113 

46.6 

12 

-1.39 

-1.57d 

-1.34 

10.9 

Publishing/TV  A 

24 

25/17 

103 

16 

2.00 

32 

3 

47 

70 

38.1 

10 

1.43 

1.51 

1  03 

10.4 

Conglomerates 

26 

28/23 

121 

6 

7.92 

50 

5 

34 

64 

35.1 

12 

2.36 

4.1 1 

2.57 

5.9 

Utilities  A 

39 

39/25 

330 

33 

2.39 

79 

21 

26 

43 

36.0 

12 

2.36 

1.16 

2.63 

4.3 

Containers  B 

27 

28/15 

141 

9 

3.69 

33 

20 

57 

60 

124.5 

12 

2.54 

3.06 

3.30 

6.3 

Banks  D 

100 

100/65 

179 

13 

2.45 

31 

28 

27 

16 

51.0 

12 

7.00 

7.83 

8.64 

4.5 

Nonbank  fin.  B 

18 

29/10 

55 

7 

5.63 

42 

-27 

62 

91 

136.1 

12 

-8.29 

2.38 

2.57 

19.7 

Banks  A 

21 

30/16 

273 

36 

0.94 

33 

-6 

13 

76 

15.0 

12 

-0.09 

0.60 

0.62 

27.9 

Fuel  B 

15 

30/9 

132 

13 

0.00 

0 

-51 

74 

107 

138.0 

09 

1.17 

1.13 

0.86 

19.0 

Office  equipment  B 

44 

48/30 

369 

21 

1.32 

28 

0 

37 

37 

13.4 

1 1 

2.02 

2.05 

2.33 

3.1 

Manufacturing  A 

31 

32/28 

114 

7 

8.07 

60 

8 

43 

52 

47.3 

12 

4.34 

4.12 

3.65 

8.4 

Utilities  A 

29 

29/11 

1046 

40 

0.00 

0 

143 

54 

56 

168.7 

05 

0.54 

0.71  d 

0.87 

2.8 

Health  care  D 

26 

27/21 

1 17 

10 

8.16 

84 

10 

38 

62 

38.7 

12 

2.53 

2.48 

2.64 

3.9 

Utilities  A 

44 

44/22 

229 

14 

1.66 

23 

19 

64 

37 

120.1 

12 

2.75b 

3.10 

3.39 

3.3 

Banks  A 

24 

37/13 

66 

7 

8.42 

60 

-27 

80 

66 

1 13.0 

12 

5.10 

3.35 

3.00 

14.9 

Banks  B 

40 

40/23 

200 

13 

2.72 

35 

29 

38 

39 

24.1 

12 

2.79 

3.07 

3.35 

2.7 

Banks  B 

39 

40/33 

177 

11 

6.66 

76 

15 

37 

40 

26.9 

12 

3.05 

3.38 

3.36 

3.7 

Utilities  A 

19 

22/14 

583 

24 

2.72 

66 

28 

52 

81 

53.8 

12 

0.73 

0.79 

1.16 

1.6 

Nonbank  fin.  A 

41 

58/27 

44 

6 

3.46 

20 

-21 

40 

38 

140.4 

12 

-0.97 

7.18 

5.73 

28.8 

Aerospace 

27 

31/15 

255 

1  1 

0.00 

0 

47 

54 

57 

417.5 

12 

1.09 

2.51 

3.00 

9.2 

Office  equipment  B 

55 

55/40 

103 

3 

0.00 

0 

15 

25 

28 

29.2 

12 

27.03 

16.56 

NA 

NM 

Publishing/TV  A 

32 

43/17 

99 

NM 

2.85 

368 

-22 

52 

48 

66.4 

12 

4.44 

0.25 

3.98 

11.9 

Nonbank  fin.  B 

24 

38/14 

97 

15 

5.47 

82 

-19 

55 

63 

94.9 

12 

4.07 

1.61 

2.08 

24.5 

Banks  C 

25 

29/16 

180 

NM 

2.92 

720 

-10 

47 

62 

69.4 

1 1 

1.96 

0.10 

1.54 

10.6 

Manufacturing  A 

28 

31/16 

75 

1 1 

9.29 

103 

6 

NA 

54 

70.3 

12 

2.74 

2.53 

0.83 

93.6 

Nonbank  fin.  B 

45 

45/29 

383 

19 

1.70 

32 

39 

78 

34 

54.8 

12 

2.10 

2.38 

2.65 

1.2 

Services  D 

19 

19/13 

415 

25 

0.97 

24 

35 

29 

82 

42.1 

06 

0.59 

0.74 

0.86 

2.1 

Food  C 

51 

51/33 

328 

19 

2.78 

51 

23 

49 

30 

18.2 

12 

2.65 

2.74 

3.07 

1.7 

Electrical  A 

20 

24/13 

227 

31 

2.05 

64 

-3 

13 

77 

10  9 

12 

1.14 

0.63 

0.98 

10.7 

Publishing/TV  B 

19 

19/10 

NEG 

21 

0.00 

0 

NA 

6 

79 

NA 

12 

0.05 

0.91 

1  13 

5.3 

Food  C 

49 

49/31 

256 

21 

2.36 

50 

18 

55 

30 

63.2 

08 

2.58 

2.33 

3.08 

7.4 

Food  B 

26 

32/12 

175 

19 

3.85 

74 

-12 

78 

57 

53.2 

12 

2.72 

1.35 

2.26 

12.9 

Consumer  A 

14 

19/10 

144 

15 

3.93 

59 

-18 

36 

106 

68.2 

12 

1.27 

0.94 

0.92 

18.8 

Consumer  B 

22 

23/13 

281 

18 

1.45 

26 

36 

74 

67 

65.9 

12 

0.86 

1.21 

1.39 

2.6 

Health  care  B 

36 

36/23 

544 

24 

2.21 

53 

39 

60 

41 

37.9 

06 

1.39 

1.51 

1.71 

1.6 

Manufacturing  A 

36 

37/30 

147 

8 

7.00 

57 

19 

40 

41 

38.2 

12 

3.04 

4.44 

3.33 

3.5 

Utilities  A 

49 

49/37 

484 

12 

2.06 

24 

19 

76 

30 

79.6 

12 

3.04 

4.13 

4.56 

2.4 

Fuel  B 

36 

37/26 

211 

14 

3.37 

47 

0 

42 

41 

31.6 

12 

2.71 

2.53 

2.47 

8.5 

Manufacturing  B 

52 

52/29 

716 

24 

2.10 

51 

68 

75 

28 

98.6 

12 

1.77 

2.12 

2.32 

3.3 

Chemicals 

19 

20/14 

282 

19 

1.59 

30 

29 

19 

77 

12.9 

10 

0.92 

1.01 

1.18 

3.7 

Food  B 

24 

27/19 

260 

17 

3.20 

53 

-6 

28 

61 

15.0 

12 

1.50 

1.44 

1.57 

3.6 

Telecomms.  B 

17 

25/13 

447 

21 

1.18 

25 

-5 

14 

85 

21.3 

12 

1.49 

0.81 

0.88 

29.8 

Fuel  B 

38 

45/19 

154 

1 1 

1.49 

17 

15 

54 

38 

46.0 

12 

2.74 

3.33 

3.76 

2.2 

Nonbank  fin.  B 
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T  T    V  V  IV      1  \J  \J  \J 


(.UMPANY 

u  i  n  v  i  t 

U  i  1  lie 

V  ALU  t 

f  1 1  c  c 

SALES 

PKOrllS 

MARGINS 

Rl  IURN 

:  ASSETS 

$  Mil 

YEAR 
AGO 
RANK 

12 
MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

12 
MONTHS 

$  MIL 

CHANGE 
FROM 

% 

12 
MONTHS 

% 

12 
MONTHS 

% 

ON 
INVESTED 
l  A  F '  1 T  A  l 

% 

ON 
COMMON 

% 

12 
MONTHS 

■      $  MIL 

CHANGE 
FROM 

% 

421 

ANADAPKO  PETROLEUM 

1432 

364 

397 

10 

55.2 

15 

13.9 

13.3 

7.8 

10.7 

:  1580 

5 

422 

GOODYEAR  TIRE  &  RUBBER 

1411 

288 

1 1273 

4 

-38.3 

NM 

NM 

1.7 

-3.9 

-1.8 

:  8964 

6 

42:i 

RYDER  SYSTEM 

1399 

393 

5162 

3 

82.2 

57 

1.6 

1.0 

NA 

5.3 

•  5502 

-7 

PROGRESSIVE 

1399 

571 

1376y 

-1 

93.4 

20 

6.8 

5.6 

13.1 

22.9 

\  2695 

2 

425 

JEFFERSON-PILOT 

1398 

397 

1  163 

2 

157.6 

14 

13.6 

12.1 

1 1.7 

1 1.7 

:  4455 

-2 

42fi 

M01EX 

1395 

511 

649 

12 

65.9 

5 

10.1 

10.8 

12.1 

12.3 

:  669 

13 

427 

NATIONAL  HEALTH  LABORATORIES 

1387 

469 

502 

25 

82.6 

28 

16.5 

16.1 

32.5 

32.5 

:  366 

6 

428 

RJR  NABISCO 

1387 

NR. 

13879 

9 

-462.0 

NM 

NM 

NM 

NM 

-18.1 

\  33411 

-1 1 

429 

BANDAG 

1387 

450 

586 

12 

78.8 

4 

13.4 

14.5 

NA 

34.7 

392 

13 

430 

ILLINOIS  POWER 

1380 

419 

1396 

6 

-78.5 

NM 

r  I M 

NM 

0.9 

-7.2 

:  5345 

-5 

431 

DREYFUS 

1380 

389 

261y 

-4 

62.1 

-58 

23.8 

54.3 

9.7 

9.1 

819 

2 

432 

FIRST  BANK  SYSTEM 

1374 

576 

2139 

-15 

130.6 

6774 

6  1 

0.1 

NM 

10.8 

\  19001 

-9 

433 

BEAR  STEARNS 

1374 

454 

2376y 

-1 

103.0 

-26 

4.3 

5.8 

64.6 

11.6 

•  34951 

-2 

434 

DPL 

1372 

437 

955 

-1 

163.1 

1  1 

17.1 

15.3 

10.3 

14.3 

2915 

5 

435 

MERCANTILE  STORES 

1368 

417 

2367y 

2 

123.6 

-5 

5.2 

5.6 

10.1 

10.9 

1  1600 

3 

436 

Mccormick 

1368 

590 

1323 

6 

69.4 

32 

5.2 

4.2 

15.3 

19.0 

947 

10 

4:il 

VULCAN  MATERIALS 

1367 

349 

1 105 

3 

120.3 

-10 

10.9 

12.4 

17.3 

17.7 

1 118 

12 

FIRST  FIDELITY  BANCORPORATION 

1364 

438 

3082 

2 

-6.1 

1  J  M 

NM 

5.3 

r  IM 

-1.5 

291  10 

-5 

439 

SANTA  FE  PACIFIC 

1361 

197 

2297 

-2 

-101.2 

NM 

NM 

NM 

NM 

-8.5 

6971 

4 

440 

PACCAR 

1361 

377 

2778 

-21 

63.7 

74 

2.3 

6.9 

6.4 

6.2 

2906 

-5 

441 

FPJNKUN  RESOURCES 

1354 

441 

291y 

10 

90.6 

10 

31  1 

31.1 

32.1 

30.1 

505 

18 

442 

WEIS  MARKETS 

1347 

426 

1272 

3 

86.8 

0 

6.8 

7.0 

14.5 

14.5 

694 

6 

443 

HASBRO 

1342 

496 

1520 

8 

89.2 

-3 

5.9 

6.5 

10.9 

10.5 

1285 

3 

444 

AUTODESK 

1340 

475 

238 

33 

56.8 

22 

23.9 

26.0 

NA 

27.7 

265 

37 

445 

CHAMBERS  DEVELOPMENT 

1339 

546 

258 

42 

34.4 

27 

13.3 

14.9 

8.5 

14.0 

779 

51 

446 

POLAROID 

1333 

257 

1972 

4 

151.0 

4 

7.7 

7.6 

19.4 

54.6 

1701 

-4 

447 

NATIONAL  SERVICE  INDUSTRIES 

1331 

420 

1652 

5 

100.1 

4 

6.1 

6.1 

14.3 

14.5 

961 

8 

44* 

PANHANDLE  EASTERN 

1328 

263 

2988 

18 

-233.4 

NM 

NM 

2.7 

NM 

-16  7 

6069 

-3 

44!) 

DQE 

1324 

481 

1  134 

1 

135.7 

5 

12.0 

11.6 

7.8 

114 

3919 

0 

450 

FOREST  LABORATORIES 

1319 

648 

162y 

21 

35.7 

28 

22.0 

20.8 

12.7 

14.0 

319 

39 

151 

MURPHY  OIL 

1318 

388 

2137y 

27 

101  8 

119 

4.8 

2.8 

10.7 

11.8 

2137 

3 

152 

NIPSCO  INDUSTRIES 

1317 

449 

1521 

-2 

138.0 

61 

9  1 

5  5 

9.0 

12.4 

3625 

-1 

45)! 

PARKER  HANNIFIN 

1307 

402 

2518 

5 

106.1 

13 

4.2 

3.9 

9.6 

10.9 

1986 

3 

ALCO  STANDARD 

1306 

433 

4425y 

13 

89.5 

4 

?  n 

2.4 

1 0  2 

12.2 

1873 

21 

BOATMEN'S  BANCSHARES 

1305 

491 

1515 

3 

135.2 

5 

8.9 

8.8 

NA 

1  1.8 

17469 

0 

456 

WILLIAMS 

1303 

427 

1822 

6 

77.0 

47 

4.2 

3.1 

7.1 

6.7 

4034 

3 

457 

McKESSON 

1303 

405 

8337y 

10 

96.4 

-9 

1.2 

1.4 

12.1 

16.0 

2421 

1 

CITIZENS  UTILITIES 

1298 

348 

363a 

1 1 

96.5 

13 

26.6 

26.2 

1 3  0 

17.9 

1251 

12 

45!) 

WILLAMETTE  INDUSTRIES 

1290 

418 

1905 

1 

129.6 

-32 

6  8 

10.1 

10.2 

13.1 

1965 

23 

460 

SNAP-ON  TOOLS 

1290 

432 

932y 

5 

100.8 

4 

10.8 

1  1  8 

15.7 

15.8 

908 

17 

461 

FMC 

1286 

458 

3722 

9 

155.3 

-1 

4.2 

4.6 

17.8 

120.3 

2959 

5 

4(12 

ENSERCH 

1270 

391 

2815 

4 

81.4 

16 

2  9 

2.6 

r  ja 

9.7 

3178 

8 

463 

BRUNSWICK 

1269 

442 

2478 

-12 

70.9 

NM 

2.9 

NM 

8.5 

8  4 

1895 

-5 

464 

LOCTITE 

1258 

598 

555 

17 

67.4 

16 

12.1 

12.3 

21.9 

22.1 

489 

22 

4G5 

PENN  CENTRAL 

1252 

367 

2154 

25 

97.8 

-44 

4.5 

10.1 

5.9 

6.0 

3547 

12 
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ALUATION 

DIVIDENDS 

SHAPES 

EARNINGS 

PER 

SHARE 

INDUSTRY  GROUP 

ECENT 

12-MONTH 

PRICE 

INSTI 

ANALYSTS' 

ESTIMATES 

HARE 

5ftlCE 
$ 

HIGH/ 
LOW 
$ 

AS  %  Of 
BOOK 
VALUE 

P  E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 

oui 

MIL 

TURN- 
OVER 

% 

FY 

1989 
ACTUAL 
$ 

1990 
ACTUAL 
$ 

1991 
EST 
$ 

VARI 
ATION 

% 

27 

40/24 

277 

26 

1.10 

29 

- 1 4 

58 

53 

78.4 

1 2 

0.92 

1 .04 

1.16 

23.8 

Fuel  B 

24 

39/13 

67 

NM 

1 .66 

DEF 

-35 

58 

58 

1 23.4 

1 2 

3.28 

0  66 

0.89 

59.2 

Automotive  C 

19 

23/12 

103 

20 

3. 1 6 

63 

4 

74 

74 

77.6 

1 2 

0.58 

0.96 

1.27 

13.5 

Transportation  C 

61 

61/33 

343 

1 6 

0.79 

1 3 

66 

58 

23 

41 .6 

1 2 

2.93 

3.84 

4.79 

1 4.2 

Nonbonk  fin.  B 

41 

45/33 

103 

9 

3.75 

34 

4 

5 1 

35 

36.2 

1 2 

3.65 

4.41 

4. 1 0 

3.5 

ki  |  |.     t '   r> 

Nonbonk  fin.  B 

28 

29/ 1 7 

261 

23 

0.07 

2 

3 1 

1 9 

50 

52.2 

06 

1.14 

1 .24 

1 .3 1 

5.6 

Electrical  D 

14 

1 7/9 

574 

1 7 

0.43 

7 

5 1 

1 3 

99 

48. 1 

1 2 

0.65 

0.83 

0.99 

3.7 

Health  care  L 

1 1 

1  1/6 

54 

NM 

0.00 

0 

NA 

0 

1  29 

NA 

1 2 

-3.98 

-1.10 

f  J  A 

NM 

Consumer  E 

100 

100/ 66 

611 

1 8 

1.10 

20 

22 

50 

1 4 

43.4 

1  2 

5.22 

5.50 

5.88 

2. 1 

Automotive  C 

1 8 

19/13 

86 

NM 

0.00 

0 

2 

56 

76 

60.7 

1 2 

-4.34 

-1 .53 

1 .44 

1 5.6 

Utilities  A 

36 

39/22 

203 

23 

1 .46 

33 

—5 

7 1 

39 

78.9 

1 2 

3.63 

1 .56 

2. 1 0 

1 1 .2 

Nonbonk  fin.  A 

1 8 

18/10 

1 37 

1 2 

4.62 

54 

25 

36 

7  7 

68.8 

1  2 

—0.27b 

1 .53 

1 .79 

1 1 .3 

Banks  B 

1 5 

1 5/8 

161 

13 

3.86 

5 1 

1  5 

50 

95 

56.9 

06 

1 .54 

1.10 

0.87 

9.3 

Nonbank  fin.  A 

20 

20/1 7 

1 28 

9 

8. 1 5 

73 

1 0 

49 

69 

40.7 

1  2 

2. 1 8 

2.23 

2.02 

9.4 

Utilities  A 

37 

45/24 

1 2 1 

1 1 

2.61 

29 

2 

39 

37 

26.2 

0 1 

3.54 

3.36 

3.69 

5.3 

Retailing 

34 

35/18 

375 

2 1 

1 .52 

3 1 

65 

48 

4IJ 

76.0 

1  1 

1 .20 

1 .66 

1 .74 

1 .7 

Food  B 

36 

47/29 

201 

1 2 

3.35 

39 

—  1 2 

58 

38 

1 8.5 

1 2 

3.30 

3.10 

2.89 

6.3 

Housing  A 

23 

26/ 1 2 

1 06 

NM 

5.25 

DEF 

1 8 

47 

60 

58.3 

1  2 

2.51 

-0.33 

3.07 

13.8 

Banks  A 

8 

23/ 5 

1 1 5 

NM 

1 .27 

DEF 

—62 

3 1 

1 73 

44.2 

1 2 

-1 .23 

-0.62 

0.68 

34.5 

Transportation  B 

40 

46/27 

134 

22 

2.48 

55 

-5 

43 

34 

54.8 

1  2 

6.90 

t  .83 

1  80 

26.6 

Automotive  A 

35 

36/23 

450 

1 5 

1 .32 

20 

32 

26 

39 

26.7 

09 

2.00 

2.28 

2.52 

1 .9 

Nonbank  fin.  A 

30 

34/24 

226 

1 6 

2. 1 2 

33 

2 

49 

45 

6.0 

1  2 

1 .91 

1 .93 

2.03 

5.2 

Food  C 

24 

25/ 1 1 

1 58 

1 5 

0.84 

1 3 

30 

61 

57 

55.8 

1 2 

1.56 

1 .54 

1 .90 

9.9 

Leisure  D 

55 

OU/  si 

654 

24 

0.73 

1  7 

1 1 

73 

24 

357.2 

0 1 

1 .91 

2.30 

2.80 

5.5 

Office  equipment  C 

25 

25/ 1 4 

546 

jy 

0.04 

2 

55 

Jz.O 

i  n 
1  z 

0.53 

0.63 

0.83 

3.9 

Services  C 

27 

48/ 20 

642 

1  2 

2.25 

27 

—40 

73 

50 

97. 1 

1  2 

1 .96 

2.20 

2. 1 8 

7.4 

Leisure  D 

27 

29/22 

1 93 

1 3 

3.57 

48 

0 

5 1 

50 

22.7 

08 

1 .92 

2.02 

2.05 

2.5 

Electrical  A 

1 5 

29/ 10 

95 

NM 

5.47 

DEF 

-45 

54 

9  1 

1 1 5. 1 

1 2 

0.97 

-2.63 

1.01 

20.4 

Utilities  B 

25 

26/20 

1 24 

1 1 

5.85 

64 

25 

40 

54 

24.8 

1 2 

2.03 

2.24 

2.34 

1.5 

Utilities  A 

34 

34/17 

517 

38 

0.00 

0 

67 

35 

39 

86.9 

03 

0.73 

0.90d 

1.13 

3. 1 

Health  care  B 

39 

48/33 

1 53 

1 3 

3.09 

40 

-7 

60 

34 

38.9 

1 2 

1 .37 

3.00 

2.43 

5.3 

Fuel  B 

1 9 

20/ 1 6 

1 3 1 

1 1 

6.07 

64 

1 5 

82 

6  V 

48.9 

1 2 

1 .72 

1  81 

1  93 

3.5 

Utilities  A 

27 

33/19 

1 35 

1 2 

3.38 

41 

—6 

68 

48 

48.2 

06 

2. 1 1 

2.26 

1 .96 

1 0.5 

Manufacturing  A 

32 

38/28 

1 78 

1  5 

2.74 

40 

1  4 

49 

4  ! 

32.4 

09 

2.68 

2. 1 9 

2.47 

8.0 

Conglomerates 

38 

39/25 

1  1 4 

1 0 

5.63 

54 

1 8 

37 

35 

83.2 

1 2 

3.72 

3.90 

4.09 

2.2 

Banks  B 

32 

35/23 

1 33 

20 

4.44 

89 

5 

7 1 

4  1 

84. 1 

1 2 

1.17 

1 .58 

1  9  1 

13.6 

Utilities  B 

34 

38/27 

242 

15 

4.67 

68 

-2 

54 

38 

50.3 

03 

2.23 

2.36d 

2.63 

4.2 

Health  care  A 

28 

38/20 

241 

13 

0.00 

0 

-14 

8 

47 

15.9 

12 

1.85 

2.08d 

2.20 

6.6 

Utilities  A 

51 

55/30 

131 

10 

3.15 

31 

3 

60 

25 

50.6 

12 

7.52 

5.10 

3.94 

17.5 

Paper  A 

31 

38/26 

203 

13 

3.46 

44 

-2 

65 

41 

40.4 

12 

2.55 

2.45 

2.40 

8.5 

Manufacturing  B 

37 

39/25 

996 

9 

0.00 

0 

2 

62 

35 

37.3 

12 

4.35 

4.30 

4.50 

6.0 

Manufacturing  C 

20 

28/17 

183 

19 

4.08 

78 

-18 

69 

65 

49.4 

12 

0.93 

1.03 

1.15 

20.3 

Utilities  B 

14 

16/6 

150 

18 

3.06 

55 

4 

66 

88 

59.2 

12 

-0.81 

0.80 

0.53 

29.3 

Leisure  D 

69 

70/43 

412 

20 

1.74 

35 

54 

44 

18 

37.8 

06 

3.03 

3.39 

4.08 

2.3 

Chemicals 

24 

27/15 

77 

15 

2.86 

43 

-4 

77 

53 

50.8 

12 

2.48 

1.60 

1.93 

5.0 

Conglomerates 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

VASjIS: 

ASSETS 

S  Mt 

YEAS 
AGO 

VWV5 
S  '.'  . 

w-AsiGt 

-.  :  I,. 

1989 
- 

1990 
S  'AIL 

:-a*3e 

BMW 
-z- 

': 

VC'T-: 
1990 

"~ 

 To — 

1989 

ON 

KXjrry 

12 

1990 
S  '■'  . 

FSOV 
1989 

* 

466 

SOCIETY 

1  245 

489 

1725 

-2 

155  2 

251 1 

9.0 

0  3 

22.8 

15.4 

15110 

-7 

467 

f.  MIC   C  T  i  T  C  S  IITIIITICC 

1  li  S 

443 

1691 

5 

-44  3 

S  '.' 

N  V 

-28  6 

-5.5 

tin 

TELEDYNE 

1  240 

167 

J-4; 

-2 

69.2 

-54 

2.0 

4.3 

11.4 

13.2 

1666 

-52 

. 

d  c  Li  c  r  i  r  i  k  i 

BENEFICIAL 

1238 

501 

1756 

11 

130.4 

8 

7.4 

9.3 

14.7 

9270 

17 

470 

ALEXANDER  &  BALDWIN 

1 234 

414 

723 

17 

115.2 

—43 

15.9 

32.7 

NA 

16.9 

1371 

20 

TJX 

1231 

470 

2446 

1 4 

74.1 

- 1 

3.0 

3.5 

15.4 

28.1 

1047 

10 

472 

PUBLIC  itRVIC:  CO.  Or  COLORADO 

1 229 

446 

1734 

0 

146.1 

-2 

8.4 

8.6 

10.3 

13.9 

3230 

6 

CELLULAR  COMMUNICATIONS 

1227 

422 

107o 

41 

22.9 

S  '.• 

2  '  4 

sv 

7.3 

8.2 

409 

13 

474 

Lin  n  t  it  n  a  n 

NORTHROP 

1227 

619 

5490 

5 

210.4 

NM 

3.8 

NM 

17.7 

20.9 

3176 

-6 

AMERICAN  PETR0FINA 

1 224 

-  - 

- *  '- 

- 

-  ;  ; 

31 

3.2 

3.2 

9.7 

2978 

23 

4.6 

ASARC0 

1222 

453 

2209 

0 

149.1 

-36 

6.8 

105 

9.2 

9.9 

2771 

14 

lis; 

1220 

4;  - 

5225 

75.6 

-43 

2.6 

:  : 

7.2 

4513 

-14 

478 

DEAN  FOODS 

1216 

585 

2146 

20 

66.9 

9 

3.1 

3.4 

14.2 

17.1 

871 

23 

w  1  U  r*      111  ft  pi  |  p(      nn  AMIf  TIAUf 

KING  WORLD  PRODUCTIONS 

1212 

524 

46C 

8 

86.8 

18.9 

18.3 

34.2 

47.3 

484 

21 

480 

PUGET  SOUND  POWER  &  LIGHT 

1 208 

485 

935 

5 

132.3 

12 

14.2 

13.3 

9.2 

13.1 

2588 

] 

ACUS0N 

1 208 

c  4 

24 

° 

_  : 

16.9 

16.7 

23.9 

23.9 

4 -ay 

JO 

v  c  v  r  rt  n  Pi 
IeTCORP 

1 196 

507 

1804 

9 

148.4 

8 

8.2 

8.2 

16.4 

14.1 

19266 

25 

■ 

1 1  ft  ft  t  1 1  r  ft  li  TnnFT 

NORTHERN  TRUST 

1 196 

492 

1323 

7 

1 15.4 

2 

■  ' 

9.2 

NA 

19.2 

11789 

a 

KELLY  SERVICES 

1 196 

514 

1471 

7 

71.2 

' 

4.8 

5.1 

21.9 

21.9 

444 

13 

r      T\       n  i  ft  ft 

C.  R  BARD 

1187 

I  - 

'  2  2 

12.0 

613 

ORACLE  SYSTEMS 

1186 

■:59 

38 

57  4 

-41 

5.4 

12.7 

9.9 

15.3 

855 

50 

■  — 
487 

i  nmri  i  u  i    i  i  li  ft    s  cvftiftftiTiALi 

LOUISIANA  LAND  &  EXPLORATION 

1 185 

473 

f 

17 

54  9 

'  7 

6.2 

:  : 

10.6 

12.8 

1226 

2 

488 

INTERGRAPH 

1185 

486 

1045 

21 

62.6 

-21 

6.0 

9.2 

9.5 

9.4 

870 

6 

GREYHOUND  DIAL 

1183 

459 

3519 

-" 

1 16.4 

3.3 

2  " 

; : 

1 1.3 

5431 

490 

PACIFIC  TELECOM 

1 182 

533 

638 

19 

95.4 

27 

15.0 

14.0 

11.8 

17.4 

1725 

51 

P.  H.  GLATFELTER 

1172 

"2 

625 

83— 

~5 

~ 

15.5 

21.0 

599 

9 

!  492 

HARTFORD  STEAM  BOILER 

1 169 

478 

562 

12 

78.7 

2 

14.0 

15.5 

20.0 

23.5 

827 

4 

IBP 

1 165 

605 

10185 

12 

48.3 

37 

0.5 

:  4 

7.6 

9.5 

1533 

1 3 

|  494 
- 

McDERMOTT  INTERNATIONAL 
AMERICAN  GREETINGS 

1 1 59 

1 156 

537 

;  - 

2993 
ii- 

13 
3 

-83.7 
79  3 

NM 

NM 
- 

NM 
-  " 

NM 

-13.4 
1 2.5 

3531 

1302 

10 

14 

V0NS 

1 148 

589 

5334 

2 

49.7 

NM 

0.9 

NM 

10.2 

20.5 

1650 

LOUISIANA-PACIFIC 

1 148 

357 

1793 

91.1 

-53 

i  ' 

9.6 

6.4 

7.7 

2104 

4 

• 

NIC0R 

1 148 

46£ 

1536 

-5 

113.5 

-5 

7.4 

7.4 

NA 

17.1 

2180 

2 

FOSTER  WHEELER 

1 147 

588 

1661 

34 

3S.3 

'  - 

2.3 

2.7 

•.- 

7.6 

1390 

21 

500 

MATTEL 

1147 

536 

19 

91.2 

15 

6.2 

6  4 

21.9 

28.5 

930 

12 

" 

SERVICE  CORP.  INTERNATIONAL 

1 143 

563 

63.5 

19 

11.3 

' z  3 

9.5 

"4  4 

1477 

-32 

; 

EG&G 

1141 

484 

2474 

50 

74.0 

6 

3.0 

4.2 

23.0 

21.4 

675 

5 

LOWES 

1139 

472 

2833 

7 

71.1 

2  i 

2.8 

10.0 

10.3 

1203 

5 

i 

SUNDSTRAND 

1139 

435 

1600 

5 

115.6 

7.2 

8.0 

20.8 

19.2 

1582 

6 

505 

E-SYSTEMS 

"39 

529 

1810 

94.3 

5.2 

15.6 

976 

13 

MELLON  BANK 

1132 

174.0 

NA 

8.7 

28762 

-9 

MILLIPORE 

1131 

635 

703 

7 

27.8 

-47 

4  : 

=  : 

5  : 

6.4  • 

734 

13 

BETHLEHEM  STEEL 

1 128 

395 

4899 

-7 

-463.5 

NM 

NM 

4.7 

NM 

-41.3 

4382 

-9 

" 

ADOBE  SYSTEMS 

1127 

572 

169 

39 

40.1 

'5 

23.7 

27.8 

37.1 

37.2 

•4; 

55 

510 

LOTUS  DEVELOPMENT 

1126 

394 

685 

23 

23.3 

-66 

3.4 

12.2 

NA 

6.7  ; 

695 

29 

BUsLNEv  «IH  \W> 

126 

MES  ScGHS  m 

AlUATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

INDUSTRY  GROUP 

(CENT 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS 

ESTIMATES 

HARE 
PRICE 
$ 

HIGH/ 
LOW 

s 

AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

TUTIONS 
HOLDING 

j  H  R ! 

0U1 
MIL. 

TURN 
OVER 

FY 

1989 
ACTUAL 
$ 

1990 
ACTUAL 
$ 

1991 
EST 
$ 

VARI- 
ATION 

% 

38 

39/24 

126 

8 

4.84 

40 

25 

37 

33 

53.1 

12 

4.63 

4.63 

5.07 

3.5 

Banks  B 

12 

13/9 

64 

NM 

0.00 

0 

-4 

60 

108 

61.1 

1 2 

-0.46 

-0.99 

0  82 

31.0 

Utilities  A 

22 

72/12 

237 

18 

3.58 

64 

-66 

37 

55 

37.7 

12 

2.71 

1.25 

1.95 

1 1.9 

Conglomerates 

55 

55/34 

1 46 

10 

4.34 

43 

17 

77 

22 

63.4 

1 2 

5.01 

5.61 

6.08 

2.8 

Nonbank  fin.  A 

27 

33/19 

181 

1 1 

3.29 

35 

-7 

45 

46 

61.7 

12 

4.38 

2.50 

2.24 

22.0 

Transportation  D 

18 

18/9 

467 

17 

2.61 

43 

6 

88 

70 

70.5 

01 

1.16 

1.06 

1.21 

3.6 

Retailing 

23 

25/20 

128 

9 

8.84 

80 

-1 

41 

54 

82.8 

12 

2.59 

2.49 

2.37 

5.0 

Utilities  A 

31 

38/19 

440 

NM 

0.00 

0 

4 

71 

40 

176.3 

12 

-0.45 

-0.06d 

0.32 

55.4 

Telecomms.  A 

26 

27/14 

122 

6 

4.59 

27 

67 

50 

47 

85.7 

12 

-1 .71 

4.48 

3.13 

1  3.4 

Aerospace 

79 

81/71 

108 

10 

4.05 

39 

5 

3 

1  6 

1.1 

12 

6.30 

8.1  1 

NA 

NM 

Fuel  B 

30 

31/22 

81 

8 

5.38 

44 

1 1 

49 

41 

60.1 

12 

5.50 

3.60 

3.13 

24.8 

Metals  C 

30 

38/20 

116 

16 

5.38 

86 

-3 

64 

4  1 

39.2 

12 

3.24 

1.85 

2.08 

15.3 

Automotive  B 

45 

48/30 

31 1 

17 

1.65 

28 

44 

35 

27 

28.5 

05 

2.29 

2.63d 

2.96 

3.0 

Food  B 

32 

32/18 

660 

15 

0.00 

0 

21 

53 

38 

64.5 

08 

1 .94 

2.15 

2.36 

2.2 

Leisure  B 

22 

22/19 

132 

10 

8.09 

81 

17 

20 

56 

34.6 

12 

1 .88 

2.16 

2.12 

5.0 

Utilities  A 

35 

38/22 

605 

26 

0.00 

0 

69 

64 

35 

80.7 

12 

1.07 

1.33 

1.60 

3.9 

Health  care  D 

28 

29/17 

1 15 

8 

4.81 

39 

16 

46 

42 

27.4 

12 

3.20 

3.47 

3.78 

3.5 

Banks  A 

35 

35/20 

210 

1 1 

2.38 

27 

8 

65 

34 

57.5 

12 

3.12 

3.08 

3.32 

2.5 

Banks  B 

40 

42/27 

367 

17 

1.81 

30 

17 

28 

30 

22.8 

12 

2.36 

2.37 

2.42 

7.0 

Services  E 

22 

22/13 

355 

29 

1.97 

58 

40 

68 

53 

128.5 

12 

1.18 

0.76 

1.01 

7.0 

Health  care  D 

9 

28/5 

317 

26 

0.00 

0 

-60 

29 

134 

324.4 

05 

0.86 

0.34d 

0.67 

56.2 

Office  equipment  C 

42 

54/34 

277 

22 

2.38 

52 

7 

73 

28 

57.8 

12 

1 .60 

1.94 

1  62 

28.5 

Fuel  B 

25 

25/1 1 

179 

19 

0.00 

0 

4 

53 

48 

179.4 

12 

1.48 

1.28 

1.49 

8.8 

Office  equipment  C 

30 

31/19 

1  16 

10 

4.65 

48 

3 

48 

39 

66.4 

12 

2.75 

2.90 

2.98 

5.6 

Conglomerates 

30 

31/23 

215 

12 

3.87 

47 

28 

6 

39 

7.2 

12 

1 .91 

2.46 

2.21 

9.5 

Te  1  e  c  o  m  m  s  •  A 

52 

52/32 

279 

14 

2.31 

32 

30 

72 

23 

10.2 

12 

3.85 

3.76 

3.76 

6.8 

Paper  B 

56 

62/44 

349 

15 

3.21 

47 

10 

46 

21 

31.4 

12 

3.78 

3.80 

3.38 

8.2 

Nonbank  fin.  B 

25 

25/15 

230 

24 

2.44 

59 

41 

32 

47 

60.6 

12 

0.74 

1  01 

1  30 

8.0 

Food  B 

26 

35/21 

185 

NM 

3.79 

DEF 

17 

80 

44 

139.8 

03 

-2.68 

-1.02d 

0.84 

38.2 

Services  A 

37 

41/27 

182 

14 

1 .90 

27 

23 

76 

3  1 

1  34.4 

02 

2.25 

2.59d 

2.93 

4.4 

Leisure  D 

30 

30/15 

473 

23 

0.00 

0 

21 

23 

39 

34.7 

12 

-0.65 

1.28 

1  47 

7.5 

Food  C 

32 

45/20 

98 

13 

3.38 

44 

-18 

49 

36 

74.2 

12 

5.04 

2.46 

l  48 

40.4 

Popcr  A 

40 

47/35 

176 

10 

5.35 

55 

_1 

50 

29 

60.1 

1 2 

3.98 

3.86 

4.07 

2.3 

Utilities  B 

32 

34/18 

229 

30 

1.54 

46 

36 

64 

35 

88.0 

1 2 

0.95 

1.08 

1  34 

5.6 

Services  A 

23 

26/16 

358 

1 3 

0.51 

7 

37 

64 

49 

1 20.0 

1 2 

1 .60 

1.80 

2.29 

3.9 

Leisure  D 

25 

26/15 

274 

20 

2.24 

44 

74 

56 

46 

76.3 

1 2 

0.97 

1.28 

1.54 

5.2 

Services  E 

41 

41/28 

330 

1 6 

2.07 

32 

9 

59 

28 

53.1 

1 2 

2  40 

2.60 

2.87 

2  5 

Services  A 

31 

50/18 

166 

16 

1.66 

27 

13 

51 

36 

129.5 

01 

2.01 

1.91 

2.13 

9.4 

Retailing 

32 

40/22 

189 

10 

3.49 

35 

-6 

67 

36 

74.8 

12 

3.09 

3.15 

3.10 

5.6 

Aerospace 

37 

40/24 

189 

12 

2.05 

25 

20 

58 

31 

80.3 

12 

2.65 

3.02 

3.41 

1.2 

Electrical  B 

26 

30/18 

80 

9 

5.44 

49 

7 

54 

44 

55.0 

12 

3.33 

2.83 

4.20 

16.4 

Banks  A 

41 

43/26 

260 

41 

1.08 

44 

57 

67 

28 

60.9 

12 

1.90 

1.00 

2.36 

4.8 

Electrical  C 

15 

21/1 1 

96 

NM 

2.69 

DEF 

-6 

76 

76 

75.7 

12 

2.93 

-6.45 

0.74 

61.9 

Metals  B 

52 

52/17 

1045 

28 

0.47 

13 

60 

69 

22 

708.4 

1 1 

1.55 

1.83 

2.17 

6.3 

Office  equipment  C 

27 

39/13 

322 

49 

0.00 

0 

-29 

75 

43 

415.2 

12 

1.61 

0.54 

1.86 

10.2 

Office  equipment  C 

J0TN0TES  TO  TABLES  APPEAR  ON  PAGES  150- IS  I 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

'.: 

RETURN 

ASSETS 

S  MIL 

YEAR 
AGO 
RANK 

12 
MONTHS 
1990 
S  MIL 

CHANGE 
FROM 
1989 

12 
MONTHS 
1990 
S  Mil 

CHANGE 
FROM 
1989 

12 
MONTHS 
1990 

'I 

MONTHS 
1989 

ON 
INVESTED 
CAPITAL 

; 

ON 
COMMON 
EQUITY 

;  12 
MONTHS 
1990 
S  Mil 

1989 

% 

511 

i  ft  1 1  i 1  r  r\  i      r  ft  n  t  t\  ft  i  r 

JOHNSON  CONTROLS 

1124 

465 

4582 

18 

88.6 

-7 

1.9 

2.4 

7.8 

9.3 

:  2795 

6 

•512 

SOUTHWEST  AIRLINES 

112  2 

1 187 

17 

47.1 

-34 

4.0 

7.1 

7.7 

:  1471 

4 

513 

SOUTHWESTERN  PUBLIC  SERVICE 

1 1 20 

457 

751 

-8 

1 1 1.5 

-9 

14.8 

15.0 

11.1 

15.7 

1657 

-1 

CRAY  RESEARCH 

1118 

445 

804 

3 

1 13.0 

:~ 

14.0 

11.3 

16.6 

18.6 

\  367 

-23 

515 

KEYSTONE  INTERNATIONAL 

1117 

615 

446 

19 

44.0 

20 

9.9 

9.8 

17.8 

19.6 

:  417 

14 

516 

l.  i  1 1  r  i  r     r  i  t  u     n  ft  m  r  n     n     i  i  r  1 1  t 

KANSAS  CITY  POWER  &  LIGHT 

1114 

522 

761 

4 

102.7 

-5 

13.5 

14.9 

8.6 

11.2 

:  2599 

-1 

517 

FLEMING 

1 1  04 

544 

1 1933 

-1 

97.3 

318 

0.8 

0.2 

8.8 

12.4 

2768 

3 

518 

ENGELHARD 

1 099 

587 

2942 

22 

70.3 

sv 

:  - 

1 1.4 

10.2 

;  1330 

-9 

519 

B.  F.  GOODRICH 

1096 

520 

2433 

1 

115.8 

-32 

-  : 

7.1 

8.8 

8.6 

2366 

4 

520 

CENTOCOR 

1 089 

91 1 

65 

-10 

-132.2 

NM 

0.2 

-56.1 

-62.3 

:  273 

52 

521 

BERGEN  BRUNSWIG 

1081 

603 

4536y 

12 

64.7 

28 

1.4 

1.3 

10.7 

14.1 

1394 

6 

522 

r  t      iftr    k  i  nrn 

ST.  JOE  PAPER 

1075 

NR 

610 

-4 

41.1 

: ; 

:  " 

" :  : 

4.9 

5.2 

:  1322 

6 

523 

CBI  INDUSTRIES 

1074 

641 

1576y 

5 

55.1 

61 

3.5 

2.3 

8.9 

9.6 

:  1432 

5 

o_4 

IMC  FERTILIZER 

1  069 

535 

1 134 

-2 

EE  : 

-:: 

" 

-  : 

E  : 

:  - 

1645 

-1 

525 

CALGON  CARBON 

1  068 

554 

285 

12 

39.6 

12 

13.9 

13.9 

20.9 

21.0 

253 

19 

526 

RAYCHEM 

1  068 

531 

1  196 

9 

-1 17.0 

NM 

NM 

2.3 

NM 

-15.8 

1356 

5 

527 

f  A  Li  a  1  f  f  A 

COMDISCO 

106  1 

493 

2007y 

14 

83.0 

-25 

4.1 

6.2 

6.9 

13.7 

4868 

13 

528 

f  r  i  r  nn  n  ii  r     n     rsiTi     r  ur  truf 

TELEPHONE  &  DATA  SYSTEMS 

1057 

506 

295 

23 

27.2 

'  4£ 

:  : 

-  : 

5.5 

6.9 

22 

o29 

RUSSELL 

1056 

504 

714 

4 

67.9 

5 

9.5 

9.4 

12.2 

15.2 

795 

10 

530 

ALEXANDER  &  ALEXANDER  SERVICES 

1056 

502 

1338 

7 

54.9 

-7 

4  ' 

-  ~ 

12.1 

13.1 

2809 

12 

531 

CABLETRON  SYSTEMS 

1043 

NR 

156 

67 

31.0 

51 

19.8 

22.0 

33.0 

33.0 

1 1 1 

46 

532 

MONTANA  POWER 

1043 

517 

450 

0 

95.0 

:e 

21.1 

16.5 

E  - 

11.6 

1985 

2 

533 

HAMILTON  OIL 

1043 

600 

236 

13 

30.9 

109 

13.1 

7.1 

7.3 

5.6 

897 

15 

534 

AVNET 

1040 

466 

1756 

-3 

56.6 

-11 

:  : 

3.5 

:  : 

7.2 

1 175 

4 

535 

FEDERAL  PAPER  BOARD 

1039 

560 

1366 

4 

118.2 

-42 

8.7 

15.7 

9.4 

NA 

2128 

32 

536 

TRANSCO  ENERGY 

1037 

448 

3081 

3 

50.6 

-59 

1.6 

4.1 

7.3 

2.5 

4500 

10 

537 

CHIRON 

1035 

841 

79y 

121 

4.0 

NM 

5.1 

NA 

3.5 

256 

NA 

538 

HARRIS 

1035 

436 

3065 

11 

36.0 

-70 

1.2 

4.4 

8.1 

3.6 

2595 

: 

539 

STORAGE  TECHNOLOGY 

1030 

796 

1 141 

16 

70.6 

94 

6.2 

3.7 

16.0 

14.2 

1008 

14 

540 

SMITH'S  FOOD  &  DRUG  CENTERS 

1027 

682 

2031 

17 

34.3 

31 

1.7 

1.5 

8.4 

13.2 

892 

22 

541 

SPIEGEL 

1026 

:"  '  : 

1993 

18 

61.5 

-16 

3.1 

4.3 

8.6 

14.6 

1744 

22 

542 

BOISE  CASCADE 

1025 

376 

4186 

-4 

75.3 

- 

1.8 

:  : 

4.6 

4.8 

^--[ 

16 

543 

PROVIDENT  LIFE  &  ACCIDENT 

1023 

505 

2751y 

4 

179.1 

21 

6.5 

5.6 

NA 

14.2 

13522 

14 

USAIR  GROUP 

1019 

423 

6559 

5 

-454.4 

^  '.■ 

NV 

N  V 

-29.4 

6469 

7 

545 

COMPUTER  SCIENCES 

1019 

645 

1679 

16 

68.0 

16 

4.0 

4.0 

12.3 

13.4 

952 

10 

546 

OWENS  CORNING  FIBERGLAS 

1017 

568 

3111 

4 

75.0 

-56 

:  - 

5.7 

:;  e 

NM 

1807 

-6 

547 

MFDIff.l   fiPF  INTFRNA  TIONAI 

1016 

839 

233 

67 

29  2 

-  - 

12  6 

11.6 

16.0 

15.2 

345 

41 

CADENCE  DESIGN  SYSTEMS 

1012 

721 

231 

45 

38.0 

45 

16.4 

"  ;  - 

NA 

26.0 

234 

37 

549 

UNISYS 

1011 

250 

10111 

0 

-436.7 

NM 

NM 

NM 

NM 

-26.9 

10289 

-4 

550 

PINNACLE  WEST  CAPITAL 

1010 

451 

1597 

6 

101.3 

-35 

6.3 

10.4 

5.8 

4.7 

7093 

-53 

551 

IPALCO  ENTERPRISES 

1009 

548 

611 

3 

101.9 

1 

16.7 

16.9 

10.1 

■ ;  ' 

1817 

_l 

552 

BMC  SOFTWARE 

1009 

925 

125 

53 

27.8 

55 

22.3 

21.9 

-E  - 

37.2 

103 

63 

: 

ARMSTRONG  WORLD  INDUSTRIES 

1001 

384 

2531 

1 

143.2 

-8 

5.7 

6.2 

NA 

19.4 

2122 

-2 

554 

NAVISTAR  INTERNATIONAL 

1000 

498 

3810 

-7 

-31.0 

s,  V 

x 

:  E 

NM 

-io.5  : 

3418 

-7 

555 

SANTA  FE  ENERGY  RESOURCES 

997 

NR 

383 

19 

17.0 

-33 

4.4 

7.8 

7.3 

8.3  : 

914 

1 

THE  1991  BUSINESS  WEEK  1000 


ALPHABETICAL  MO  OF  COMPANCS  BEGWS  ON  PAGE  187 


ALUATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

INDUSTRY  GROUP 

ECENT 
HARE 
PRICE 
$ 

12  MONTH 

PRICE 

INSTI- 

ANALYSTS' 

ESTIMATES 

HIGH/ 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL 

TURN- 
OVER 

FY 

1989 
ACTUAL 
$ 

1990 
ACTUAL 
$ 

1991 
EST 
$ 

VARI- 
ATION 

% 

29 

32/17 

131 

13 

4.35 

58 

7 

59 

39 

49.8 

09 

2.55 

2.13 

2.42 

8.8 

Electrical  C 

27 

27/13 

184 

24 

0.38 

9 

80 

86 

42 

105.3 

1 2 

1 .58 

1.10 

1 .57 

1 9.4 

Transportation  A 

27 

30/25 

169 

10 

8.04 

81 

5 

30 

41 

55.7 

08 

2.45 

2.73 

2.51 

5.6 

Utilities  A 

43 

51/20 

184 

1 1 

0.00 

0 

-13 

79 

26 

134.1 

12 

3.02 

4.02 

4.24 

6.4 

Office  equipment  B 

33 

33/21 

498 

25 

1 .80 

46 

40 

58 

34 

45.7 

12 

1.10 

1.31 

1 .52 

2.8 

Manufacturing  A 

36 

36/29 

130 

12 

7.44 

86 

16 

48 

31 

57.0 

1 2 

3.31 

3. 1 1 

3.41 

1 .5 

Utilities  A 

36 

38/28 

148 

12 

3.10 

37 

17 

68 

31 

74.8 

12 

2.54 

3.06 

3.29 

2.1 

Food  A 

25 

25/17 

160 

16 

2.76 

43 

31 

46 

45 

39.3 

1 2 

-1 .72 

1 .57 

1 .92 

4.9 

Chemicals 

43 

47/30 

88 

10 

5.09 

52 

7 

69 

25 

77.1 

1 2 

6.43 

4.23 

2.87 

1 2.3 

Chemicals 

70 

70/28 

514 

NM 

0.00 

0 

108 

58 

1  6 

393.2 

12 

0.01 

10.20 

0.24 

186.7 

Health  care  B 

32 

32/21 

235 

18 

1.24 

22 

34 

71 

33 

41.1 

08 

1.85 

1.82 

2.01 

1.2 

Health  care  A 

35 

46/26 

135 

26 

0.57 

1  5 

NA 

17 

31 

25.3 

1 2 

2.20 

1.35 

0.85 

41.6 

Containers  B 

50 

51/31 

216 

21 

1.21 

25 

30 

72 

22 

7 1 .9 

12 

1.41 

2.37 

2.53 

6. 1 

Fuel  C 

41 

42/30 

125 

13 

2.67 

35 

8 

56 

26 

67.3 

06 

5.27 

3.13 

3.71 

6.0 

Chemicals 

53 

53/29 

567 

27 

0.61 

16 

19 

47 

20 

1 16.5 

12 

1 .74 

1 .95 

2.31 

2.6 

Services  C 

29 

36/16 

145 

NM 

1.12 

DEF 

2 

71 

37 

92.0 

06 

1 .04 

-3.12 

0.47 

46.9 

Electrical  A 

28 

29/15 

175 

13 

1.02 

13 

10 

49 

39 

67.3 

09 

2.57 

2.09 

2.51 

5.9 

Office  equipment  C 

35 

41/22 

281 

41 

0.80 

33 

-8 

67 

30 

32.6 

12 

0.35 

0.86 

0.74 

25.8 

Telecomms.  A 

26 

31/16 

239 

16 

1.22 

19 

2 

44 

40 

39.8 

12 

1.57 

1 .65 

1 .79 

6.6 

Consumer  A 

26 

29/16 

252 

19 

3.85 

74 

6 

67 

41 

42.7 

12 

1  45 

1 .35 

1.56 

1 1.0 

Nonbank  fin.  A 

40 

40/1 1 

1110 

30 

0.00 

0 

239 

14 

26 

62.2 

02 

0.87 

1 .33d 

1 .73 

7.5 

Office  equipment  C 

21 

22/17 

132 

1 1 

7.09 

80 

7 

41 

50 

40.8 

12 

1 .45 

1  34 

1 .95 

4.0 

Utilities  A 

40 

45/30 

290 

37 

0.25 

9 

31 

27 

26 

57.7 

12 

0.48 

1 .08 

1.18 

8.2 

Fuel  B 

29 

34/22 

133 

19 

2.04 

38 

-6 

86 

35 

66.0 

06 

1.51 

1  57 

1 .90 

3.3 

Services  B 

26 

26/13 

1 28 

10 

3.86 

39 

7 

69 

40 

79.0 

1 2 

4.52b 

2.58 

2.06 

1 1.3 

Containers  B 

34 

47/27 

167 

64 

4.01 

257 

-15 

54 

31 

69.3 

1 2 

3.10 

0.53 

2.54 

1 7.7 

Utilities  B 

64 

64/26 

898 

NM 

0.00 

0 

1 13 

56 

16 

276.8 

12 

-1.51 

0.24 

0.79 

33.8 

Health  care  B 

27 

36/14 

103 

8 

3.91 

32 

-12 

74 

39 

80.3 

06 

3.00 

3.30 

2.56 

1 5.7 

Electrical  B 

32 

35/1 1 

207 

14 

0.00 

0 

57 

74 

33 

223.8 

12 

1 .40 

2.22 

2.49 

8.3 

Office  equipment  B 

41 

41/24 

394 

30 

0.89 

26 

57 

25 

25 

39.8 

12 

1.16 

1 .36 

1 .68 

2.6 

Food  C 

20 

27/10 

243 

17 

1.92 

32 

-22 

10 

52 

25.8 

12 

1.41 

1.18 

1.37 

1 3.5 

Retailing 

27 

42/20 

81 

17 

5.63 

94 

-26 

61 

38 

104.6 

12 

6.19 

1.62 

0.51 

160.7 

Paper  A 

22 

26/12 

81 

6 

4.18 

24 

-8 

43 

46 

50.8 

12 

3.17 

3.85 

4.05 

7.2 

Nonbank  fin.  B 

22 

34/13 

61 

NM 

0.00 

0 

-33 

71 

46 

136.5 

12 

-1.73  - 

10.89 

-2.19 

61.2 

Transportation  A 

64 

64/37 

202 

16 

0.00 

0 

35 

66 

16 

106.4 

03 

4.07 

3.97d 

4.41 

4.5 

Office  equipment  C 

25 

27/14 

NEG 

14 

0.00 

0 

15 

72 

40 

65.7 

12 

4.08 

1.78 

2.63 

15.0 

Housing  A 

51 

55/23 

529 

36 

0.00 

0 

123 

77 

20 

241.0 

12 

0.96 

1.41 

1.82 

2.1 

Health  care  C 

34 

34/13 

691 

28 

0.00 

0 

29 

64 

30 

183.3 

12 

0.93 

1.19 

1.57 

4.7 

Office  equipment  C 

6 

17/2 

49 

NM 

0.00 

0 

-65 

46 

162 

130.7 

12 

-4.71 

-3.45 

-0.56 

163.8 

Office  equipment  B 

12 

19/9 

68 

14 

0.00 

0 

-3 

43 

87 

84.9 

12 

1.44 

0.81 

1.38 

18.8 

Utilities  A 

27 

28/23 

137 

10 

6.70 

70 

17 

41 

38 

38.9 

12 

2.54 

2.58 

2.72 

2.0 

Utilities  A 

43 

43/18 

1351 

35 

0.00 

0 

87 

45 

23 

125.8 

03 

0.83 

1.22d 

1.58 

6.6 

Office  equipment  C 

27 

38/18 

157 

9 

4.30 

36 

-14 

73 

37 

93.4 

12 

3.17 

3.18 

1.80 

25.8 

Consumer  B 

4 

5/2 

175 

NM 

0.00 

0 

0 

42 

250 

57.9 

10 

0.23 

-0.16 

-0.15 

139.7 

Automotive  A 

16 

22/13 

484 

56 

0.77 

43 

NA 

21 

64 

37.7 

12 

0.48 

0.28 

0.79 

69.8 

Fuel  B 
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COMPANY 


MARKET  VALUE 


VIAE' 
AGO 

PANE 


SALES 

12 
MONTHS 
1990 
$  MIL 


CHANGE 
FROM 
1989 


551  i 

ROUSE 

993 

462 

530y 

7 

-1.8 

NM 

NM 

2.1 

-5.9 

-13.1 

2432 

10 

557 

STRIDE  RITE 

985 

692 

516 

14 

55.5 

20 

10.8 

10.2 

30.4 

30.6 

:  266 

6 

558 

SEAGATE  TECHNOLOGY 

985 

480 

2668 

48 

99.7 

-5 

3.7 

5.8 

12.8 

13.7 

1846 

-1 

559 

GENERAL  DYNAMICS 

985 

381 

10173 

1 

-639.4 

NM 

NM 

2.9 

NM 

-21.2 

1  6573 

0 

560 

BEMIS 

977 

613 

1128 

5 

50.9 

8 

4.5 

4.4 

13.2 

17.8 

:  756 

20 

561 

BANCORP  HAWAII 

976 

631 

954 

25 

95.7 

20 

10.0 

10.5 

16.3 

15.6 

:  10699 

29 

562 

LORAL 

970 

611 

1789 

55 

84.8 

23 

4.7 

6.0 

7.8 

13.4 

:  2440 

67 

563 

OCEAN  DRILLING  &  EXPLORATION 

966 

416 

238 

4 

45.2 

39 

19.0 

14.2 

9.5 

9.9 

'■  905 

-4 

564 

POTLATCH 

960 

471 

1253 

2 

98.6 

-28 

7.9 

11.1 

9.2 

11.0 

!  1708 

1 

565 

BIOGEN 

956 

NR 

50 

76 

7.7 

140 

15.4 

1  1.3 

5.4 

1.3 

:  158 

9 

566 

CARTER-WALLACE 

954 

614 

613 

14 

53.1 

7 

8.7 

9.2 

14.1 

14.0 

:  543 

9 

567 

POLICY  MANAGEMENT  SYSTEMS 

954 

696 

346 

30 

37.2 

39 

10.7 

10.1 

NA 

1  1.8 

■  488 

14 

568 

PSI  RESOURCES 

953 

573 

998 

-6 

127.1 

-8 

12.7 

13.1 

1  1.7 

19.1 

2041 

4 

569 

WEST  POINT-PEPPERELL 

949 

NR 

1228o 

-3 

-12.2 

NM 

NM 

0.0 

-15.8 

-1.0 

2550 

-27 

570 

PETRIE  STORES 

947 

499 

1293a 

3 

23.9 

-24 

1.8 

2.5 

4.0 

3.7 

•  886 

1 

571 

PERKIN-ELMER 

943 

519 

863 

6 

47.0 

6 

5.4 

5.4 

12.5 

11.5 

;  863 

-16 

572 

WORTHINGTON  INDUSTRIES 

941 

581 

926 

-1 

56.6 

-5 

6.1 

6.4 

14.5 

16.3 

:  591 

9 

573 

STRYKER 

940 

750 

281 

24 

23.6 

23 

8.4 

8  5 

16.5 

16.8 

210 

38 

574 

MAXUS  ENERGY 

939 

523 

685 

14 

7.3 

NM 

1.1 

NM 

1.7 

NM 

1470 

-1 

57.") 

HUNTINGTON  BANCSHARES 

937 

561 

1256 

8 

85.2 

-21 

6.8 

9.3 

20.7 

11.1 

1 1809 

1 

576 

CENTURY  TELEPHONE  ENTERPRISES 

936 

596 

249 

17 

31.1 

40 

12.5 

10.4 

9.1 

1 1.4 

706 

2 

577 

UNIVERSAL  FOODS 

936 

687 

806 

-8 

51.2 

21 

6.4 

4.9 

1  5  l 

20.1 

578 

10 

178 

COMMERCE  CLEARING  HOUSE 

927 

577 

716 

6 

40.7 

18 

5.7 

5.1 

16.2 

17.4 

617 

4 

5711 

IDAHO  POWER 

922 

550 

465 

-6 

69.2 

18 

14.9 

1/  1 

9.0 

1 1.0 

1680 

3 

580 

WENDY'S  INTERNATIONAL 

919 

894 

1002 

-5 

38.6 

63 

3.9 

2.3 

NA 

8.7 

769 

0 

581 

COMERICA 

919 

620 

1324 

6 

128.5 

66 

9.7 

6.2 

19.5 

17.1 

13300 

9 

582 

20th  CENTURY  INDUSTRIES 

915 

732 

800 

13 

98.7 

8 

12.3 

12.9 

26.6 

26.9 

1236 

17 

583 

SYNOPTICS  COMMUNICATIONS 

913 

NR 

176 

128 

28.2 

199 

16.0 

12.2 

27.5 

28.1 

128 

50 

58  1 

COOPER  TIRE  &  RUBBER 

913 

633 

896 

3 

66.5 

14 

7.4 

6.7 

15.1 

18.0 

616 

19 

585 

METRO  MOBILE  CTS 

911 

404 

241 

68 

-82.0 

NM 

NM 

NM 

NM 

NM 

392 

2 

586 

THOMAS  &  BETTS 

910 

553 

599 

10 

48.4 

-10 

8.1 

9.9 

12.1 

13.9 

586 

4 

587 

BLACK  &  DECKER 

909 

503 

4832 

35 

51.1 

NM 

1  1 

NM 

5.8 

6.5 

5890 

-6 

588 

VALHI 

906 

331 

1671 

-6 

73.7 

-28 

4.4 

5.7 

NA 

31.6 

2778 

-5 

58!) 

Arnrii 
UUUCN 

901 

487 

1563 

2 

55.9 

-4 

3.6 

3  8 

r  j  A 

11.1 

27 1 4 

9 

590 

VALERO  ENERGY 

900 

771 

1 169 

24 

94.7 

128 

8.1 

4.4 

14.1 

13.9 

1254 

23 

591 

OLIN 

898 

483 

2592 

3 

84.0 

-32 

3.2 

4.9 

10.4 

12.3 

1866 

-2 

592 

FIRST  FINANCIAL  MANAGEMENT 

894 

673 

925y 

39 

72.9 

28 

7.9 

8.5 

NA 

12.6 

5479 

11 

593 

DELMARVA  POWER  &  LIGHT 

892 

565 

81  1 

3 

37.3 

-59 

4.6 

1  1.6 

4  4 

4,6 

2134 

5 

594 

FIRST  OF  AMERICA  BANK 

887 

602 

1389 

6 

131.6 

7 

9.5 

9.4 

13.7 

14.5 

14039 

10 

595 

CYPRUS  MINERALS 

886 

521 

1866 

4 

1  1  1.0 

-53 

5.9 

13.1 

8.3 

8.1 

1919 

4 

596 

STONE  CONTAINER 

885 

428 

5756 

8 

95.4 

-67 

1.7 

5.4 

NA 

6.6 

6690 

7 

597 

CRANE 

884 

606 

1438 

-1 

62.7 

12 

4.4 

3.8 

16.7 

20.5 

715 

5 

598 

AMERICAN  NATIONAL  INSURANCE 

881 

538 

1  100 

1 

108.7 

-25 

9.9 

13.4 

NA 

NA 

4754 

5 

599 

CINTAS 

874 

718 

305 

16 

29.1 

19 

9.5 

9.3 

13.4 

16.9 

288 

23 

600 

HANNAFORD  BROTHERS 

872 

709 

1688y 

1  1 

42.2 

14 

2.5 

2.4 

12.6 

17.0 

629 

34 

PROFITS 

12 
MONTHS 
1990 


CHANGE 
FROM 
1989 


12 

MONTHS 
1990 


12  ON 
MONTHS  INVESTED 
1989  CAPITAL 


ON 
COMMON 
EQUITY 

% 


ASSETS 

12 
MONTHS 
1990 
$  MIL 
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ALUATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

INDUSTRY  GROUP 

XENT 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS' 

ESTIMATES 

HARE 
RICE 
$ 

HIGH/ 
LOW 
$ 

AS  %  OE 
BOOK 
VALUE 

P  E 
RATIO 

YIELD 

% 

PAYOUT 

TOTAL 
RETURN 

% 

TUTIONS 
HOLDING 

% 

SHRS 

OUT 

Mil 

TURN 
OVER 

% 

FY 

1989 
ACTUAL 
% 

1990 
ACTUAL 
% 

1991 
ESI 
$ 

VARI- 
ATION 

% 

21 

26/1 1 

3152 

NM 

2.91 

DEF 

-30 

39 

48 

83.0 

12 

0.16 

—0.09 

0.05 

NM 

Housing  Ft 

39 

39/20 

543 

18 

1 .24 

23 

64 

60 

25 

121.9 

1 1 

1.71 

2.11 

2.44 

2.0 

Consumer  A 

16 

20/ 6 

136 

8 

0.00 

u 

-22 

42 

64 

363.5 

06 

0.01 

1  oo 

1  .7  £. 

1  .DO 

21.8 

Office  equipment  B 

24 

39/ 1 9 

48 

NM 

4.23 

DEF 

-30 

52 

42 

58.3 

1  2 

7.01 

15.34 

5.64 

9.7 

Aerospace 

38 

38/26 

342 

19 

2. 1 9 

4z 

28 

38 

25 

23.8 

12 

1.80 

1  OQ 
1  .TO 

3.3 

Containers  6 

54 

55/32 

160 

10 

3.06 

30 

13 

63 

18 

97.5 

12 

4.92 

5.51 

6.04 

2.2 

Banks  D 

38 

41/24 

153 

11 

2.33 

25 

26 

75 

26 

101.9 

03 

3.08 

3.52d 

4. 1 3 

7.0 

Electrical  B 

19 

27/ 1 5 

212 

21 

1 .60 

34 

-26 

24 

52 

17.1 

12 

0.85 

0.88 

1  05 

33.4 

Fuel  C 

33 

45/23 

107 

10 

3.99 

39 

-14 

45 

29 

40.4 

12 

4.79 

0  A  1 

J. 4  1 

3.11 

13.3 

Paper  B 

37 

38/ 1 5 

663 

NM 

0.00 

0 

1  19 

56 

26 

267.4 

12 

0.01 

0.07 

0.32 

41.8 

Health  care  B 

63 

63/ 45 

252 

17 

1 .47 

25 

15 

36 

15 

32.6 

03 

3.30 

3.64d 

4. 1 7 

2.3 

Health  care  B 

49 

51/32 

303 

26 

0.00 

0 

47 

80 

19 

59.7 

12 

1 .60 

1 .92 

2.17 

1.6 

Nonbank  fin.  A 

18 

18/15 

152 

8 

5.03 

40 

14 

79 

54 

61.5 

12 

2.32 

2.20 

2.02 

6.5 

Utilities  A 

32 

47/ 1 9 

77 

NA 

u.uu 

-29 

NA 

30 

4.7 

12 

0.42 

NM 

Manufacturing  D 

20 

28/ 1 3 

148 

56 

0.99 

55 

-8 

23 

47 

45.5 

01 

0.69 

0.36d 

0.60 

18.3 

Retailing 

28 

31/19 

231 

26 

2.40 

62 

25 

75 

33 

80.6 

07 

1.08 

1.10 

1  5  1 

4.4 

Electrical  C 

24 

25/ 1 9 

271 

17 

2.51 

42 

13 

39 

39 

50.3 

05 

1.38 

1.43d 

1 .74 

7.5 

Metals  B 

40 

4 1  /20 

668 

40 

0.00 

0 

88 

67 

24 

64.9 

12 

0.82 

1 .00 

1  2M 

0.5 

Health  care  D 

9 

1 3/7 

NEG 

NM 

0.00 

0 

-19 

67 

100 

79.8 

12 

-0.86 

—0.38 

0.27 

103.3 

Fuel  B 

1 6 

17/9 

122 

1 1 

5.00 

55 

-2 

20 

59 

30.6 

12 

1.92 

1 .45 

2.00 

3.0 

Banks  B 

30 

34/22 

345 

30 

1 .38 

42 

18 

56 

31 

35.8 

12 

0.74 

1 .0 1 

1.12 

5.6 

Telecomms.  A 

37 

37/26 

367 

19 

2.08 

39 

38 

58 

26 

50.7 

09 

1.60 

1 .95 

2.18 

1.2 

Food  B 

53 

54/ 40 

396 

23 

2.66 

6 1 

14 

64 

18 

15.5 

12 

1.92 

2.29 

2.67 

6.8 

Publishing/TV  B 

// 

At I  /O 

156 

14 

6  86 

97 

3 

27 

34 

23.1 

12 

2.37 

1  O  1 

9.4 

Utilities  A 

1 0 

1 0/ 4 

207 

24 

2.53 

60 

100 

24 

97 

103.2 

12 

0.25 

0.40 

0.46 

10.5 

Leisure  A 

55 

55/32 

126 

7 

4.72 

35 

24 

63 

17 

97.5 

12 

4.56b 

7.43 

7.63 

3.9 

Banks  B 

36 

36/18 

250 

9 

1 .80 

1 7 

52 

23 

26 

59.8 

12 

3.55 

3.85 

3.36 

13.0 

Nonbank  fin.  B 

49 

52/ 1 5 

910 

35 

0.00 

0 

205 

73 

19 

336.7 

12 

0.61 

1  42 

1.94 

6.7 

Office  equipment  C 

22 

22/ 1 2 

247 

14 

1 .08 

1 5 

22 

67 

41 

74.9 

12 

1.42 

1 .6 1 

1 .77 

5.5 

Automotive  C 

1 5 

24/8 

NEG 

NM 

0.00 

0 

-31 

3 

63 

5.2 

09 

-0.72 

-1 .27 

-0.70 

14.3 

Telecomms.  A 

54 

62/ 40 

262 

19 

3.96 

75 

-1 

67 

17 

40.7 

12 

3.16 

2.84 

3.30 

8.4 

Electrical  A 

1 5 

1 9/ 8 

116 

18 

2.7 1 

48 

-23 

54 

62 

136.6 

12 

0.51 

0.84 

1 .07 

8.9 

Manufacturing  B 

8 

I  // 4 

389 

12 

2.50 

3 1 

-51 

3 

113 

4.0 

12 

0.90 

0.65 

NA 

NM 

Conglomerates 

2 1 

29/ 1 5 

180 

16 

5.92 

95 

-10 

48 

43 

66.5 

12 

1.68 

1  3  1 

1.56 

6.6 

Conglomerates 

22 

22/ 1 4 

143 

10 

1 .27 

1 2 

29 

73 

41 

121.1 

12 

0.98 

2.31 

1.95 

17.6 

Fuel  B 

47 

60/28 

145 

12 

4.66 

55 

-15 

51 

19 

72.7 

12 

6.02 

4.03 

4.22 

16.0 

Chemicals 

32 

32/14 

155 

12 

0.31 

4 

13 

58 

28 

84.9 

12 

2.29 

2.68 

3.01 

4.9 

Nonbank  fin.  A 

19 

20/17 

145 

31 

8.27 

257 

1 

27 

48 

40.6 

12 

1.80 

0.60 

1.73 

8.1 

Utilities  A 

25 

26/15 

112 

8 

4.85 

38 

20 

35 

36 

45.8 

12 

2.90b 

3.18 

3.26 

3.1 

Banks  B 

23 

28/14 

75 

10 

3.52 

34 

-13 

72 

39 

67.5 

12 

6.06 

2.38 

2.44 

30.6 

Metals  C 

15 

23/8 

61 

9 

4.88 

45 

-26 

45 

60 

85.9 

12 

4.76 

1.59 

0.36 

234.7 

Containers  B 

28 

28/18 

288 

NA 

2.65 

NA 

12 

60 

31 

38.5 

12 

1.69b 

1.96 

2.04 

3.9 

Manufacturing  A 

33 

38/27 

55 

8 

5.17 

43 

4 

20 

27 

19.9 

12 

3.59 

3.96 

3.69 

2.8 

Nonbank  fin.  B 

62 

62/39 

507 

28 

0.37 

10 

32 

34 

14 

31.4 

05 

1.88 

2.23d 

2.64 

2.5 

Services  E 

44 

44/30 

352 

21 

1.00 

21 

28 

33 

20 

18.7 

12 

1.91 

2.13 

2.35 

2.6 

Food  C 

lOTNOTES  TO  TABLES  APPEAR  ON  PAGES  150-151 
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llll  !WI  HI  M\|sn  Wllk   


COMPANY 


MARKET  VALUE 


SALES 


MARGINS 

Rl TURN 

$  MIL 

/EAR 

AIM") 
RANK 

12 
MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

% 

12 

MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

12 
MONTHS 
1990 

1? 

MONTHS 
1989 

ON 
INVESTED 
CAPITAL 

oh 
COMMON 
EQUITY 

12 
MONTHS 
1990 

CHANGE 
FROM 
1989 

601 

YELLOW  FREIGHT  SYSTEM 

871 

639 

2302 

4 

65.3 

251 

2.8 

0.8 

1  1.9 

13.9 

1116 

3 

602 

MYLAN  LABORATORIES 

870 

633 

94 

5 

33.0 

63 

35. 1 

22.6 

25.9 

22.7 

1 63 

20 

603 

ADOLPH  COORS 

869 

681 

1863 

6 

38.9 

196 

2.1 

0.7 

3.3 

3.5 

1 686 

g 

604 

BLOCK  DRUG 

869 

745 

496 

16 

51.0 

1  3 

10.3 

10.6 

13.1 

13.9 

506 

14 

605 

ALLEGHENY  LUDLUM 

868 

551 

1085 

-8 

68.9 

-48 

6.4 

1 1.3 

17.6 

19.6 

754 

4 

ill  16 

AMAX  GOLD 

863 

son 

150 

23 

28.3 

-15 

18.9 

27.4 

NA 

25.4 

1  57 

4 

607 

MINNESOTA  POWER 

862 

649 

477 

3 

74.6 

-16 

1  5.6 

19.2 

10.2 

13.3 

1619 

5 

l  II  is 

LEGENT 

860 

699 

181 

26 

34.7 

37 

19.2 

1  7.8 

2  1 .2 

21 .2 

1 96 

1 8 

liO!) 

JOHN  H.  HARLAND 

857 

549 

371 

8 

57.2 

_2 

15.4 

16.8 

18.9 

19.6 

344 

6 

610 

BOWATER 

851 

540 

1380 

_5 

87.4 

-40 

6.3 

10.0 

6.9 

8  9 

2298 

611 

MULTIMEDIA 

851 

570 

481 

4 

48.7 

26 

10.1 

8.4 

42.0 

NM 

536 

33 

612 

MANUFACTURERS  NATIONAL 

847 

638 

1  162 

6 

108.2 

1 

9.3 

9.8 

24.7 

14.7 

12078 

17 

613 

UNITED  HEALTHCARE 

844 

NR 

605y 

47 

33.9 

148 

5.6 

3.3 

25.6 

NA 

284 

28 

614 

LOSE  ENERGY 

843 

592 

699 

2 

82.7 

9 

1 1 .8 

11.1 

8.0 

1 1 .3 

2001 

5 

615 

NL  INDUSTRIES 

842 

429 

907 

_9 

93.5 

-45 

10.3 

17.0 

1  4.4 

5491.3 

1 967 

30 

616 

SILICON  GRAPHICS 

840 

780 

482 

41 

39.8 

97 

8.3 

5.9 

NA 

16.6 

394 

37 

617 

GENERAL  SIGNAL 

835 

527 

1695 

_3 

-13.3 

NM 

NM 

4.6 

NA 

-2.7 

1 295 

_2 

tils 

PORTLAND  GENERAL 

831 

595 

852 

7 

1 1 3.0 

3292 

1 3.3 

0.4 

7.8 

1  2.6 

2632 

2 

619 

NERCO 

829 

552 

828 

16 

80. 1 

1 8 

9.7 

9.6 

1 1 .0 

13.9 

1613 

24 

620 

ROCHESTER  TELEPHONE 

826 

586 

600 

4 

49.7 

-8 

8  3 

9.4 

NA 

1 1 .5 

1 180 

7 

621 

CABOT 

824 

593 

1714 

-8 

71.9 

NM 

4.2 

NM 

9.2 

13.1 

1837 

23 

622 

JWP 

821 

685 

2827 

40 

59.3 

27 

2  l 

2.3 

NA 

16.3 

1 484 

1 9 

623 

MERRY-GO-ROUND  ENTERPRISES 

819 

944 

628 

3 1 

37.5 

69 

6.0 

4.6 

23.7 

26.7 

241 

36 

624 

FIRST  HAWAIIAN 

818 

7  2  6 

541 

1 4 

71.5 

24 

13.2 

1  2. 1 

15.8 

160 

5509 

8 

625 

FRUIT  OF  THE  LOOM 

1  IVUI  1      VI       MIL      IvVI  1 

8 1 8 

604 

1 427 

8 

77. 1 

7 

5.4 

5.5 

1 0. 1 

1 8.7 

2 1 45 

1  4 

626 

OGDEN  PROJECTS 

816 

57.1 

369 

10 

36. 1 

42 

9.8 

7.6 

5.7 

17.2 

1877 

5 

627 

ATLANTIC  ENERGY 

813 

597 

717 

2 

79.9 

-1  1 

1 1 .2 

1  2.7 

8.2 

10.3 

2006 

8 

628 

VARIAN  ASSOCIATES 

809 

8  1  2 

1 287 

1 6.8 

-48 

1 .3 

2.7 

4.8 

4.3 

902 

-6 

629 

CIRCUIT  CITY  STORES 

809 

497 

2329 

1 8 

71 .4 

_] 

3. 1 

3.7 

1 5.7 

1 7.9 

982 

1  5 

630 

USFSG 

808 

249 

4399 

—6 

—461 .0 

N  M 

NM 

2.9 

1  I A 

-33.5 

1 3900 

2 

631 

TIMKEN 

807 

541 

1  701 

1  1 

55.2 

o 

3.2 

3.6 

5.9 

5. 1 

1815 

1 6 

632 

STANHOME 

805 

768 

676 

1 8 

51.1 

1  4 

7.6 

7.8 

27.4 

26.0 

393 

19 

633 

KANSAS  GAS  X  ELECTRIC 

l\HI1  JH  J     VHJ     U     LLll  1  nH 

802 

665 

587 

1 0 

64.2 

35 

10.9 

8.9 

8.7 

1 0.3 

2364 

_] 

634 

WITCO 

80 1 

629 

1 63 1 

3 

68.0 

94 

4  3 

3  3 

V  6 

1  1 .6 

1  1 79 

3 

635 

MITCHELL  ENERGY  &  DEVELOPMENT 

111  1  I  II  L  L  L     L  11  L  ft  V  1      U     V  L  l  L  L  u  r  1  1  L  11  1 

793 

526 

79 1 

20 

47.3 

55 

6.0 

4.6 

6.6 

7.8 

2 1 50 

5 

636 

NATIONAL  SEMICONDUCTOR 

787 

599 

1731 

7 

-169.6 

NM 

NM 

1 1 M 

r  j  m 

-27.6 

1210 

-1 1 

637 

CHRIS-CRAFT  INDUSTRIES 

783 

607 

298 

1 1 

291.7 

-38 

98.0 

176.9 

31.2 

30.6 

1981 

-2 

638 

KANSAS  POWER  &  LIGHT 

782 

610 

1 150 

2 

79.6 

9 

6.9 

6.5 

9.7 

1  2.4 

2016 

3 

639 

AST  RESEARCH 

777 

NP 

586 

22 

52.5 

360 

9.0 

2.4 

24.9 

26.9 

364 

30 

640 

TRANSATLANTIC  HOLDINGS 

777 

IIP 

576 

0 

61.9 

1  1 

10.8 

9.6 

15.3 

15.3 

1993 

NA 

641 

TOPPS 

776 

804 

290 

25 

50.9 

48 

17.6 

14.8 

133.3 

NM 

118 

9 

642 

BOSTON  EDISON 

775 

660 

1259 

-1 

79.6 

NM 

6.3 

NM 

-2.6 

8.i  ; 

3012 

5 

643 

CIPSCO 

773 

628 

601 

-1 

71.4 

0 

1 1.9 

1  1.8 

8.4 

10.9  : 

1722 

0 

644 

INLAND  STEEL  INDUSTRIES 

773 

464 

3870 

-7 

-20.6 

NM 

NM 

2.9 

NM 

-3.3  : 

3024 

5 

645 

ADVANCED  MICRO  DEVICES 

772 

643 

1059 

-4 

-53.6 

NM 

NM 

4.2 

NA 

-io.o  : 

1112 

-1 

PROFITS 


ASSETS 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAGE  187 


4LLIATI0N 

DIVIDENDS 

:  SHARES 

:  EARNINGS 

PER  SHARE 

:  INDUSTRY  CROUP 

CfNI 

12-MONTH 

PRICE 

•  INSTI- 

ANALYSTS' 

ESTIMATES 

HARE 
RICE 
$ 

HIGH/ 
LOW 
$ 

AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 

"° 

.  TUTIONS 
HOLDING 

% 

SHRS 
OUT 
•.'■11 

TURN- 
OVER 

% 

:  FY 

:  1989 
•  ACTUAL 
;  $ 

1990 
ACTUAL 
% 

1991 
EST 
$ 

VARI- 
ATION 

% 

31 

34/19 

186 

13 

3.03 

41 

23 

:  68 

28 

135.4 

12 

0.65 

2.31 

2.33 

10.7 

Transportation  D 

24 

25/14 

598 

25 

0.42 

1  1 

2 

'  38 

36 

172.4 

'  03 

:  0.72 

0.95d 

1.26 

13.3 

Health  care  B 

23 

27/17 

78 

22 

2.15 

48 

18 

:  33 

37 

1 17.8 

:  12 

■  0.36 

1.05 

1.69 

8.6 

Consumer  C 

49 

49/30 

236 

NA 

1.64 

NA 

37 

22 

18 

18.8 

03 

2.54 

NA 

NA 

NM 

Consumer  D 

26 

34/18 

246 

13 

3.34 

43 

2 

47 

33 

28.3 

:  12 

3.96 

2.07 

1.94 

1  8.7 

:    Metals  B 

14 

20/12 

775 

31 

0.56 

17 

-23 

10 

60 

8.8 

12 

0.55 

0.47 

0.61 

15.0 

:    Metals  C 

27 

28/22 

164 

1 1 

7.04 

80 

17 

21 

32 

25.7 

12 

2.90 

2.37 

2.34 

6.7 

Utilities  A 

41 

41/17 

526 

27 

0.00 

0 

41 

39 

21 

198.5 

09 

1.15 

1.52 

1.96 

3.0 

Office  equipment  C 

23 

26/18 

294 

15 

3.76 

57 

-1 

54 

37 

47.1 

12 

1.54 

1.52 

1.64 

4.1 

Office  equipment  A 

24 

29/16 

92 

10 

5.03 

52 

6 

65 

36 

85.5 

12 

3.86 

2.30 

1.83 

14.0 

Paper  B 

74 

83/53 

NEG 

19 

0.00 

0 

-6 

64 

12 

105.8 

12 

3.1 1 

3.95 

4.65 

5.6 

Publishing/TV  A 

55 

56/34 

1 15 

8 

4.22 

33 

12 

47 

15 

104.3 

12 

7.00b 

7.05 

7.39 

2.1 

Banks  B 

31 

34/9 

1671 

24 

0.10 

2 

222 

73 

27 

282.0 

12 

0.64 

1.29 

1.61 

9.8 

Health  care  C 

39 

42/35 

130 

1 1 

7.21 

82 

9 

25 

21 

41.5 

12 

3.20 

3.45 

3.45 

6.3 

Utilities  A 

13 

22/9 

NM 

9 

4.57 

42 

-43 

20 

64 

19.8 

12 

2.57 

1.42 

2.13 

74.9 

Chemicals 

47 

47/18 

357 

28 

0.00 

0 

26 

77 

18 

231.8 

06 

0.67 

1.67 

2.06 

3.1 

Office  equipment  B 

43 

59/31 

167 

NM 

4.15 

DEF 

-13 

79 

19 

79.6 

12 

4.12 

-0.69 

3.94 

8.4 

Electrical  C 

18 

18/15 

105 

8 

6.67 

55 

8 

36 

46 

56.3 

12 

-0.21 

2.17 

1.93 

6.2 

Utilities  A 

21 

26/17 

144 

10 

3.01 

31 

-9 

16 

39 

13.7 

12 

1.90 

2.05 

2.19 

6.5 

Fuel  A 

29 

38/25 

195 

17 

5.24 

87 

-4 

34 

29 

26.1 

12 

2.00 

1.72 

2.03 

8.0 

Telecomms.  B 

34 

34/23 

158 

12 

3.08 

38 

-1 

71 

24 

34.7 

09 

-0.40 

2.73 

2.85 

6.5 

Chemicals 

22 

30/13 

226 

14 

0.00 

0 

5 

56 

38 

1 15.9 

12 

1.27 

1.56 

1.85 

2.8 

Services  E 

24 

24/9 

584 

22 

0.33 

7 

1 10 

67 

34 

137.6 

01 

0.70 

1.10 

1.26 

8.4 

Retailing 

26 

26/15 

183 

10 

3.61 

38 

12 

32 

32 

37.2 

12 

2.14 

2.45 

2.64 

2.4 

Banks  D 

13 

15/6 

199 

11 

0.00 

0 

-5 

54 

62 

130.6 

12 

1.11b 

1.18 

1.37 

11.0 

Consumer  A 

22 

27/17 

388 

22 

0.00 

0 

-12 

6 

38 

17.4 

12 

0.74 

0.99 

1.28 

7.2 

Utilities  A 

35 

38/32 

121 

12 

8.37 

98 

3 

30 

23 

43.7 

12 

3.74 

3.02 

3.50 

5.9 

Utilities  A 

43 

43/23 

201 

66 

0.61 

41 

73 

72 

19 

138.6 

09 

1.53 

0.64 

3.10 

2.6 

Electrical  B 

18 

29/9 

203 

15 

0.57 

9 

-27 

89 

46 

136.9 

02 

1.70 

1.1 7d 

1.23 

22.0 

Consumer  B 

10 

30/7 

57 

NM 

10.39 

DEF 

-59 

34 

84 

1  1 1.3 

12 

1.21 

-5.71 

0.22 

296.2 

Nonbank  fin.  B 

28 

36/20 

75 

15 

3.64 

54 

-3 

64 

29 

50.8 

12 

1.88 

1.85 

1.76 

14.0 

Manufacturing  C 

41 

43/26 

410 

16 

2.23 

36 

57 

63 

20 

59.1 

12 

2.23 

2.54 

2.96 

1.4 

Consumer  D 

26 

28/20 

130 

13 

6.65. 

86 

32 

55 

31 

89.4 

12 

1.36 

2.00 

2.04 

3.0 

Utilities  A 

37 

37/22 

137 

13 

4.65 

58 

18 

67 

22 

52.1 

12 

1.60 

2.95 

3.17 

2.5 

Chemicals 

17 

25/15 

132 

17 

2.37 

40 

-16 

23 

47 

20.1 

01 

0.65 

1.00 

1.17 

25.7 

Fuel  B 

8 

9/3 

121 

NM 

0.00 

0 

-2 

53 

103 

121.0 

05 

-0.38 

-0.1  2d 

0.55 

28.4 

Electrical  D 

31 

35/23 

82 

3 

0.00 

0 

0 

46 

25 

27.9 

12 

18.36 

11.11 

NA 

NM 

Publishing/TV  A 

23 

24/20 

124 

10 

8.22 

83 

13 

25 

35 

34.8 

12 

2.05 

2.25 

2.31 

4.9 

Utilities  A 

28 

29/7 

398 

23 

0.00 

0 

209 

35 

28 

772.7 

06 

-0.32b 

1.21 

1.91 

5.5 

Office  equipment  B 

34 

34/19 

192 

13 

0.59 

7 

NA 

37 

23 

NA 

12 

NA 

2.71 

2.81 

6.1 

Nonbank  fin.  B 

17 

17/10 

NEG 

14 

1.21 

17 

65 

29 

47 

79.1 

02 

0.80 

1.1 5d 

1.29 

3.9 

Publishing/TV  B 

20 

21/17 

101 

12 

7.95 

99 

16 

25 

39 

48.1 

12 

-0.88 

1.60 

1.94 

5.2 

Utilities  A 

23 

23/20 

128 

12 

8.13 

96 

1 1 

22 

34 

54.0 

12 

1.91 

1.92 

2.14 

2.6 

Utilities  A 

25 

36/19 

57 

NM 

2.41 

DEF 

-26 

83 

31 

77.7 

12 

3.15 

-1.41 

-0.20 

546.8 

Metals  B 

9 

1 1/4 

121 

NM 

0.00 

0 

-2 

50 

82 

159.0 

12 

0.44 

-0.78 

0.21 

68.9  . 

Electrical  D 
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WE  COVER  THE  WATERFRONT.  ALL,  223,000  MILES  OF  IT. 

World  trade  in  goods  and  services  now  surpasses  $4  trillion  annually,  and  the  importers  and  exporters  for 
whom  the  AIG  Companies  provide  insurance  coverages  touch  virtually  every  coastline  in  the  world.  Our 
global  network  consists  of  people  with  deep  understanding  of  the  laws,  regulations,  customs  and  business 


actices  of  the  countries  in  which  they  work.  As  well  as  local  insurance  markets  and  needs.  That's  why 
iltinational  businesses  can  rely  on  our  people  and  our  services.  In  the  seven  decades  since  our  founding. 
?'ve  built  a  global  network  in  130  countries  andjurisdictions  that  could  not  be  duplicated  today.  At  any  cost. 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group.  Inc..  Dept.  A.  7(>  Pine  Street.  New  York.  NY  10270. 


>  4 

i 

> 

fflMDAMV 
v.  un  r«  n  i 

MADKFT 
nAKnc  1 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

i  MIL 

YEAR 
AGO 
RANK 

12 
MONTHS 
1990 
S  MIL 

CHANGE  : 

from  : 

1989  ; 

12 

MONTHS 
1990 
%  MIL 

CHANGE 
FROM 
1  989 

12 
MONTHS 
1990 

12 
MONTHS 
1989 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12 
MONTHS 
1990 
$  MIL. 

;hangi 
FROM 
19S9 

646 

KENTUCKY  UTILITIES 

771 

627 

554 

4 

80.1 

-3 

14.5 

15.5 

10.2 

13.7 

1  162 

3 

647 

A.  SCHULM AN 

770 

816 

732 

16  : 

38.3 

21 

5.2 

5.0 

15.9 

16.7 

372 

25 

648 

CISCO  SYSTEMS 

765 

NR 

116 

142  ; 

26.8 

228 

23.0 

17.0 

30.2 

30.2 

:  H3 

404 

649 

EQUITABLE  RESOURCES 

764 

630 

659 

29  : 

58.9 

16 

8.9 

9.9 

10.6 

1 1.7 

1 176 

3 

650 

UNION  BANK 

764 

618 

1686 

2  : 

146.5 

5 

8.7 

8.4 

NA 

NA 

16313 

6 

651 

SOTHEBY'S  HOLDINGS 

761 

439 

495a 

32  : 

128.5 

54 

26  0 

22.3 

49.2 

48.7 

652 

21 

652 

LANCE 

758 

667 

446 

3  : 

45.7 

2 

10.3 

10.4 

20.2 

20.2 

288 

4 

653 

MANOR  CARE 

755 

733 

757 

13  : 

30.1 

19 

4.0 

3.8 

8.5 

12.9 

937 

10 

654 

FIRST  ALABAMA  BANCSHARES 

754 

767 

612 

8  : 

68.9 

10 

1 1.2 

11.0 

NA 

13.1 

6344 

14 

655 

LONGS  DRUG  STORES 

746 

580 

2334 

1 1  : 

59.6 

-3 

2.6 

2.9 

15.7 

16.6 

625 

1  1 

656 

PEOPLES  ENERGY 

745 

617 

1090 

-13  : 

58.1 

-34 

5.3 

7.0 

8.1 

10.1 

1621 

-1 

657 

ROWAN 

744 

562 

292 

29  \ 

2.0 

MW 

0.7 

NM 

2.0 

0.4 

739 

0 

658 

OHIO  CASUALTY 

743 

518 

1604a 

l  : 

75.9 

-47 

4.7 

9.0 

NM 

13.2 

3253 

3 

659 

CHARMING  SHOPPES 

739 

843 

886 

10  : 

40.3 

1  1 

4.6 

4.5 

12.0 

12.8 

524 

15 

660 

TRINOVA 

737 

583 

1955 

l  : 

45.5 

36 

2.3 

1.7 

8.1 

7.6 

1314 

-3 

661 

WILMINGTON  TRUST 

735 

680 

428 

1 l  : 

67.0 

12 

15  7 

15  5 

36.2 

22.6 

3834 

2 

662 

ALBERTO-CULVER 

734 

727 

810 

i  i  : 

36.5 

20 

4.5 

4.2 

14.0 

15.6 

425 

18 

663 

TIFFANY 

733 

678 

456 

19  : 

36.7 

10 

8  0 

8  7 

20.5 

22.9 

287 

31 

664 

THERMO  ELECTRON 

732 

728 

705 

15  : 

33.9 

29 

4.8 

4.3 

NA 

1 1.9 

898 

36 

665 

LAFARGE 

730 

557 

1598 

7  i 

50.0 

-50 

3.1 

6.7 

5.1 

6.0 

1689 

9 

666 

OMNICOM  GROUP 

727 

725 

1  178 

17  \ 

52.0 

1 1 

4.4 

4.6 

13.2 

18.6 

1610 

14 

667 

WELLMAN 

725 

559 

828 

89  : 

61.6 

13 

'  4 

12.4 

12.0 

16.3 

891 

3 

6(58 

HAWAIIAN  ELECTRIC  INDUSTRIES 

723 

634 

1011 

u  : 

50.7 

-26 

5.0 

7.8 

5.8 

8.5 

3674 

17 

669 

ROCKEFELLER  CENTER  PROPERTIES 

722 

124y 

-2  : 

37.7 

9 

30.5 

33  1 

6.4 

1460 

-1 

670 

T2  MEDICAL 

721 

NR 

83y 

49  : 

17.6 

52 

21.2 

20.7 

12.9 

13.2 

159 

43 

671 

QUESTAR 

719 

658 

536 

5 

57.5 

13 

10.7 

10.0 

10.2 

12.7 

1059 

6 

672 

BROOKLYN  UNION  GAS 

718 

655 

956 

-5  : 

59.2 

-7 

6.2 

6.3 

8.3 

10.3 

1572 

1 

673 

BORLAND  INTERNATIONAL 

716 

NR 

191 

83  : 

22.6 

133 

11.8 

9  3 

27.5 

30.2 

124 

59 

674 

FIRSTAR 

712 

690 

976 

6  : 

97.6 

12 

10.0 

9.5 

NA 

14.2 

9383 

9 

675 

ALDUS 

708 

NR 

135 

37  : 

23.8 

39 

17.6 

17.3 

22.4 

22.5 

133 

52 

676 

NATIONAL  FUEL  GAS 

706 

654 

863 

-4  : 

48.8 

-15 

5.6 

6.4 

9.8 

10.1 

1548 

5 

677 

AFFILIATED  PUBLICATIONS 

701 

644 

536 

-2  : 

24.2 

-45 

4.5 

8  0 

NA 

1 1.4 

498 

6 

678 

ATLANTA  GAS  LIGHT 

701 

715 

962 

-2  \ 

48.1 

2 

5.0 

4.8 

8.9 

10.5 

1384 

2 

679 

ROLLINS  ENVIRONMENTAL  SERVICES 

699 

623 

206 

20  j 

27.8 

13.5 

' ;  M 

' :  ■ 

17.0 

236 

7 

680 

ECHLIN 

698 

653 

1652 

12  : 

44.8 

5 

2.7 

2.9 

6.4 

6.7 

1277 

20 

681 

STRATUS  COMPUTER 

697 

873 

404 

18  : 

37.0 

5 

9.2 

10.4 

16.2 

17.4 

321 

17 

682 

UNITED  INVESTORS  MANAGEMENT 

697 

663 

250a 

io  ; 

60.3 

16 

24.1 

22.9 

15.5 

15.7 

943 

22 

683 

WASHINGTON  WATER  POWER 

696 

707 

554 

5  \ 

72.1 

9 

13.0 

12.6 

9.3 

12.7 

1406 

2 

684 

MENTOR  GRAPHICS 

696 

689 

435 

2  : 

23.6 

-48 

5.4 

10.7 

NA 

7.2 

505 

49 

685 

NOBLE  AFFILIATES 

694 

668 

243y 

15  : 

28.6 

27 

1  1.7 

10.7 

8.7 

1 1.8 

565 

4 

686 

:  A.  G.  EDWARDS 

692 

793 

644y 

9  : 

54.6 

-5 

8.5 

9  8 

15.5 

14.7 

1 154 

15 

687 

CRAWFORD 

691 

763 

449 

20  ; 

32  1 

7.2 

7.4 

23.6 

23.7 

234 

17 

688 

HOLNAM 

690 

NR 

1075 

o  : 

-28.0 

NM 

NM 

0.8 

-1.9 

-3.2 

1487 

18 

689 

QUANTUM 

690 

983 

716 

82  : 

66.7 

6 

9.3 

10.5 

30.9 

30.9 

417 

89 

PREMARK  INTERNATIONAL 

688 

555 

2721 

8  : 

52.0 

-34 

1.9 

3.1 

5.6 

7.0 

2085 

24 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAGE  187 


/ALU  A 1  ION 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

INDUSTRY  GROUP 

KENT 
>HAR£ 
PRICE 
$ 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS' 

ESTIMATES 

HIGH/ 
LOW 
$ 

AS  %  Of 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

TOTAL 

Kt  1 UKN 

% 

TUTIONS 
HOLDING 

% 

SHRS 
'.All 

TURN- 

% 

FY 

1989 
$ 

1990 
i 

1991 
$ 

VARI- 

% 

20 

22/17 

142 

10 

7.36 

76 

10 

20 

38 

35.2 

12 

2.02 

1.97 

2.06 

3.4 

Utilities  A 

39 

41/21 

336 

22 

0.92 

20 

53 

59 

20 

47.3 

08 

1.53 

1.79 

2.05 

3.1 

Chemicals 

56 

61/20 

864 

56 

0.00 

0 

141 

37 

14 

413.3 

07 

0.34 

1.00 

2.57 

5.4 

Office  equipment  C 

37 

41/34 

151 

13 

3.88 

50 

-2 

58 

21 

31.7 

12 

2.43 

2.82 

2.96 

5.9 

Utilities  B 

24 

26/14 

NA 

6 

5.89 

33 

12 

NA 

32 

10.1 

12 

4.10 

4.23 

NA 

NM 

Banks  D 

15 

26/9 

288 

9 

6.39 

57 

-34 

15 

51 

73.7 

12 

1.96 

1.66d 

1.04 

31.3 

Services  E 

24 

27/19 

335 

17 

3.63 

60 

16 

38 

31 

22.2 

12 

1.42 

1.46 

1.62 

1.5 

Food  B 

20 

21/10 

324 

23 

0.66 

15 

40 

44 

38 

41.5 

05 

0.69 

0.86d 

1.05 

5.6 

Health  care  C 

23 

23/15 

144 

11 

4.00 

44 

43 

30 

33 

63.4 

12 

1.90 

2.10 

2.25 

2.2 

Banks  C 

37 

44/31 

208 

13 

2.82 

35 

-8 

34 

20 

28.4 

01 

3.01 

2.94 

3.23 

6.9 

Health  care  A 

23 

26/20 

134 

11 

7.30 

80 

-1 

38 

33 

27.9 

09 

2.39 

2.07 

2.36 

5.4 

Utilities  B 

10 

16/9 

153 

NM 

0.00 

0 

-1 1 

83 

73 

97.5 

12 

-0.52 

0.03 

0.45 

31.8 

Fuel  C 

42 

51/27 

117 

9 

5.98 

57 

0 

48 

18 

1  18.6 

12 

4.74 

4.38 

4.49 

13.0 

Nonbank  fin.  B 

15 

15/7 

258 

19 

0.81 

15 

51 

57 

50 

126.6 

01 

0.72 

0.79 

0.92 

5.1 

Retailing 

26 

29/15 

123 

17 

2.60 

45 

-8 

64 

28 

71.7 

12 

0.98 

1.51 

1.60 

1 1.3 

Manufacturing  A 

42 

45/30 

248 

1 1 

3.45 

38 

1 1 

39 

18 

40.2 

12 

3.40 

3.80 

4.05 

5.7 

Banks  A 

29 

34/19 

313 

22 

0.76 

17 

42 

15 

28 

14.4 

09 

1.13 

1.30 

1.46 

1.3 

Consumer  D 

48 

54/28 

457 

20 

0.59 

12 

23 

47 

15 

111.8 

01 

2.13 

2.34 

2.69 

3.4 

Retailing 

35 

35/22 

258 

21 

0.00 

0 

3 

32 

21 

62.4 

12 

1.35 

1.65 

1.94 

3.8 

Utilities  A 

14 

20/9 

87 

15 

2.81 

41 

-21 

14 

51 

14.1 

12 

1.98 

0.97 

0.87 

17.2 

Housing  A 

28 

28/16 

260 

14 

4.00 

55 

14 

69 

26 

68.5 

12 

1.81 

2.01 

2.15 

8.0 

Services  D 

22 

34/13 

191 

12 

0.54 

6 

-23 

71 

32 

153.7 

12 

1.84 

1.90 

1.99 

11.6 

Chemicals 

33 

37/27 

142 

16 

6.67 

109 

-3 

22 

22 

26.6 

12 

3.06 

2.02 

2.96 

5.2 

Utilities  A 

19 

20/15 

123 

19 

9.97 

190 

1 1 

24 

38 

28.7 

12 

1.11 

1.01 

0.95 

NM 

Housing  B 

48 

48/17 

542 

42 

0.00 

0 

113 

40 

15 

142.6 

09 

0.80 

1.13 

1.52 

2.6 

Health  care  C 

37 

40/33 

161 

13 

5.24 

67 

9 

79 

19 

34.2 

12 

2.55 

2.91 

3.06 

7.2 

Utilities  B 

29 

31/25 

134 

13 

6.61 

89 

0 

27 

25 

21.8 

09 

2.52 

2.14 

2.53 

3.5 

Utilities  B 

52 

54/13 

959 

29 

0.00 

0 

282 

33 

14 

565.8 

03 

0.90 

1.77d 

2.24 

7.6 

Office  equipment  C 

31 

31/22 

108 

7 

4.31 

32 

3 

37 

23 

23.3 

12 

3.73 

4.10 

4.29 

4.1 

Banks  B 

51 

51/17 

670 

31 

0.00 

0 

1 1 1 

58 

14 

387.9 

12 

1.21 

1.63 

1.96 

4.3 

Office  equipment  C 

23 

26/22 

146 

13 

6.17 

78 

-2 

29 

31 

20.3 

09 

1.93 

1.83 

2.06 

7.2 

Utilities  B 

10 

11/6 

330 

29 

2.40 

69 

-2 

47 

70 

30.1 

12 

0.63 

0.35 

0.34 

1  1.9 

Publishing/TV  B 

30 

32/27 

158 

15 

6.77 

101 

16 

22 

23 

30.8 

09 

1.90 

2.02 

2.38 

2.8 

Utiliiies  B 

12 

15/7 

427 

25 

0.77 

20 

-9 

41 

60 

82.2 

09 

-0.23 

0.46 

0.56 

10.3 

Services  C 

13 

14/9 

105 

15 

5.60 

82 

8 

78 

56 

49.8 

08 

0.80 

0.85 

0.89 

9.3 

Automotive  B 

34 

34/15 

328 

19 

0.00 

0 

18 

62 

21 

186.8 

12 

1.71 

1.77 

1.91 

6.2 

Office  equipment  B 

18 

19/14 

184 

12 

1.63 

19 

-1 

9 

38 

4.4 

12 

1.43 

1.57 

1.80 

2.8 

Nonbank  fin.  A 

30 

31/27 

138 

1 1 

8.27 

89 

13 

17 

23 

22.7 

12 

2.70 

2.78 

2.80 

4.1 

Utilities  A 

16 

26/9 

213 

31 

1.48 

45 

-1 

70 

43 

273.8 

12 

1.22 

0.53 

0.73 

18.0 

Office  equipment  C 

16 

19/13 

288 

24 

1.02 

25 

-3 

46 

44 

42.9 

12 

0.52 

0.65 

0.70 

32.5 

Fuel  C 

30 

30/15 

186 

12 

2.25 

28 

38 

47 

23 

43.3 

02 

2.56 

2.44d 

2.54 

9.9 

Nonbank  fin.  A 

20 

21/10 

509 

21 

1.79 

38 

61 

44 

35 

10.7 

12 

0.79 

0.91 

1.02 

6.4 

Nonbank  fin.  A 

5 

8/2 

1 19 

NM 

0.00 

0 

NA 

1 

135 

1.4 

12 

0.09 

-0.24 

NA 

NM 

Housing  A 

27 

27/12 

320 

1 1 

0.00 

0 

103 

63 

26 

630.9 

03 

1.71 

2.48d 

2.92 

5.6 

Office  equipment  B 

22 

28/13 

93 

14 

3.75 

51 

-19 

64 

31 

65.6 

12 

2.24 

1.64 

2.27 

6.3 

Conglomerates 
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I  11C  DUM11C5  5    WCCJV  1VVU 


COMPANY 

Vi  A  n  V  Z  T 

U  II  lie 

VALUE 

C  1 1  c  c 

n  n  n  z  i  t  c 

MARGINS 

RETURN 

i  C  C  C  T  C 
Abbt IS 

$  MIL 

YEAR 
AGO 
RANK 

12 
MONTHS 
1990 
$  MIL 

CHANGE  • 
EROM  : 
1989 

%  : 

12 

MONTHS 
1990 
$  MIL 

CHANGE 
EROM 

]  'VK'J 

% 

12 
MONTHS 
1990 

% 

12 
MONTHS 
1989 

% 

ON 
INVESTED 
1  APITAI 

% 

ON 
COMMON 
EQUITY 

% 

12 

MONTHS 
1 990 
$  MIL. 

CHANG 
EROM 

691 

WPL  HOLDINGS 

687 

724 

619 

2  : 

63.3 

15 

10.2 

9.1 

10.1 

13.6 

1252 

4 

85)2 

BEVERLY  ENTERPRISES 

685 

NR 

2113 

o  : 

12.9 

NM 

0.6 

NM 

7.4 

3.1 

1677 

3 

693 

TOSCO 

684 

NR 

2158 

50  ; 

123.2 

205 

5.7 

2.8 

22.8 

34.0 

1024 

10 

694 

PRECISION  CASTPARTS 

681 

790 

520 

is  : 

32.6 

21 

6.3 

'  6.1 

11.9 

12.7 

408 

15 

695 

PITISTON 

680 

671 

1 85 1  y 

13 

46.2 

1 117 

2.5 

0.2 

9.6 

9.6 

1120 

14 

696 

CYPRESS  SEMICONDUCTOR 

680 

819 

225 

13  : 

33.2 

8 

14.8 

15.4 

13.6 

13.7 

309 

8 

697 

MORRISON  KNUDSEN 

678 

729 

1653 

-24  ; 

34.5 

7 

2.1 

1.5 

8.6 

13.0 

939 

30 

698 

IMMUNEX 

678 

NR 

31 

32  : 

-9.9 

NM 

NM 

NM 

NM 

-17.0 

121 

38 

699 

ARGONAUT  GROUP 

678 

697 

61 1 

12  : 

89.7 

10 

14.7 

14.9 

19.3 

19.3 

1969 

2 

700 

EASTERN  ENTERPRISES 

676 

672 

950 

13  : 

64.0 

13 

6.7 

6.7 

10.4 

12.3 

1 138 

5 

Till 

MAGMA  POWER 

676 

640 

86y 

36  : 

30.2 

35 

35.2 

35.3 

14.2 

17.5 

325 

15 

Till' 

MARSHALL  &  ILSLEY 

673 

657 

833 

6  : 

71.3 

17 

8.6 

10.9 

15.3 

1 1.9 

7460 

4 

703 

STAR  BANC 

672 

766 

663 

4 

64.9 

12 

9.8 

9.1 

NA 

13.0 

6295 

6 

70  1 

SHAW  INDUSTRIES 

670 

569 

1659 

31  : 

59  5 

7 

3.6 

4  4 

14  1 

29.5 

791 

15 

705 

HARSCO 

669 

695 

1760 

26  : 

72.5 

538 

4.1 

0.8 

14.9 

16.6 

991 

1 

Toil 

OLD  KENT  FINANCIAL 

669 

662 

870 

l  • 

87.5 

2 

10.1 

9.9 

17.4 

14.6 

8205 

1 

707 

MERCANTILE  BANKSHARES 

669 

711 

465a 

8  : 

66.3 

7 

14.2 

14.3 

NA 

14.4 

4394 

13 

70S 

NEW  PLAN  REALTY  TRUST 

666 

735 

55y 

9  : 

35.4 

1  1 

64.4 

63.0 

NM 

12.5 

306 

2 

709 

SAVANNAH  FOODS  &  INDUSTRIES 

665 

647 

1214 

1 1  : 

48.6 

18 

4.0 

3.7 

20.4 

25.2 

496 

3 

710 

LEE  ENTERPRISES 

663 

688 

309y 

14  ; 

43.8 

1 

14.2 

15.9 

14.8 

24.8 

463 

36 

711 

EDISON  BROTHERS  STORES 

662 

636 

1254 

17  '■ 

59.0 

-4 

4.7 

5.7 

15.7 

19.0 

770 

49 

712 

SCIMED  LIFE  SYSTEMS 

660 

980 

100 

79  : 

26.0 

95 

26.1 

24.0 

34.3 

34.1 

90 

150 

713 

APACHE 

659 

747 

273y 

1 1  : 

40.3 

82 

14.7 

9.0 

8.8 

10.6 

830 

9 

71  1 

GATX 

656 

712 

870y 

24  : 

82.9 

26 

9.5 

9.4 

8.9 

12.7 

3295 

13 

715 

TEKTRONIX 

656 

914 

1396 

-2  \ 

-70.1 

NM 

NM 

0.2 

NM 

-16.8 

909 

-10 

716 

HELMERICH  &  PAYNE 

652 

575 

188 

5  : 

36.2 

-15 

19.3 

24.0 

7.3 

7.4 

581 

-2 

717 

J.  M.  SMUCKER 

650 

820 

446 

10  : 

31.1 

7 

7.0 

7.2 

16.7 

17.2 

239 

10 

718 

WETTERAU 

649 

744 

5588 

8  : 

50.1 

9 

0  v 

0.9 

1 1.2 

23.0 

1200 

15 

71!) 

LONGVIEW  FIBRE 

646 

700 

671 

-3  • 

49.7 

-17 

7.4 

8.7 

9.0 

1 3.0 

864 

14 

720 

CUC  INTERNATIONAL 

642 

962 

426a 

24  : 

1  4.2 

r  j  m 

3.3 

NM 

30.2 

NM 

229 

14 

721 

PEP  BOYS-MANNY,  MOE  &  JACK 

639 

713 

888a 

IS 

39.3 

7 

4.4 

4.9 

8.5 

11.6 

755 

14 

7  22 

CONTINENTAL  BANK 

638 

543 

3070 

-7  : 

88.0 

-69 

2.9 

8.7 

33.1 

4.4 

27143 

-8 

723 

RPM 

638 

865 

489 

23  j 

29.7 

14 

6  1 

6.6 

1 1.3 

14.7 

392 

27 

724 

BP  PRUDHOE  BAY  ROYALTY  TRUST 

634 

NR 

69a 

NA 

68.4 

NA 

99.3 

NA 

r  J  m 

13.8 

497 

-5 

725 

MERIDIAN  BANCORP 

629 

677 

1272 

14  : 

48.5 

-53 

3.8 

9.2 

17.3 

7.1 

1  1866 

0 

72(1 

ECOLAB 

628 

684 

1390 

6 

53.7 

1607 

3.9 

0.2 

1 1.2 

14.0 

1010 

3 

727 

n  i  ii  i  urn 

DANAHER 

627 

954 

840y 

12  : 

35.7 

-24 

4.3 

6.3 

8.7 

1 1 .3 

745 

47 

728 

OVERSEAS  SHIPHOLDING  GROUP 

626 

558 

400y 

29 

55.9 

7 

14.0 

16.8 

7.2 

8.0 

1498 

-3 

729 

HARNISCHFEGER  INDUSTRIES 

626 

659 

1735 

io  : 

69.1 

17 

4.0 

3.7 

12.8 

11.9 

1581 

9 

730 

BAROID 

621 

679 

599 

25  : 

19.6 

32 

3.3 

3.1 

4.6 

4.1 

591 

15 

731 

CENTURY  COMMUNICATIONS 

621 

746 

256 

22 

-64.6 

NM 

NM 

NM 

NM 

NM 

1227 

12 

732 

NEVADA  POWER 

619 

701 

481 

16 

25.0 

-51 

5.2 

12  4 

5.4 

5.1 

1250 

15 

7:i:: 

CROMPTON  &  KNOWLES 

618 

961 

390 

io  : 

30.0 

22 

7.7 

6.9 

17.5 

26.7 

283 

30 

734 

FMC  GOLD 

615 

616 

153 

1 

39.4 

-19 

25.8 

32.2 

16.5 

16.5 

268 

58 

735 

SURGICAL  CARE  AFFILIATES 

615 

NR 

124 

5i  : 

1  1.5 

82 

9.3 

7.7 

23.9 

24.3 

132 

24 
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ALUAIION 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

:  INDUSTRY  GROUP 

ECENT 

12-MONTH 

PRICE 

INSTI 

ANAI  i '. T ' 

;  ,    .  .  .  *.  1  c 

HARE 
i 

HIGH/ 
$ 

AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

% 

PAYOUT 

TOTAL 
RETURN 

TUTIONS 
HOLDING 

SHRS 
OUT 

VII 

TURN- 
OVER 

% 

FY 

1989 

':  % 

1990 
$ 

1991 
$ 

VARI 

% 

26 

26/20 

157 

12 

6.99 

81 

20 

18 

27 

25.3 

12 

:  1.93 

2.23 

2.25 

2.7 

Utilities  A 

10 

10/4 

165 

55 

0.00 

0 

103 

56 

66 

168.3 

12 

-1.96 

0.19 

0.37 

18.1 

Health  care  C 

23 

25/15 

201 

6 

2.62 

15 

-2 

33 

30 

128.5 

12 

1.24b 

3.94 

2.91 

15.3 

;    Fuel  B 

39 

40/26 

266 

20 

0.31 

6 

32 

59 

17 

52.5 

03 

1.70 

1.98d 

2.72 

7.5 

Metals  C 

18 

22/14 

142 

15 

1.10 

16 

-1 

72 

37 

95.5 

12 

0.10 

1.24 

1.80 

1 1.7 

:    Fuel  A 

19 

19/8 

281 

22 

0.00 

0 

55 

73 

36 

103.4 

12 

0.80 

0.87 

1.04 

4.1 

.    Electrical  D 

58 

61/30 

256 

20 

2.57 

51 

7 

79 

12 

1 10.1 

12 

2.81 

2.90 

3.43 

5.2 

Services  A 

56 

56/16 

1  114 

NM 

0.00 

0 

153 

44 

12 

424.4 

12 

-1.99 

-1.10 

-0.08 

464.2 

Health  care  B 

76 

78/53 

146 

8 

2.11 

16 

10 

23 

9 

27.0 

12 

8.26 

9.76 

10.00 

7.5 

Nonbank  fin.  B 

29 

32/23 

130 

1 1 

4.79 

51 

-1 

70 

23 

53.0 

12 

2.43 

2.77 

2.78 

3.7 

Utilities  B 

30 

38/22 

392 

22 

0.00 

0 

-20 

30 

23 

47.0 

12 

1.01 

1.32 

1.64 

1  1.3 

Utilities  A 

32 

35/23 

114 

10 

3.72 

39 

1 

29 

21 

27.1 

12 

3.63b 

3.09 

3.65 

4.6 

Banks  B 

23 

24/15 

134 

10 

4.13 

43 

29 

33 

29 

20.3 

12 

2.01 

2.23 

2.31 

4.1 

Banks  B 

25 

34/15 

332 

12 

2.01 

24 

-15 

51 

27 

93.4 

06 

1.57 

2.11 

1.86 

10.5 

Manufacturing  D 

26 

28/18 

153 

9 

4.71 

43 

4 

43 

26 

32.5 

12 

0.43 

2.77 

2.64 

18.7 

Manufacturing  A 

25 

29/18 

112 

8 

4.62 

37 

-6 

37 

27 

46.8 

12 

2.89b 

3.12 

3.28 

3.0 

Bonks  B 

24 

25/13 

145 

10 

3.62 

37 

-4 

37 

28 

47.9 

12 

2.40 

2.32 

2.48 

2.8 

Banks  A 

19 

20/14 

239 

19 

5.93 

1 1 1 

15 

26 

35 

21.2 

07 

0.95 

1  01 

1  07 

4.6 

Housing  B 

25 

33/19 

344 

14 

1.94 

27 

-5 

36 

27 

42.3 

12 

1.53 

1.80 

1.89 

1.2 

Food  B 

29 

30/20 

376 

16 

2.64 

42 

5 

31 

23 

21.6 

09 

1.74 

1.82 

1.85 

3.1 

Publishing/TV  B 

31 

49/18 

208 

1 1 

3.35 

37 

0 

55 

21 

81.4 

01 

3.04 

2.78 

3.06 

1 1.8 

Retailing 

45 

45/19 

866 

23 

0.00 

0 

130 

77 

15 

613.5 

02 

1.29 

1.93d 

2.27 

5.4 

Health  care  D 

15 

21/12 

174 

16 

1.90 

31 

-3 

57 

45 

97.3 

12 

0.64 

0.90 

1.01 

18.3 

Fuel  B 

34 

37/18 

120 

9 

3.21 

30 

13 

83 

19 

52.0 

12 

3.18 

3.61 

3.84 

6.7 

Transportation  C 

23 

23/12 

158 

14 

2.67 

38 

54 

73 

29 

86.1 

05 

-3.19 

1.56d 

1.95 

18.9 

Electrical  C 

27 

38/23 

133 

14 

1.73 

23 

-18 

65 

24 

77.3 

09 

0.94 

1.97 

1.27 

18.9 

Fuel  C 

44 

47/32 

359 

20 

1.55 

31 

41 

46 

15 

21.7 

04 

2.05 

2.19d 

2.45 

2.0 

Food  B 

31 

36/24 

301 

13 

2.08 

28 

22 

37 

21 

53.5 

03 

2.00 

2.28d 

2.59 

3.9 

Food  A 

13 

14/9 

169 

1 1 

4.40 

49 

9 

19 

52 

32.1 

10 

1.21 

1.13 

0.87 

27.9 

Containers  B 

20 

20/10 

NEG 

39 

0.00 

0 

71 

54 

33 

65.5 

01 

0.25 

0.50d 

0.88 

4.9 

Office  equipment  A 

12 

17/8 

188 

17 

1.04 

18 

14 

55 

56 

86.3 

01 

0.63 

0.68d 

0.78 

10  1 

Retailing 

12 

20/7 

54 

13 

8.42 

105 

-21 

42 

54 

69.3 

12 

4.64 

0.95 

1.78 

16.3 

Banks  B 

21 

21/12 

316 

19 

2.95 

57 

33 

34 

30 

58.2 

05 

0.98 

1.09d 

1.25 

6.2 

Housing  A 

30 

36/27 

128 

NA 

14.09 

NA 

1 1 

29 

21 

44.5 

12 

1.90 

t  1A 

NA 

NM 

Fuel  B 

16 

19/9 

92 

13 

7.74 

100 

-8 

47 

41 

66.2 

12 

2.32 

1.20 

1.89 

15.2 

Banks  A 

27 

28/17 

191 

14 

2.63 

36 

4 

70 

24 

56.8 

12 

0.10 

1.95 

2.16 

3.9 

Consumer  D 

22 

24/14 

199 

17 

0.00 

0 

31 

27 

28 

45.2 

12 

1.98 

1.34 

1.85 

7.8 

Manufacturing  B 

19 

27/13 

90 

12 

2.65 

31 

-30 

54 

33 

29.4 

12 

1.46 

1.63 

1.75 

24.7 

Transportation  D 

20 

25/12 

107 

9 

2.03 

18 

-18 

71 

32 

114.2 

10 

1.66 

2.18 

1.98 

7.9 

Manufacturing  C 

8 

15/5 

129 

30 

2.39 

71 

-25 

33 

74 

63.5 

12 

0.25 

0.28 

0.44 

9.2 

Fuel  C 

10 

10/3 

NEG 

NM 

0.00 

0 

-3 

13 

65. 

9.9 

05 

-0.97 

-0.99d 

-0.94 

21.1 

Publishing/TV  A 

22 

23/20 

143 

28 

7.44 

205 

4 

1  1 

29 

31.5 

12 

1.81 

0.78 

1.77 

7.0 

Utilities  A 

26 

27/15 

549 

21 

1.62 

34 

74 

47 

24 

57.4 

12 

1.00 

1.22 

1.42 

4.0 

Chemicals 

8 

13/6 

257 

15 

0.60 

9 

-36 

8 

73 

9.1 

12 

0.75 

0.56 

0.47 

44.7 

Metals  C 

28 

30/9 

1299 

57 

0.29 

16 

214 

38 

22 

147.6  : 

12  : 

0.29 

0.49 

0.66 

4.9  : 

Health  care  C 
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COMPANY 

•  MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

:  ASSETS 

$  MIL 

YEAR 
AGO 
RANK 

12 
MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

12 
MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

12 
MONTHS 
1990 

% 

12 

MONTHS 
1989 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

12 
MONTHS 
1990 
$  MIL 

CHANC, 
FROW 
1989j 

736 

UTILICORP  UNITED 

614 

834 

894 

16 

58.9 

22 

6.6 

6.3 

10.5 

12.6 

1845 

26 

737 

DIAMOND  SHAMROCK 

613 

736 

2708 

30 

77.5 

29 

2.9 

2.9 

14.5 

22.4 

1  134 

10 

7::s 

ROCHESTER  GAS  &  ELECTRIC 

613 

702 

831 

-2 

59.9 

-16 

7.2 

8.4 

7.5 

9.3 

1864 

' 

739 

M.  A.  HANNA 

612 

666 

1 116 

1 

55.9 

-36 

5.0 

7.8 

9.9 

9.8 

1065 

3 

740 

INTELLIGENT  ELECTRONICS 

611 

NR 

1534 

58 

33.5 

117 

2.2 

1.6 

23.1 

25.4 

432 

56 1 

741 

CRESTAR  FINANCIAL 

607 

579 

1264 

7 

61.1 

-41 

4.8 

8.8 

23.8 

8.1 

:  11881 

5 

742 

DEXTER 

606 

774 

908 

7 

42.2 

-2 

4.6 

5.1 

10.7 

12.3 

:  762 

10 

743 

MICRON  TECHNOLOGY 

605 

806 

347 

-14 

-4.4 

NM 

NM 

18.4 

NA 

-0.9 

665 

-3 

744 

OREGON  STEEL  MILLS 

601 

NR 

334 

44 

28.5 

37 

8.5 

9.0 

21.0 

21.6 

244 

50  1 

74.". 

AMSOUTH  BANCORPORATION 

600 

765 

896 

1 

76.7 

21 

8.6 

7.1 

20.8 

13.3 

8706 

2 

746 

GENZYME 

600 

NR 

55y 

60 

-27.2 

NM 

NM 

NM 

NM 

-28.4 

!  117 

747 

BALL 

599 

691 

1357 

1  1 

50.2 

40 

3.7 

2.9 

10.1 

13.1 

1308 

39 

748 

ALLEGHANY 

598 

753 

1407 

21 

68.6 

25 

4.9 

4.7 

NA 

10.7 

4185 

148 

749 

BATTLE  MOUNTAIN  GOLD 

597 

530 

143 

9 

16.0 

-39 

11.2 

20.2 

3.5 

5.4 

503 

56 

750 

BOB  EVANS  FARMS 

597 

885 

493 

12 

31.8 

13 

6.4 

6.4 

14.0 

14.1 

271 

751 

ITEL 

596 

534 

1977 

6 

-32.8 

NM 

NM 

NM 

NA 

-8.4 

4224 

752 

CABLEVISION  SYSTEMS 

593 

751 

549a 

12 

-277.0 

NM 

NM 

NM 

NM 

NM 

1642 

75:: 

HANOVER  INSURANCE 

593 

NR 

1710a 

7 

46.6 

-28 

2.7 

4.0 

NA 

7.1 

3151 

9 

754 

SHONEY'S 

593 

828 

926a 

10 

29.6 

56 

3.2 

2.2 

28.8 

NM 

400 

0 

755 

U.  S.  BIOSCIENCE 

590 

NR 

0 

NM 

-4.9 

NM 

NM 

NM 

NM 

-13.6 

40 

177 

75(i 

OLD  REPUBLIC  INTERNATIONAL 

588 

842 

1240 

6 

104.6 

6 

8.4 

8.5 

10.9 

14.1 

3329 

7 

757 

SBARRO 

584 

NR 

1  9  1  y 

29 

20.5 

41 

10.7 

9.7 

24.1 

24.0 

133 

23 

758 

FIRST  VIRGINIA  BANKS 

581 

734 

570 

7 

65.1 

-3 

1  1.4 

12.6 

NA 

13.3 

5384 

5 

7511 

STEWART  8.  STEVENSON  SERVICES 

579 

848 

667a 

20 

31.3 

20 

4.7 

4.7 

16.0 

17.7 

364 

33 

760 

CONSOLIDATED  FREIGHTWAYS 

578 

703 

4209 

12 

-28.0 

NM 

NM 

0.2 

NM 

-7.0 

2412 

1 

761 

AIR  &  WATER  TECHNOLOGIES 

577 

NR 

649 

13 

6.0 

NM 

0.9 

NM 

5.1 

3.0 

600 

26 

762 

WASHINGTON  GAS  LIGHT 

576 

764 

684 

-14 

42.5 

-27 

6.2 

7  3 

8.4 

9.9 

1056 

1 

76. 

U.  S.  CELLULAR 

575 

608 

63 

56 

-14.7 

NM 

NM 

NM 

NM 

-17.5 

221 

33 

764 

A.  H.  BELO 

573 

675 

439 

5 

29.6 

26 

6.7 

5.6 

NA 

13.2 

694 

-1 

765 

CALMAT 

573 

584 

425y 

-10 

30.4 

-55 

7.2 

14.5 

NA 

7.7 

587 

-27 

766 

FIRST  BRANDS 

570 

883 

1050 

-9 

42.0 

-30 

4.0 

5  2 

12.1 

15.3 

806 

-2 

767 

AMERICAN  WATER  WORKS 

570 

789 

571 

8 

57.1 

18 

10.0 

9.2 

8.7 

11.0 

2043 

10 

768 

U.  S.  SHOE 

569 

542 

2771a 

12 

51.7 

18 

1.9 

1.8 

9.0 

9.2 

1266 

6 

76!) 

HON  INDUSTRIES 

569 

720 

664 

10 

43.2 

57 

6.5 

4.6 

NA 

32.8 

277 

-3 

770 

OSHKOSH  B'GOSH 

569 

779 

323 

3 

29.6 

-21 

9.1 

1 1.9 

20.4 

20.2 

183 

5 

771 

WALLACE  COMPUTER  SERVICES 

569 

769 

455 

2 

39.3 

2 

8.6 

8.7 

13.1 

13.6 

382 

8 

772 

FLEETWOOD  ENTERPRISES 

569 

770 

1449 

-6 

36.4 

-34 

2.5 

3.6 

10.9 

8.6 

762 

12 

773 

WATTS  INDUSTRIES 

568 

890 

322 

27 

29.1 

17 

9.1 

9.9 

13.0 

15.6 

303 

10 

774 

WISCONSIN  PUBLIC  SERVICE 

566 

805 

589 

1 

49.0 

0 

8.3 

8.4 

9.6 

12.1 

1009 

-1 

775 

LEGGETT  S  PLATT 

565 

782 

1089 

10 

29.4 

-36 

2.7 

4.6 

7.3 

9.3 

676 

19 

776 

McCLATCHY  NEWSPAPERS 

565 

674 

421 

1  1 

26.4 

-22 

6.3 

8.9 

8.0 

8.6 

468 

6 

777 

SYNOVUS  FINANCIAL 

565 

761 

391 

20 

35.1 

21 

9.0 

8.9 

MA 

NA 

2921 

14 

778 

SEQUA 

564 

683 

2200a 

18 

61.2 

-12 

2.8 

3.7 

6.8 

7.8 

2401 

12 

779 

FHP  INTERNATIONAL 

563 

854 

1  154 

41 

32.2 

23 

2.8 

3.2 

16.9 

20.0 

479 

32 

780 

COMMODORE  INTERNATIONAL 

563 

NR 

996 

15 

40.2 

466 

4.0 

0.8 

NM 

13.1 

748 

6 
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VALUATION 

DIVIDENDS 

SHARES 

r  i  ft  LI  I  it  r  f 

EARNINGS 

PER  SHARE 

INDUSTRY  GROUP 

KENT 

12  MONTH 

PRICE 

INSTI 

ANALYSTS 

CC  TIIMI  A  TEC 
LiUO/lA  1  L5 

)HAR! 
'RICE 
$ 

HIGH/ 
$ 

AS  %  OE 
VALUE 

RATK) 

YIELD  PAYOUT 

TOTAL 
RETURN 

TUTI0NS 
wni  niuf, 

nuiuiNU 

MIT", 

Mil 

TURN. 

% 

FY 

1989 
$ 

1990 
$ 

1991 
$ 

VARI- 

% 

22 

23/17 

151 

10 

6.95 

71 

15 

15 

28 

33.8 

12 

2.04 

2.13 

2.18 

3.0 

Utilities  A 

25 

28/17 

184 

8 

2.07 

17 

13 

77 

24 

100.7 

12 

2.20 

3.04 

2.55 

12.1 

Fuel  B 

20 

21/17 

106 

1 1 

8.31 

94 

6 

41 

31 

32.8 

12 

2.10 

1.72 

2.05 

4.5 

Utilities  A 

23 

26/15 

108 

1 1 

2.61 

30 

-1 

76 

27 

43.3 

12 

3.34 

2.03 

1.93 

1.5 

Chemicals 

35 

37/11 

463 

17 

0.00 

0 

154 

43 

17 

333.3 

10 

1.03 

2.09 

2.70 

3.5 

Office  equipment  A 

19 

30/1 1 

84 

10 

6.81 

71 

-32 

42 

31 

95.9 

12 

3.28 

1.87 

2.25 

19.7 

Banks  C 

25 

26/18 

176 

14 

3.50 

51 

27 

66 

24 

42.8 

12 

1.73 

1.74 

1.94 

4.1 

Chemicals 

16 

16/7 

127 

NM 

0.00 

0 

28 

24 

37 

196.9 

08 

2.85 

0.13 

0.10 

307.0 

Electrical  D 

32 

32/14 

455 

18 

1.51 

27 

116 

52 

19 

1  16.5 

12 

1.33 

1.78 

2.59 

11.5 

Metals  B 

26 

26/17 

104 

8 

5.62 

44 

13 

33 

23 

21.7 

12 

2.60 

3.26 

3.35 

3.8 

Banks  C 

37 

38/16 

627 

NM 

0.00 

0 

123 

66 

16 

292.3 

12 

-1.32 

-1.70 

0.79 

14.9 

Health  care  B 

27 

34/26 

177 

13 

4.28 

57 

-7 

54 

22 

31.0 

12 

1.44 

2.03 

2.41 

5.4 

Containers  A 

96 

96/75 

93 

9 

0.00 

0 

13 

53 

6 

17.2 

12 

8.42 

10.64 

8,00 

NM 

Nonbank  fin.  A 

8 

16/6 

202 

40 

1.19 

48 

-51 

33 

71 

1  16.1 

12 

0.40 

0.21 

0.37 

24.4 

Metals  C 

19 

19/11 

264 

19 

1.36 

26 

52 

26 

31 

75.8 

04 

0.87 

l.OOd 

1.18 

6.2 

Leisure  A 

14 

22/8 

129 

NM 

0.00 

0 

-34 

70 

44 

63.4 

12 

0.47 

-0.82 

0.31 

182.3 

Conglomerates 

27 

31/10 

NEG 

NM 

0.00 

0 

-13 

36 

22 

35.0 

12 

-7.12b  - 

12.13d 

-11.10 

26.7 

Publishing/TV  A 

29 

30/21 

79 

1 1 

1.53 

17 

3 

84 

21 

29.0 

12 

4.02 

2.58 

2.33 

33.0 

Nonbank  fin.  B 

16 

17/9 

NEG 

20 

0.00 

0 

30 

61 

38 

58.7 

10 

0.50 

0.76 

0.92 

3.6 

Leisure  A 

35 

35/9 

1630 

NM 

0.00 

0 

196 

34 

1  7 

63.8 

12 

-0.52 

-0.30 

-0.55 

10.7 

Health  care  B 

28 

29/19 

83 

6 

2.71 

17 

17 

59 

21 

37.7 

12 

4.44 

4.43 

4.57 

4.5 

Nonbank  fin.  B 

43 

44/22 

686 

29 

0.00 

0 

96 

44 

13 

32.7 

12 

1.08 

1.52 

1  ,3  3 

2.7 

Leisure  A 

27 

30/17 

1 19 

9 

4.84 

43 

5 

25 

21 

30.7 

12 

3.20 

3.05 

3.03 

7.7 

Banks  C 

39 

41/25 

328 

18 

0.62 

1  1 

23 

73 

15 

186.1 

01 

1  93 

2. 1  7d 

2.54 

3.0 

Manufacturing  C 

17 

22/11 

100 

NM 

0.00 

0 

6 

72 

35 

151  2 

12 

0.02 

-1.16 

1.01 

58.0 

Transportation  D 

26 

30/12 

287 

74 

0.00 

0 

7 

45 

22 

61.3 

10 

-0.87 

0.35 

0.49 

4.4 

Services  C 

29 

31/27 

139 

12 

6.97 

81 

9 

28 

20 

25.0 

09 

2.43 

2.51 

2.60 

1.5 

Utilities  B 

20 

29/13 

682 

NM 

0.00 

0 

-30 

10 

29 

7.4 

12 

-0.65 

-0.51 

-0.19 

155.9 

Telecomms.  A 

31 

38/27 

256 

20 

1.69 

34 

-10 

40 

19 

18.8 

12 

1.16 

1.55 

1.52 

7.3 

Publishing/TV  B 

24 

36/18 

146 

23 

2.63 

59 

-13 

42 

24 

33.5 

12 

2.52 

1.08 

1.50 

33.3 

Housing  A 

26 

29/15 

257 

1 1 

0.15 

2 

22 

47 

22 

69.7 

06 

2.79 

2.40 

2.21 

1.8 

Manufacturing  A 

19 

19/13 

1 1  1 

10 

4.62 

46 

14 

47 

31 

18.5 

12 

1.56 

1.85 

1.95 

6.8 

Utilities  A 

13 

26/7 

101 

15 

4.12 

62 

-45 

84 

45 

140.0 

01 

1.10 

0.84d 

1.46 

24.7 

Retailing 

17 

23/13 

432 

13 

2.09 

28 

-1 

25 

33 

21.6 

12 

0.79 

1.30 

l  30 

3.1 

Office  equipment  A 

39 

39/17 

389 

19 

1.26 

24 

3 

51 

15 

148.5 

12 

2.58 

2.03 

2.33 

8.0 

Consumer  A 

26 

27/16 

197 

14 

1.90 

27 

-2 

66 

22 

45.5 

07 

1.76 

1.86 

1.93 

2.0 

Office  equipment  A 

26 

29/16 

134 

22 

3.23 

70 

1 1 

66 

22 

70.1 

04 

2.42 

1.20d 

1.72 

17.8 

Leisure  D 

45 

45/28 

304 

21 

0.53 

1  1 

31 

45 

1  3 

47.9 

06 

1.82 

2.18 

2.46 

1.9 

Manufacturing  A 

25 

25/20 

150 

12 

6.71 

83 

21 

27 

23 

35.1 

12 

1.98 

2.00 

2.14 

2.7 

Utilities  A 

32 

38/20 

178 

19 

2.63 

50 

5 

52 

18 

41.9 

12 

2.65 

1.67 

2.30 

9.5 

Consumer  B 

20 

26/13 

184 

21 

1.01 

22 

-28 

10 

29 

9.7 

12 

1.19 

0.93 

1.00 

4.1 

Publishing/TV  B 

16 

19/13 

NA 

15 

2.39 

36 

2 

3 

36 

NA 

12 

0.89 

1.05 

1.22 

2.4 

Banks  C 

59 

77/50 

77 

11 

1.01 

1  1 

-15 

40 

10 

17.9 

12 

5.55 

5.50d 

6.50 

NM 

Aerospace 

22 

23/10 

349 

20 

0.00 

0 

17 

65 

25 

175.5 

06 

1.03 

1.10 

1.45 

5.1 

Health  care  C 

17 

19/5 

183 

NM 

0.00 

0 

105 

20 

32 

135.3 

06 

1.55 

0.05 

1.70 

7.8 

Office  equipment  B 

)0TN0TES  TO  TABLES  APPEAR  ON  PAGES  150-151 
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COMPANY 


MARKET  VALUE 


SALES 


MARGINS 

RETURN 

%  Mil 

YEAR 
AGO 
RANK 

12 
MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

% 

12 

MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1  989 

% 

12 
MONTHS 
1 990 

% 

12 
MONTHS 
1 989 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 

% 

12 
MONTHS 

$  Mil 

CHANG. 
FROM 
1989 

781 

BANK  OF  BOSTON 

562 

495 

5658 

-17 

-438.1 

NM 

NM 

1.0 

NA 

-27.5 

32529 

7  m' 

CENTEX 

562 

748 

2289y 

14 

55.0 

-8 

2.4 

3.0 

12.6 

1  1.4 

2112 

3 

783 

HORSEHEAD  RESOURCE  DEVELOPMENT 

562 

NR 

55 

20 

19.8 

31 

36.1 

33.1 

24.7 

24.0 

97 

NA 

7  si 

ROLLINS 

562 

902 

436 

8 

27.4 

17 

6.3 

5.9 

31.7 

31.7 

178 

" 

785 

GENETICS  INSTITUTE 

561 

773 

40 

-8 

-22.9 

NM 

NM 

NM 

NM 

-16.2 

182 

78(5 

CRITICAL  CARE  AMERICA 

559 

NR 

1  19 

44 

12.1 

42 

10.2 

10.3 

1  1.6 

15.4 

137 

12 

787 

CHILI'S 

559 

NR 

383 

22 

20.6 

24 

5.4 

5.3 

13.5 

14.3 

211 

22 

788 

FEDERAL  SIGNAL 

556 

NR 

439 

10 

28.1 

27 

6.4 

5.5 

19.6 

19.2 

296 

9 

789 

VISTA  CHEMICAL 

556 

942 

725 

-4 

38.7 

-62 

5.3 

13.6 

17.8 

NM 

695 

19 

790 

IOWA-ILLINOIS  GAS  4  ELECTRIC 

554 

742 

485 

-2 

55.5 

-5 

1  1.4 

11.8 

8.0 

12.1 

1388 

791 

ASSOCIATED  COMMUNICATIONS 

553 

739 

32a 

31 

10.5 

NM 

33.0 

NM 

NA 

28.4 

66 

29  I 

792 

NCH 

552 

802 

674 

9 

42.5 

6 

6.3 

6.5 

17.8 

18.7 

420 

15 

793 

ANALOG  DEVICES 

551 

919 

509 

13 

-10.0 

NM 

NM 

4.3 

NM 

-2.9 

482 

,0 

794 

MEDIA  GENERAL 

550 

656 

614 

3 

25.5 

23 

4.2 

3.5 

7.3 

9.3 

776 

-1  I 

795 

PROMUS 

550 

652 

1004 

6 

23.4 

-85 

2.3 

16.4 

7.3 

9.2 

1441 

8 

796 

SOUTHTRUST 

547 

760 

868 

14 

69.7 

-4 

8.0 

9.5 

18.6 

13.0 

9006 

16 

797 

W.  R.  BERKLEY 

547 

858 

538 

-2 

36.1 

-35 

6.7 

10.1 

10.6 

11.0 

1408 

4 

798 

CLARK  EQUIPMENT 

545 

624 

1445 

4 

49.5 

-24 

3.4 

4.7 

9.2 

8.5 

1  100 

9 

799 

HANCOCK  FABRICS 

545 

931 

387 

12 

28.1 

8 

7.3 

7.5 

22.8 

32.1 

196 

^  1 

800 

IVAX 

544 

NR 

142 

13 

-0.8 

NM 

NM 

NM 

t  J  M 

-1.7 

69 

6 

801 

INTERNATIONAL  MULTIFOODS 

544 

949 

2178 

7 

30.9 

9 

1.4 

1.4 

10.1 

9.8 

845 



802 

WANG  LABORATORIES 

543 

563 

2369 

-13 

-583.6 

NM 

NM 

NM 

NA 

NM 

1750 

28 

803 

CONTROL  DATA 

542 

601 

1691 

-42 

2.7 

NM 

0.2 

NM 

NA 

0.5 

1424 

23 

804 

USLIFE 

540 

686 

1236 

3 

68.6 

-15 

5.6 

6.7 

7.6 

7.4 

4501 

4 

805 

NEIMAN  MARCUS  GROUP 

540 

783 

1714y 

5 

22.5 

-29 

1.3 

2.0 

6.5 

NM 

1 149 

9  1 

806 

AMETEK 

536 

759 

661 

12 

37.3 

-3 

5.7 

6.5 

NA 

18.6 

613 

14 

807 

HERMAN  MILLER 

535 

814 

891 

7 

46.9 

14 

5.3 

4.9 

13.3 

14.3 

535 

0 

808 

INTERNATIONAL  DAIRY  QUEEN 

533 

798 

282 

1 1 

26.5 

14 

9.4 

9.2 

21.2 

31.9 

161 

25 

809 

APPLIED  MATERIALS 

532 

831 

573 

7 

27.2 

-45 

4.7 

9.2 

7.9 

9.0 

569 

21 

810 

GEORGIA  GULF 

529 

513 

932 

-16 

95.3 

-50 

10.2 

17.4 

36.8 

NM 

457 

-3 

811 

TRINITY  INDUSTRIES 

529 

799 

1297 

1 

31.2 

-29 

2.4 

3.4 

8.0 

9.1 

965 

6 

812 

CRACKER  BARREL  OLD  COUNTRY  STORE 

528 

NR 

261 

37 

17.6 

38 

6.7 

6.7 

NA 

16.8 

177 

40 

813 

STONE  &  WEBSTER 

527 

755 

262y 

-9 

7.5 

-64 

2.9 

7.2 

2.5 

2.0 

558 

-3 

814 

DIEBOLD 

526 

737 

476 

2 

27.1 

-25 

5.7 

7  7 

7.6 

7.2 

520 

5 

815 

COMMUNICATIONS  SATELLITE 

522 

693 

457 

1 1 

-16.3 

NM 

NM 

15.2 

NM 

-2.6 

1229 

-3 

816 

LUBY'S  CAFETERIAS 

520 

832 

318 

10 

32.6 

9 

10.3 

10.4 

17  2 

17.4 

236 

13 

817 

ARMCO 

520 

556 

1735 

-28 

-55.2 

NM 

NM 

8.7 

NA 

-7.3 

2294 

-8 

818 

FINGERHUT 

518 

NR 

1248 

12 

47.7 

21 

3.8 

3.6 

15.5 

16.1 

651 

31 

819 

CENTRAL  NEWSPAPERS 

517 

714 

432 

-1 

28.3 

-26 

6.6 

8.8 

10.2 

10.5 

384 

8 

820 

PAINEWEBBER  GROUP 

515 

882 

2979y 

2 

-57.4 

NM 

NM 

1.8 

NM 

-12.1 

18766 

2 

821 

HARLEY-DAVIDSON 

515 

973 

865 

9 

38.3 

17 

4.4 

4.1 

18.2 

19.7 

407 

8 

822 

XILINX 

514 

NR 

84 

NA 

13.3 

NA 

16.0 

NA 

16.9 

17.3 

102 

NA 

823 

GOULDS  PUMPS 

514 

933 

555 

9 

30.6 

6 

5.5 

5.7 

13.9 

15.1 

425 

8 

824 

SIERRA  PACIFIC  RESOURCES 

512 

785 

471 

6 

48.0 

-4 

10.2 

1 1.2 

8.5 

11.6 

1317 

1 

825 

QUALITY  FOOD  CENTERS 

511 

NR 

348 

9 

15.9 

16 

4.6 

4.3 

29.7 

29.7 

93 

41 

PROFITS 
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ALU  A  TtON 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

INDUSTRY  GROUP 

ECENT 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS 

ESTIMATES 

HARE 
»RICE 
S 

HIGH/ 
LOW 

s 

AS  %  OF 
VALUE 

RATK) 

YIELD 

PAYOUT 

TOTAL 

DCTI  iDll 
Kt  1 UKN 

TUTE'; 
HOLDING 

% 

SHRS 

I  iljT 
MIL 

TURN- 
OVER 

FY 

1989 
ACTUAL 
S 

1990 
ACTUAL 
$ 

1991 
EST. 
S 

VARI- 

% 

8 

16/3 

34 

NM 

5.25 

DEF 

-50 

52 

74 

161.4 

12 

0.80 

-6.21 

-3.05 

69.6 

Banks  A 

37 

44/19 

1 17 

13 

1.07 

14 

-9 

81 

15 

93.4 

03 

4.02 

2.93d 

2.62 

15.1 

Housing  B 

16 

22/6 

682 

27 

0.00 

0 

NA 

5 

36 

NA 

12 

0.46 

0.58 

0.80 

6.3 

Services  C 

24 

24/16 

648 

20 

2.44 

50 

41 

40 

24 

22.1 

12 

1.00 

1.16 

1.33 

3.4 

Services  E 

39 

62/27 

330 

NM 

0.00 

0 

63 

29 

14 

377.1 

1 1 

-2.1 1 

-1.93 

-0.12 

413.6 

Health  care  B 

32 

35/17 

708 

35 

0.00 

0 

33 

61 

17 

173.5 

12 

0.69 

0.92 

1.22 

3.5 

Health  care  C 

49 

49/26 

389 

29 

0.00 

0 

57 

84 

1 1 

70.9 

06 

1.35 

1.66 

1.98 

4.5 

Leisure  A 

25 

26/13 

380 

20 

2.20 

44 

78 

34 

23 

57.8 

12 

1.00 

1.22 

1.41 

14.8 

Manufacturing  A 

53 

54/17 

NEG 

10 

3.43 

33 

50 

57 

1 1 

157.4 

09 

8.56 

5.53 

3.71 

17.7 

Chemicals 

21 

22/19 

125 

10 

8.29 

86 

7 

25 

27 

26.9 

12 

2.1 1 

1.99 

2.08 

2.5 

Utilities  A 

30 

35/16 

1498 

NA 

0.00 

NA 

-2 

21 

19 

17.6 

12 

-0.44 

NA 

NA 

NM 

Telecomms.  A 

67 

67/45 

242 

13 

1.49 

19 

18 

35 

8 

36.5 

04 

4.69 

5.35d 

5.80 

2.4 

Consumer  D 

12 

12/6 

161 

NM 

0.00 

0 

22 

62 

47 

51.1 

10 

0.58 

-0.28 

0.59 

13.1 

Electrical  D 

21 

32/15 

201 

22 

2.07 

45 

-25 

61 

26 

25.4 

12 

0.80 

0.98 

0.89 

1  1.4 

Publishing/TV  B 

21 

31/9 

216 

23 

0.00 

0 

-35 

48 

27 

1 14.7 

12 

NA 

0.90 

1.32 

11.6 

Leisure  C 

20 

21/13 

102 

8 

5.37 

42 

-2 

22 

27 

40.9 

12 

2.73 

2.57 

2.84 

3.8 

Banks  C 

46 

46/29 

166 

15 

0.95 

14 

20 

70 

12 

73.1 

12 

4.73 

3.05 

4.68 

7.7 

Nonbank  fin.  B 

32 

47/21 

94 

1 1 

0.00 

0 

-28 

63 

1  7 

84.5 

12 

3.77 

2.87 

1  54 

61.1 

Manufacturing  B 

49 

49/31 

622 

20 

1.15 

23 

32 

81 

1  1 

51.2 

01 

2.1  1 

2.47 

2.85 

0.9 

Retailing 

23 

23/9 

1200 

NM 

0.00 

0 

51 

4 

24 

23.3 

12 

-0.48 

-0.02 

0.53 

29.4 

Health  care  B 

42 

42/25 

173 

16 

2.83 

45 

61 

56 

13 

54.3 

02 

1.96 

2.64d 

3.01 

3.6 

Food  B 

3 

6/2 

127 

NM 

0.00 

0 

-31 

28 

167 

39.2 

06 

-1.96 

-3.82 

-0.30 

73.9 

Office  equipment  B 

13 

22/7 

128 

NM 

0.00 

0 

-28 

80 

43 

78.8 

12 

-16.1  1 

0.05 

1.02 

10.6 

Office  equipment  B 

35 

42/23 

59 

8 

4.26 

35 

-7 

63 

16 

57.7 

12 

4.63 

4.27 

4.37 

5.9 

Nonbank  fin.  B 

16 

19/10 

NEG 

NM 

1.23 

167 

0 

35 

33 

29.3 

07 

0.03 

0.12 

0.15 

25.6 

Retailing 

12 

15/8 

267 

14 

5.22 

75 

6 

47 

44 

33.1 

12 

0.87 

0  85 

1.04 

9.5 

Electrical  C 

21 

24/15 

161 

12 

2.49 

29 

3 

53 

26 

88.2 

05 

1.82 

1.78d 

2.00 

8.8 

Office  equipment  A 

60 

62/45 

641 

21 

0.00 

0 

18 

36 

9 

25.1 

1 1 

2.48 

2.90 

3.27 

2.3 

Leisure  A 

32 

41/17 

176 

16 

0.00 

0 

13 

83 

17 

286.7 

10 

3.07 

2.00 

1.52 

i ;  o 

Manufacturing  C 

16 

45/5 

NEG 

5 

0.00 

0 

16 

29 

34 

204.6 

12 

7.58 

3.07 

1.79 

17.8 

Chemicals 

25 

29/16 

155 

15 

3.20 

48 

-4 

73 

21 

93.3 

03 

2.06 

1.67d 

2.14 

13.9 

Transportation  C 

38 

38/18 

504 

35 

0.13 

5 

71 

55 

1  4 

168.3 

07 

0.85 

1.07 

1.34 

2.5 

Leisure  A 

35 

42/25 

140 

70 

1.72 

120 

-5 

31 

15 

20.0 

12 

1.37 

0.50 

1.50 

47.1 

Services  A 

40 

47/30 

139 

19 

4.03 

'8 

-1  1 

79 

13 

70.1 

12 

2.75 

2.05 

2.63 

15.1 

Office  equipment  A 

28 

36/20 

83 

NM 

4.76 

DEF 

-20 

75 

19 

81.0 

12 

3.35 

-0.87 

2.99 

10.3 

Telecomms.  A 

19 

21/16 

277 

16 

2.42 

39 

22 

39 

27 

45.8 

08 

1.08 

1.17 

1.27 

3.1 

Leisure  A 

6 

1 1/4 

60 

NM 

3.40 

DEF 

-42 

64 

89 

64.9 

12 

2.28 

-0.71 

0.12 

226.0 

Metals  B 

23 

26/12 

174 

1  1 

0.71 

8 

NA 

92 

23 

NA 

12 

1.58 

1.96 

2.14 

1.6 

Retailing 

20 

24/14 

191 

18 

2.05 

37 

-2 

24 

27 

16.8 

12 

1.45 

1.07 

1.12 

9.3 

Publishing/TV  B 

21 

21/1 1 

78 

NM 

2.52 

DEF 

17 

65 

25 

52.7 

12 

1.05 

-3.23 

0.88 

21.4 

Nonbank  fin.  A 

29 

34/13 

265 

13 

0.00 

0 

47 

82 

18 

142.3 

12 

1.89 

2.15 

2.64 

5.1 

Leisure  D 

23 

23/10 

667 

34 

0.00 

0 

NA 

16 

23 

NA 

03 

0.33 

0.67d 

0.93 

6.0 

Electrical  D 

25 

29/15 

253 

17 

3.06 

51 

52 

49 

21 

244.3 

12 

1.41 

1.49 

1.61 

3.4 

Manufacturing  C 

22 

24/18 

136 

12 

8.22 

95 

5 

9 

23 

24.3 

12 

2.05 

1.93 

2.06 

2.5 

Utilities  A 

54 

54/27 

950 

33 

0.00 

0 

82 

18 

10 

46.8 

12 

1.43 

1.65 

1.89 

4.5 

Food  C 
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COMPANY 


MARKET  VALUE 


.  lip 

AGO 

MIL  RANK 


SALES 


12  CHANGE 

MONTHS  FROM 
1990  1989 
$  Mil  % 


PROFITS 

12 

MONTHS 
1990 
$  MIL 


CHANGE 
FROM 
1989 

% 


12 
MONTHS 
1990 


12  ON 
MONTHS  INVESTED 
1989  CAPITAL 


ON 
COMMON 
EQUITY 

% 


ASSETS 

12 

MONTHS 
1990 
$  MIL 


826 
827 
828 
829 
330 


BANPONCE 
MERCURY  FINANCE 
GRUMMAN 

THERMO  INSTRUMENT  SYSTEMS 
RELIANCE  GROUP  HOLDINGS 


509 
507 
504 
504 
503 


929 
UP 

822 
NR 

857 


637  3 

95  29 

4041y  14 

285  55 

3684  -8 


63.4 
23.2 
85.6 
18.9 
1 18.1 


13 
33 
27 
129 
443 


10.0 
24.5 
2.1 
6.6 
3.2 


9.1 
23.7 
1.9 
4.5 
0.5 


NA 
16.9 
9.0 
NA 
14.3 


15.0 

35.6 
9.5 
10.7 
27.5 


8984 
415 

2454 
376 
11000 


831 
832 
833 
834 
83."> 


MCN 

DELL  COMPUTER 
TIDEWATER 
TECUMSEH  PRODUCTS 
AMERITRUST 


503  833 

502  nr 

498  NR 

498  670 

495  609 


1209  -7 

546  41 

233  20 

1318  -13 

1281  7 


33.8 
27.2 
23.3 
14.2 
-96.4 


34 
432 
r  i  M 
-83 
r  i  M 


2.8 
5.0 
10.0 
1.1 
r  j  M 


4.0 
1.3 
NM 
5.5 
9  7 


9.3 
26.5 
10.2 
2.3 
NM 


12.6 
26.7 
9.3 
2.0 

-15.2 


1500 
223 
386 

1032 
1 101 1 


836 
837 
838 
83!) 
840 


BECKMAN  INSTRUMENTS 
VANGUARD  CELLULAR  SYSTEMS 
PHH 

WEINGARIEN  REALTY 
CITY  NATIONAL 


492 
491 
487 
487 
486 


876 
716 
757 
B84 
650 


815  4 

64  38 

2002  7 

77y  13 

501  4 


36.2 
-29.3 
50.4 
16.5 
44.0 


-14 
I J  M 

-10 
21 
-27 


4.4 

NM 

2.5 
21.4 


5.3 
NM 
3.0 
20.0 
12.5 


1  1.9 
NM 

NA 
NM 

NA 


11.1 
NM 
13.0 
10.8 
13.6 


681 
224 

4546 
416 

4956 


841 
842 
843 
844 

84.") 


SPRINGS  INDUSTRIES 

FLOWERS  INDUSTRIES 

ZURN  INDUSTRIES 

QUANTUM  CHEMICAL 

J.  B.  HUNT  TRANSPORT  SERVICES 


486  706 

486  708 

485  8ii 

485  810 

482  791 


1878  -2 

830  1 

703  21 

2656x  -1 

580  14 


-6.8 
31.5 
30.6 
21.2 
30.0 


t  J  M 
25 
12 

-81 

-2 


r i  M 
3.8 
4.4 
0.8 
5.2 


3.4 
3.1 
4.7 
4.3 
6  0 


r  J  M 
12.1 
13.4 
4.7 
12.3 


-1.2 
15.6 
13.4 
NM 
15.8 


1201 
439 
416 

3222 
399 


846 

-  IT 

-  18 

849 
850 


SHAWMUT  NATIONAL 

DREYER'S  GRAND  ICE  CREAM 

PITTWAY 

TW  HOLDINGS 

CENTRAL  MAINE  POWER 


479 
476 
475 
474 
474 


494 
NR 

786 
NR 

801 


2741  -9 

308  36 

944  1  1 

3682  6 

766  9 


-133.0 
11.8 
24.1 
67  8 
48.8 


NM 
39 
-26 
NM 
0 


NM 

3.8 
2.5 
r  j  m 
6.4 


NM 

3  7 
3.9 
I  j  M 
6.9 


NM 
12.8 
7.2 
NM 
10.0 


-9.8 
12.1 
6.3 
-46.8 
10.6 


23703 
178 
757 
3496 
1418 


851 
852 
853 
854 
855 


(PI 

CHURCH  &  DWIGHT 

STRUCTURAL  DYNAMICS  RESEARCH 

CHARLES  SCHWAB 

HOME  SHOPPING  NETWORK 


473 
472 
472 
47? 
47  1 


875 
999 
MP 
872 
846 


367a  5 

429  1 1 

1  19  27 

626y  13 

1045  26 


31.6 
23.2 
13  3 
16.8 
29.2 


-4 
168 

36 
-1  1 

r  IM 


8.6 
5.4 
l  I  2 
2.7 
2.8 


9.5 
2.2 
10.4 
3.4 
1 1 M 


22.1 
14.8 
20.5 
9.1 
1 1.0 


22.2 
19.4 
21.4 
10.4 
1  6  0 


207 
267 
107 
4100 
568 


857 
858 
359 
860 


UNIFI 

UNIVERSAL 

FAMILY  DOLLAR  STORES 

NORDSON 

BROWN  GROUP 


470 
469 
468 
467 
466 


MP 
756 

NR 
8  30 
864 


413  1 

3004y  4 

892  13 

356  21 

1764  -3 


32.6 
34.3 
30.5 
29.1 
31.8 


28 
-27 

38 
-1 1 
3 


7.9 
1.1 
3.4 
8  2 


6.2 
I  6 
2.8 
1  1  1 

1.7 


24.3 

12.3 
15.3 
21.4 
10.1 


25.2 
S  3 
15.1 
22.3 
10.3 


175 
1626 
366 
267 
774 


861 

S(i2 
863 

864 

8(15 


FERRO 

A.  T.  CROSS 

SCRIPPS  HOWARD  BROADCASTING 
KANSAS  CITY  SOUTHERN  INDUSTRIES 
SERVICE  MERCHANDISE 


466  821 

465  775 

465  717 

465  909 

464  974 


1  125  4 

223  -10 

326  8 

528  6 

3435  4 


27.3 
27.2 
30.0 
41.4 

60.7 


-45 
-24 
43 
12 
-16 


2.4 
12.2 
9.2 
7.8 


4.6 
14.6 

7  0 
7.5 
2.2 


8  3 
16.9 
1  1.0 

9.5 
1  6  7 


NA 

17.1 
17  2 
1  1.4 

MA/, 


680 
207 
554 
987 
1833 


866 

867 

8(i8 

869 
870 


CETUS 

UNITED  ILLUMINATING 
CARDINAL  DISTRIBUTION 
UNITED  BANKS  OF  COLORADO 
MEREDITH 


464  844 

464  870 

463  NR 

462  nr 

460  740 


29  43 

594  5 

1083  30 

649  2 

739  10 


-71.8 
54.0 
15.8 
-170.0 
-4.8 


NM 
NM 
37 
NM 
NM 


NM 
9.1 
1.5 
NM 
NM 


NM 

r  J  M 
1.4 

2.8 
3.3 


NA 
8  4 
9.3 
NM 
NM 


-85.9 
13.1 
11.6 

-52.3 
-1.4 


254 
2252 

416 
6258 

673 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAGE  187 


VALUATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

:  INDUSTRY  GROUP 

ECENT 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS' 

t    Mi .  Alt  . 

SHARE 
% 

HIGH/ 
$ 

AS  %  OF 
VALUE 

P-E 
RATIO 

YIELD 

PAYOUT 

% 

TOTAL 
RETURN 

TUTIONS 

% 

SHRS 
Mil 

TURN- 

% 

FY 

1989 
$ 

1990 
ACTUAL 
$ 

1991 

P:.T 
$ 

VARI- 

% 

17 

20/14 

121 

NA 

4.71 

NA 

-10 

NA 

30 

10.2 

12 

2.82 

NA 

NA 

NM 

Banks  C 

22 

22/11 

778 

22 

1.80 

40 

71 

28 

23 

31.7 

12 

0.76 

1.00 

1.25 

2.0 

Nonbank  fin.  A 

15 

21/13 

58 

6 

6.50 

40 

12 

31 

33 

48.3 

12 

1.91 

2.48 

2.46 

6.2 

Aerospace 

19 

20/12 

284 

26 

0.00 

0 

37 

7 

26 

15.9 

12 

0.74 

0.74 

0.99 

4.8 

Electrical  C 

7 

8/4 

117 

4 

4.74 

20 

47 

9 

75 

5.1 

12 

0.29 

1.58 

0.30 

33.3 

Nonbank  fin.  B 

21 

23/18 

167 

15 

7.81 

119 

8 

40 

24 

37.4 

12 

2.20 

1.38 

2.25 

3.9 

Utilities  B 

26 

29/6 

492 

19 

0.00 

0 

304 

19 

19 

367.5 

01 

0.27 

1.36 

1.56 

10.6 

Office  equipment  B 

18 

22/11 

199 

16 

0.00 

0 

29 

73 

28 

1  15.1 

03 

-0.38 

1.08d 

1.44 

13.7 

Fuel  C 

91 

130/78 

71 

35 

3.52 

124 

-29 

78 

5 

16.4 

12 

15.10 

2.59 

NA 

NM 

Housing  A 

13 

22/7 

75 

NM 

4.83 

DEF 

-42 

38 

37 

74.9 

12 

3.1 1 

-2.71 

1.48 

15.4 

Banks  B 

17 

19/12 

151 

14 

1.65 

22 

6 

57 

29 

62.7 

12 

1.47 

1.26 

1.43 

5.0 

Electrical  C 

24 

33/13 

8461 

NM 

0.00 

0 

-22 

29 

21 

1  1  1.9 

12 

-0.31 

-1.42 

-1.20 

42.4 

Telecomms.  A 

29 

37/18 

126 

10 

4.16 

43 

-5 

80 

17 

58.0 

04 

3.38 

2.78d 

2.98 

3.5 

Transportation  C 

30 

31/23 

320 

29 

6.37 

186 

-5 

45 

17 

24.7 

12 

0.97 

l  01 

1  15 

NM 

Housing  B 

15 

25/11 

151 

11 

4.23 

47 

-31 

15 

32 

28.8 

12 

1.86 

1.35 

1.58 

16.9 

Banks  D 

28 

38/17 

87 

NM 

4.32 

DEF 

-17 

41 

18 

38.9 

12 

3.64 

-0.39 

2.65 

9.7 

Manufacturing  D 

15 

21/12 

241 

15 

4.55 

67 

-13 

39 

33 

38.1 

06 

0.85 

0.98 

0.88 

8.1 

Food  B 

39 

51/30 

213 

16 

2.25 

35 

1 

52 

12 

87.6 

03 

2.28 

2.49d 

2.75 

1  1.4 

Services  A 

17 

26/8 

NEG 

22 

0.00 

0 

-14 

31 

28 

135.3 

12 

4.45 

0.79 

0.63 

200.6 

Chemicals 

21 

23/15 

253 

16 

1.36 

22 

2 

30 

23 

64.5 

12 

1.30 

1.28 

1.39 

7.3 

Transportation  D 

7 

17/3 

35 

NM 

0.00 

0 

-56 

56 

74 

81.2 

12 

-1.77 

-1.84 

-0.03 

3497 

Banks  A 

31 

31/14 

486 

36 

0.54 

19 

81 

62 

15 

161.0 

12 

0.69 

0.88 

1.07 

3.2 

Food  B 

34 

39/23 

124 

20 

1.75 

34 

-7 

12 

14 

2.3 

12 

1.31 

1.74 

NA 

NM 

Conglomerates 

4 

6/2 

327 

NM 

0.00 

0 

2 

70 

110 

47.7 

12 

NA 

-0.61 

-0.35 

74.2 

Leisure  A 

18 

20/16 

111 

11 

8.73 

93 

6 

26 

27 

60.7 

12 

1.92 

1.68 

1.91 

7.4 

Utilities  A 

31 

33/24 

331 

14 

1.80 

25 

15 

77 

15 

38.6 

01 

1.97 

2.21d 

2.52 

4.0 

Leisure  D 

23 

23/14 

396 

20 

1.38 

28 

36 

44 

20 

58.3 

12 

0.42 

1.13 

1.25 

NM 

Consumer  D 

37 

37/14 

761 

38 

0.00 

0 

87 

70 

13 

152.0 

12 

0.74 

0.96 

1.19 

2.2 

Office  equipment  C 

19 

19/1 1 

293 

30 

0.86 

26 

21 

22 

25 

37.4 

12 

0.68 

0.62 

0.68 

17.7 

Nonbank  fin.  A 

5 

9/3 

258 

15 

0.00 

0 

-28 

18 

88 

51.1 

08 

-0.25 

0.35 

0.30 

NM 

Retailing 

27 

27/12 

364 

21 

1.47 

30 

89 

80 

17 

65.8 

06 

1.27 

1.32 

1.70 

2.5 

Manufacturing  D 

29 

34/22 

114 

13 

5.31 

68 

-3 

53 

16 

39.0 

06 

3.19 

2.22 

2.46 

18.0 

Consumer  E 

17 

17/9 

232 

16 

2.37 

38 

34 

47 

28 

51.2 

08 

0.78 

1.04 

1.19 

2.2 

Retailing 

50 

52/34 

358 

16 

1.60 

26 

5 

19 

9 

23.9 

10 

3.53 

3.05 

3.34 

3.3 

Manufacturing  C 

27 

30/20 

138 

15 

5.93 

86 

16 

61 

17 

46.1 

01 

1.78 

1.85 

2.19 

4.2 

Consumer  A 

25 

29/15 

206 

20 

2.60 

52 

0 

42 

19 

135.5 

12 

2.25 

1.24 

1.65 

9.8 

Chemicals 

28 

33/20 

292 

17 

4.63 

79 

-6 

61 

17 

49.8 

12 

2.15 

1.62 

1.75 

5.2 

Manufacturing  A 

45 

66/35 

266 

15 

2.22 

34 

-15 

10 

10 

1.6 

12 

2.04 

2.91 

3.10 

NM 

Publishing/TV  A 

45 

51/34 

129 

1 1 

2.43 

27 

18 

47 

10 

45.0 

12 

3.55 

3.95 

4.16 

5.3 

Transportation  B 

9 

9/4 

NEG 

8 

0.00 

0 

52 

51 

52 

86.9 

12 

1.39 

1.16 

1.32 

8.5 

Retailing 

14 

23/6 

555 

NM 

0.00 

0 

-18 

17 

33 

350.7 

06 

-1.88 

-2.15 

-1.70 

20.2 

Health  care  B 

33 

34/27 

123 

9 

6.95 

65 

16 

42 

14 

33.0 

12 

-5.87 

3.55 

3.53 

3.8 

Utilities  A 

35 

37/16 

340 

28 

0.23 

6 

99 

53 

13 

108.5 

03  ' 

0.99b 

1.25d 

1.54 

3.0  : 

Health  care  A 

30 

30/14 

141 

NM 

0.00 

0 

75 

48 

15 

152.8 

12 

1.04  - 

1  1.20 

2.40 

46.0 

Banks  D 

27 

33/21 

136 

NM 

2.34 

DEF 

-9 

56 

17 

44.1 

06 

1.75 

-0.08 

1.56 

28.3  : 

Publishing/TV  B 
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i .lit  uuaiiitaa  win  iuuu 


M  A  D  H PT 

U  1  1  tie 
VALUE 

C  1  1  c  c 
jALt  j 

r  KU  r  1 1  j 

MARGINS 

RETURN 

i  f  c  r  tc 
M)t  1  i 

S  MIL 

YEAR 
AGO 
RANK 

12 
MONTHS 
1990 
S  MIL 

FROM 
1989 

12 

MONTHS 
1990 
S  MIL 

si 

FROM 
1969 

12 
MONTHS 
1990 

12 
MONTHS 
1989 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12 
MONTHS 
1990 
S  MIL. 

FROM  1 
; : : 

871 

COLLINS  FOODS  INTERNATIONAL 

460 

893 

594o 

9 

30.1 

1 

5.1 

5.5 

10.9 

11.1 

:  474 

12 

872 

CARPENTER  TECHNOLOGY 

459 

852 

577 

-6 

42.5 

3: 

'  4 

5.3 

12.5 

13.4 

:  709 

4 

873 

NOVACARE 

459 

NR 

124 

49 

16.2 

99 

13.0 

9.7 

17.3 

16.8 

■  109 

42 

874 

SMITH  INTERNATIONAL 

458 

927 

388y 

24 

:  : 

N\" 

2.1 

NM 

6.1 

7.4 

393 

21 

875 

EXABYTE 

456 

NR 

170 

92 

27.6 

123 

16.2 

13.9 

36.6 

36.7 

101 

62 

376 

DIAGNOSTIC  PRODUCTS 

455 

915 

76 

26 

17.3 

14 

22.8 

25.2 

20.7 

20.7 

102 

23 

877 

PARKER  DRILLING 

454 

788 

107 

-1 

-16.2 

NM 

NM 

NM 

NA 

-7.7 

264 

1 

878 

TOOTSIE  ROLL  INDUSTRIES 

453 

976 

194 

: 

22.6 

' : 

1  1.6 

11.3 

17.8 

17.8 

166 

8 

879 

TELEFLEX 

453 

998 

444y 

23 

28.6 

7 

6.4 

7.4 

12.3 

15.9 

:  425 

16 

880 

COMMERCE  BANCSHARES 

451 

869 

598 

5 

57.5 

-3 

9.6 

10.4 

NA 

12.6 

:  6709 

"  : 

881 

ARKLA  EXPLORATION 

450 

NR 

160 

11 

6.7 

-22 

4.2 

6.0 

NM 

2.1 

;  784 

3 

882 

FLORIDA  EAST  COAST  INDUSTRIES 

449 

762 

170o 

4 

33.9 

19.9 

25.0 

NA 

7.4 

■  623 

4 

883 

GLOBAL  MARINE 

448 

845 

282 

50 

-35.8 

NM 

NM 

NM 

NM 

NM 

544 

-5 

884 

BB&T  FINANCIAL 

448 

937 

561 

1 

53.6 

'  5 

:  : 

18.5 

14.7 

:  5159 

-2 

885 

CAESARS  WORLD 

447 

754 

885 

0 

35.9 

-32 

4.1 

6.0 

10.7 

13.1 

:  882 

-3 

886 

INTEGRA  FINANCIAL 

447 

723 

740 

7 

26.1 

-27 

3.5 

5.1 

NM 

4.8 

•  7627 

13 

887 

XOMA 

446 

NR 

20 

97 

-23.7 

NM 

NM 

NM 

NA 

-89.6 

97 

-12 

888 

LAWTER  INTERNATIONAL 

446 

NR 

150 

10 

23.4 

:: 

15.6 

14.3 

NA 

23.4 

154 

15 

889 

CUMMINS  ENGINE 

445 

889 

3462 

-2 

-165.1 

NM 

NM 

NM 

NA 

-26.1 

2077 

5 

890 

WABAN 

443 

NR 

2410 

17 

18.4 

-36 

0.8 

1.4 

6.9 

6.6 

580 

8 

891 

MERCANTILE  BANCORPORATION 

443 

868 

757 

5 

56.7 

NM 

7.5 

0.1 

18.5 

12.9 

7617 

10 

892 

SENSORMATIC  ELECTRONICS 

442 

947 

213 

25 

21.8 

ic  : 

:  • 

-  : 

10.3 

287 

10 

893 

CORDIS 

442 

NR 

185 

25 

14.3 

3" 

7.7 

5.3 

NA 

16.7 

146 

10 

894 

GIBSON  GREETINGS 

441 

V~~ 

513 

10 

39.8 

: 

-  : 

9.1 

16.3 

16.4 

491 

29 

895 

UJB  FINANCIAL 

440 

626 

1355 

1 1 

-5.6 

NM 

NM 

9.7 

NA 

-1.0 

12818 

5 

896 

BRIGGS  &  STRATTON 

439 

1001 

1 1 

41.7 

4.2 

sv 

14.5 

15.6 

647 

4 

897 

ADVANCED  TELECOMMUNICATIONS 

437 

990 

342 

5 

27.8 

- 

8.2 

~  3 

12.5 

19.  1 

340 

20 

898 

SANFORD 

437 

■l- 

139 

7 

24.2 

15 

17.4 

16.2 

25.1 

25.3 

125 

21 

899 

GOLDEN  NUGGET 

436 

=  5: 

909 

203 

29.7 

3.3 

NM 

10.0 

23.6 

1209 

6 

900 

FIRST  EMPIRE  STATE 

436 

859 

713 

14 

53.9 

6 

7.6 

8.1 

23.3 

12.7 

7715 

24 

901 

TOTAL  SYSTEM  SERVICES 

435 

778 

84 

27 

12.7 

12 

15.1 

17.1 

16.0 

21.4 

91 

60 

902 

INB  FINANCIAL 

435 

795 

657 

0 

40.6 

-32 

:  : 

9.1 

9.6 

6263 

2 

903 

KNOWLEDGEWARE 

434 

NR 

92 

86 

1 1.7 

':- 

12.7 

17.4 

20.0 

20.0 

87 

52 

904 

GRACE  ENERGY 

433 

743 

501  y 

28 

22.5 

-4 

4.5 

:  : 

~  : 

3.9 

842 

10 

905 

DAUPHIN  DEPOSIT 

433 

887 

335 

2 

45.4 

2 

13.5 

13.5 

18.5 

15.0 

3489 

7 

906 

LINCOLN  TELECOMMUNICATIONS 

432 

803 

172 

5 

24.7 

-2 

'  -1  4 

14.9 

'.A 

14.9 

348 

14 

907 

SOUTH  CAROLINA  NATIONAL 

430 

826 

697 

49.9 

■  : 

7.2 

5  ; 

22.1 

1 1.3 

7051 

13 

908 

ADC  TELECOMMUNICATIONS 

429 

NR 

271 

25 

23.8 

24 

'-  : 

:  3 

16.3 

16.9 

188 

23 

909 

AIRBORNE  FREIGHT 

428 

NR 

1 182 

24 

33.6 

-i 

2.8 

2.0 

10.8 

12.0 

614 

30 

910 

KIMBALL  INTERNATIONAL 

428 

827 

588 

-6 

39.4 

-1 

6.7 

6.4 

13.5 

13.6 

381 

6 

911 

ARVIN  INDUSTRIES 

428 

NR 

1687 

10 

33.2 

69 

2.0 

1.3 

6.9 

6.7 

1 193 

6 

912 

NEUTROGENA 

427 

749 

21 1 

1 

13.9 

-49 

1  : 

13.0 

■  5  3 

15.3 

136 

18 

913 

COLONIAL 

427 

NR 

306 

15 

32.6 

9 

10.7 

11.2 

12.8 

12.9 

550 

12 

1  914 

CENTRAL  LOUISIANA  ELECTRIC 

426 

939 

334 

6 

42.5 

2 

12  7 

13.1 

10.0 

12.9 

921 

0 

1  915 

DUTY  FREE  INTERNATIONAL 

425 

NR 

105y 

23 

14.6 

46 

13.9 

11.7 

14.2 

15.0 

125 

76 
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ALUATION 

DIVIDENDS 

jnAK t 3 

F  A  D  N 1 N  f A 
EAKnlnU  J 

PER  SHARE 

INDIKTDV  fiDflllD 
InUUJ  1  K  1  UKUUr 

ECEN! 

12-MONTH 

PRICE 

INSTI- 

ANALYSTS 

ESTIMATES 

HARE 
5RICE 
J 

HIGH/ 
LOW 
$ 

AS  %  OE 
BOOK 
VALUE 

P-E 
RATIO 

YIELD 

PAYOUT 

% 

TOTAL 
RETURN 

TUTIONS 
HOLDING 

SHRS 
0U1 

VII 

TURN- 
OVER 

% 

FY 

1989 
ACTUAL 
$ 

1990 
ACTUAL 
$ 

1991 
ESI 
$ 

VARI. 
ATION 

% 

20 

23/13 

171 

16 

0.99 

16 

25 

59 

23 

60.9 

04 

1.39 

1.27d 

1.41 

1 1.0 

Leisure  A 

54 

57/37 

145 

1  1 

4.47 

48 

14 

70 

9 

56.1 

06 

3.16 

5.05 

4.75 

8.4 

Metals  B 

29 

30/13 

475 

34 

0.00 

0 

79 

48 

16 

247.9 

06 

0.38 

0.87 

1.27 

2.8 

Health  care  C 

16 

19/12 

519 

76 

0.00 

0 

35 

81 

29 

1 13.3 

12 

-0.18 

0.21 

0.84 

13.4 

Fuel  C 

23 

25/7 

606 

17 

0.00 

0 

33 

39 

20 

405.4 

12 

0.65 

1.32 

1.66 

5.2 

Office  equipment  C 

38 

44/22 

546 

28 

0.85 

24 

23 

27 

12 

26.7 

12 

1.20 

1.35 

1.63 

4.8 

Health  care  B 

9 

12/6 

214 

NM 

0.00 

0 

-13 

47 

52 

99.9 

08 

-0.98 

-0.37 

0.13 

167.2 

Fuel  C 

47 

50/31 

358 

20 

0.49 

10 

32 

23 

10 

19.0 

12 

2.10 

2.34 

2.60 

NM 

Food  B 

41 

41/25 

251 

16 

1.31 

21 

34 

42 

1 1 

26.9 

12 

2.45 

2.60 

2.93 

2.8 

Manufacturing  A 

24 

26/19 

99 

8 

2.97 

24 

6 

25 

19 

22.7 

12 

3.12 

3.02 

3.23 

2.7 

Banks  B 

14 

22/12 

138 

68 

1.47 

100 

-26 

15 

33 

16.4 

12 

0.31 

0.20 

0.37 

22.6 

Fuel  B 

49 

62/40 

98 

14 

0.82 

12 

-17 

20 

9 

8.0 

12 

4.28 

3.39d 

3.60 

NM 

Transportation  B 

4 

7/3 

NM 

NM 

0.00 

0 

-11 

42 

105 

137.5 

12 

-0.61 

-0.35 

0.19 

54.1 

Fuel  C 

21 

21/14 

123 

8 

4.00 

34 

12 

16 

21 

38.7 

12 

2.29 

2.49 

2.48 

9.2 

Banks  C 

19 

24/10 

163 

12 

0.00 

0 

-24 

71 

24 

206.4 

07 

2.72 

1.52 

1.65 

7.1 

Leisure  C 

19 

25/13 

81 

17 

6.49 

113 

-16 

39 

24 

18.3 

12 

1.42 

1.06 

2.23 

26.2 

Banks  A 

30 

32/15 

1687 

NM 

0.00 

0 

45 

44 

15 

537.4 

12 

-1.43 

-1.68 

-0.29 

184.7 

Health  care  B 

14 

15/9 

446 

19 

3.35 

63 

56 

38 

32 

38.0 

12 

0.61 

0.73 

0.82 

4.3 

Chemicals 

41 

56/31 

65 

NM 

5.35 

DEF 

-7 

67 

1 1 

103.7 

12 

-1.52  - 

14.47 

-3.57 

60.6 

Automotive  B 

16 

16/5 

158 

24 

0.00 

0 

92 

35 

29 

155.1 

01 

1.01 

0.64 

1.00 

8.1 

Retailing 

27 

28/18 

101 

8 

5.14 

40 

16 

40 

16 

51.8 

12 

0.03 

3.50 

3.73 

4.8 

Banks  B 

17 

18/12 

209 

19 

1.82 

34 

46 

65 

27 

207.0 

05 

0.72 

0.88d 

1.06 

3.9 

Electrical  B 

32 

32/13 

516 

43 

0.00 

0 

107 

70 

14 

259.0 

06 

0.49 

0.75 

1.33 

4.1 

Health  care  D 

28 

28/20 

181 

1 1 

1.21 

14 

9 

86 

16 

162.2 

12 

2.68 

2.51 

2.76 

3.8 

Leisure  D 

10 

18/7 

57 

NM 

6.15 

DEF 

-43 

31 

45 

56.1 

12 

2.62 

-0.17 

0.57 

95.4 

Banks  A 

30 

34/21 

164 

12 

5.27 

65 

9 

73 

14 

56.9 

06 

-1.39 

2.45 

2.52 

6.1 

Manufacturing  C 

21 

22/13 

299 

16 

0.00 

0 

50 

21 

21 

77.4 

03 

1.12 

1.33d 

1.57 

5.1 

Telecomms.  B 

30 

30/18 

457 

18 

0.68 

12 

33 

74 

15 

104.8 

1 1 

1.40 

1.61 

1.75 

0.7 

Manufacturing  A 

26 

41/13 

346 

17 

0.00 

0 

1 

26 

17 

237.6 

12 

-1.27 

1.57 

2.77 

28.6 

Leisure  C 

66 

67/47 

102 

8 

2.13 

18 

2 

43 

7 

12.5 

12 

7.04 

7.91 

8.77 

1.8 

Banks  A 

27 

36/26 

734 

34 

1.02 

35 

-6 

3 

16 

4.3 

12 

0.71 

0.80 

0.94 

2.3 

Office  equipment  C 

24 

29/15 

103 

1 1 

4.95 

54 

-13 

39 

18 

57.9 

12 

3.36b 

2.23 

3.28 

3.6 

Banks  B 

39 

39/10 

739 

47 

0.00 

0 

68 

50 

11 

292.5 

06 

0.75 

0.83 

1.21 

2.8 

Office  equipment  C 

18 

24/15 

76 

19 

0.00 

0 

-25 

15 

25 

17.4 

12 

0.95 

0.91 

1.05 

7.4 

Fuel  C 

35 

35/24 

143 

10 

4.24 

42 

18 

19 

12 

32.9 

12 

3.42 

3.56 

3.40 

12.8 

Banks  A 

26 

31/20 

266 

18 

2.82 

50 

-1 

38 

16 

22.6 

12 

1.49 

1.47 

1.58 

1.8 

Telecomms.  A 

20 

22/13 

97 

9 

4.03 

36 

0 

38 

22 

48.0 

12 

2.64b 

2.25 

2.48 

36.5 

Banks  C 

32 

32/15 

304 

19 

0.00 

0 

47 

54 

13 

95.5 

10 

1.25 

1.73 

1.97 

1.1 

Telecomms.  A 

23 

27/14 

165 

13 

1.32 

17 

1 1 

75 

19 

104.1 

12 

1.34 

1.76 

1.85 

16.2 

Transportation  C 

20 

24/15 

147 

10 

3.36 

33 

-5 

22 

21 

17.6 

06 

1.62 

2.05 

1.71 

9.9 

Consumer  B 

23 

23/13 

112 

17 

2.99 

50 

49 

35 

19 

48.6 

12 

0.70 

1.35 

1.53 

14.6 

Automotive  B 

16 

24/10 

472 

25 

1.23 

31 

-32 

15 

26 

90.7 

10 

1.00 

0.65 

0.79 

5.3 

Consumer  D 

28 

28/17 

168 

13 

2.27 

30 

35 

36 

15 

32.1 

12 

1.99 

2.16 

2.46 

3.7 

Nonbank  fin.  B 

38 

39/32 

132 

10 

6.76 

69 

25 

40 

1 1 

33.1 

12 

3.55 

3.70 

3.64 

2.0 

Utilities  A 

39 

39/16 

437 

29 

0.00 

0 

63 

52 

1 1 

150.9 

01 

1.11 

1.33 

1.69 

2.6 

Retailing 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

$  MIL 

YEAR 
AGO 
RANK 

12 
MONTHS 
1990 
$  Mil 

CHANGE 
FROM 
1989 

12 

MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

12 

MONTHS 
1990 

12 
MONTHS 
1989 

% 

ON 
INVESTED 
i  APITAI 

% 

ON 
COMMON 
EQUITY 

% 

12 
MONTHS 
1990 
$  MIL 

CHANC. 
FROM 
1989 

% 

916 

ORANGE  S  ROCKLAND  UTILITIES 

421 

918 

559 

4 

42.9 

-4 

7.7 

8.3 

9 

12.0 

1017 

7 

917 

SYMANTEC 

420 

NR 

95 

47 

6.7 

-15 

7.1 

12.2 

20.5 

21,0 

53 

28 

918 

VALSPAR 

419 

934 

581 

8 

25.7 

8 

4.4 

4.4 

17.3 

19.9 

302 

19 

919 

OFFICE  DEPOT 

417 

NR 

626 

99 

9.7 

63 

1.5 

1.9 

9.0 

8.9 

221 

33 

920 

JACOBS  ENGINEERING  GROUP 

417 

NR 

933 

1  1 

15.7 

37 

1.7 

1.4 

18.0 

18.0 

267 

31 

921 

HE ALTHSOUTH  REHABILITATION 

413 

NR 

180y 

52 

12.9 

59 

7.2 

6.9 

6.8 

10.3 

301 

37  I 

922 

IE  INDUSTRIES 

410 

938 

454 

5 

61.2 

77 

13.5 

8.0 

1  1.9 

18.9 

1061 

6 

923 

CILCORP 

409 

836 

537 

17 

40.8 

-23 

7.6 

11.5 

8.2 

10.6 

1 155 

2 

924 

BRAND 

407 

NR 

384 

34 

1  1.2 

4 

2.9 

3.8 

12.9 

1  1.4 

196 

36 

925 

HOUGHTON  MIFFLIN 

406 

853 

422 

4 

18.0 

-22 

4.3 

5.7 

7.7 

8.2 

389 

17 

92(1 

GREIF  BROS. 

405 

787 

438a 

1 

22.1 

-18 

5.1 

6.2 

8.5 

8.5 

297 

3 

927 

FIRST  SECURITY 

405 

900 

703 

9 

45.7 

1 

6.5 

7.1 

NA 

9.5 

6493 

6 

92S 

SYNERGEN 

405 

NR 

9 

-27 

-6.4 

NM 

NM 

NM 

NM 

-10.9 

65 

35 

929 

LAWSON  PRODUCTS 

403 

849 

186 

5 

22.6 

3 

12.2 

12.3 

21.4 

21.4 

133 

15 

930 

CINCINNATI  MILACRON 

403 

867 

838 

2 

-22.1 

NM 

NM 

2.3 

NA 

NA 

713 

5 

931 

MIDWEST  RESOURCES 

402 

855 

894 

-4 

66.8 

-30 

7.5 

10.2 

13.1 

22.5 

1093 

2 

932 

STANDARD  REGISTER 

401 

837 

716 

1 

21.8 

-46 

3.0 

5.7 

7.0 

7.0 

454 

-1  I 

933 

FIRST  TENNESSEE  NATIONAL 

401 

917 

740 

4 

47.9 

66 

6.5 

4.1 

18  1 

12.1 

6708 

5 

934 

WESCO  FINANCIAL 

399 

898 

124a 

-32 

27.2 

-7 

21.9 

16.0 

9.1 

9.2 

744 

1  1 

935 

AMERICAN  PRESIDENT 

398 

800 

2270y 

2 

-59.6 

NM 

NM 

0.5 

NM 

-13.4 

1569 

-7  1 

936 

HEALTH  CARE  PROPERTIES  INVESTORS 

398 

NR 

72y 

15 

23.2 

68 

32.2 

22.1 

NM 

10.4 

476 

10 

937 

MASCO  INDUSTRIES 

397 

807 

1562 

-7 

-24.4 

NM 

NM 

2.8 

NM 

-6.2 

2140 

4 

938 

INTERNATIONAL  GAME  TECHNOLOGY 

396 

NR 

217 

28 

21.4 

43 

9.8 

8.8 

18.3 

22.6 

216 

24  1 

939 

PURITAN-BENNETT 

396 

NR 

252 

1 1 

15.9 

-  1 

6.3 

7.1 

NA 

14.0 

186 

14 

940 

SOFTWARE  PUBLISHING 

395 

NR 

154 

39 

20.6 

10 

13.4 

17.0 

21.4 

21.4 

123 

39 

941 

VALLEY  NATIONAL 

394 

NR 

1  142 

-5 

7.5 

NM 

0.7 

1  IM 

NM 

1.7 

10551 

0 

942 

MEASUREX 

394 

908 

266 

-7 

22.5 

-45 

8.5 

14.3 

9.6 

9.6 

337 

1 

94:! 

RYAN'S  FAMILY  STEAK  HOUSES 

393 

921 

273 

13 

24.1 

12 

8.8 

8.9 

16 

16.5 

192 

21 

944 

ILLINOIS  CENTRAL 

392 

NR 

544 

NA 

46.2 

NA 

8.5 

NA 

NA 

34.9 

1199 

NA 

945 

CRI  LIQUIDATING  REIT 

392 

NR 

37y 

-12 

37.1 

13 

101.4 

79.1 

NM 

9.1 

363 

5589 

946 

MDU  RESOURCES  GROUP 

392 

916 

329 

-3 

27.9 

-24 

8.5 

10.9 

7.2 

9.4 

991 

-1 

947 

PUGET  SOUND  BANCORP 

390 

951 

487 

6 

46.2 

66 

9.5 

6.1 

14.1 

15.6 

4590 

7 

948 

LANDS'  END 

390 

941 

604 

1 1 

14.7 

-49 

2.4 

5.3 

15.0 

14.8 

194 

0 

949 

MIPS  COMPUTER  SYSTEMS 

390 

NR 

152 

50 

7.1 

2 

4  7 

6.9 

4.7 

4.7 

193 

16 

950 

ONEOK 

389 

891 

668 

6 

31.1 

-19 

4.7 

6.0 

8.9 

9.2 

992 

-7 

951 

HANDLEMAN 

389 

722 

722 

2 

23.5 

-48 

3.3 

6.4 

9.8 

10.2 

505 

1 

952 

LSI  LOGIC 

389 

936 

656 

20 

-34.0 

NM 

NM 

NM 

NM 

-10.6 

784 

2 

953 

PUBLIC  SERVICE  CO.  OF  NEW  MEXICO 

386 

772 

855 

-7 

0  4 

-99 

0  1 

9.0 

2.5 

-1.3 

2314 

-3 

954 

MEDITRUST 

386 

NR 

89y 

24 

29.0 

35 

32.5 

30.0 

NM 

10.9 

822 

21 

955 

SIGNET  BANKING 

386 

646 

1431 

4 

41,4 

-66 

2.9 

9.0 

26.1 

5.6 

1 1405 

-9 

956 

SOUTHERN  INDIANA  GAS  &  ELECTRIC 

386 

940 

323 

4 

37.7 

4 

11.7 

1  1.6 

9.8 

14.9 

739 

2 

957 

KENNAMETAL 

386 

NR 

622 

20 

32.8 

7 

5  3 

5.9 

12.3 

13.5 

463 

21 

958 

BANTA 

386 

NR 

578 

12 

29.4 

14 

5.1 

5.0 

NA 

14.6 

398 

4 

95S 

MINE  SAFETY  APPLIANCES 

384 

985 

474 

14 

29.2 

6 

6.2 

6.6 

10.4 

10  9 

420 

18 

960 

BLAIR 

383 

NR 

478 

1  1 

37.7 

37 

7.9 

6.4 

28.0 

28.0 

194 

17 
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IECENT  12-MONTH  PRICE 

SHARE        HIGH/  AS  %  OF 
PRICE          LOW  BOOK  P-E 

$  $  VALUE  RATIO 


DIVIDENDS 


YIELD 

% 


PAYOUT 

% 


TOTAL 
RETURN 

% 


SHARES 

INSTI- 
TUTIONS 
HOLDING 

% 


SHRS  TURN- 
OUT. OVER 
MIL.  % 


EARNINGS  PER  SHARE 


ANALYSTS'  ESTIMATES 


1989 
ACTUAL 
$ 


1990  1991 
ACTUAL  EST 
$  $ 


VARI- 
ATION 


INDUSTRY  GROUP 


32  33/26  129 

44  46/18  1308 

39  43/29  325 

27  27/1  1  385 

37  44/15  476 


1  1 

35 
16 
45 
29 


7.26 
0.00 
1.56 
0.00 
0.00 


78 
0 

24 
0 
0 


17 
146 
20 
79 
114 


12 
45 
57 
45 
26 


13 
10 
1 1 
15 
1 1 


20.3 
148.7 

15.0 
257.0 

61.6 


12 
03 
10 
12 
09 


3.14 
1.05 
2.08 
0.40 
0.95 


2.99 

1.28d 

2.45 

0.60 

1.28 


3.21 
1.71 
2.68 
0.81 
1.55 


2.3 
3.9 
4.2 
9.7 
2.6 


Utilities  A 

Office  equipment  C 
Housing  A 
Services  B 
Services  A 


330  31 

129  7 

126  12 

414  36 

184  22 


0.00 
7.53 
7.60 
0.00 
2.60 


0 
51 

91 

0 
58 


80 
12 
1 

17 
5 


90 
17 
37 
34 
55 


13 
15 
13 
21 
14 


135.2 
29.5 
28.4 
86.5 
57.5 


12 
12 
12 
12 
12 


0.76 
2.31 
3.58 
0.58 
1.62 


1.06 
4.10 
2.69 
0.54 
1.27 


1.27 
2.37 
3.29 
0.92 
1.79 


5.5 
6.6 
4.6 
7.7 
6.5 


Health  care  C 
Utilities  A 
Utilities  A 
Services  C 
Publishing/TV  B 


156  18 

85  9 

687  NM 

383  18 

183  NM 


1.68 
4.53 
0.00 
1.34 
4.88 


31 
42 
0 
24 
DEF 


-12 
-12 
177 
14 
-20 


23 
49 
29 
40 
61 


12  4.4 

14  51.8 

11  221.6 

14  70.7 

27  38.3 


10 
12 
12 
12 
12 


2.19 
3.28b 
-0.15 
1.61 
0.75 


1.81 

3.04 
-0.62 

1.67 
-0.87 


1.75 
3.44 
-0.81 
1.90 
0.51 


NM 
5.0 

14.2 
5.2 

28.8 


Containers  B 
Banks  D 
Health  care  B 
Services  B 
Manufacturing  B 


145  15 

128  19 

101  8 

135  15 

81  NM 


8.38 
4.00 
6.59 
1.54 
2.82 


125 
76 
56 
23 

DEF 


-5 
-13 
1 

2 


3 
74 
48 
87 
73 


22 
29 
16 
7 
19 


27.6 
58.4 
53.7 
4.3 
48.5 


12 
12 
12 
12 
12 


2.28 
1.35 
1.82 
4.26 
-0.04 


1.25 
0.74 
3.01 
3.74d 
-3.46 


1.71 
1.12 
3.55 
4.30 
0.87 


6.7 
13.8 
4.6 
NM 
33.5 


Utilities  A 

Office  equipment  A 
Banks  C 
Nonbank  fin.  A 
Transportation  D 


178 
101 
420 
350 
409 


17 
NM 
21 
25 
21 


8.91 
0.00 
0.00 
0.35 
0.00 


150 
0 
0 
9 
0 


33 
-21 
74 
42 
63 


56 
4 
56 
69 
74 


1 1 
74 
14 


43.5 
27.3 
184.7 


11  137.7 

12  368.9 


12 
12 
09 
12 
09 


1.55 
0.58 
0.87 
1.42 
1.40 


2.06 
-0.33 
1.37 
1.39 
1.59 


NA 

0.23 
1.64 
1  5  5 
2.33 


NM 

83.9 
3.8 
4.5 
6.2 


Health  care  C 
Automotive  B 
Manufacturing  A 
Health  care  D 
Office  equipment  C 


87  52 

168  17 

269  16 

338  8 

108  1 1 


0.00 
2.00 
0.00 
0.00 
19.53 


0 
35 
0 
0 

206 


-5 
NA 
15 


58 
66 
45 
26 
0 


20 
18 
52 
24 
30 


266.7 
77.5 

135.2 
NA 
9.4 


12 
11 
12 
12 
12 


-7.55 
2.17 
0.41 
0.14 
1.08 


0.38 
1.26 
0.46 
1.96 
1.22 


0.85 
1.38 
0.53 
2.16 
NA 


80.7 
8.5 
3.2 
10.6 
NM 


Banks  D 
Electrical  C 
Leisure  A 
Transportation  B 
Housing  B 


136  14 

132  9 

354  27 

260  61 

117  12 


6.88 
4.20 
1.00 
0.00 
5.74 


99 
36 
27 
0 
69 


9 
24 

3 
-40 
-1 


16 

37 
20 
25 
55 


19 
16 
19 

23 
27 


19.3 
1  19.1 

40.8 
288.7 

43.3 


12 
12 
01 
12 
08 


1.89 
1.70 
1.45 
0.36 
1.29 


1.43 
2.86 
0.75 
0.28 
1.21 


1.98 
3.1 1 
1.12 
0.38 
1.40 


3.4 
3  0 
15.0 
23.4 
5.0 


Utilities  B 
Banks  D 
Retailing 

Office  equipment  C 
Utilities  B 


12  19/8 

9  13/5 

9  15/8 

21  22/16 

1 5  30/7 


169 
122 

52 
145 

52 


1 1 
NM 
NM 

13 
9 


3.37 
0.00 
0.00 
1 1.25 
10.76 


37 
0 
0 
148 
100 


37 
5 
41 
29 
-48 


70 
46 
43 
54 
33 


33 
42 
42 
19 
27 


78-2 
65.1 
62.1 
50.8 
74.0 


04 
12 
12 
12 
12 


1.13 
-0.60 
1.73 
1.37 
4.55 


1.08d 
-0.80 
-0.23 
1.57 
1.56 


1.28 
0.47 
0.70 
1.63 
1.34 


15.9 
16.6 
20.7 
6.5 
25.4 


Services  E 
Electrical  D 
Utilities  A 
Health  care  C 
Banks  C 


34/28 
37/24 
30/20 
62/47 
43/25 


158 
159 
191 
144 
284 


11 
12 
13 
13 
10 


6.1  1 
3.17 
1.85 
1.49 
5.25 


66 
38 
24 
20 
53 


17 
32 
20 
14 
61 


18 
76 
63 
41 
41 


12 
1  1 
13 
7 
9 


22.7 
60.0 
98.3 
11.1 
23.4 


12 
06 
12 
12 
12 


2.81 
2.90 
1.86 
4.19 
3.01 


3.02 
3.08 
2.29 
4.50 
4.13 


3.05 
3.31 
2.35 
NA 
3.75 


1.4 
5.4 
2.2 
NM 
0.0 


Utilities  A 
Manufacturing 
Services  D 
Health  care  D 
Retailing 


00TN0US  TO  TABLES  APPEAR  ON  PAGES  1S0-1S1 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

$  MIL 

YEAR 
AGO 
RANK 

15 

MONTHS 
1990 
$  MIL 

CHANGE 
EROM 
1989 

% 

12 
MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

% 

12 

MONTHS 
1990 

% 

12 
MONTHS 
1989 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

12 
MONTHS 
1990 
$  MIL. 

CHANGE 
FROM  ' 
1989  , 

% 

9(il 

SHARED  MEDICAL  SYSTEMS 

383 

NR 

403y 

3 

22  7 

25 

5.6 

4.6 

13.4 

13.3 

278 

1 

962 

NETWORK  SYSTEMS 

382 

964 

164 

13 

22.0 

27 

13.4 

12.0 

9.0 

8.9 

294 

12 

963 

ALBANY  INTERNATIONAL 

380 

880 

556 

10 

7.6 

-83 

1.4 

8.8 

3.2 

3.2 

703 

24 

964 

CENTRAL  FIDELITY  BANKS 

380 

851 

605 

13 

55.8 

3 

9.2 

10.1 

22.6 

14.6 

6173 

16 

965 

NACCO  INDUSTRIES 

380 

840 

1385 

17 

30.9 

-43 

2.2 

4.5 

NA 

8.9 

1568 

-2 

966 

WASHINGTON  ENERGY 

375 

NR 

377 

1 

25.6 

9 

6.8 

6.3 

9.5 

10.1 

771 

17 

967 

LESLIE  FAY 

375 

NR 

859 

9 

29.8 

16 

3.5 

3.3 

13.7 

17.5 

440 

14 

968 

KAUFMAN  &  BROAD  HOME 

374 

959 

1366 

8 

39.9 

-51 

2.9 

6.4 

13.0 

17.0 

1544 

4 

969 

EASTERN  UTILITIES  ASSOCIATES 

374 

784 

452 

1 1 

21.2 

-53 

4.7 

1 1.0 

7.0 

4.3 

1650 

20 

970 

WEST  ONE  BANCORP 

374 

NR 

465 

7 

42.6 

25 

9.1 

7.8 

20.2 

13.8 

4587 

4 

971 

KAYDON 

373 

NR 

169 

12 

26.0 

14 

15.4 

15.1 

20.9 

24.1 

165 

7 

972 

MAXXAM 

372 

995 

2361 

-3 

144.4 

24 

6.1 

4.8 

16  1 

39.9 

2994 

-9 

973 

CONVEX  COMPUTER 

372 

NR 

209 

32 

18.4 

61 

8.8 

7.2 

NA 

12.9 

267 

54 

974 

SEQUENT  COMPUTER  SYSTEMS 

372 

860 

249 

71 

18.8 

37 

7  6 

9.5 

9  8 

9.9 

251 

71 

975 

SYMBOL  TECHNOLOGIES 

371 

NR 

232 

4 

7.6 

-60 

3.3 

8.5 

3.4 

3.3 

315 

7 

976 

AMERICAN  HEALTH  PROPERTIES 

370 

NR 

59y 

26 

28.0 

31 

47.2 

45.3 

NM 

10.9 

515 

19 

977 

T.  ROWE  PRICE  ASSOCIATES 

369 

892 

170y 

7 

20.9 

-30 

12.3 

18.6 

19.7 

18.7 

162 

27 

978 

BJ  SERVICES 

369 

NR 

366 

14 

20.9 

69 

5  / 

3  8 

16.0 

17.7 

244 

14 

979 

CENTRAL  BANCSHARES  OF  THE  SOUTH 

368 

NR 

513 

8 

48.9 

17 

9.5 

8.8 

32.2 

15.2 

4915 

9 

980 

FEDERAL-MOGUL 

368 

903 

1 134 

5 

9.2 

-72 

0.8 

3.1 

3.6 

1.9 

1084 

34 

981 

HOME  BENEFICIAL 

368 

950 

242a 

29 

69.0 

59 

28.6 

23.2 

16.0 

17.3 

1160 

4 

982 

ENTERRA 

367 

NR 

144 

33 

18.2 

568 

12.6 

2.5 

12.0 

1  1.2 

214 

74 

983 

DURR  FILLAUER  MEDICAL 

365 

NR 

815 

16 

17.1 

18 

2.1 

2.1 

14.0 

14.0 

244 

16 

984 

STERLING  CHEMICALS 

365 

881 

586 

17 

78.8 

29 

13.4 

12.2 

45.5 

66.2 

367 

10 

985 

TCA  CABLE  TV 

363 

NR 

1  14a 

44 

4.8 

-56 

4.2 

13.7 

6.2 

7.3 

325 

-1 

986 

HENLEY  GROUP 

363 

676 

1871 

19 

-101.0 

NM 

NM 

NM 

MA 

-9.6 

3169 

-21 

987 

NABORS  INDUSTRIES 

363 

NR 

178 

134 

18.1 

200 

10.2 

8.0 

14.9 

17.6 

209 

207 

988 

DONALDSON 

362 

NR 

450 

12 

24.5 

50 

5.4 

4  1 

16.2 

17.8 

255 

17 

989 

SCIENTIFIC-ATLANTA 

360 

777 

574 

-2 

34,0 

-14 

5.9 

6.8 

12.1 

11.8 

392 

7 

990 

UNITED  MISSOURI  BANCSHARES 

360 

932 

407 

6 

37,2 

-1 

9.1 

9.8 

NA 

11.0 

4272 

6 

991 

FRED  MEYER 

360 

955 

2476 

8 

33.6 

NM 

1.4 

NM 

NA 

1  9 

969 

8 

992 

LA-Z-BOY  CHAIR 

359 

1000 

61  1 

5 

26.0 

-6 

4.3 

4.8 

10.7 

12.0 

353 

1 

993 

LUKENS 

358 

NR 

684 

6 

44.2 

6 

6.5 

6.4 

16.1 

21.6 

412 

9 

994 

MNC  FINANCIAL 

357 

345 

3217 

7 

-439.5 

NM 

1 1 M 

8  1 

NM 

-35.1 

26376 

3 

995 

CENTRAL  HUDSON  GAS  &  ELECTRIC 

357 

992 

504 

7 

41.0 

5 

8.1 

8.3 

8.4 

10.6 

1094 

2 

996 

CLEVELAND-CLIFFS 

357 

913 

310 

-12 

73.8 

18 

23.8 

17.8 

NA 

25.4 

508 

22 

997 

BERLITZ  INTERNATIONAL 

355 

NR 

261 

21 

22.6 

65 

8.7 

6.3 

6.6 

5.1 

497 

9 

998 

FOURTH  FINANCIAL 

354 

809 

387 

27 

17.5 

-49 

4.5 

1  1  3 

7.5 

6.3 

4279 

34 

999 

AMERICAN  WASTE  SERVICES 

354 

NR 

95 

153 

9.2 

74 

9.7 

14.1 

23.5 

50.9 

74 

NA 

1000 

INTERNATIONAL  TECHNOLOGY 

353 

NR 

387 

37 

16.4 

41 

4.2 

4.1 

10.7 

16.9 

353 

17 

(a)  Latest  available  data,  (b)  Actual  and  estimated  figures  are  fully  diluted,  (c)  Estimated  earnings  data,  (d)  Earnings  data  from  Institutional 
Brokers  Estimate  System,  (x)  Sales  include  excise  taxes,  (y)  Sales  include  other  income,  (z)  Sales  include  excise  taxes  and  other  income. 
NA  =  not  available.  NM  =  not  meaningful.  NR  — not  ranked  in  Top  1000  in  1990.  NEG     negative  book  value  per  share.  DEF  =  earnings 
deficit  in  dividend  payout,  f  Because  BUSINESS  WEEK  is  owned  by  McGraw-Hill,  the  Top  1000  does  not  include  a  forecast  of  the  company's 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAGE  187 


O  <*  o  <> 


LUATION 

DIVIDENDS 

SHARES 

EARNINGS 

PER  SHARE 

INDUSTRY  GROUP 

ENT 

12  MONTH 

PRICE 

INSTI- 

ANALYSTS' 

1  ,  1  If.'MI. 

ARE 
ICE 
I 

HIGH/ 
LOW 
$ 

AS  %  OF 
VALUE 

RATIO 

% 

D  A  VI'll  IT 

% 

TOTAL 

DtTI  IL'M 
Kt  1  UKIN 

% 

TUTIONS 
ufii  niKir 

HULUINU 

% 

SHRS 

Mil 

TURN- 
ED 

FV 

1989 
$ 

1990 
ACTUAL 
$ 

1991 
1  SI 

$ 

VARI- 

% 

17 

19/12 

225 

17 

4.91 

83 

30 

71 

22 

1 19.6 

12 

0.79 

1.01 

1.12 

2.9 

Office  equipment  C 

13 

16/8 

155 

18 

0.00 

0 

5 

90 

29 

336.5 

12 

0.59 

0.74 

0.87 

6.9 

Office  equipment  B 

15 

19/8 

158 

50 

2.33 

1 17 

-10 

40 

25 

39.0 

12 

1.75 

0.30 

0.64 

14.7 

Manufacturing  D 

27 

30/18 

99 

7 

5.74 

41 

-1 

36 

14 

100.8 

12 

3.53 

3.71 

3.79 

8.4 

Banks  C 

43 

71/22 

110 

12 

1.40 

17 

-13 

59 

9 

49.8 

12 

6.08 

3.49 

3.66 

1  1.7 

Fuel  A 

20 

21/18 

166 

17 

6.97 

1  16 

4 

19 

19 

72.4 

09 

1.52 

1.17 

1.67 

2.7 

Utilities  B 

20 

20/8 

220 

13 

0.00 

0 

67 

64 

19 

80.9 

12 

1.35 

1.57 

1.85 

5.8 

Consumer  A 

4 

14/5 

160 

1 1 

2.22 

24 

18 

62 

28 

92.2 

1 1 

2.44 

1.25 

1.08 

35.3 

Housing  B 

23 

38/21 

95 

21 

11.37 

243 

-33 

64 

16 

102.1 

12 

2.95 

1.07 

1.83 

25.3 

Utilities  A 

29 

31/18 

121 

9 

3.01 

26 

31 

35 

13 

56.9 

12 

2.72 

3.34 

3.65 

2.3 

Banks  D 

14 

44/28 

346 

14 

1.15 

17 

36 

60 

9 

73.3 

12 

2.66 

3.02 

3.29 

3.2 

Manufacturing  C 

»3 

68/26 

103 

3 

0.00 

0 

28 

14 

9 

92.3 

12 

12.97 

15.19 

NM 

NM 

Metals  A 

7 

21/8 

260 

20 

0.00 

0 

10 

51 

21 

104.4 

12 

0.60 

0.88 

1.04 

5.9 

Office  equipment  B 

9 

34/10 

196 

23 

0.00 

0 

-27 

56 

20 

428.8 

12 

0.70 

0.81 

0.92 

23.6 

Office  equipment  B 

7 

17/5 

164 

50 

0.00 

0 

93 

50 

22 

170.6 

12 

0.91 

0.33 

0.79 

18.1 

Office  equipment  B 

25 

27/20 

144 

13 

9.96 

131 

33 

50 

15 

49.9 

12 

1.71 

1.90 

NA 

NM 

Health  care  C 

26 

30/14 

330 

18 

2.49 

45 

-13 

45 

14 

59.9 

12 

2.00 

1.42 

1.79 

10.4 

Nonbank  fin.  A 

28 

28/19 

313 

20 

0.00 

0 

NA 

47 

13 

NA 

09 

0.82 

1.42 

1.81 

4.6 

Fuel  C 

8 

18/13 

114 

8 

4.51 

34 

20 

19 

21 

22.0 

12 

1.95 

2.34 

2.48 

2.7 

Banks  C 

7 

23/10 

155 

83 

5.58 

460 

-9 

54 

22 

34.1 

12 

1.26 

0.20 

0.87 

25.1 

Automotive  B 

)9 

39/30 

85 

5 

3.43 

18 

7 

26 

10 

13.4 

12 

4.25 

7.36 

4.85 

2.3 

Nonbank  fin.  B 

23 

24/15 

227 

19 

0.00 

0 

52 

73 

16 

76.9 

12 

0.26 

1.21 

1.42 

4.9 

Fuel  C 

29 

29/16 

300 

22 

0.83 

18 

72 

62 

13 

88.6 

12 

1.18b 

1.34 

1.51 

2.6 

Health  care  A 

7 

8/5 

306 

6 

15.09 

93 

-2 

20 

55 

26.3 

09 

1.77 

1.07 

0.88 

22.6 

Chemicals 

5 

17/10 

559 

75 

1.87 

140 

23 

39 

24 

46.3 

10 

0.45 

0.20 

0.36 

23.8 

Publishing/TV  A 

8 

39/15 

34 

NM 

0.00 

0 

-49 

30 

20 

178.6 

12 

-10.45 

-5.13 

NA 

NM 

Electrical  C 

7 

8/4 

351 

25 

0.00 

0 

54 

65 

54 

54.4 

09 

0.12 

0.27 

0.48 

5.2 

Fuel  C 

)8 

38/22 

262 

18 

1.15 

20 

66 

65 

9 

64.1 

07 

1.62 

2.17 

2.58 

5.9 

Automotive  B 

6 

29/9 

125 

8 

1.00 

8 

-28 

48 

23 

1  19.2 

06 

1.53 

1.90 

1.02 

16.7 

Telecomms.  A 

29 

30/23 

107 

10 

2.78 

27 

1 

5 

13 

8.3 

12 

2.89 

2.97 

3.04 

1.6 

Banks  B 

6 

18/10 

134 

12 

0.00 

0 

-5 

26 

23 

41.2 

01 

-0.28 

1.37 

1.57 

13.4 

Retailing 

20 

22/12 

166 

14 

2.80 

41 

16 

19 

18 

1  1.7 

04 

1.58 

1.38d 

1.60 

5.2 

Consumer  B 

)3 

45/28 

182 

8 

3.44 

29 

28 

72 

8 

89.7 

12 

4.73 

5.07 

4.78 

12.3 

Metals  B 

4 

22/2 

28 

NM 

0.00 

0 

-79 

31 

87 

99.1 

12 

3.44b 

-5.23 

-1.16 

128.0 

Banks  A 

24 

25/20 

107 

10 

7.71 

77 

13 

19 

15 

32.7 

12 

2.28 

2.38 

2.52 

3.8 

Utilities  A 

)1 

35/20 

123 

5 

2.62 

13 

5 

69 

12 

57.9 

12 

5.37 

6.31 

4.07 

12.9 

Metals  C 

9 

23/13 

172 

33 

2.68 

89 

14 

39 

19 

42.3 

12 

0.63 

0.56 

0.95 

27.4 

Services  E 

9 

28/16 

127 

19 

4.63 

90 

-17 

21 

19 

15.2 

12 

1.99 

0.98 

1.78 

14.1 

Banks  B 

2 

15/10 

1957 

32 

0.00 

0 

NA 

7 

29 

NA 

12 

0.23 

0.37 

0.59 

7.4 

Services  C 

1 

12/6 

365 

21 

0.00 

0 

59 

49 

32 

93.1 

03 

0.42 

0.53d 

0.66 

3.5 

Services  C 

arnings.  f|  Data  do  not  include  full  12-months'  results.  Data  compiled  by  Standard  &  Poor's  Compustat  Services  Inc.  from  sources  such  as 
latistical  services,  registration  statements,  and  company  reports  that  SPCS  believes  to  be  reliable  but  that  are  not  guaranteed  by  SPCS  or 
USINESS  WEEK  as  to  correctness  or  completeness.  This  material  is  not  an  offer  to  buy  or  sell  any  security.  Additional  data:  Institutional 
rokers  Estimate  System,  Vickers  Stock  Research  Corp. 
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UDS  V.32  Modems:  winners 
at  192  kbps-now  FasTalk 
doubles  the  speed 


"...the  last  modem 
1  j^fj     you'll  ever 
hmm    have  to  buy." 

B          INFO  ..."high  speed  connections 
■  WORLD  at  a  comfortable  price." 

;  MARKET  LEADER  Recognized  by  two  independent  research  firms 

V.32 
report  card 
winner 


|pcw«rld| 

1  B  E  S 

1  F= 

1  ...... 

B  U 

EDITOR'S 

CHOICE  , 
^—  


From  the  day  of  its  introduction, 
UDS'  V.32  modem  has  gathered 
honors  from  leading  computer  publ 
cations  and  other  industry  watcher: 

Initially  it  set  the  standard  for  9. 
kbps,  full-duplex  traffic  over  dial-u 
lines.  When  MNP*  level  5  data 
compression  was  added,  throughp 
went  to  19.2  kbps. 

Now  comes  the  FasTalk  V.32/42 
—  a  modem  that  is  specifically 
designed  for  PC  applications  and  i 
fully  compliant  with  CCITT's 
VA2bis  recommendation.  Meeting 
this  standard  gives  the  V.32/42b  a 
maximum  data  rate  of  38.4  kbps 

The  modem  is  particularly  usefu 
for  bit-intensive  data  transfers,  sucr 
as  engineering  graphics,  image  pro- 
cessing and  complex  financial 
operations.  Data  Rate  is  automati- 
cally adjusted  to  9600,  4800,  2400 
or  300  bps  (CCITT  V.32  and 
V.Hbis).  At  the  9600  bps  rate,  trelli 
coding  gives  the  FasTalk  V.32/42b 
an  exceptionally  high  tolerance  for 
noisy  lines. 

For  accurate  communication  over 
worst-case  lines,  the  unit  incorpo 
rates  V42  LAP-M  and  MNP  4  error 
control  functions.  A  full  comple- 
ment of  on-board  test  functions  is 
included,  and  eight  LEDs  provide 
easy  monitoring  of  the  unit's  opera 
tion  and  built-in  diagnostic  features. 

Get  acquainted  with  the  latest 
winner  in  the  UDS  V.32  family.  For 
technical  details  and  quantity 
pricing,  contact  UDS,  5000 Bradford; 
Drive,  Huntsville,  AL  35805-1993. 
Telephone  205/430-8000;  FAX 
205/430-8926. 

MNP*is  a  registered  trademark  of  Microcom  Systems.  Inc 
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COMPANY 


MARKET  VALUE  :  SALES 


rop 

1UO0 
RAtlt 


CHANGE 
FROM 
1990 


12  CHANGE 
MONTHS  FROM 
1990  1989 
$  Mil  % 


PROFITS 


12  CHANGE 
MONTHS  FROM 
1990  1989 


ASSETS 


12  CHANGE 

MONTHS  FROM 

1990  1989 
$  MIL  % 


ON  ON 
INVESTED  COMMON 
CAPITAL  EQUITY 


ALL-INDUSTRY  COMPOSITE 


2974924       11  3815007 


8  176472.1 


7458452 


11.0 


12.5 


/  AEROSPACE 


INDUSTRY  COMPOSITE 

34104 

-2 

105212 

14 

2906.6 

37 

71548 

6 

10.2 

11.6 

BOEING 

30 

17008 

6 

27595 

36 

1385.0 

105 

14008 

9 

19.4 

20.3 

UNITED  TECHNOLOGIES 

101 

6103 

-10 

21783 

10 

750.6 

7 

15918 

9 

1 1.4 

13.4 

LOCKHEED 

256 

2623 

17 

9958 

1 

335.0 

5483 

6860 

1 

10.4 

14.5 

MARTIN  MARIETTA 

277 

2399 

13 

6126 

6 

327.6 

7 

361  1 

3 

18.2 

22.1 

McDonnell  douglas 

396 

1552 

-29 

16246 

1 1 

275.0 

NM 

14965 

12 

7.7 

7.8 

NORTHROP 

474 

1227 

57 

5490 

5 

210.4 

NM 

3176 

-6 

17.7 

20.9 

SUNDSTRAND 

504 

1  139 

-13 

1600 

5 

1  15.6 

-4 

1582 

6 

20.8 

19.2 

8 

GENERAL  DYNAMICS 

559 

985 

-37 

10173 

1 

-639.4 

NM 

6573 

0 

NM 

-31.2 

9 

SEOUA 

778 

564 

-17 

2200 

18 

61.2 

-12 

2401 

12 

6.8 

7.8 

10 

GRUMMAN 

828 

504 

5 

4041 

14 

85.6 

27 

2454 

-5 

9.0 

9.5 

2  AUTOMOTIVE 

INDUSTRY  COMPOSITE 

55341 

-17 

291129 

-2 

-750.8 

NM 

432122 

4 

-15.9 

3.0 

2A  CARS  &  TRUCKS 

GROUP  COMPOSITE 

45702 

-19 

259563 

-2 

-1024.9 

NM 

406597 

4 

NM 

2.9 

GENERAL  MOTORS 

18 

23997 

-17 

124705 

-2 

-1985.7 

NM 

180236 

4 

NM 

NA 

FORD  MOTOR 

35 

16085 

-30 

97650 

2 

860.1 

-78 

173662 

8 

6.0 

3.7 

CHRYSLER 

207 

3260 

-21 

30620 

-13 

68.0 

-79 

46374 

-9 

6.1 

1.0 

PACCAR 

440 

1361 

-15 

2778 

-21 

63.7 

-74 

2906 

-5 

6.4 

6.2 

NAVISTAR  INTERNATIONAL 

554 

1000 

-9 

3810 

-7 

-31.0 

NM 

3418 

-7 

NM 

-10.5 

2B  PARTS  &  EQUIPMENT 

GROUP  COMPOSITE 

5929 

-3 

18812 

2 

167.1 

-  66 

1S553 

-1 

7.8 

3.0 

EATON 

324 

201 1 

-1 

3640 

-1 

169.3 

-19 

3013 

-1 

1 1.8 

14.8 

DANA 

477 

1220 

-14 

5225 

l 

75.6 

-43 

4513 

-14 

8.8 

7.2 

ECHLIN 

680 

698 

-5 

1652 

12 

44.8 

5 

1277 

20 

6.4 

6.7 

CUMMINS  ENGINE 

889 

445 

6 

3462 

-2 

-165.1 

NM 

2077 

5 

NA 

-26.1 

ARVIN  INDUSTRIES 

91 1 

428 

34 

1687 

10 

33.2 

69 

1 193 

6 

6.9 

6.7 

.LUSTRATIONS  BY  LIZ  PYLE 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

\ 

TOP 
1000 
RANK 

$  MIL 

CHANGE 
FROM 
1990 

% 

12 

MONTHS 
1990 
$  Mil 

CHANGE 
FROM 
1989 

% 

12 
MONTHS 
1990 
$  Mil 

CHANGE 
FROM 
1989 

% 

12 
MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

6 

MASCO  INDUSTRIES 

937 

397 

-19 

1562 

-7 

-24.4 

NM 

2140 

-4 

NM 

-6.2  1; 

7 

FEDERAL-MOGUL 

980 

368 

-8 

1  134 

5 

9.2 

-72 

1084 

34 

3.6 

1.9 

8 

DONALDSON 

988 

362 

57 

450 

12 

24.5 

50 

255 

17 

16.2 

17.8 

2C  TIRE  &  RUBBER 

GROUP  COMPOSITE 

3710 

-9 

1  2755 

4 

106.9 

-67 

997  2 

7 

2.3 

4.0 

i 

GOODYEAR  TIRE  &  RUBBER 

422 

1411 

-35 

1 1273 

4 

-38.3 

NM 

8964 

6 

-3.9 

-1.8 

2 

BANDAG 

429 

1387 

1 1 

586 

12 

78.8 

4 

392 

13 

NA 

34.7 

3 

COOPER  TIRE  &  RUBBER 

584 

913 

20 

896 

3 

66.5 

14 

616 

19 

15.1 

18.0 

j  BANKS 

INDUSTRY  COMPOSITE 

120790 

-1 

252321 

2 

10405.1 

46 

2135432 

3 

18.3 

8.4 

3A  BANKS  -  EAST 

GROUP  COMPOSITE 

43599 

-11 

132352 

0 

2  2  24.8 

NM 

1018985 

0 

12.5 

3.5 

J.  P.  MORGAN 

70 

8238 

24 

10465 

1 

775.0 

NM 

93103 

5 

NA 

15.9 

CITICORP 

132 

5110 

-34 

38385 

1 

318.0 

-36 

227560 

0 

-9.4 

2.1 

BANKERS  TRUST  NEW  YORK 

182 

3712 

15 

7919 

3 

665.0 

NM 

63596 

9 

48.7 

26.0 

PNC  FINANCIAL 

225 

2866 

-24 

4880 

5 

70.9 

-81 

45533 

0 

NM 

2.6 

CHASE  MANHATTAN 

327 

1975 

-36 

13672 

-2 

-334.0 

NM 

98064 

-9 

NM 

-1 1.2 

BANK  OF  NEW  YORK 

329 

1963 

-23 

5333 

-3 

308.3 

508 

47815 

-4 

23.1 

11.2 

FLEET  NORSTAR  FINANCIAL  GROUP 

336 

1928 

-20 

4071 

1 1 

-48.5 

NM 

32507 

-3 

NM 

-2.8 

MANUFACTURERS  HANOVER 

339 

191 1 

-21 

7695 

-9 

139.0 

NM 

61530 

2 

NA 

3.2 

REPUBLIC  NEW  YORK 

342 

1909 

30 

2772 

6 

201.2 

739 

29597 

16 

17.0 

13.1 

CORESTATES  FINANCIAL 

346 

1894 

19 

2584 

-1 

1  14.0 

10 

23520 

0 

16.5 

7.6 

CHEMICAL  BANKING 

384 

1622 

-22 

7967 

-3 

291.2 

NM 

73019 

2 

23.4 

7.2 

STATE  STREET  BOSTON 

391 

1590 

17 

1320 

21 

1  17.3 

13 

1  1651 

17 

31.6 

16.9 

FIRST  FIDELITY  BANCORPORATION 

438 

1364 

5 

3082 

2 

-6.1 

NM 

29110 

-5 

NM 

-1.5 

KEYCORP 

482 

1  196 

12 

1804 

9 

148.4 

8 

19266 

25 

16.4 

14.1 

MELLON  BANK 

506 

1  132 

22 

3477 

-4 

174.0 

-4 

28762 

-9 

NA 

8.7 

WILMINGTON  TRUST 

661 

735 

7 

428 

1 1 

67.0 

12 

3834 

2 

36.2 

22.6 

MERCANTILE  BANKSHARES 

707 

'  669 

6 

465 

8 

66.3 

7 

4394 

13 

NA 

14.4 

MERIDIAN  BANCORP 

725 

62  9 

-9 

1272 

14 

48.5 

-53 

1 1866 

0 

17.3 

7.1 

BANK  OF  BOSTON 

781 

562 

-49 

5658 

-17 

-438.1 

NM 

32529 

-17 

NA 

-27.5 

20 

SHAWMUT  NATIONAL 

846 

479 

-57 

2741 

-9 

-133.0 

NM 

23703 

-15 

NM 

-9.8 

21 

INTEGRA  FINANCIAL 

886 

447 

-27 

740 

7 

26.1 

-27 

7627 

13 

NM 

4.8 

22 

UJB  FINANCIAL 

895 

440 

-43 

1355 

1 1 

-5.6 

NM 

12818 

5 

NA 

-1.0 

23 

FIRST  EMPIRE  STATE 

900 

436 

-2 

713 

14 

53.9 

6 

7715 

24 

23.3 

12.7 

24 

DAUPHIN  DEPOSIT 

905 

433 

3 

335 

2 

45.4 

2 

3489 

7 

18.5 

15.0 

25 

MNC  FINANCIAL 

994 

357 

-80 

3217 

7 

-439.5 

NM 

26376 

3 

NM 

-35.1 

3B  BANKS  -  MIDWEST 

GROUP  COMPOSITE 

30485 

12 

41221 

3 

3094.3 

-1 

383419 

5 

19.1 

12.5 

BANC  ONE 

127 

5321 

28 

3507 

1 1 

423.4 

22 

30336 

14 

18.1 

15.0 

NBD  BANCORP 

249 

2654 

16 

2688 

6 

274.8 

6 

26747 

4 

23.3 

15.1 

NORWEST 

262 

2556 

37 

3482 

12 

280.6 

37 

30626 

17 

NA 

19.0 

NATIONAL  CITY 

292 

2208 

-3 

2682 

5 

233.5 

-1 1 

23743 

3 

19.1 

14.5 

FIRST  CHICAGO 

392 

1568 

-25 

5693 

1 

249.3 

-31 

50779 

6 

23.8 

9.3 

FIFTH  THIRD  BANCORP 

393 

1566 

18 

834 

9 

120.4 

1 1 

7956 

1 1 

18.5 

15.4 

FIRST  BANK  SYSTEM 

432 

1374 

58 

2139 

-15 

130.6 

6774 

19001 

-9 

NM 

10.8 
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COMPANY 

MARKET 

VALUE 

SALES 

n  n  a  r  i  t  r 

PROFITS 

ASSETS 

n  z  t  1 1  n  hi 

RETURN 

TOP 
RANK 

CHANGE 
FROM 
1990 
$  MIL  % 

12 

MONTHS 
1990 
$  MIL. 

CHANGE 
FROM 
1989 

% 

12 
MONTHS 
1990 
$  MIL. 

CHANGE 
1  ROM 
1989 

% 

12 

MONTHS 
1990 
$  MIL. 

CHANGE 
FROM 
1989 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

8 

BOATMEN'S  BANC  SHARES 

455 

1305 

17 

1515 

3 

135.2 

5 

17469 

0 

NA 

1  1.8 

9 

SOCIETY 

466 

1245 

1 1 

1725 

-2 

155.2 

251 1 

151  10 

-7 

22.8 

15.4 

10 

NORTHERN  TRUST 

483 

1  196 

8 

1323 

7 

1 15.4 

2 

1 1789 

8 

NA 

19.2 

11 

HUNTINGTON  BANCSHARES 

575 

937 

1 

1256 

8 

85.2 

-21 

1 1809 

1 

20.7 

11.1 

12 

COMERICA 

581 

919 

18 

1324 

6 

128.5 

66 

13300 

9 

19.5 

17.1 

13 

FIRST  OF  AMERICA  BANK 

594 

887 

9 

1389 

6 

131.6 

7 

14039 

10 

13.7 

14.5 

14 

MANUFACTURERS  NATIONAL 

612 

847 

12 

1 162 

6 

108.2 

1 

12078 

17 

24.7 

14.7 

15 

FIRSTAR 

674 

712 

6 

976 

6 

97.6 

12 

9383 

9 

NA 

14.2 

16 

MARSHALL  &  ILSLEY 

702 

673 

-7 

833 

6 

71.3 

-17 

7460 

4 

15.3 

1  1.9 

17 

STAR  BANC 

703 

672 

23 

663 

4 

64.9 

12 

6295 

6 

NA 

13.0 

18 

OLD  KENT  FINANCIAL 

706 

669 

-7 

870 

1 

87.5 

2 

8205 

1 

17.4 

14.6 

19 

CONTINENTAL  BANK 

722 

638 

-34 

3070 

-7 

88.0 

-69 

27143 

-8 

33.1 

4.4 

20 

AMERITRUST 

835 

495 

-38 

1281 

7 

-96.4 

NM 

1 101 1 

-2 

NM 

-15.2 

21 

COMMERCE  BANCSHARES 

880 

451 

3 

598 

5 

57.5 

-3 

6709 

15 

NA 

12.6 

22 

MERCANTILE  BANCORPORATION 

891 

443 

1 

757 

5 

56.7 

10765 

7617 

10 

18.5 

12.9 

23 

INB  FINANCIAL 

902 

435 

-14 

657 

0 

40.6 

-32 

6263 

2 

17.7 

9.6 

24 

UNITED  MISSOURI  BANCSHARES 

990 

360 

-5 

407 

6 

37.2 

-1 

4272 

6 

NA 

1 1.0 

25 

FOURTH  FINANCIAL 

998 

354 

-28 

387 

27 

17.5 

-49 

4279 

34 

7.5 

6.3 

3C  BANKS  -  SOUTH  &  SOUTHEAST 

CROUP  COMPOSITE 

23009 

-6 

35068 

8 

2385.1 

-17 

342445 

8 

23.6 

11.3 

FIRST  WACHOVIA 

200 

3397 

29 

2519 

4 

297.2 

1 1 

26271 

9 

30.7 

15.4 

SUNTRUST  BANKS 

204 

3331 

25 

3408 

3 

350.4 

4 

32021 

9 

19.3 

15.6 

NCNB 

218 

3086 

-25 

6682 

9 

365.7 

-18 

65285 

-1 

25.4 

10.8 

CSS/SOVRAN 

241 

2746 

-41 

5310 

4 

229.0 

-55 

51237 

5 

NA 

7.5 

FIRST  UNION 

280 

2347 

17 

4069 

23 

304.3 

19 

40781 

27 

NA 

10.8 

BARNETT  BANKS 

400 

1527 

-21 

3296 

9 

101.2 

-61 

32214 

1 1 

NA 

6.4 

FIRST  ALABAMA  BANCSHARES 

654 

754 

38 

612 

8 

68.9 

10 

6344 

14 

NA 

13.1 

CRESTAR  FINANCIAL 

741 

607 

-30 

1264 

7 

61.1 

-41 

1  1881 

5 

23.8 

8.1 

AMSOUTH  BANCORPORATION 

745 

600 

10 

896 

1 

76.7 

21 

8706 

2 

20.8 

13.3 

FIRST  VIRGINIA  BANKS 

758 

581 

-3 

570 

7 

65.1 

-3 

5384 

5 

NA 

13.3 

SYNOVUS  FINANCIAL 

777 

565 

2 

391 

20 

35.1 

21 

2921 

14 

NA 

NA 

SOUTHTRUST 

796 

547 

-3 

868 

14 

69.7 

-4 

9006 

16 

18.6 

13.0 

BANPONCE 

826 

509 

34 

637 

3 

63.4 

13 

8984 

52 

NA 

15.0 

BB&T  FINANCIAL 

884 

448 

20 

561 

1 

53.6 

15 

5159 

-2 

18.5 

14.7 

SOUTH  CAROLINA  NATIONAL 

907 

430 

-9 

697 

6 

49.9 

-16 

7051 

13 

22.1 

1  1.3 

FIRST  TENNESSEE  NATIONAL 

933 

401 

3 

740 

4 

47.9 

66 

6708 

5 

18.1 

12.1 

SIGNET  BANKING 

955 

386 

-48 

1431 

4 

41.4 

-66 

1 1405 

-9 

26.1 

5.6 

18 

CENTRAL  FIDELITY  BANKS 

964 

380 

-17 

605 

13 

55.8 

3 

6173 

16 

22.6 

14.6 

19 

CENTRAL  BANCSHARES  OF  THE  SOUTH 

979 

368 

26 

513 

8 

48.9 

17 

4915 

9 

32.2 

15.2 

3D  BANKS  -  WEST  &  SOUTHWEST 

GROUP  COMPOSITE 

23697 

11 

43679 

4 

2700.8 

9 

390583 

5 

12.7 

12.5 

i 

BANKAMERICA 

85 

7094 

19 

12323 

8 

877.0 

7 

1 10728 

12 

14.0 

14.3 

2 

WELLS  FARGO 

159 

4134 

6 

5960 

6 

71 1.5 

18 

56199 

15 

NA 

23.2 

3 

SECURITY  PACIFIC 

190 

3585 

-19 

10323 

3 

161.3 

-78 

84731 

1 

12.0 

2.3 

4 

FIRST  INTERSTATE  BANCORP 

299 

2176 

24 

6024 

-8 

438.7 

NM 

51356 

-13 

15.4 

16.2 

5 

U.  S.  BANCORP 

382 

1637 

14 

1920 

15 

182.7 

21 

17613 

4 

NA 

15.8 

6 

BANCORP  HAWAII 

561 

976 

28 

954 

25 

95.7 

20 

10699 

29 

16.3 

15.6 

7 

FIRST  HAWAIIAN 

624 

818 

35 

541 

14 

71.5 

24 

5509 

8 

15.8 

16.0 

8 

UNION  BANK 

650 

764 

-4 

1686 

2 

146.5 

5 

16313 

6 

NA 

NA 

9 

CITY  NATIONAL 

840 

486 

-34 

501 

4 

44.0 

-27 

4956 

4 

NA 

13.6 

10 

UNITED  BANKS  OF  COLORADO 

869 

462 

54 

649 

2 

-170.0 

NM 

6258 

3 

NM 

-52.3 

11 

FIRST  SECURITY 

927 

405 

1 

703 

9 

45.7 

1 

6493 

6 

NA 

9.5 

12 

VALLEY  NATIONAL 

941 

394 

45 

1  142 

-5 

7.5 

NM 

10551 

0 

NM 

1.7 

13 

PUGET  SOUND  BANCORP 

947 

390 

8 

487 

6 

46.2 

66 

4590 

7 

14.1 

15.6 

14 

.  WEST  ONE  BANCORP 

970 

374 

25 

465 

7 

42.6 

25 

4587 

4 

20.2 

13.8 

1SS 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
IDlili 
RANK 

$  MIL 

CHANGE 
FROM 
1990 

% 

12 
MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

% 

12 

MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

% 

12 

MONTHS 
1990 
$  MIL. 

CHANGE 
FROM 
1989 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

4  CHEMICALS 

INDUSTRY  COMPOSITE 

102301 

3 

140354 

9 

8451.1 

-16 

144685 

9 

12.7 

15.5 

i 

DU  PONT 

16 

25452 

-6 

40047 

13 

2310.0 

-7 

38128 

10 

13.0 

14.3 

2 

DOW  CHEMICAL 

40 

14310 

-22 

19773 

12 

1384.0 

-44 

23953 

9 

13.8 

16.1 

3 

MONSANTO 

78 

7737 

10 

8995 

4 

546.0 

-20 

9232 

7 

11.6 

13:4 

4 

AMERICAN  CYANAMID 

130 

5196 

3 

4570 

8 

107.8 

-61 

5092 

2 

5.3 

4.2  1 

5 

AIR  PRODUCTS  &  CHEMICALS 

177 

3796 

40 

2967 

12 

241.1 

15 

4030 

15 

11.1 

13.7 

6 

ETHYL 

194 

3520 

15 

2514 

3 

232.2 

6 

6690 

19 

15.9 

22.8 

7 

ARCO  CHEMICAL 

196 

3512 

-1 

2830 

6 

308.0 

-24 

3739 

41 

14.1 

17.8 

8 

GREAT  LAKES  CHEMICAL 

222 

2906 

72 

1066 

35 

140.8 

15 

1406 

28 

NA 

19.9 

9 

ROHM  &  HAAS 

223 

2871 

41 

2824 

6 

206.8 

17 

2702 

10 

12.6 

16.8 

10 

W.  R.  GRACE 

252 

2646 

2 

6754 

10 

202.9 

-21 

6227 

1  1 

8.9 

1  1.0 

11 

UNION  CARBIDE 

264 

2529 

-19 

7621 

0 

308.0 

-46 

8733 

2 

9.6 

13.0 

12 

MORTON  INTERNATIONAL 

284 

2310 

32 

1799 

20 

139.2 

51 

1891 

31 

1 1.9 

13.1 

13 

FREEPORT-McMORAN 

298 

2179 

20 

1581 

-19 

313.6 

109 

3588 

1 

20.3 

NA 

14 

NALCO  CHEMICAL 

305 

2146 

21 

1212 

13 

131.1 

9 

1037 

1  1 

19.0 

52.6 

15 

HERCULES 

332 

1949 

16 

3200 

4 

96.0 

NM 

3700 

1 

5.7 

4.9 

16 

LYONDELL  PETROCHEMICAL 

350 

1870 

34 

6495 

21 

356.0 

-5 

1372 

8 

58.4 

936.8 

17 

LUBRI20L 

352 

1843 

40 

1453 

18 

190.0 

102 

1115 

16 

24.6 

26.6 

18 

BET2  LABORATORIES 

416 

1463 

60 

597 

16 

65.5 

17 

427 

16 

22.1 

29.6 

19 

LOCTITE 

464 

1258 

53 

555 

17 

67.4 

16 

489 

22 

21.9 

22.1 

70 

ENGELHARD 

518 

1099 

30 

2942 

22 

70.3 

NM 

1330 

-9 

1  1.4 

10.2 

71 

B.  F.  GOODRICH 

519 

1096 

6 

2433 

1 

1 15.8 

-32 

2366 

4 

8.8 

8.6 

72 

IMC  FERTILIZER 

524 

1069 

9 

1 134 

-2 

88.6 

-20 

1645 

-1 

8.9 

10.4 

23 

OLIN 

591 

898 

-21 

2592 

3 

84.0 

-32 

1866 

-2 

10.4 

12.3 

74 

NL  INDUSTRIES 

615 

84? 

-37 

907 

-9 

93.5 

-45 

1967 

30 

14.4 

5491.3 

25 

CABOT 

621 

824 

-1 

1714 

-8 

71.9 

NM 

1837 

23 

9.2 

13.1 

n 

WITCO 

634 

801 

5 

1631 

3 

68.0 

94 

1 179 

3 

9.6 

1  1.6 

77 

A.  SCHULMAN 

647 

770 

60 

732 

16 

38.3 

21 

372 

25 

15.9 

16.7 

28 

WELLMAN 

667 

725 

-23 

828 

89 

61.6 

13 

891 

3 

12.0 

16.3 

79 

CROMPTON  &  KNOWLES 

733 

618 

74 

390 

10 

30.0 

22 

283 

30 

17.5 

26.7 

30 

M.  A.  H  ANN  A 

739 

61? 

-14 

1116 

1 

55.9 

-36 

1065 

3 

9.9 

9.8 

31 

DEXTER 

742 

606 

13 

908 

7 

42.2 

-2 

762 

10 

10.7 

12.3 

3? 

VISTA  CHEMICAL 

789 

556 

50 

725 

-4 

38.7 

-62 

695 

19 

17.8 

NM 

33 

GEORGIA  GULF 

810 

529 

-50 

932 

-16 

95.3 

-50 

457 

-3 

36.8 

NM 

34 

QUANTUM  CHEMICAL 

844 

485 

-1 

2656 

-1 

21.2 

-81 

3222 

7 

4.7 

NM 

35 

FERRO 

861 

466 

-3 

1  125 

4 

27.3 

-45 

680 

2 

8.3 

NA 

36 

LAVVTER  INTERNATIONAL 

888 

446 

46 

150 

10 

23.4 

20 

154 

15 

NA 

23.4 

37 

STERLING  CHEMICALS 

984 

365 

-15 

586 

17 

78.8 

29 

367 

10 

45.5 

66.2 

5  CONGLOMERATES 

INDUSTRY  COMPOSITE 

110836 

-7 

186237 

6 

9153.2 

-3 

341201 

12 

14.5 

15.0 

GENERAL  ELECTRIC 

4 

58281 

1 

57662 

7 

4303  0 

9 

153884 

20  • 

23.3 

20.5 

USX 

76 

7826 

-15 

20659 

10 

818.0 

-15 

17268 

-i 

9  6 

13.9 

ROCKWELL  INTERNATIONAL 

91 

6732 

22 

12432 

-1 

620.0 

-14 

9562 

6  : 

14.8 

14.7 

ITT 

94 

6493 

-2 

20691 

3 

958.0 

4 

49043 

8 

8.5 

12.0 

TENNECO 

102 

6099 

-30 

1451 1 

3 

561.0 

-4 

19034 

10  : 

13.1 

16.1 

ALLIED-SIGNAL 

165 

4041 

-23 

12343 

3 

46?  0 

-13  : 

10456 

l 

12.4 

13.7 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

$  MIL 

CHANGE 
FROM 
1990 

% 

12 
MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

% 

12 
MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

% 

12 
MONTHS 
1990 
$  MIL. 

CHANGE 
FROM 
1989 

% 

ON 
NVF'.H  [i 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

7 

TEXTRON 

253 

2640 

25 

7915 

7 

283.0 

5 

14704 

9 

7.7 

10.7 

8 

TRW 

265 

2508 

-18 

8169 

1  1 

208.0 

-21 

5555 

6 

NA 

10.9 

9 

WHITMAN 

272 

2440 

-10 

2305 

6 

-31.3 

NM 

3347 

0 

NA 

-21.6 

10 

PALI 

353 

1841 

36 

61  1 

17 

70.5 

21 

751 

1 

16.4 

15.4 

11 

HOUSEHOLD  INTERNATIONAL 

374 

1718 

-1 

4320 

24 

235.3 

8 

29455 

13 

NA 

16.6 

12 

GENERAL  CINEMA 

379 

1670 

-2 

2199 

10 

120.0 

36 

3068 

-10 

8.0 

7.3 

13 

ALCO  STANDARD 

454 

1306 

-1 

4425 

13 

89.5 

-4 

1873 

21 

10.2 

12.2 

14 

PENN  CENTRAL 

465 

1252 

-24 

2154 

25 

97.8 

-44 

3547 

12 

5.9 

6.0 

15 

TELEDYNE 

468 

1240 

-68 

3446 

-2 

69.2 

-54 

1666 

-52 

1  1.4 

13.2 

16 

GREYHOUND  DIAL 

489 

1 183 

-2 

3519 

-1 

1 16.4 

7 

5431 

4 

9.0 

1  1.3 

17 

VALHI 

588 

906 

-53 

1671 

-6 

73.7 

-28 

2778 

-5 

NA 

31.6 

18 

OGDEN 

589 

901 

-20 

1563 

2 

55.9 

-4 

2714 

9 

NA 

11.1 

19 

PREMARK  INTERNATIONAL 

690 

688 

-27 

2721 

8 

52.0 

-34 

2085 

24 

5.6 

7.0 

20 

ITEL 

751 

596 

-40 

1977 

6 

-32.8 

NM 

4224 

2 

NA 

-8.4 

21 

PITTWAY 

848 

475 

-9 

944 

1 1 

24.1 

-26 

757 

8 

7.2 

6.3 

6  CONSUMER  PRODUCTS 

INDUSTRY  COMPOSITE 

240369 

39 

205395 

13 

12468.0 

23 

202758 

9 

13.8 

21.9 

6A  APPAREL 

GROUP  COMPOSITE 

16368 

34 

14772 

13 

1043.3 

5 

10307 

15 

15.0 

20.3 

NIKE 

168 

3960 

69 

2669 

39 

288.1 

46 

1462 

58 

30.8 

30.8 

LIZ  CLAIBORNE 

172 

3897 

85 

1729 

23 

205.8 

25 

985 

16 

NA 

29.8 

REEBOK  INTERNATIONAL 

239 

2761 

33 

2159 

19 

176.6 

1 

1403 

20 

17.2 

18.4 

VF 

409 

1482 

-18 

2613 

3 

81.1 

-54 

1853 

-2 

7.9 

9.1 

RUSSELL 

529 

1056 

-2 

714 

4 

67.9 

5 

795 

10 

12.2 

15.2 

STRIDE  RITE 

557 

985 

49 

516 

14 

55.5 

20 

266 

6 

30.4 

30.6 

FRUIT  OF  THE  LOOM 

625 

818 

1 

1427 

8 

77.1 

7 

2145 

14 

10.1 

18.7 

8 

OSHKOSH  B'COSH 

770 

569 

8 

323 

3 

29.6 

-21 

183 

5 

20.4 

20.2 

9 

BROWN  GROUP 

860 

466 

6 

1764 

-3 

31.8 

3 

774 

7 

10.1 

10.3 

10 

LESLIE  FAY 

967 

375 

62 

859 

9 

29.8 

16 

440 

14 

13.7 

17.5 

6B  APPLIANCES  &  HOME  FURNISHINGS 

GROUP  COMPOSITE 

9897 

-16 

20037 

4 

619.1 

-30 

16476 

5 

8.1 

9.6 

MASCO 

201 

3343 

-15 

3209 

2 

138.8 

-37 

3761 

3 

6.5 

7.4 

WHIRLPOOL 

340 

191  1 

-17 

6623 

5 

72.0 

-62 

5614 

5 

7.0 

4.8 

MAYTAG 

410 

1480 

-20 

3057 

-1 

98.9 

-25 

2587 

6 

8.0 

9.6 

ARMSTRONG  WORLD  INDUSTRIES 

553 

1001 

-36 

2531 

1 

143.2 

-8 

2122 

-2 

NA 

19.4 

CIRCUIT  CITY  STORES 

629 

809 

-27 

2329 

18 

71.4 

-1 

982 

15 

15.7 

17.9 

LEGGETT  S  PLATT 

775 

565 

8 

1089 

10 

29.4 

-36 

676 

19 

7.3 

9.3 

KIMBALL  INTERNATIONAL 

910 

428 

-9 

588 

-6 

39.4 

-1 

381 

6 

13.5 

13.6 

8 

LA-Z-BOY  CHAIR 

992 

359 

8 

61 1 

5 

26.0 

-6 

353 

1 

10.7 

12.0 

6C  BEVERAGES 

GROUP  COMPOSITE 

78750 

39 

45754 

14 

3589.9 

19 

43166 

10 

17.7 

23.8 

i 

COCA-COLA 

9 

34915 

41 

10236 

19 

1381.9 

16 

9278 

12 

34.1 

37.5 

2 

PEPSICO 

15 

25561 

61 

17803 

17 

1090.6 

21 

16483 

12 

14.0 

23.6 

3 

ANHEUSER-BUSCH 

41 

13374 

32 

10744 

13 

842.4 

10 

9634 

7 

15.0 

23.5 

4 

BROWN-FORMAN 

319 

2035 

0 

1074 

9 

142.7 

84 

1064 

8 

20.6 

23.1 

S 

COCA-COLA  ENTERPRISES 

325 

1995 

0 

4034 

4 

93.4 

30 

5021 

6 

NA 

5.5 

6 

ADOLPH  COORS 

603 

869 

26 

1863 

6 

38.9 

196 

1686 

8 

3.3 

3.5 

6D  PERSONAL  CARE 

GROUP  COMPOSITE 

57534 

30 

47177 

13 

3284.1 

26 

367  1  5 

14 

16.9 

27.9 

i 

I  PROCTER  &  GAMBLE 

10 

30170 

32 

25848 

14 

1733.0 

24 

20607 

15 

15.9 

26.5 

2 

1  GILLETTE 

80 

7595 

51 

4345 

14 

367.9 

29 

3671 

18 

24.2 

237.6 

3 

j  COLGATE-PALMOLIVE 

140 

4995 

23 

5691 

13 

321.1 

15 

4158 

18 

16.4 

34.2 

4 

1  INTERNATIONAL  FLAVORS  &  FRAGRANCES 

209 

3244 

44 

963 

1  1 

156.7 

13 

1  129 

16 

19.5 

17.9 

5 

:  AVON  PRODUCTS 

270 

2454 

23 

3454 

5 

195.3 

28 

2059 

-2 

NA 

56.4 
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How  do  you  plan  to  keep 
that's  moving  so  fast? 


If  you  are  responsible  for  guiding  a  major 
corporation  through  the  1990s,  it  must  seem 
that  new  concerns  are  being  added  to  your 
management  agenda  almost  daily 

The  established  concepts  of  what  a  corpo- 
ration is  and  what  it  stands  for,  how  it  views  its 
product  mix,  where  and  how  it  produces  what 
it  sells,  where  it  sees  its  market  opportunities, 
who  it  views  as  partners  and  competitors,  how 
it  finances  its  present  and  future  growth,  how 
best  it  can  work  within  governmental  regu- 
lations and  policies-all  these  once-familiar 
parameters  are  changing  with  astonishing,  if 
not  alarming,  speed. 

All  this  must  seem  especially  true  if  your 
interests  are  international  in  scope. 

Dates  such  as  1992  and  1997  foretell  of 
major  changes  in  long-established  routines 
of  managing  the  forces  of  economics,  pro- 
tectivism,  finance  and  politics. 

The  words  "Pacific  Rim"  connote  more 
and  increasingly  vigorous  competition. 

And  the  echoes  of  political  upheavals  in 
every  corner  of  the  globe  are  certain  to  con- 
tinue reverberating  through  it  well  into  the 
next  century. 

The  constant  in  assessing  and  managing 
these  challenges,  of  course,  is  your  personal 
involvement.  Input  from  others  is  vital;  but 
in  the  end,  your  decisions  will  be  made  on 
the  basis  of  what  you  yourself  see  and  hear 
and  understand. 


To  do  that,  you  have  to  be  there,  whether 
it  is  at  home  or  abroad,  and  for  as  long  and 
as  often  as  it  takes. 

This  is  where  the  Gulfstream  IV  can 
become  one  of  your  most  productive  manage- 
ment tools;  and  the  broader  your  interests  are, 
the  more  productive  it  can  become. 


head  in  a  world 


You  see,  wherever  your  business  takes  you, 
the  Gulfstream  IV  can  take  you  there. 

This  amazing  business  jet  can  fly  you 
and  8, 10, 12  or  more  of  your  key  executives 
and  staff  nearly  5,000  statute  miles  non-stop, 
squalling  or  exceeding  commercial  airline 
timetables.  The  Gulfstream  IV  gives  you 


global  access  with  uncompromised  timeliness, 
convenience  and  security. 

It  can  also  fly  shorter  trips  efficiently  and 
cost -effectively.  You  can  go  to  places  where 
airline  service  is  either  exhausting  or  extinct, 
often  visiting  several  locations  in  a  single  day, 
optimizing  your  time  and  energies. 

However  you  choose  to  use  the  Gulfstream 
IY  it  brings  unequalled  levels  of  performance, 
cabin  comfort  and  convenience,  engine  relia- 
bility, systems  dependability  and  technological 
advancement  to  every  trip  it  flies. 

We  have  a  videotape  presentation,  "The 
Gulfstream IV: an  overview',' 'that  can  help 
bring  the  many  capabilities  of  this  remarkable 
airplane  into  sharper  focus  for  you. 

Robert  H.  Cooper,  Senior  Vice  President, 
Gulfstream  Marketing,  can  see  that  you  get  a 
copy  to  view  at  your  leisure.  We  only  ask  that 
you  send  your  request  on  your  company  let- 
terhead, addressing  it  to  him  at  Gulfstream 
Aerospace  Corporation,  RO.  Box  2206,  Mail 
Station  B-04,  Savannah,  Georgia  31402  U.S.A. 

We  think  you  will  be  pleased  fr~~~j\\ 
that  you  added  it  to  your  agenda. 

Gulfstream 
/lerospacc 


The  Gulfstream  IV 

Uncommonly  versatile, 
uncommonly  productive. 


'Gulfstream  Aerospace  Corporation 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

ASSETS 

PFTIIRN 

TOP 
1000 
RANK 

$  MIL 

CHANGE 
FROM 
1990 

12 
MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

% 

12 
MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

% 

12 

MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

% 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

% 

6 

TAMBRANDS 

273 

2433 

50 

632 

8 

97.8 

5588 

386 

-6 

38.9 

38.9 

7 

C10R0X 

304 

2154 

3 

1558 

10 

140.5 

-6 

1547 

39 

14.3 

16.8 

8 

BLOCK  DRUG 

604 

869 

50 

496 

16 

51.0 

13 

506 

14 

13.1 

13.9 

9 

SIANHOME 

632 

805 

48 

676 

18 

51.1 

14 

393 

19 

27.4 

26.0 

10 

ALBERTO-CUIVER 

662 

734 

22 

810 

1  1 

36.5 

20 

425 

18 

14.0 

15.6 

11 

ECOLAB 

726 

628 

-7 

1390 

6 

53.7 

1607 

1010 

3 

1 1.2 

14.0 

12 

NCH 

792 

552 

1  1 

674 

9 

42.5 

6 

420 

15 

17.8 

18.7 

13 

CHURCH  S  DWIGHT 

852 

472 

42 

429 

1  1 

23.2 

168 

267 

6 

14.8 

19.4 

14 

NEUIROGENA 

912 

427 

-26 

211 

1 

13.9 

-49 

136 

18 

15.3 

15.3 

6E  TOBACCO 

GROUP  COMPOSITE 

7  78  19 

64 

7  7655 

14 

39  3  1.6 

49 

96095 

7 

11.5 

21.4 

PHILIP  MORRIS 

3 

62158 

73 

46226 

16 

3540.0 

20 

46600 

21 

15.4 

31.2 

AMERICAN  BRANDS 

57 

9267 

49 

13781 

16 

596.0 

-6 

13835 

20 

12.3 

16.7 

UST 

150 

4539 

55 

765 

12 

223.3 

17 

623 

-2 

46.7 

47.0 

RJR  NABISCO  HOLDINGS 

428 

1387 

NA 

13879 

9 

-462.0 

NM 

3341  1 

-1 1 

NM 

-18.1 

UNIVERSAL 

857 

469 

-17 

3004 

4 

34.3 

-27 

1626 

13 

12.3 

8.3 

7  CONTAINERS  &  PACKAGING 

INDUSTRY  COMPOSITE 

11198 

3 

18469 

14 

817.5 

-28 

25146 

24 

8.8 

10.9 

7A  GLASS,  METAL  &  PLASTIC 

GROUP  COMPOSITE 

2443 

7 

44  29 

41 

157.3 

21 

4141 

96 

9.2 

12.0 

i 

CROWN  CORK  S  SEAL 

351 

1844 

32 

3072 

61 

107.1 

14 

2833 

141 

8.9 

11.6 

2 

BALL 

747 

599 

-10 

1357 

1  1 

50.2 

40 

1308 

39 

10.1 

13.1 

"B  PAPER 

GROUP  COMPOSITE 

8755 

2 

14039 

7 

660.3 

-34 

21005 

16 

8.6 

10.7 

i 

TEMPLE-INLAND 

317 

2069 

20 

2401 

24 

232.5 

12 

7834 

23 

NA 

16.5 

2 

SONOCO  PRODUCTS 

381 

1657 

12 

1669 

1 

50.4 

-51 

1114 

12 

8.2 

10.0 

3 

ST.  JOE  PAPER 

522 

1075 

-18 

610 

-4 

41.1 

-39 

1322 

6 

4.9 

5.2 

4 

FEDERAL  PAPER  BOARD 

535 

1039 

1 1 

1366 

4 

1 18.2 

-42 

2128 

32 

9.4 

NA 

5 

BEMIS 

560 

977 

24 

1  128 

5 

50.9 

8 

756 

20 

13.2 

17.8 

6 

STONE  CONTAINER 

596 

885 

-34 

5756 

8 

95.4 

-67 

6690 

7 

NA 

6.6 

7 

LONGVIEW  FIBRE 

719 

646 

-1 

671 

-3 

49.7 

-17 

864 

14 

9.0 

13.0 

8 

GREIF  BROS. 

926 

405 

22 

438 

1 

22.1 

-18 

297 

3 

8.5 

8.5 

8  DISCOUNT  &  FASHION  RETAILING 

INDUSTRY  COMPOSITE 

140497 

19 

246096 

11 

7600.1 

2 

193748 

11 

13.5 

15.7 

i 

WAL-MART  STORES 

6 

41024 

53 

32602 

26 

1291.0 

20 

1  1 105 

26 

21.7 

27.8 

2 

SEARS,  ROEBUCK 

47 

10979 

-23 

55972 

4 

891.7 

-38 

96300 

1 1 

15.9 

7.1 

3 

THE  LIMITED 

59 

9141 

25 

5254 

13 

398.4 

15 

2995 

24 

19.9 

28.3 

4 

K  MART 

74 

8069 

15 

32070 

9 

756.3 

134 

13899 

6 

12.5 

14.8 

5 

TOYS  r  US 

75 

7946 

3 

5510 

15 

326.0 

2 

4362 

22 

18.7 

18.3 

6 

MAY  DEPARTMENT  STORES 

93 

6682 

10 

10066 

5 

500.0 

-3 

8056 

-2 

12.2 

21.3 

7 

J.  C.  PENNEY 

95 

6424 

-22 

16365 

2 

577.0 

-28 

12709 

-5 

10.6 

15.2 

8 

HOME  DEPOT 

105 

6007 

76 

3815 

38 

163.4 

46 

1640 

47 

15.3 

26.2 

9 

MELVILLE 

129 

5227 

6 

8687 

15 

385.3 

-3 

4078 

27 

NA 

28.1 

10 

DAYTON  HUDSON 

143 

4894 

1 

14739 

8 

410.0 

0 

8808 

18 

12.1 

22.0 

11 

WOOLWORTH 

153 

4357 

6 

9789 

1 1 

317  0 

-4 

4305 

10 

14.5 

13.5 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

$  MIL 

CHANGE 
FROM 
1990 

% 

12 

MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

% 

12 
MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

% 

12 

MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

12 

DILL AR D  DEPARTMENT  STORES 

174 

3876 

56 

3606 

18 

182.8 

23 

3153 

22 

1  1 .6 

14.4 

13 

THE  GAP 

198 

3496 

64 

1934 

22 

144.5 

48 

777 

34 

30.7 

34.5 

14 

NORDSTROM 

237 

2779 

12 

2894 

8 

1  15.8 

1 

1903 

1  1 

12.6 

1  4.7 

IS 

COSTCO  WHOLESALE 

255 

2628 

124 

4420 

36 

56.1 

80 

1003 

29 

1  1.4 

13.8 

16 

PRICE 

313 

2088 

2 

5765 

9 

128.1 

5 

1506 

12 

15.7 

19.6 

17 

MERCANTILE  STORES 

435 

1368 

-2 

2367 

2 

123.6 

-5 

1600 

3 

10.1 

10.9 

18 

TJX 

471 

1231 

4 

2446 

14 

74.1 

-2 

1047 

10 

15.4 

28. 1 

19 

LOWE'S 

503 

1  139 

-3 

2833 

7 

71.1 

-5 

1203 

5 

10.0 

10.3 

20 

SPIEGEL 

541 

1026 

-2 

1993 

18 

61.5 

-16 

1744 

22 

8.6 

14.6 

21 

PETRIE  STORES 

570 

947 

-14 

1293 

3 

23.9 

-24 

886 

1 

4.0 

3.7 

22 

MERRY-GO-ROUND  ENTERPRISES 

623 

819 

122 

628 

31 

37.5 

69 

241 

36 

23.7 

26.7 

23 

CHARMING  SHOPPES 

659 

739 

60 

886 

10 

40.3 

1 1 

524 

15 

12.0 

12.8 

24 

TIFFANY 

663 

733 

6 

456 

19 

36.7 

10 

287 

31 

20.5 

22.9 

25 

EDISON  BROTHERS  STORES 

71 1 

662 

-13 

1254 

17 

59.0 

-4 

770 

49 

15.7 

19.0 

26 

PEP  BOYS-MANNY,  MOE  &  JACK 

721 

639 

3 

888 

18 

39.3 

7 

755 

14 

8.5 

1  1 .6 

27 

U.  S.  SHOE 

768 

569 

-41 

2771 

12 

51.7 

18 

1266 

6 

9.0 

9.2 

28 

HANCOCK  FABRICS 

799 

545 

44 

387 

12 

28.1 

8 

196 

12 

22.8 

32.1 

29 

NEIMAN  M.'RCUS  GROUP 

805 

540 

3 

1714 

5 

22.5 

-29 

1  149 

9 

6.5 

NM 

30 

FINGERHUT 

818 

518 

NA 

1248 

12 

47.7 

21 

651 

31 

15.5 

16.1 

31 

HOME  SHOPPING  NETWORK 

855 

471 

-26 

1045 

26 

29.2 

NM 

568 

4 

1  1.0 

16.0 

32 

FAMILY  DOLLAR  STORES 

858 

468 

34 

892 

13 

30.5 

38 

366 

5 

15.3 

15.1 

33 

SERVICE  MERCHANDISE 

865 

464 

34 

3435 

4 

60.7 

-16 

1833 

1 

16.7 

NM 

34 

WABAN 

890 

443 

72 

2410 

17 

18.4 

-36 

580 

8 

6.9 

6.6 

35 

DUTY  FREE  INTERNATIONAL 

915 

425 

41 

105 

23 

14.6 

46 

125 

76 

14.2 

15.0 

36 

LANDS'  END 

948 

390 

5 

604 

1 1 

14.7 

-49 

194 

0 

15.0 

14.8 

37 

BLAIR 

960 

383 

54 

478 

1 1 

37.7 

37 

194 

17 

28.0 

28.0 

38 

FRED  MEYER 

991 

360 

0 

2476 

8 

33.6 

NM 

969 

8 

NA 

-1.9 

9  ELECTRICAL  &  ELECTRONICS 

INDUSTRY  COMPOSITE 

88033 

7 

116020 

8 

4893.7 

-21 

117023 

8 

10.4 

9.7 

9A  ELECTRICAL  PRODUCTS 

GROUP  COMPOSITE 

30118 

0 

32685 

7 

1481.6 

-31 

41902 

12 

10.3 

10.6 

EMERSON  ELECTRIC 

56 

9546 

6 

7728 

10 

618.1 

4 

6449 

17 

20.0 

19.9 

WESTINGHOUSE  ELECTRIC 

67 

8449 

-22 

12915 

1 

268.0 

-71 

23300 

15 

9.1 

5.7 

COOPER  INDUSTRIES 

120 

5485 

20 

6222 

21 

361.4 

35 

7168 

6 

10.3 

10.9 

SQUARE  D 

356 

1831 

43 

1653 

3 

1  16.6 

15 

1460 

6 

NA 

18.7 

HUBBELL 

405 

1499 

25 

720 

8 

86.0 

8 

625 

8 

18.6 

18.8 

NATIONAL  SERVICE  INDUSTRIES 

447 

1331 

-3 

1652 

5 

100.1 

4 

961 

8 

14.3 

14.5 

RAYCHEM 

526 

1068 

7 

1  196 

9 

-1  17.0 

NM 

1356 

5 

NM 

-15.8 

8 

THOMAS  &  BETTS 

586 

910 

-4 

599 

10 

48.4 

-10 

586 

4 

12.1 

13.9 

9B  ELECTRONICS 

GROUP  COMPOSITE 

21389 

5 

45097 

8 

2206.5 

-5 

40175 

10 

11.4 

11.6 

MOTOROLA 

66 

8478 

-4 

10885 

13 

499.0 

0 

8774 

14 

12.0 

12.0 

RAYTHEON 

133 

5085 

24 

9268 

5 

557.3 

5 

61  19 

15 

22.7 

20.4 

LITTON  INDUSTRIES 

364 

1773 

-2 

5155 

2 

170.6 

-5 

5353 

0 

10.9 

13.7 

GM  HUGHES  ELECTRONICS 

NR 

1657 

-18 

1  1626 

4 

726.0 

-7 

12728 

4 

9.2 

9.0 

E-SYSTEMS 

505 

1 139 

13 

1810 

1  1 

94.3 

14 

976 

13 

14.2 

15.6 

HARRIS 

538 

1035 

-21 

3065 

1  1 

36.0 

-70 

2595 

2 

8.1 

3.6 

LORAL 

562 

970 

23 

1789 

55 

84.8 

23 

2440 

67 

7.8 

13.4 

8 

VARIAN  ASSOCIATES 

628 

809 

66 

1287 

6 

16.8 

-48 

902 

-6 

4.8 

4.3 

9 

SENSORMATIC  ELECTRONICS 

892 

442 

21 

213 

25 

21.8 

17 

287 

10 

9.5 

10.3 

9C  INSTRUMENTS 

GROUP  COMPOSITE 

11296 

7 

19446 

8 

465.8 

-38 

16518 

-6 

11.0 

7.2 

i 

HONEYWELL 

154 

4318 

23 

6309 

4 

371  8 

-32 

4746 

-10 

19.0 

20.9 

2 

.  MILLIPORE 

507 

1131 

49 

703 

7 

27.8 

-47 

734 

13 

5.6 

6.4 

161 
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COMPANY 

MARKET 
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SALES 

PROFITS 

ASSETS 
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TOP 
1000 
RANK 

$  MIL 

CHANGE 
FROM 
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12 

MONTHS 
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$  MIL 
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% 

12 
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$  MIL 
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12 
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$  MIL. 
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ON 
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CAPITAL 

% 

ON 
COMMON 
EQUITY 

3 

JOHNSON  CONTROLS 

511 

1 124 

-6 

4582 

18 

88.6 

-7 

2795 

6 

7.8 

9.3 

4 

PERKIN  ELMER 

571 

943 

-9 

863 

6 

47.0 

6 

863 

-16 

12.5 

1 1.5 

5 

6ENERAL  SIGNAL 

617 

835 

-18 

1695 

-3 

-13.3 

NM 

1295 

-2 

NA 

-2.7 

6 

TEKTRONIX 

715 

656 

68 

1396 

-2 

-70.1 

NM 

909 

-10 

NM 

-16.8 

7 

AMETEK 

806 

536 

-5 

661 

12 

37.3 

-3 

613 

14 

NA 

18.6 

8 

THERMO  INSTRUMENT  SYSTEMS 

829 

504 

47 

285 

55 

18.9 

129 

376 

51 

NA 

10.7 

9 

BECKMAN  INSTRUMENTS 

836 

492 

14 

815 

4 

36.2 

-14 

681 

12 

1 1.9 

11.1 

10 

MEASUREX 

942 

394 

0 

266 

-7 

22.5 

-45 

337 

1 

9.6 

9.6 

11 

HENLEY  GROUP 

986 

363 

-48 

1871 

19 

-101.0 

NM 

3  1  69 

-21 

NA 

-9.6 

9D  SEMICONDUCTORS 

GROUP  COMPOSITE 

25229 

20 

18792 

8 

739.8 

-25 

18428 

12 

8.0 

6.6 

i 

INTEL 

52 

10280 

32 

3921 

25 

650  3 

66 

51 18 

37 

19.0 

19.0 

2 

AMP 

114 

5628 

5 

3044 

9 

287.6 

2 

2930 

16 

16.8 

16.4 

3 

TEXAS  INSTRUMENTS 

187 

3629 

19 

6567 

1 

-39.0 

NM 

5048 

5 

NM 

-4.1 

4 

MOLEX 

426 

1395 

33 

649 

12 

65.9 

5 

669 

18 

12.1 

12.3 

5 

NATIONAL  SEMICONDUCTOR 

636 

787 

-4 

1731 

7 

-169.6 

NM 

1210 

-1 1 

NM 

-27.6 

6 

ADVANCED  MICRO  DEVICES 

645 

772 

3 

1059 

-4 

-53.6 

NM 

1112 

-1 

NA 

-10.0 

7 

CYPRESS  SEMICONDUCTOR 

696 

680 

42 

225 

13 

33.2 

8 

309 

8 

13  6 

13.7 

8 

MICRON  TECHNOLOGY 

743 

605 

23 

347 

-14 

-4.4 

NM 

665 

-3 

NA 

-0.9 

9 

ANALOG  DEVICES 

793 

551 

42 

509 

13 

-  10.0 

NM 

482 

10 

NM 

-2.9 

10 

XILINX 

822 

514 

NA 

84 

NA 

13.3 

NA 

102 

NA 

16.9 

17.3 

11 

LSI  LOGIC 

952 

389 

4 

656 

20 

-34.0 

NM 

784 

2 

NM 

-10.6 

10 

FOOD 

INDUSTRY  COMPOSITE 

143847 

28 

274367 

8 

7428.3 

29 

116456 

12 

14.0 

21.4 

10 A  FOOD  DISTRIBUTION 

GROUP  COMPOSITE 

7  40  2 

19 

36899 

4 

4410 

34 

8988 

7 

11.2 

15.9 

i 

SYStO 

183 

3657 

42 

7863 

7 

145.2 

21 

2  1  46 

7 

12.3 

17.1 

2 

SUPER  VALU  STORES 

326 

1993 

3 

11515 

5 

151.4 

6 

2874 

8 

13.1 

16.0 

3 

FLEMING 

517 

1  104 

15 

1 1933 

-1 

97.3 

318 

2768 

3 

8.8 

12.4 

4 

WETTERAU 

718 

649 

1 1 

5588 

8 

50.1 

9 

1200 

15 

1 1.2 

23.0 

1  OB  FOOD  PROCESSING 

GROUP  COMPOSITE 

106410 

27 

128685 

11 

5500.2 

25 

76828 

15 

14.5 

1 9.8 

i 

KELLOGG 

53 

9981 

35 

5181 

1 1 

502  8 

19 

3829 

13 

24.4 

27.4 

2 

H.  J.  HEINZ 

55 

9642 

24 

6503 

8 

547.2 

13 

5015 

14 

21.0 

29.0 

3 

CAMPBELL  SOUP 

61 

8982 

40 

6325 

5 

56.6 

53 

4281 

-2 

2.6 

3.3 

4 

GENERAL  MILLS 

62 

8950 

53 

6896 

15 

417.1 

22 

3733 

18 

25.1 

42.4 

5 

SARA  LEE 

63 

8550 

27 

12184 

4 

500.4 

14 

7780 

8 

12.5 

18.2 

6 

ARCHER  DANIELS  MIDLAND 

89 

6826 

14 

8388 

8 

459.4 

-5 

6073 

15 

1 1.2 

1 1.9 

7 

CPC  INTERNATIONAL 

100 

6200 

23 

5781 

13 

373.9 

14 

4490 

21 

NA 

31.0 

8 

RALSTON  PURINA 

104 

6067 

16 

7177 

5 

401.3 

15 

4519 

1 

17.3 

53.2 

9 

CONAGRA 

108 

5789 

83 

17454 

29 

264.0 

22 

9565 

77 

10.1 

16.4 

10 

BORDEN 

135 

5044 

8 

7633 

0 

363.6 

NM 

5284 

10 

15.1 

19.7 

11 

QUAKER  OATS 

155 

4304 

18 

5296 

8 

227.4 

39 

3087 

3 

15.6 

21.8 

12 

HERSHEY  FOODS 

192 

3574 

25 

2716 

12 

215.9 

26 

2079 

15 

16.5 

17.7 

13 

TYSON  FOODS 

257 

2622 

48 

3826 

30 

125.9 

21 

2551 

-2 

1 1.3 

18.2 

14 

WM.  WRIGLEY  JR. 

281 

2340 

19 

1  1  i  1 

12 

117.4 

1 1 

564 

13 

29.4 

29.2 
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i  c 
1  3 

fiFDRFD  DDflnilfK 

UlKOCK  KKUUlKlJ 

306 

2131 

35 

1  1  78 

7 

1 1 3.5 

19 

797 

1 2 

22.3 

28.9 

10 

Cacti  c    o    f AflKE 

TO  1 

~J  Z  1 

2022 

_2 

3003 

]  1 

1 20.5 

27 

2370 

8 

1 2.7 

1 3. 1 

4  7 

fHinillTA  RDANfH  IN T F DN A TlflN A 1 

372 

1724 

1 29 

4226 

13 

85.4 

1 2 

21 74 

35 

1 2.7 

1  5.0 

1  9 
1  0 

DIOMFFD  HI  R D F D  INTFDN A TIOM Al 

408 

1 485 

1 6 

968 

1 1 

66.9 

-8 

1 239 

9 

12.8 

1  1 .5 

1  0 
1  7 

r.pO    A  HnDMFI 
UCU.  A.  nuKnCL 

417 

1 448 

21 

2762 

1 5 

83. 1 

17 

819 

1 5 

15.8 

1 6.2 

zu 

Mr  rODMIfK 

nciuKnun 

A  1  A 

1  TAR 

63 

1 323 

69.4 

32 

947 

1 0 

1 5.3 

1 9.0 

L  1 

nFAM  Fnnn\ 

478 

1216 

42 

2 1 46 

20 

66.9 

9 

871 

23 

14.2 

17.1 

7  7 
L  L 

IRD 
lor 

493 

1  1 65 

45 

10185 

1  2 

48.3 

37 

1 533 

1 3 

7.6 

9.5 

L  j 

IINIVFD^AI  FflflfU 

577 

936 

39 

806 

-8 

51 .2 

2 1 

578 

10 

1 5.  i 

20. 1 

1 A 
L  4 

1  ANf  F 
L  Anl  C 

652 

758 

3 

446 

3 

45.7 

2 

288 

4 

20.2 

20.2 

L  J 

UVANMAH  f  fi 0 n ^  A  INHIIW  PIF  \ 
jAVAnnAn  ruuuj  a  ini/u  j  1 1\  I  lj 

709 

665 

-10 

1214 

1 1 

48.6 

1 8 

496 

3 

20.4 

25.2 

Ik 

1   M  \MllfKFD 

7 1 7 

650 

36 

446 

1 0 

31.1 

7 

239 

1  o 

1 6.7 

17.2 

1  7 

INTFDNATIflNAI   Mill  TIF HODx. 

544 

49 

2 1  78 

7 

30.9 

9 

845 

2 

1  o.  1 

9.8 

?  ft 
Zo 

Fl  ftU/FDt  INhlKTDIFt 
rLUnCKj   InUU  J  1  Kit  J 

486 

—24 

830 

i 

3 1  5 

25 

439 

o 

1 2  1 

1 5  6 

29 

DREYER'S  GRAND  ICE  CREAM 

847 

476 

140 

308 

36 

1.1.8 

39 

178 

21 

12.8 

12.1 

30 

T00ISIE  ROLL  INDUSTRIES 

878 

453 

31 

194 

8 

22  6 

12 

166 

8 

17.8 

17.8 

IOC  FOOD  RETAILING 

GROUP  COMPOSITE 

30034 

32 

108783 

5 

1484.1 

44 

30640 

6 

13.6 

35.3 

i 

ALBERTSON  S 

121 

5470 

46 

8219 

1 1 

233.8 

19 

2014 

8 

21.0 

22.7 

2 

FOOD  LION 

123 

5437 

50 

5584 

18 

172.6 

23 

1559 

22 

20.9 

25.8 

3 

WINN-DIXIE  STORES 

229 

2844 

19 

9963 

5 

159.2 

9 

1706 

4 

19.1 

19.3 

4 

AMERICAN  STORES 

247 

2667 

23 

22156 

1 

182.4 

54 

7301 

1 

8.0 

14.3 

5 

GREAT  ATLANTIC  4  PACIFIC  TEA 

316 

2073 

5 

11186 

2 

153.9 

8 

3357 

17 

10.1 

12.9 

6 

KROGER 

349 

1872 

75 

20261 

6 

83.3 

NM 

4119 

-3 

24.4 

NM 

7 

GIANT  FOOD 

365 

1768 

7 

3348 

6 

1  17.9 

12 

1  142 

7 

17.3 

22.5 

8 

BRUNO'S 

404 

151 1 

35 

2521 

1  1 

65.0 

21 

744 

9 

13.7 

17.9 

9 

SAFEWAV  STORES 

407 

1487 

NA 

14874 

4 

87.1 

3384 

4739 

4 

9.2 

NM 

10 

WEIS  MARKETS 

442 

1347 

0 

1272 

3 

86.8 

0 

694 

6 

14.5 

14.5 

11 

VONS 

496 

1  148 

36 

5334 

2 

49.7 

NM 

1650 

1 

10.2 

20.5 

12 

SMITH'S  FOOD  &  DRUG  CENTERS 

540 

1027 

51 

2031 

17 

34.3 

31 

892 

22 

8.4 

13.2 

13 

HANNAFORD  BROTHERS 

600 

872 

36 

1688 

1  1 

42.2 

14 

629 

34 

12.6 

17.0 

14 

QUALITY  FOOD  CENTERS 

825 

51 1 

96 

348 

9 

15.9 

16 

93 

41 

29.7 

29.7 

U 

FUEL 

INDUSTRY  COMPOSITE 

290486 

6 

448088 

18 

1  7893.1 

18 

392995 

6 

9.8 

12.4 

1 1 A  COAL 

GROUP  COMPOSITE 

1888 

-10 

4063 

15 

157.2 

25 

4302 

11 

10.4 

11.2 

i 

NERCO 

619 

829 

-12 

828 

16 

80.1 

18 

1613 

24 

1  1.0 

13.9 

2 

PITTSTON 

695 

680 

-2 

1851 

13 

46.2 

1117 

1  120 

14 

9.6 

9.6 

3 

NACCO  INDUSTRIES 

965 

380 

-18 

1385 

17 

30.9 

-43 

1568 

-2 

NA 

8.9 

1  IB  OIL  &  GAS 

GROUP  COMPOSITE 

252062 

4 

419034 

18 

16400.6 

15 

364329 

6 

9.8 

12.7 

i 

EXXON 

2 

68964 

16 

107197 

22 

5010.0 

68 

88000 

6 

NA 

15.8 

2 

AMOCO 

12 

26973 

-2 

28012 

17 

1913.0 

19 

31  163 

4 

1 1.8 

13.7 

3 

CHEVRON 

13 

26398 

6 

42600 

30 

2157.0 

759 

35089 

4 

1 1.0 

14.8 

4 

MOBIL 

14 

26149 

1 

64244 

14 

1928.0 

7 

40757 

7 

10.5 

1  1.6 

5 

ATLANTIC  RICHFIELD 

21 

20905 

9 

18808 

17 

1688.0 

-14 

23037 

5 

17.3 

23.8 

6 

TEXACO 

32 

16718 

7 

41822 

17 

1450.0 

-40 

25900 

1 

NM 

16.8 

7 

PHILLIPS  PETROLEUM 

83 

7317 

17 

13603 

10 

541.0 

147 

12130 

8 

12.7 

19.9 

8 

UNOCAL 

92 

6704 

-6 

10945 

5 

401.0 

12 

9707 

1 

1  1.9 

15.8 

9 

OCCIDENTAL  PETROLEUM 

107 

5796 

-23 

21694 

8 

-1688.0 

NM 

21085 

2 

-6.8 

-27.1 

10 

BURLINGTON  RESOURCES 

142 

4966 

-17 

1871 

9 

207.6 

41 

6360 

4 

6.6 

6.9 

11 

AMERADA  HESS 

166 

4030 

2 

7081 

25 

482.7 

1 

7895 

19 

12.7 

16.8 

12 

SUN 

186 

3637 

-9 

13380 

18 

199.0 

103 

9000 

3 

4.4 

6.0 

13 

COASTAL 

203 

3338 

17 

9381 

13 

225.6 

27 

9230 

5 

NA 

1 1.9 

14 

ORYX  ENERGY 

214 

3136 

-36 

2124 

75 

225.0 

317 

5315 

38 

1 1.5 

43.8 
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CHANGE 
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12 
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1990 

CHANGE 
FROM 
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ON 

INWF^TFn 
II"  VC  3  1  CU 

CAPITAL 

ON 

l.UJVWVlUI'l 

EQUITY 

1  5 

nryyt  All 

228 

2847 

-4 

2367 

2 

93.8 

-60 

5261 

8 

9.2 

7.5 

1  6 

muatai  cvninDATinu 
UNUIAL  t  AHLUKA  1 IUN 

246 

2672 

N  A 

882 

1  7 

1 62.6 

-36 

2007 

30 

1 2.3 

22. 1 

1  / 

ncKK-Mcott 

295 

2 1 99 

- 1  2 

3683 

23 

112.9 

- 1 6 

3473 

4 

NA 

7.5 

1  8 

a  c ui  a ur\  nil 
/nnlflNU  UIL 

34 1 

1910 

- 1 0 

8785 

9 

1 49.3 

1110 

5004 

1 2 

9.3 

1 1 .9 

1  a 

i  y 

tNKUN  UIL  &  UA} 

385 

1 622 

-4 

37 1 

28 

45.5 

NM 

1 405 

6 

NM 

7.7 

l  n 

/  u 

U  ADfA 

MAPIU 

4 1  4 

1 468 

5 

2823 

34 

1 30.0 

1 2 

1 700 

1 5 

1 8.2 

42.8 

/  1 

iiuinu   TEVAC  HETDftlEIIM 

UNIUN  ItAAi  KtlKULtUn 

419 

1  443 

- 1  4 

1 332 

1 5 

1 1 6.0 

-33 

1 937 

1 4 

N  A 

23.4 

/  / 

AUArtADirn  ncTDniEMM 
ANAUAKRU  kclKULtUn 

42 1 

1  432 

-  1  4 

397 

1 0 

55.2 

1 5 

1  580 

5 

7.8 

1 0.7 

I  i 

miidduv  nil 
nUKPni  UIL 

45 1 

1318 

-  1 5 

2137 

27 

101.8 

1  1 9 

2137 

3 

1 0.7 

1 1 .8 

Z4 

AUcnirAU  ncinnciuA 
AMtHllAN  KtlkUMNA 

475 

1  224 

5 

3978 

3 1 

1 25.5 

3 1 

2978 

23 

9.7 

11.1 

25 

LUUISIANA  LANU  &  EiHLUKAIlUn 

487 

1  1 85 

1 

885 

1 7 

54.9 

1 7 

1 226 

2 

1 0.6 

1 2.8 

26 

HAMILTON  Oil 

533 

1043 

27 

236 

13 

30.9 

109 

897 

15 

7.3 

5.6 

27 

SANTA  FE  ENERGY  RESOURCES 

555 

997 

9 

383 

19 

17.0 

-33 

914 

1 

7.3 

8.3 

28 

MAXUS  ENERGY 

574 

939 

-9 

685 

14 

7.3 

NM 

1470 

-1 

1.7 

NM 

29 

VALERO  ENERGY 

590 

900 

67 

1  169 

24 

94.7 

128 

1254 

23 

14.1 

13.9 

30 

MITCHELL  ENERGY  &  DEVELOPMENT 

635 

79  3 

-22 

791 

20 

47.3 

55 

2150 

5 

6.6 

7.8 

31 

TOSCO 

693 

684 

96 

2158 

50 

123.2 

205 

1024 

10 

22.8 

34.0 

32 

APACHE 

713 

6  59 

14 

273 

1 1 

40.3 

82 

830 

9 

8.8 

10.6 

33 

BP  PRUDHOE  BAY  ROYALTY  TRUST 

724 

634 

2 

69 

NA 

68.4 

NA 

497 

-5 

NM 

13.8 

34 

DIAMOND  SHAMROCK 

737 

613 

3 

2708 

30 

77.5 

29 

1  134 

10 

14.5 

22  4 

35 

ARKLA  EXPLORATION 

881 

450 

-30 

160 

1 1 

6.7 

-22 

784 

3 

NM 

2.1 

11C  PETROLEUM  SERV 

ICES 

GROUP  COMPOSITE 

36  5  35 

14 

24991 

18 

1  335.3 

56 

24  36  5 

11 

10.2 

10.4 

SCHLUMBERGER 

36 

15317 

28 

5306 

13 

570.3 

36 

5887 

1 1 

18.4 

18.0 

HALLIBURTON 

113 

5634 

17 

6926 

22 

197.4 

48 

4544 

7 

9.1 

9.0 

BAKER  HUGHES 

173 

3884 

5 

2719 

16 

153.1 

65 

2906 

41 

9.8 

10.2 

DRESSER  INDUSTRIES 

193 

3559 

6 

4706 

18 

168.6 

5 

3119 

4 

9.8 

9.6 

CBI  INDUSTRIES 

523 

1074 

43 

1576 

5 

55.1 

61 

1432 

5 

8.9 

9.6 

OCEAN  DRILLING  &  EXPLORATION 

563 

966 

-31 

238 

4 

45.2 

39 

905 

-4 

9.5 

9.9 

ROWAN 

657 

744 

-20 

292 

29 

2.0 

NM 

739 

0 

2.0 

0.4 

NOBLE  AFFILIATES 

685 

694 

-1 

243 

15 

28.6 

27 

565 

4 

8.7 

1 1.8 

HELMERICH  &  PAYNE 

716 

652 

-26 

188 

5 

36.2 

-15 

581 

-2 

7.3 

7.4 

BAROID 

730 

62  l 

-10 

599 

25 

1 9.6 

32 

591 

15 

4.6 

4.1 

TIDEWATER 

833 

498 

59 

233 

20 

23.3 

NM 

386 

4 

10.2 

9.3 

SMITH  INTERNATIONAL 

874 

458 

20 

388 

24 

8.3 

NM 

393 

21 

6.1 

7.4 

PARKER  DRILLING 

877 

454 

-12 

107 

-1 

-16.2 

NM 

264 

1 

NA 

-7.7 

GLOBAL  MARINE 

833 

4  48 

-3 

282 

50 

-35.8 

NM 

544 

-5 

NM 

NM 

GRACE  ENERGY 

904 

433 

-26 

501 

28 

22.5 

-4 

842 

10 

4.0 

3.9 

BJ  SERVICES 

978 

369 

NA 

366 

14 

20.9 

69 

244 

14 

16.0 

17.7 

ENTERRA 

982 

367 

118 

144 

33 

18.2 

568 

214 

74 

12.0 

1 1.2 

18 

NABORS  INDUSTRIES 

987 

363 

66 

178 

134 

18.1 

200 

209 

207 

14.9 

17.6 

12 

HEALTH  CARE 

INDUSTRY  COMPOSITE 

332661 

48 

137426 

16 

13836.1 

25 

123943 

19 

19.3 

23.4 

12A  DRUG  DISTRIBUTION 

GROUP  COMPOSITE 

12195 

45 

27841 

12 

575.7 

22 

9401 

9 

12.5 

15.1 

i 

WALGREEN 

171 

3938 

49 

6201 

12 

178.1 

13 

2022 

12 

17.1 

18.5 

2 

MEDCO  CONTAINMENT  SERVICES 

268 

2474 

170 

1 162 

37 

40.8 

NM 

604 

19 

10.7 

9.7 
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RITE  AID 

357 

1826 

34 

3373 

8 

103.3 

26 

1674 

9 

9.9 

13.9 

4 

McKESSON 

457 

1303 

-9 

8337 

10 

96.4 

-9 

2421 

1 

12.1 

16.0 

BERGEN  BRUNSWIG 

521 

1081 

33 

4536 

12 

64.7 

28 

1394 

6 

10.7 

14.1 

LONGS  DRUG  STORES 

655 

746 

-14 

2334 

1 1 

59.6 

-3 

625 

1 1 

15.7 

16.6 

CARDINAL  DISTRIBUTION 

868 

463 

103 

1083 

30 

15.8 

37 

416 

58 

9.3 

1 1.6 

8 

DURR-FlllAUER  MEDICAL 

983 

365 

60 

815 

16 

17  1 

18 

?44 

16 

14.0 

14.0 

12B  DRUGS  &  RESEARCH 

GROUP  COMPOSITE 

217066 

44 

58162 

18 

9010.9 

34 

64638 

27 

24.0 

28.2 

MERCK 

5 

41034 

47 

7672 

17 

1781.2 

19 

7772 

19 

41.8 

47.7 

2 

BRISTOL-MYERS  SQUIBB 

7 

40476 

45 

10300 

12 

1747.7 

134 

9129 

68 

31.1 

32.5 

3 

ELI  LILLY 

19 

22106 

25 

5192 

24 

1 127.3 

20 

7143 

22 

30.1 

32.5 

4 

AMERICAN  HOME  PRODUCTS 

27 

17926 

14 

6775 

0 

1230.6 

12 

5991 

21 

NA 

49.6 

5 

PFIZER 

28 

17751 

84 

6406 

13 

801.2 

18 

9052 

9 

17.2 

16.0 

6 

SCHERING-PLOUGH 

46 

1  1577 

29 

3323 

5 

565.1 

20 

4103 

14 

25.9 

25.2 

7 

MARION  MERRELL  DOW 

49 

10738 

79 

2462 

128 

487.0 

959 

2160 

18 

35.8 

38.6 

WARNER-LAMBERT 

50 

10411 

49 

4687 

12 

484.9 

18 

3261 

14 

32.0 

35.9 

9 

SYNTEX 

64 

8541 

51 

1686 

20 

392.5 

30 

1908 

34 

37.9 

45.3 

10 

UPJOHN 

79 

7630 

10 

3033 

1 1 

458.1 

42 

3668 

14 

21.0 

31.0 

n 

RHONE-POULENC  RORER 

1  10 

5704 

175 

2917 

147 

1.0 

-99 

4085 

128 

NM 

0.2 

AMGEN 

134 

5059 

392 

299 

102 

3.9 

3 

444 

58 

1.2 

1.3 

13 

ALZA 

315 

2073 

67 

99 

21 

24.7 

31 

531 

84 

9.4 

11.8 

14 

SIGMA-ALDRICH 

348 

1874 

31 

529 

20 

71.2 

1  1 

525 

18 

NA 

20.2 

15 

GENENTECH 

371 

1729 

-22 

435 

13 

-98.0 

NM 

1 158 

63 

NM 

-1 1.0 

16 

ALLERGAN 

411 

1474 

46 

884 

10 

81.4 

42 

947 

1 

15.0 

15.5 

FOREST  LABORATORIES 

450 

1319 

78 

162 

21 

35.7 

28 

319 

39 

12.7 

14.0 

CENTOCOR 

520 

1089 

178 

65 

-10 

-132.2 

NM 

273 

52 

-56.1 

-62.3 

CHIRON 

537 

1035 

124 

79 

121 

4.0 

NM 

256 

NA 

NA 

3.5 

20 

BIOGEN 

565 

956 

150 

50 

76 

7.7 

140 

158 

9 

5.4 

1.3 

21 

CARTER-WALLACE 

566 

954 

21 

613 

14 

53.1 

7 

543 

9 

14.1 

14.0 

21 

MYLAN  LABORATORIES 

602 

870 

12 

94 

5 

33.0 

63 

163 

20 

25.9 

22.7 

23 

IMMUNEX 

698 

678 

397 

31 

32 

-9.9 

NM 

121 

38 

NM 

-17.0 

24 

GEN2YME 

746 

600 

155 

55 

60 

-27.2 

NM 

117 

57 

NM 

-28.4 

25 

U.  S.  BIOSCIENCE 

755 

590 

366 

0 

NM 

-4.9 

NM 

40 

177 

NM 

-13.6 

26 

GENETICS  INSTITUTE 

785 

561 

4 

40 

-8 

-22.9 

NM 

182 

-14 

NM 

-16.2 

27 

IVAX 

800 

544 

90 

142 

13 

-0.8 

NM 

69 

-6 

NM 

-1.7 

28 

CETUS 

866 

464 

0 

29 

43 

-71.8 

NM 

254 

0 

NA 

-85.9 

29 

DIAGNOSTIC  PRODUCTS 

876 

455 

17 

76 

26 

17.3 

14 

102 

23 

20.7 

20.7 

30 

XOMA 

887 

446 

78 

20 

97 

-23.7 

NM 

97 

-12 

NA 

-89.6 

31 

SYNERGEN 

928 

405 

274 

9 

-27 

-6.4 

NM 

65 

35 

NM 

-10.9 

12C  HEALTH  CARE  SERVICES 

GROUP  COMPOSITE 

21527 

60 

16744 

14 

1113.0 

53 

1  5982 

9 

13.4 

17.2 

HUMANA 

138 

5014 

28 

5075 

19 

321  3 

18 

4159 

11 

15.0 

18.2 

NATIONAL  MEDICAL  ENTERPRISES 

189 

3620 

37 

3742 

-6 

259.5 

22 

3919 

-5 

12.2 

19.0 

U.  S.  HEALTHCARE 

338 

1913 

238 

1330 

33 

77.5 

173 

613 

48 

33.2 

38.2 

COMMUNITY  PSYCHIATRIC  CENTERS 

359 

1810 

90 

382 

15 

83.2 

16 

552 

16 

17.7 

18.7 

NATIONAL  HEALTH  LABORATORIES 

427 

1387 

17 

502 

25 

82.6 

28 

366 

6 

32.5 

32.5 

MEDICAL  CARE  INTERNATIONAL 

547 

1016 

1  19 

233 

67 

29.2 

81 

345 

41 

16.0 

15.2 

UNITED  HEALTHCARE 

613 

844 

347 

605 

47 

33.9 

148 

284 

28 

25.6 

NA 

MANOR  CARE 

653 

755 

26 

757 

13 

30.1 

19 

937 

10 

8.5 

12.9 

T2  MEDICAL 

670 

721 

161 

83 

49 

17.6 

52 

159 

43 

12.9 

13.2 

BEVERLY  ENTERPRISES 

692 

685 

174 

2113 

0 

12.9 

NM 

1677 

3 

7.4 

3.1 

SURGICAL  CARE  AFFILIATES 

735 

615 

183 

124 

51 

11.5 

82 

132 

24 

23.9 

24.3 

FHP  INTERNATIONAL 

779 

563 

25 

1  154 

41 

32.2 

23 

479 

32 

16.9 

20.0 

CRITICAL  CARE  AMERICA 

786 

559 

85 

1  19 

44 

12.1 

42 

137 

12 

1 1.6 

15.4 

.  NOVACARE 

873 

459 

106 

124 

49 

16.2 

99 

109 

42 

17.3 

16.8 

j  HEAITHSOUTH  REHABILITATION 

921 

413 

131 

180 

52 

12.9 

59 

301 

37 

6.8 

10.3 
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16 

HEALTH  CARE  PROPERTIES  INVESTORS 

936 

398 

48 

72 

15 

:  23.2 

68 

:  476 

10 

NM 

10.4 

17 

MEDITRUST 

954 

386 

36 

89 

24 

29.0 

35 

822 

21 

NM 

10.9 

18 

AMERICAN  HEALTH  PROPERTIES 

976 

370 

22 

59 

26 

28.0 

31 

:  515 

19 

NM 

10.9 

1 2D  MEDICAL  PRODUCTS 

GROUP  COMPOSITE 

81872 

57 

346  7  9 

14 

3136.5 

0 

33922 

13 

16.2 

19.2 

JOHNSON  &  JOHNSON 

1  1 

29887 

57 

1 1232 

15 

1268.0 

17 

9506 

20 

:  22.7 

26.7 

ABBOTT  LABORATORIES 

23 

20331 

42 

6159 

14 

965.8 

12 

5563 

15 

:  347 

34.1 

BAXTER  INTERNATIONAL 

58 

9245 

53 

8100 

9 

40.0 

-91 

8517 

0 

:  2.3 

-0.7 

MEDTRONIC 

195 

3517 

105 

977 

19 

124.2 

17 

973 

16 

:  24.2 

20.0 

BECTON.  DICKINSON 

240 

2759 

20 

2066 

13 

184.0 

13 

2615 

13 

n.i 

15.1 

U.  S.  SURGICAL 

243 

2689 

310 

514 

49 

46.0 

50 

461 

41 

;  i4.8 

20.5 

ST.  JUDE  MEDICAL 

282 

2317 

108 

175 

18 

64.7 

27 

278 

38 

:  27.2 

27.2 

BAUSCH  &  LOMB 

286 

2297 

32 

1369 

12 

131.4 

15 

1677 

17 

16.4 

16.7 

IMCERA  GROUP 

322 

2021 

67 

1546 

32 

80.5 

-4 

2239 

12 

7.8 

9.2 

BIOMET 

389 

1595 

142 

182 

23 

34.8 

37 

179 

35 

22.8 

22.8 

ACUSON 

481 

1208 

53 

283 

24 

47.8 

26 

249 

35 

23.9 

23.9 

C.  R.  BARD 

485 

1 187 

41 

785 

1 

40.3 

-38 

613 

9 

12.2 

12.0 

STRYKER 

573 

940 

64 

281 

24 

23.6 

23 

210 

38 

16.5 

16.8 

SCIMED  LIFE  SYSTEMS 

712 

660 

91 

100 

79 

26.0 

95 

90 

150 

34.3 

34.1 

CORDIS 

893 

442 

122 

185 

25 

14.3 

81 

146 

10 

NA 

16.7 

PURITAN-BENNETT 

939 

396 

43 

252 

1 1 

15.9 

-1 

186 

14 

NA 

14.0 

MINE  SAFETY  APPLIANCES 

959 

384 

12 

474 

14 

29.2 

6 

420 

18 

10.4 

10.9 

/3  HOUSING 

INDUSTRY  COMPOSITE 

1  7  579 

3 

22467 

5 

1134.7 

-22 

24661 

7 

11.0 

13.3 

1 3 A  BUILDING  MATERIALS 

GROUP  COMPOSITE 

13384 

4 

1  7991 

3 

914.8 

23 

16028 

6 

12.2 

14.4 

PPG  INDUSTRIES 

118 

5501 

21 

6021 

5 

474.8 

2 

6108 

8 

15.3 

19.3 

SHERWIN-WILLIAMS 

330 

1952 

32 

2267 

7 

122.7 

13 

1504 

9 

15.1 

16.4 

VULCAN  MATERIALS 

437 

1367 

-22 

1 105 

3 

120.3 

-10 

1  1  18 

12 

17.3 

17.7 

OWENS-CORNING  FIBERGLAS 

546 

1017 

1 1 

3111 

4 

75.0 

-56 

1807 

-6 

22.8 

NM 

LAFARGE 

665 

730 

-22 

1598 

7 

50.0 

-50 

1689 

9 

5.1 

6.0 

HOLNAM 

688 

690 

-5 

1075 

0 

-28.0 

NM 

1487 

18 

-1.9 

-3.2 

RPM 

723 

633 

45 

489 

23 

29.7 

14 

392 

27 

1 1.3 

14.7 

8 

CALMAT 

765 

573 

-33 

425 

-10 

30.4 

-55 

587 

-27 

NA 

7.7 

9 

TECUMSEH  PRODUCTS 

834 

498 

-29 

1318 

-13 

14.2 

-83 

1032 

0 

2.3 

2.0 

10 

VALSPAR 

918 

419 

1 1 

581 

8 

25.7 

8 

302 

19 

17.3 

19.9 

13B  CONSTRUCTION  &  REAL  ESTATE 

GROUP  COMPOSITE 

4195 

-1 

4476 

11 

219.9 

-19 

8633 

9 

9.1 

10.0 

ROUS! 

556 

993 

-17  . 

530 

7 

-1.8 

nm  : 

34  33 

io  : 

-5.9 

-13.1 

ROCKEFELLER  CENTER  PROPERTIES 

669 

722 

1 

124 

-2  : 

37.7 

-9 

1460 

-l  : 

NA 

6.4 

NEW  PLAN  REALTY  TRUST 

708 

666 

!2  : 

55 

9  j 

35.4 

1  1  I 

306 

2  ; 

NM 

12.5 

CENTEX 

782 

562 

-2  ■ 

2289 

14  : 

55.0 

-8  : 

2112 

3 

12.6 

1  1.4 

WEINGARTEN  REALTY 

839 

487 

14 

77 

13  : 

16.5 

21 

416 

14 

NM 

10.8 

CRI  LIQUIDATING  REIT 

945 

392 

1 1  : 

37 

-'2  ■ 

37.1 

'3  : 

363 

5589  j 

NM 

9.1 

KAUFMAN  &  BROAD  HOME 

968 

374 

5  ■ 

1366 

8  : 

39.9 

-51  : 

1544 

4  : 

13.0 

17.0 
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14 

LEISURE  TIME  PRODUCTS 

INDUSTRY  COMPOSITE 

781S4 

7 

72119 

8 

3979.5 

16 

86145 

5 

10.4 

14.2 

14A  EATING  PLACES 

CROUP  COMPOSITE 

18371 

16 

15044 

8 

1006.4 

13 

17186 

10 

11.9 

18.6 

i 

Mcdonald's 

43 

12209 

6 

6640 

9 

802.3 

10 

10668 

16 

12.5 

20.6 

2 

WENDY'S  INTERNATIONAL 

580 

919 

124 

1002 

-5 

38.6 

63 

769 

0 

NA 

8.7 

3 

BOB  EVANS  FARMS 

750 

597 

40 

493 

12 

31.8 

13 

271 

6 

14.0 

14.1 

4 

SHONEY'S 

754 

593 

26 

926 

10 

29.6 

56 

400 

0 

28.8 

NM 

S 

SBARRO 

757 

584 

86 

191 

29 

20.5 

41 

133 

23 

24.1 

24.0 

6 

CHILI'S 

787 

559 

79 

383 

22 

20.6 

24 

211 

22 

13.5 

14.3 

7 

INTERNATIONAL  DAIRY  QUEEN 

808 

533 

5 

282 

11 

26.5 

14 

161 

25 

21.2 

31.9 

8 

CRACKER  BARREL  OLD  COUNTRY  STORE 

812 

528 

84 

261 

37 

17.6 

38 

177 

40 

NA 

16.8 

9 

LUBY'S  CAFETERIAS 

816 

520 

11 

318 

10 

32.6 

9 

236 

13 

17.2 

17.4 

10 

TW  HOLDINGS 

849 

474 

35 

3682 

6 

-67.8 

NM 

3496 

-4 

NM 

-46.8 

11 

COLLINS  FOODS  INTERNATIONAL 

871 

460 

10 

594 

9 

30.1 

1 

474 

12 

10.9 

11.1 

12 

RYAN'S  FAMILY  STEAK  HOUSES 

943 

393 

2 

273 

13 

24.1 

12 

192 

21 

16.5 

16.5 

14B  ENTERTAINMENT 

GROUP  COMPOSITE 

26766 

11 

12487 

22 

1111.5 

42 

20231 

7 

9.2 

12.9 

WALT  DISNEY 

33 

16562 

5 

6048 

25 

820.0 

12 

8568 

24 

NA 

23.4 

PARAMOUNT  COMMUNICATIONS 

137 

5017 

-6 

3922 

13 

230.6 

998 

6539 

-7 

6.9 

6.0 

BLOCKBUSTER  ENTERTAINMENT 

314 

2079 

72 

633 

57 

68.7 

56 

601 

44 

17.6 

24.0 

UNITED  ARTISTS  ENTERTAINMENT 

345 

1896 

-3 

1425 

34 

-94.6 

NM 

4039 

-2 

NA 

-16.0 

KING  WORLD  PRODUCTIONS 

479 

1212 

18 

460 

8 

86.8 

1  1 

484 

21 

34.2 

47.3 

14C  HOTEL  &  MOTEL 

GROUP  COMPOSITE 

7168 

-16 

12261 

10 

324.7 

-41 

12938 

-1 

8.9 

14.7 

HILTON  HOTELS 

301 

2166 

-12 

1125 

13 

112.5 

2 

1927 

-13 

10  3 

12.3 

CIRCUS  CIRCUS  ENTERPRISES 

355 

1833 

28 

692 

32 

76.3 

2 

792 

27 

16.0 

45.3 

MARRIOTT 

370 

1736 

-36 

7646 

1 

47.0 

-74 

6688 

-2 

6.6 

10.0 

PROMUS 

795 

550 

-25 

1004 

6 

23.4 

-85 

1441 

8 

7.3 

9.2 

CAESARS  WORLD 

885 

447 

-22 

885 

0 

35.9 

-32 

882 

-3 

10.7 

13.1 

6 

GOLDEN  NUGGET 

899 

436 

-4 

909 

203 

29.7 

NM 

1209 

6 

10.0 

23.6 

14D  OTHER  LEISURE 

GROUP  COMPOSITE 

2S849 

7 

32327 

3 

1  536.9 

28 

35789 

4 

10.4 

13.1 

i 

EASTMAN  KODAK 

39 

14810 

17 

18908 

3 

703.0 

33 

24125 

2 

8.5 

10  7 

2 

CARNIVAL  CRUISE  LINES 

234 

2795 

0 

1391 

21 

206.2 

7 

2684 

21 

NA 

20.0 

3 

HASBRO 

443 

1342 

22 

1520 

8 

89.2 

-3 

1285 

3 

10.9 

10.5 

4 

POLAROID 

446 

1333 

-46 

1972 

4 

151.0 

4 

1701 

-4 

19.4 

54.6 

5 

BRUNSWICK 

463 

1269 

-1 

2478 

-12 

70.9 

NM 

1895 

-5 

8.5 

8.4 

6 

AMERICAN  GREETINGS 

495 

1156 

9 

1394 

8 

79.3 

17 

1302 

14 

11.1 

12.5 

7 

MATTEL 

500 

1 147 

17 

1471 

19 

91.2 

15 

930 

12 

21.9 

28.5 

8 

FLEETWOOD  ENTERPRISES 

772 

569 

5 

1449 

-6 

36.4 

-34 

762 

12 

10.9 

8.6 

9 

HARLEY-DAVIDSON 

821 

515 

48 

865 

9 

38.3 

17 

407 

8 

18.2 

19.7 

10 

CPI 

851 

473 

10 

367 

5 

31.6 

-4 

207 

10 

22.1 

22.2 

11 

GIBSON  GREETINGS 

894 

441 

8 

513 

10 

39.8 

-6 

491 

29 

16.3 

16.4 

15 

MANUFACTURING 

INDUSTRY  COMPOSITE 

78090 

4 

91919 

9 

4565.7 

-4 

85495 

9 

10.7 

13.2 

15A  GENERAL  MANUFACTURING 

GROUP  COMPOSITE 

46789 

14 

36581 

9 

2699.3 

10 

30192 

10 

12.9 

17.6 

i 

MINNESOTA  MINING  &  MFG. 

24 

20060 

8 

13021 

9 

1308.0 

5 

1 1079 

14 

NA 

22.1 

2 

CORNING 

1 19 

5488 

30 

2941 

21 

289.1 

1 1 

3512 

5 

13.0 

15.9 

3 

RUBBERMAID 

184 

3649 

38 

1534 

6 

143.5 

15 

1  114 

13 

18.4 

18.7 

4 

ILLINOIS  TOOL  WORKS 

219 

3042 

15 

2544 

17 

182.4 

11 

2150 

27 

13.5 

16.7 
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lUPIr  An  1 
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5 

NEWELL 

362 

1780 

15 

1073 

-4 

101.4 

19 

871 

0 

19.4 

20.9 

6 

HILLENBRAND  INDUSTRIES 

387 

161  1 

4 

1 107 

11 

75.7 

6 

1268 

21 

15.7 

17.3 

7 

AVERY  DENNISON 

401 

1526 

-10 

2590 

NA 

5.9 

NA 

1890 

10 

1.7 

0.7 

8 

JOSTENS 

412 

1474 

40 

821 

1  1 

62.0 

10 

508 

14 

22.6 

22.9 

9 

PARKER  HANNIFIN 

453 

1307 

-10 

2518 

5 

106.1 

13 

1986 

3 

9.6 

10.9 

10 

KEYSTONE  INTERNATIONAL 

515 

1117 

42 

446 

19 

44.0 

20 

417 

14 

17.8 

19.6 

11 

CRANE 

597 

884 

10 

1438 

-1 

62.7 

12 

715 

5 

16.7 

20.5 

12 

TRINOVA 

660 

737 

-14 

1955 

1 

45.5 

36 

1314 

-3 

8.1 

7.6 

13 

HARSCO 

705 

669 

1 

1760 

26 

72.5 

538 

991 

1 

14.9 

16.6 

14 

FIRST  BRANDS 

766 

570 

34 

1050 

-9 

42.0 

-30 

806 

-2 

12.1 

15.3 

15 

WATTS  INDUSTRIES 

773 

568 

36 

322 

27 

29.1 

17 

303 

10 

13.0 

15.6 

16 

FEDERAL  SIGNAL 

788 

556 

62 

439 

10 

28.1 

27 

296 

9 

19.6 

19.2 

17 

A.  T.  (ROSS 

862 

465 

-13 

223 

-10 

27.2 

-24 

207 

5 

16.9 

17.1 

18 

TELEFLEX 

879 

453 

35 

444 

23 

28.6 

7 

425 

16 

12.3 

15.9 

19 

SANFORD 

898 

437 

27 

139 

7 

24.2 

15 

125 

21 

25.1 

25.3 

20 

INTERNATIONAL  CAME  TECHNOLOGY 

938 

396 

93 

217 

28 

21.4 

43 

216 

24 

18.3 

22.6 

15B  MACHINE  &  HAND  TOOLS 

GROUP  COMPOSITE 

5627 

-4 

11486 

16 

354.4 

-5 

11313 

2 

9.3 

11.6 

STANLEY  WORKS 

415 

1468 

-6 

1977 

0 

106.6 

-9 

1494 

0 

1 1.2 

15.3 

SNAP-ON  TOOLS 

460 

1290 

-2 

932 

5 

100.8 

-4 

908 

17 

15.7 

15.8 

BLACK  &  DECKER 

587 

909 

-16 

4832 

35 

51.1 

NM 

5890 

-6 

5.8 

6.5 

DANAHER 

727 

627 

74 

840 

12 

35.7 

-24 

745 

47 

8.7 

1  1.3 

CLARK  EQUIPMENT 

798 

545 

-29 

1445 

4 

49.5 

-24 

1 100 

9 

9.2 

8.5 

CINCINNATI  MILACRON 

930 

403 

-8 

838 

2 

-22.1 

NM 

713 

5 

NA 

NA 

KENNAMETAL 

957 

386 

21 

622 

20 

32.8 

7 

463 

21 

12.3 

13.5 

15C  SPECIAL  MACHINERY 

GROUP  COMPOSITE 

22  720 

-7 

38118 

7 

1431.2 

-18 

38569 

14 

10.7 

10.2 

i 

CATERPILLAR 

117 

5525 

-10 

1  1436 

3 

210.0 

-58 

11951 

9 

6.8 

4.6 

2 

DEERE 

169 

3948 

-29 

7679 

3 

289.5 

-29 

10941 

14 

12.3 

9.6 

3 

INGERSOLL-RAND 

244 

2677 

-9 

3738 

8 

185.4 

-8 

2983 

15 

12.9 

12.2 

4 

DOVER 

263 

2536 

9 

2210 

4 

155.7 

8 

1419 

6 

21.7 

19.8 

5 

TYCO  LABORATORIES 

275 

241 1 

17 

2576 

27 

125.2 

61 

2484 

85 

NA 

NA 

6 

FMC 

461 

1286 

6 

3722 

9 

155.3 

-1 

2959 

5 

17.8 

120.3 

7 

TIMKEN 

631 

807 

-16 

1701 

11 

55.2 

0 

1815 

16 

5.9 

5.1 

8 

HARNISCHFEGER  INDUSTRIES 

729 

626 

-13 

1735 

10 

69.1 

17 

1581 

9 

12.8 

1 1.9 

9 

STEWART  &  STEVENSON  SERVICES 

759 

579 

27 

667 

20 

31.3 

20 

364 

33 

16.0 

17.7 

10 

APPLIED  MATERIALS 

809 

532 

13 

573 

7 

27.2 

-45 

569 

21 

7.9 

9.0 

11 

GOULDS  PUMPS 

823 

514 

36 

555 

9 

30.6 

6 

425 

8 

13.9 

15.1 

12 

NORDSON 

859 

467 

-1 

356 

21 

29.1 

-1 1 

267 

8 

21.4 

22.3 

13 

BRIGGS  &  STRATTON 

896 

439 

2 

1001 

1 1 

41.7 

NM 

647 

4 

14.5 

15.6 

14 

KAYDON 

971 

373 

43 

169 

12 

26.0 

14 

165 

7 

20.9 

24.1 

15D  TEXTILES 

GROUP  COMPOSITE 

2955 

-12 

5  7  34 

7 

80.7 

-58 

54  2  1 

12 

5.1 

3.4 

WEST  POINT-PEPPERELL 

569 

949 

-16 

1228 

-3 

-12.2 

NM 

2550 

-27 

-15.8 

-1.0 

SHAW  INDUSTRIES 

704 

670 

-27 

1659 

31 

59.5 

7 

791 

15 

14.1 

29.5 

SPRINGS  INDUSTRIES 

841 

486 

-25 

1878 

-2 

-6.8 

NM 

1201 

1 

NM 

-1.2 

UNIFI 

856 

470 

72 

413 

1 

32.6 

28 

175 

-4 

24.3 

25.2 

ALBANY  INTERNATIONAL 

963 

380 

-1 1 

556 

10 

7.6 

-83 

703 

24 

3.2 

3.2 

169 
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They  didrit  design  it 
even  sell  it.  But  th< 


"Over the  years  we've  bought  computers  and  soft- 
ware from  lots  of  different  vendors,  so  our  eompam  s 
system  is  sort  of  mixed  up. 

44  But  our  service  agreement  isn't. 

"It  covers  all  our  systems  and  software,  you  dont 
have  to  he  a  lawyer  to  understand  it.  and  it  has  only 
two  names  on  it. 

"Ours  and  IBM's." 
Ihc  Solution.  \\  hen  a  computer  is  down  or  il 
vour  software  is  raising  more  questions  than  it  answers 
that's  no  time  to  learn  that  vour  support  svstem  doesn't 
work  either. 

But  it  can  happen.  With  systems  from  multiple 
vendors,  you  can  waste  precious  time  just  trying  to 
figure  out  who's  responsible  lor  what  gear,  or  who  can 
help  von  unravel  the  mysteries  of  software. 

But  with  an  IBM  service  agreement,  we  can  help 

you  with  everything,  and  2 1  hours  a   —  — 

day.  lb  learn  more  about  IBM  service,  z  ~ —  ZZTZ 
ca'llusat  l-800-IBM-6676,ext.96().  ==z=F="E 
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16  METALS  &  MINING 

INDUSTRY  COMPOSITE 

37  736 

-2 

487  34 

-2 

2033.9 

-50 

51887 

5 

8.4 

8.3 

16A  ALUMINUM 

GROUP  COMPOSITE 

12103 

-4 

22881 

-2 

962.1 

-51 

25658 

6 

10.0 

8.9 

i 

ALUMINUM  CO.  OF  AMERICA 

109 

5727 

-2 

10710 

-2 

295.2 

-69 

1  1484 

2 

9.6 

5.6 

2 

REYNOLDS  METALS 

179 

3731 

1 1 

6022 

-2 

296.6 

-44 

6280 

16 

8.3 

10.1 

3 

AMAX 

288 

2274 

2 

3788 

-3 

225.9 

-37 

4900 

17 

10.0 

10.2 

4 

MAXXAM 

972 

372 

1 1 

2361 

-3 

144.4 

24 

2994 

-9 

16  1 

39  9 

16B  STEEL 

CROUP  COMPOSITE 

7369 

6 

15592 

-7 

-223.6 

NM 

13447 

-2 

NM 

-5.2 

NUCOR 

373 

1722 

34 

1482 

17 

75.1 

30 

1038 

0 

10.5 

1 1.8 

BETHLEHEM  STEEL 

508 

1  128 

-24 

4899 

-7 

-463.5 

NM 

4382 

-9 

NM 

-413 

WORTHINCTON  INDUSTRIES 

572 

941 

9 

926 

-1 

56.6 

-5 

591 

9 

14.5 

16.3 

ALLEGHENY  LUDLUM 

605 

868 

-8 

1085 

-8 

68.9 

-48 

754 

4 

17.6 

19.6 

INLAND  STEEL  INDUSTRIES 

644 

773 

-36 

3870 

-7 

-20.6 

NM 

3024 

5 

NM 

-3.3 

OREGON  STEEL  MILLS 

744 

601 

122 

334 

44 

28.5 

37 

244 

50 

21.0 

21.6 

ARMCO 

817 

520 

-45 

1735 

-28 

-55.2 

NM 

2294 

-8 

NA 

-7.3 

8 

CARPENTER  TECHNOLOGY 

872 

459 

1 

577 

-6 

42.5 

30 

709 

4 

12.5 

13.4 

9 

LUKENS 

993 

358 

9 

684 

6 

44.2 

6 

412 

9 

16.1 

21.6 

16C  OTHER  METALS 

GROUP  COMPOSITE 

18264 

-3 

10261 

4 

1295.3 

5 

1  278  1 

10 

13.0 

17.5 

i 

NEWMONT  GOLD 

163 

4077 

-26 

643 

15 

141.7 

20 

713 

8 

24.4 

23.9 

2 

NEWMONT  MINING 

248 

2657 

-24 

684 

17 

174.8 

123 

953 

-26 

NA 

152.9 

3 

PHELPS  DODGE 

279 

2368 

10 

2636 

-2 

454.9 

70 

2827 

13 

23.1 

27.0 

4 

FREEPORT-McMORAN  COPPER  &  GOLD 

290 

2231 

76 

434 

18 

92.6 

-6 

675 

63 

22.6 

44.3 

5 

HOMESTAKE  MINING 

376 

1710 

-17 

513 

21 

-19.0 

NM 

1081 

-1 

NM 

-2.2 

6 

ASARCO 

476 

1222 

-1 

2209 

0 

149.1 

-36 

2771 

14 

9.2 

9.9 

7 

CYPRUS  MINERALS 

595 

886 

-14 

1366 

4 

1 1 1.0 

-53 

1919 

4 

8.3 

8.1 

8 

AMAX  GOLD 

606 

863 

-21 

150 

23 

28.3 

-15 

157 

4 

NA 

25.4 

9 

PRECISION  CASTPARTS 

694 

681 

32 

520 

18 

32.6 

21 

408 

15 

11.9 

12.7 

10 

FMC  GOLD 

734 

615 

-22 

153 

1 

39.4 

-19 

268 

58 

16.5 

16.5 

11 

BATTLE  MOUNTAIN  GOLD 

749 

597 

-40 

143 

9 

16.0 

-39 

503 

56 

3.5 

5.4 

12 

CLEVELAND-CLIFFS 

996 

357 

-9 

310 

-12 

73.8 

18 

508 

22 

NA 

25.4 

17  NONBANK  FINANCIAL 

INDUSTRY  COMPOSITE 

191057 

1  1 

277222 

4 

14422.3 

-12 

1460385 

6 

15.2 

11.7 

17A  FINANCIAL  SERVICES 

GROUP  COMPOSITE 

88099 

IS 

117421 

3 

6098.5 

-10 

777558 

5 

15.9 

13.2 

AMERICAN  EXPRESS 

42 

12309 

4 

24332 

-3 

338.0 

-71 

137682 

5 

24.2 

5.0 

FEDERAL  NATIONAL  MORTGAGE  ASSN. 

48 

10931 

28 

12720 

10 

1 173.4 

45 

133112 

7 

9.8 

31.5 

BERKSHIRE  HATHAWAY 

60 

9053 

1 1 

2283 

-10 

380.0 

-17 

9266 

4 

7.4 

7.9 

LOEWS 

77 

7784 

-2 

12637 

1 1 

804.7 

-1  1 

34736 

10 

13.3 

16.2 

MARS"  S  MCLENNAN 

106 

5827 

15 

2723 

12 

304.1 

3 

241 1 

18 

23.3 

28.7 

STUDENT  LOAN  MARKETING  ASSN. 

144 

4889 

9 

3619 

1  1 

300.9 

17 

41 124 

16 

10.2 

33.0 

FEDERAL  HOME  LOAN  MORTGAGE 

149 

4578 

6 

3965 

6 

414.0 

-5 

40579 

14 

17.3 

19.7 
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8 

PRIMERICA 

199 

3461 

8 

6194 

9 

372.9 

29 

20000 

1  1 

14.1 

13.4 

9 

SALOMON 

211 

3176 

18 

8946 

-1 

303.0 

-36 

1 10130 

-6 

28.3 

8.4 

10 

MERRILL  LYNCH 

215 

3090 

34 

11213 

-1 

191.9 

NM 

70182 

-4 

NA 

5.2 

11 

MORGAN  STANLEY  GROUP 

232 

2826 

21 

5870 

1 

270.4 

-39 

60106 

13 

77.9 

14.6 

12 

TRANSAMERKA 

236 

2787 

-7 

6703 

-2 

266.3 

-20 

31784 

7 

7.7 

9.0 

13 

HSR  BLOCK 

251 

2646 

41 

1  101 

14 

1 17.6 

10 

675 

20 

25.3 

25.6 

14 

EQUIFAX 

395 

1553 

87 

1079 

8 

63.9 

1 

749 

9 

17.4 

24.0 

15 

DREYFUS 

431 

1380 

-10 

261 

-4 

62.1 

-58 

819 

2 

9.7 

9.1 

16 

BEAR  STEARNS 

433 

1374 

12 

2376 

-1 

103.0 

-26 

34951 

-2 

64.6 

1  1.6 

17 

FRANKLIN  RESOURCES 

441 

1354 

5 

291 

10 

90.6 

10 

505 

18 

32.1 

30.1 

18 

BENEFICIAL 

469 

1238 

13 

1756 

1  1 

130.4 

8 

9270 

17 

9.3 

14.7 

19 

ALEXANDER  &  ALEXANDER  SERVICES 

530 

1056 

-3 

1338 

7 

54.9 

-7 

2809 

12 

12.1 

13.1 

20 

POLICY  MANAGEMENT  SYSTEMS 

567 

954 

45 

346 

30 

37.2 

39 

488 

14 

NA 

1 1.8 

21 

FIRST  FINANCIAL  MANAGEMENT 

592 

894 

28 

925 

39 

72.9 

28 

5479 

1  1 

NA 

12.6 

22 

UNITED  INVESTORS  MANAGEMENT 

682 

697 

-2 

250 

10 

60.3 

16 

943 

22 

15.5 

15.7 

23 

A  G.  EDWARDS 

686 

692 

35 

644 

9 

54.6 

-5 

1  154 

15 

15.5 

14.7 

24 

CRAWFORD 

687 

691 

26 

449 

20 

32.1 

16 

234 

17 

23.6 

23.7 

25 

ALLEGHANY 

748 

598 

5 

1407 

21 

68.6 

25 

4185 

148 

NA 

10.7 

26 

PAINEWEBBER  GROUP 

820 

515 

21 

2979 

2 

-57.4 

NM 

18766 

2 

NM 

-12.1 

27 

MERCURY  FINANCE 

827 

507 

65 

95 

29 

23.2 

33 

415 

27 

16.9 

35.6 

28 

CHARLES  SCHWAB 

854 

472 

9 

626 

13 

16.8 

-1 1 

4100 

18 

9.1 

10.4 

29 

WESCO  FINANCIAL 

934 

399 

-2 

124 

-32 

27.2 

-7 

744 

1 

9.1 

9.2 

30 

T.  ROWE  PRICE  ASSOCIATES 

977 

369 

-1 1 

170 

7 

20.9 

-30 

162 

27 

19.7 

18.7 

17B  INSURANCE 

GROUP  COMPOSITE 

96902 

8 

148683 

4 

7758.3 

-16 

569700 

6 

11.2 

10.8 

i 

AMERICAN  INTERNATIONAL  GROUP 

25 

19888 

28 

14932 

10 

1442.3 

5 

58000 

26 

NA 

15.0 

2 

GENERAL  RE 

68 

8447 

1 1 

2993 

8 

613.6 

3 

1  1033 

6 

17.3 

19.4 

3 

CHUBB 

1 1 1 

5683 

33 

4294 

6 

522.1 

24 

12268 

10 

14.1 

18.1 

4 

CNA  FINANCIAL 

131 

5191 

1 1 

9944 

9 

366.5 

-40 

31089 

8 

NM 

8.7 

5 

AETNA  LIFE  &  CASUALTY 

139 

5010 

-12 

19021 

-4 

614.1 

-4 

89343 

3 

NA 

8.8 

6 

AMERICAN  GENERAL 

157 

4284 

23 

4481 

7 

562.0 

36 

33808 

5 

NA 

13.5 

7 

CIGNA 

197 

3510 

-13 

18164 

16 

318.0 

-31 

57800 

0 

5.5 

6.2 

8 

TORCHMARK 

227 

2854 

7 

1796 

10 

229.2 

8 

5536 

12 

18.1 

24.0 

9 

ST.  PAUL 

233 

2819 

-7 

4005 

6 

391.3 

-2 

12200 

1  1 

15.2 

18.3 

10 

GEICO 

245 

2675 

23 

1935 

0 

208.4 

-2 

3576 

4 

19.8 

23.0 

11 

SAFECO 

269 

2462 

6 

3178 

8 

278.4 

-7 

10553 

14 

12.6 

14.8 

12 

AON 

274 

2417 

1 

2626 

13 

239.0 

3 

10400 

14 

14.3 

17.3 

13 

TRAVELERS 

283 

2312 

-35 

11313 

-10 

-178.4 

NM 

55356 

-2 

NM 

-4.6 

14 

LINCOLN  NATIONAL 

297 

2189 

-5 

8490 

5 

191.5 

-29 

27597 

10 

9.4 

8.5 

15 

CAPITAL  HOLDING 

323 

2015 

-8 

2577 

3 

166.2 

-40 

16669 

1 1 

11.1 

11.1 

16 

UNUM 

331 

1950 

20 

2170 

12 

185.2 

19 

9500 

1  1 

39.0 

15.4 

17 

FUND  AMERICAN 

344 

1902 

65 

275 

7 

128.5 

133 

1  1272 

-3 

NA 

7.8 

18 

AMERICAN  FAMILY 

358 

1812 

49 

2678 

10 

1  17.2 

45 

8035 

23 

13.2 

14.8 

19 

CINCINNATI  FINANCIAL 

383 

1629 

33 

1028 

7 

125.0 

7 

2425 

-4 

14.3 

14.1 

20 

KEMPER 

399 

1537 

-18 

2929 

6 

1 1.9 

-95 

13588 

7 

3.2 

0.7 

21 

CONTINENTAL  CORP. 

402 

1523 

-8 

5731 

-6 

141.1 

-8 

13927 

-2 

NA 

6.8 

22 

MBIA 

420 

1435 

26 

224 

30 

126.6 

24 

2024 

13 

15.0 

13.6 

23 

PROGRESSIVE 

424 

1399 

56 

1376 

-1 

93.4 

20 

2695 

2 

13.1 

22.9 

24 

JEFFERSON-PILOT 

425 

1398 

-5 

1 163 

2 

157.6 

14 

4455 

-2 

1 1.7 

1 1.7 

25 

HARTFORD  STEAM  BOILER 

492 

1 169 

1 

562 

12 

78.7 

2 

827 

4 

20.0 

23.5 

26 

PROVIDENT  LIFE  &  ACCIDENT 

543 

1023 

-5 

2751 

4 

179.1 

21 

13522 

14 

NA 

14.2 

27 

20th  CENTURY  INDUSTRIES 

582 

915 

53 

800 

13 

98.7 

8 

1236 

17 

26.6 

26.9 

28 

AMERICAN  NATIONAL  INSURANCE 

598 

881 

-10 

1  100 

1 

108.7 

-25 

4754 

5 

NA 

NA 

29 

USF&G 

630 

808 

-68 

4399 

-6 

-461.0 

NM 

13900 

2 

NA 

-33.5 

30 

TRANSATLANTIC  HOLDINGS 

640 

777 

NA 

576 

0 

61.9 

1 1 

1993 

NA 

15.3 

15.3 

31 

OHIO  CASUALTY 

658 

743 

-28 

1604 

1 

75.9 

-47 

3253 

3 

NM 

13.2 

32 

ARGONAUT  GROUP 

699 

678 

3 

61  1 

12 

89.7 

10 

1969 

2 

19.3 

19.3 

33 

HANOVER  INSURANCE 

753 

593 

0 

1710 

7 

46.6 

-28 

3151 

9 

NA 

7.1 
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MARKET 
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SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

S  MIL 

CHANGE 
FROM 
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12 
MONTHS 
1990 
$  MIL 

CHANGE 
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12 
V  ONI  H 
1990 
$  MIL 

CHANGE 
FROM 
1989 

12 
MONTHS 
1990 
$  Mil 

CHANGE 
FROM 
1989 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

34 

OLD  REPUBLIC  INTERNATIONAL 

756 

588 

27 

1240 

6 

104.6 

6 

3329 

7 

10.9 

14.1 

35 

W.  R.  BERKLEY 

797 

547 

22 

538 

-2 

36.1 

-35 

1408 

4 

10.6 

11.0 

36 

USLIFE 

804 

540 

-20 

1236 

3 

68.6 

-15 

4501 

4 

7.6 

7.4 

37 

RELIANCE  GROUP  HOLDINGS 

830 

503 

12 

3684 

-8 

1  18.1 

443 

11000 

6 

14.3 

27.5 

38 

COLONIAL 

913 

427 

38 

306 

15 

32.6 

9 

550 

12 

12.8 

12.9 

39 

HOME  BENEFICIAL 

981 

368 

2 

242 

29 

69  0 

59 

1 160 

4 

16.0 

17.3 

17C  SAVINGS  &  LOAN 

GROUP  COMPOSITE 

6056 

9 

11117 

8 

565.5 

21 

113127 

12 

8.8 

10.1 

i 

GREAT  WESTERN  FINANCIAL 

300 

2169 

3 

4212 

1 1 

193.1 

93 

39364 

6 

9.5 

9.2 

2 

H.  F.  AHMANSON 

328 

1971 

6 

4778 

6 

191.0 

-9 

51201 

15 

8.3 

8.2 

3 

GOLDEN  WEST  FINANCIAL 

337 

1916 

4 

2127 

10 

181.5 

15 

22562 

16 

8.6 

15.4 

18  OFFICE  EQUIPMENT  &  SERVICES 

INDUSTRY  COMPOSITE 

200844 

24 

196485 

9 

1  1824.0 

32 

214416 

10 

11.8 

12.2 

18A  BUSINESS  MACHINES  &  SERVICES 

GROUP  COMPOSITE 

11937 

14 

10142 

14 

661.9 

17 

10154 

8 

14.9 

16.4 

PITNEY  BOWES 

164 

4062 

12 

3196 

1 1 

206.6 

15 

6061 

8 

13.5 

13.5 

DELUXE 

212 

3164 

23 

1414 

7 

172.1 

13 

921 

9 

25.2 

25.5 

JOHN  H.  HARLAND 

609 

857 

-10 

371 

8 

57.2 

-2 

344 

6 

18.9 

19.6 

CUC  INTERNATIONAL 

720 

81 

426 

24 

14.2 

NM 

229 

14 

30.2 

NM 

INTELLIGENT  ELECTRONICS 

740 

61 1 

228 

1534 

58 

33.5 

117 

432 

56 

23.1 

25.4 

HON  INDUSTRIES 

769 

569 

-8 

664 

10 

43.2 

57 

277 

NA 

32.8 

WALLACE  COMPUTER  SERVICES 

771 

569 

5 

455 

2 

39.3 

2 

382 

8 

13.1 

13.6 

8 

HERMAN  MILLER 

B07 

535 

10 

891 

7 

46.9 

14 

535 

0 

13.3 

14.3 

9 

DIEBOLD 

814 

526 

-1 1 

476 

2 

27.1 

-25 

520 

5 

7.6 

7.2 

10 

STANDARD  REGISTER 

932 

401 

-14 

716 

1 

21.8 

-46 

454 

-1 

7.0 

7.0 

18B  COMPUTERS  &  PERIPHERALS 

GROUP  COMPOSITE 

143832 

20 

165373 

8 

9048.4 

37 

183260 

9 

11.1 

11.0 

INTERNATIONAL  BUSINESS  MACHINES 

1 

74996 

20 

69018 

10 

6020.0 

60 

87568 

13 

12.4 

14.1 

HEWLETT-PACKARD 

44 

12072 

12 

13538 

10 

771.0 

-5 

1 1  126 

9 

13.2 

1 1.7 

DIGITAL  EQUIPMENT 

54 

9916 

5 

13072 

1 

-94.5 

NM 

1 1584 

3 

NM 

-1.1 

APPLE  COMPUTER 

82 

7430 

47 

5741 

7 

500.6 

14 

3157 

12 

32.4 

32.4 

NCR 

97 

6335 

30 

6285 

6 

369.0 

-10 

4547 

1 

18.1 

20.6 

COMPAQ  COMPUTER 

103 

6069 

56 

3599 

25 

454.9 

36 

2718 

30 

25.2 

24.5 

XEROX 

125 

5382 

4 

17973 

4 

605.0 

-7 

31500 

5 

NA 

11.1 

SUN  MICROSYSTEMS 

205 

3303 

55 

2763 

34 

151.0 

318 

2180 

49 

1 1.3 

12.5 

TANDY 

254 

2633 

-7 

4648 

9 

263.3 

-13 

3514 

10 

14.4 

15.1 

AMDAHL 

368 

1749 

1 1 

2159 

3 

184.0 

20 

2327 

4 

14.0 

14.0 

TANDEM  COMPUTERS 

386 

161 1 

-46 

1873 

12 

98.1 

-17 

1882 

13 

7.6 

8.1 

CONNER  PERIPHERALS 

397 

1539 

103 

1338 

90 

130.1 

214 

880 

88 

21.3 

21.5 

CRAY  RESEARCH 

514 

1 118 

-12 

804 

3 

1 13.0 

27 

367 

-23 

16.6 

18.6 

STORAGE  TECHNOLOGY 

539 

1030 

103 

1141 

16 

70.6 

94 

1008 

14 

16.0 

14.2 

UNISYS 

549 

101 1 

-59 

101 1 1 

0 

-436.7 

NM 

10289 

-4 

NM 

-26.9 

SEAGATE  TECHNOLOGY 

558 

985 

-14 

2668 

48 

99.7 

-5 

1846 

-1 

12.8 

13.7 

SILICON  GRAPHICS 

616 

840 

60 

482 

41 

39.8 

97 

394 

37 

NA 

16.6 

18 

AST  RESEARCH 

639 

777 

296 

586 

22 

52.5 

360 

364 

30 

24.9 

26.9 

19 

STRATUS  COMPUTER 

681 

697 

61 

404 

18 

37.0 

5 

321 

17 

16.2 

17.4 
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COMPANY 

MARKET 
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SALES 

PROFITS 

ASSETS 
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TOP 
1000 
RANK 

$  Mil 

CHANGE 
FROM 
1990 

% 

12 
MONTHS 
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$  MIL 

CHANGE 
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1989 

% 

12 
MONTHS 
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%  MIL 

CHANGE 
FROM 
1989 

% 

12 
MONTHS 
1990 
%  MIL 

CHANGE 
FROM 
1989 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

in 
L  J 

AHillTim 

689 

690 

1 00 

71  A 

QO 

AA  "7 
OO.  / 

6 1 

A  1  "7 
4  1  / 

on 

tjy 

in  o 

ju.y 

2 1 

rduufinnnc  IIITCnil  A  TIAII 1 1 
lUMMUUUKt  IN  1 CKNA  1 IUNAL 

780 

563 

NA 

996 

1 5 

40.2 

466 

748 

6 

NM 

13.1 

LI 

tAJAUT.  lAQftDATADICC 

WANu  LfloUKA  lUKlti 

802 

543 

—4 1 

2369 

—  1  o 

con  /. 

NM 

1 750 

—28 

N  A 

NM 

IS 

rnuTDni  hata 

803 

542 

—34 

1 69 1 

A  1 

— 4z 

NM 

1 424 

ii 

—£.£ 

N  A 

0.5 

24 

LULL  lUMKUICK 

832 

502 

251 

546 

4 1 

27.2 

432 

223 

42 

26.5 

26.7 

Z5 

UCTUJdDlf  (VCTCMC 

962 

382 

8 

1 64 

1 3 

22.0 

27 

294 

1 2 

9.0 

8.9 

7  z 

zo 

fftUUEV  TAMDIITED 

lUNVtA  lUnPUItK 

973 

372 

2 1 

209 

32 

1 8.4 

6 1 

267 

54 

NA 

12.9 

27 

SEQUENT  COMPUTER  SYSTEMS 

974 

372 

-16 

249 

71 

18.8 

37 

251 

71 

9.8 

9.9 

28 

SYMBOL  TECHNOLOGIES 

975 

371 

77 

232 

4 

7.6 

-60 

315 

7 

3.4 

3.3 

18C  COMPUTER  SOFTWARE  &  SERVICES 

GROUP  COMPOSITE 

45074 

42 

20969 

19 

21 13.7 

18 

21002 

19 

15.6 

20.1 

1 

MICROSOFT 

45 

1 1757 

85 

1478 

55 

355.6 

69 

1366 

48 

32.0 

31.8 

AUTOMATIC  DATA  PROCESSING 

148 

4585 

17 

1736 

3 

219.7 

12 

1604 

-7 

19.2 

21.5 

3 

ELECTRONIC  DATA  SYSTEMS 

NR 

4184 

44 

6022 

12 

496.9 

14 

4565 

17 

20.7 

22.8 

4 

NOVELL 

185 

3644 

153 

526 

23 

109.7 

108 

539 

43 

NA 

25.0 

COMPUTER  ASSOCIATES  INTERNATIONAL 

366 

1755 

-37 

1311 

2 

162.0 

22 

1596 

16 

14.6 

14.9 

6 

AUTODESK 

444 

1340 

15 

238 

33 

56.8 

22 

265 

37 

NA 

27  7 

7 

ORACLE  SYSTEMS 

486 

1 186 

-66 

1059 

38 

57.4 

-41 

855 

50 

9.9 

15.3 

INTERGRAPH 

488 

1 185 

5 

1045 

21 

62.6 

-21 

870 

6 

9.5 

9.4 

9 

ADOBE  SYSTEMS 

509 

1 127 

26 

169 

39 

40.1 

19 

146 

55 

37.1 

37.2 

10 

LOTUS  DEVELOPMENT 

510 

1 126 

-24 

685 

23 

23.3 

-66 

695 

29 

NA 

6.7 

11 

COMDISCO 

527 

1061 

-5 

2007 

14 

83.0 

-25 

4868 

13 

6.9 

13.7 

12 

CABLETRON  SYSTEMS 

531 

1043 

194 

156 

67 

31.0 

51 

1 1  1 

46 

33.0 

33.0 

COMPUTER  SCIENCES 

545 

1019 

37 

1679 

16 

68.0 

16 

952 

10 

12.3 

13.4 

CADENCE  DESIGN  SYSTEMS 

548 

1012 

65 

231 

45 

38.0 

45 

234 

37 

NA 

26.0 

BMC  SOFTWARE 

552 

1009 

163 

125 

53 

27.8 

55 

103 

63 

48.4 

37.2 

SYNOPTICS  COMMUNICATIONS 

583 

913 

176 

176 

128 

28.2 

199 

128 

50 

27.5 

28.1 

LEGENT 

608 

860 

32 

181 

26 

34.7 

37 

196 

18 

21.2 

21.2 

CISCO  SYSTEMS 

648 

765 

423 

116 

142 

26.8 

228 

113 

404 

30.2 

30.2 

BORLAND  INTERNATIONAL 

673 

716 

262 

191 

83 

22.6 

133 

124 

59 

27.5 

30.2 

20 

ALDUS 

675 

708 

190 

135 

37 

23.8 

39 

133 

52 

22.4 

22.5 

21 

MENTOR  GRAPHICS 

684 

696 

4 

435 

2 

23.6 

-48 

505 

49 

NA 

7.2 

22 

STRUCTURAL  DYNAMICS  RESEARCH 

853 

472 

102 

119 

27 

13.3 

36 

107 

24 

20.5 

21.4 

23 

EXABYTE 

875 

456 

42 

170 

92 

27.6 

123 

101 

62 

36.6 

36.7 

24 

TOTAL  SYSTEM  SERVICES 

901 

435 

-18 

84 

27 

12.7 

12 

91 

60 

16.0 

21.4 

25 

KNOWLEDGEWARE 

903 

434 

104 

92 

86 

11.7 

36 

87 

52 

20.0 

20.0 

26 

SYMANTEC 

917 

420 

256 

95 

47 

6.7 

-15 

53 

28 

20.5 

21.0 

27 

SOFTWARE  PUBLISHING 

940 

395 

58 

154 

39 

20.6 

10 

123 

39 

21.4 

21.4 

28 

MIPS  COMPUTER  SYSTEMS 

949 

390 

-20 

152 

50 

7.1 

2 

193 

16 

4.7 

4.7 

29 

SHARED  MEDICAL  SYSTEMS 

961 

383 

29 

403 

3 

22.7 

25 

278 

1 

13.4 

13.3 

19  PAPER  &  FOREST  PRODUCTS 

INDUSTRY  COMPOSITE 

45218 

5 

79035 

6 

3415.8 

-34 

94206 

14 

7.8 

9.7 

19A  FOREST  PRODUCTS 

GROUP  COMPOSITE 

1  2250 

-9 

29573 

4 

1054.6 

36 

3731  5 

19 

7.S 

10.0 

WEYERHAEUSER 

141 

4972 

-9 

9024 

-1 1 

393.7 

15 

1  640  1 

-1 

8.5 

9.8 

GEORGIA-PACIFIC 

176 

3815 

-5 

12665 

25 

365.0 

-45 

12060 

71 

7.7 

12.4 

WILLAMETTE  INDUSTRIES 

459 

1290 

-6 

1905 

1 

129.6 

-32 

1965 

23 

10.2 

13.1 

LOUISIANA-PACIFIC 

497 

1 148 

-33 

1793 

-11 

91.1 

-53 

2104 

4 

6.4 

7.7 

BOISE  CASCADE 

542 

1025 

-36 

4186 

-4 

75.3 

-72 

4785 

16 

4.6 

4.8 

19B  PAPER 

GROUP  COMPOSITE 

32968 

11 

49461 

7 

2361.1 

-32 

56892 

11 

7.9 

9.5 

i 

KIMBERLY-CLARK 

87 

6973 

33 

6407 

12 

432.1 

2 

5284 

7 

16.8 

19.1 

2 

INTERNATIONAL  PAPER 

90 

6803 

20 

12973 

14 

569.0 

-34 

13669 

18 

8.9 

10.2 

3 

SCOTT  PAPER 

206 

3295 

-1 

5356 

6 

148.0 

-61 

6452 

17 

7.6 

6.6 

4 

UNION  CAMP 

230 

2840 

15 

2840 

3 

229.6 

-23 

4400 

29 

9.4 

12.4 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

$  MIL 

CHANGE 
FROM 
1990 

% 

12 

MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

12 
MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

12 

MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

c 
J 

CHAMPION  INTERNATIONAL 

267 

2487 

-8 

5090 

_  ^ 

z  z  c .  O 

AO 

Q9  ^  1 

1  1 

A  ~7 

*;  9 
J.  J 

6 

JAMES  RIVER  CORP.  OF  VIRGINIA 

296 

2195 

12 

5416 

NA 

78.2 

NA 

5741 

-2 

3.5 

2.4 

7 

WESTVACO 

347 

1875 

3 

2399 

4 

158.4 

-28 

3309 

10 

7.4 

9.8 

8 

CONSOLIDATED  PAPERS 

363 

1778 

-1 

949 

0 

142.5 

-15 

1  192 

10 

15.5 

15.5 

9 

MEAD 

369 

1741 

-15 

4772 

3 

106.4 

-51 

3889 

5 

6.3 

6.9 

10 

P.  H.  GLATFELIER 

491 

1  172 

18 

625 

4 

88.3 

-5 

599 

9 

21.0 

21.0 

11 

POTLATCH 

564 

960 

-19 

1253 

2 

98.6 

-28 

1708 

1 

9.2 

11.0 

12 

BOWATER 

610 

851 

-12 

1380 

-5 

87.4 

40 

2298 

1 

6.9 

8.9 

20 

PUBLISHING  &  BROADCASTING 

INDUSTRY  COMPOSITE 

87506 

-1 

63067 

14 

2749.7 

-40 

104483 

12 

9.2 

6.5 

20A  BROADCASTING 

CROUP  COMPOSITE 

35705 

4 

19574 

15 

5  3  2.0 

-73 

44759 

10 

6.6 

5.1 

i 

CAPITAL  CITIES/ABC 

73 

8092 

-10 

5386 

9 

477.8 

-2 

6315 

2 

1 1.6 

14.6 

2 

TELE-COMMUNICATIONS 

115 

5607 

12 

351  1 

24 

-213.1 

NM 

12277 

8 

NM 

-27.9 

3 

AMERICAN  TV  &  COMMUNICATIONS 

146 

4635 

27 

1 106 

14 

120.4 

27 

2091 

16 

12.5 

24.4 

4 

LIN  BROADCASTING 

202 

3340 

-24 

378 

51 

-170.5 

NM 

2693 

299 

NM 

NM 

5 

VIACOM 

258 

2602 

-8 

1600 

1 1 

-89.8 

NM 

4015 

6 

NA 

-19.8 

6 

CBS 

276 

2406 

-43 

3261 

10 

91.5 

-69 

4692 

1 

5.2 

3.1 

7 

TURNER  BROADCASTING  SYSTEM 

308 

2116 

-8 

1391 

31 

-15.6 

NM 

2082 

4 

-17.2 

NM 

8 

COMCAST 

378 

1694 

3 

642 

22 

-183.4 

NM 

2456 

-2 

NA 

NM 

9 

BHC  COMMUNICATIONS 

398 

1539 

7 

278 

13 

481.2 

-41 

1873 

22 

32.7 

32.2 

10 

MULTIMEDIA 

61  1 

851 

-7 

481 

4 

48.7 

26 

536 

33 

42.0 

NM 

11 

CHRIS-CRAFT  INDUSTRIES 

637 

783 

-2 

298 

1 1 

291.7 

-38 

1981 

-2 

31.2 

30.6 

12 

CENTURY  COMMUNICATIONS 

731 

621 

7 

256 

22 

-64.6 

NM 

1227 

12 

NM 

NM 

13 

CABLEVISION  SYSTEMS 

752 

593 

4 

549 

12 

-277.0 

NM 

1642 

-7 

NM 

NM 

14 

SCRIPPS  HOWARD  BROADCASTING 

863 

465 

-25 

326 

8 

30.0 

43 

554 

-4 

1  1.0 

17.2 

15 

TCA  CABLE  TV 

985 

363 

25 

1  14 

44 

4.8 

-56 

325 

-1 

6.2 

7.3 

20B  PUBLISHING 

GROUP  COMPOSITE 

51800 

1 

4  349  3 

14 

2  21 7  7 

-16 

59725 

13 

12.7 

7.1 

DUN  &  BRADSTREET 

71 

8217 

-5 

4818 

11 

508.2 

-13 

4754 

-1 1 

24.1 

24.4 

GANNETT 

96 

6419 

-3 

3442 

-2 

377.0 

-5 

3826 

1 

14.5 

18.6 

TIME  WARNER 

99 

6265 

14 

11517 

51 

-227.0 

NM 

24666 

37 

NA 

-12.5 

READER'S  DIGEST  ASSOCIATION 

167 

4030 

42 

2194 

16 

185.2 

1  1 

1707 

19 

24.8 

26.4 

TIMES  MIRROR 

175 

3822 

-22 

3633 

3 

180.5 

-39 

4193 

6 

7.8 

9.5 

McGRAW-HIlL 

224 

2868 

1 1 

1939 

8 

172.5 

333 

2534 

15 

14.1 

NA 

WASHINGTON  POST 

226 

2866 

-13 

1439 

0 

174.6 

-12 

1458 

-5 

18.5 

20.1 

TRIBUNE 

235 

2791 

-24 

2496 

4 

195.5 

-18 

3001 

-1 

NA 

28.6 

DOW  JONES 

250 

2648 

-6 

1720 

2 

106.9 

-66 

2591 

-4 

6.7 

7.5 

KNIGHT-RIDDER 

266 

2492 

-14 

2305 

2 

149.0 

-17 

2208 

4 

1 1.8 

17.2 

NEW  YORK  TIMES 

367 

1752 

-8 

1777 

0 

64.8 

-5 

2174 

0 

5.3 

NA 

E.  W.  SCRIPPS 

406 

1492 

-8 

1297 

2 

48.0 

-46 

1533 

-1 

7.6 

7.3 

COMMERCE  CLEARING  HOUSE 

578 

927 

6 

716 

6 

40.7 

18 

617 

4 

16.2 

17.4 

TOPPS 

641 

776 

57 

290 

25 

50.9 

48 

118 

9 

133.3 

NM 

AFFILIATED  PUBLICATIONS 

677 

701 

-6 

536 

-2 

24.2 

-45 

498 

6 

NA 

1  1.4 

LEE  ENTERPRISES 

710 

663 

-1 

309 

14 

43.8 

1 

463 

36 

14.8 

24.8 

A.  H.  BELO 

764 

573 

-18 

439 

5 

29.6 

26 

694 

-1 

NA 

13.2 

18 

McCLATCHY  NEWSPAPERS 

776 

565 

-19 

421 

1  1 

26.4 

-22 

468 

6 

8.0 

8.6 
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19 

MEDIA  GENERAL 

794 

550 

-24 

614 

3 

25.5 

23 

776 

-1 

7.3 

9.3 

20 

CENTRAL  NEWSPAPERS 

819 

517 

-17 

432 

-1 

28.3 

-26 

384 

8 

10.2 

10.5 

21 

MEREDITH 

870 

460 

-21 

739 

10 

-4.8 

NM 

673 

-3 

NM 

-1.4 

LL 

HOUGHTON  MIFFLIN 

925 

406 

—  10 

422 

4 

18.0 

—22 

389 

1  7 

7.7 

8.2 

21 

SERVICE  INDUSTRIES 

INDUSTRY  COMPOSITE 

68433 

18 

53333 

16 

2916.9 

14 

45851 

23 

12.2 

16.2 

21A  CONSTRUCTION  &  ENGINEERING 

GROUP  COMPOSITE 

9655 

18 

18008 

11 

253.4 

12 

10253 

13 

7.7 

7.7 

FLUOR 

161 

4100 

26 

7328 

9 

136.5 

19 

2476 

15 

15.8 

15.8 

McDERMOTT  INTERNATIONAL 

494 

1  159 

19 

2993 

13 

-83.7 

NM 

3531 

10 

NM 

-13.4 

FOSTER  WHEELER 

499 

1  147 

36 

1661 

34 

38.3 

14 

1390 

21 

NA 

7.6 

EG&G 

502 

1  141 

1 

2474 

50 

74.0 

6 

675 

5 

23.0 

21.4 

MORRISON  KNUDSEN 

697 

678 

13 

1653 

-24 

34.5 

7 

939 

30 

8.6 

13.0 

STONE  S  WEBSTER 

813 

527 

-7 

262 

-9 

7.5 

-64 

558 

-3 

2.5 

2.0 

2URN  INDUSTRIES 

843 

485 

-1 

703 

21 

30.6 

12 

416 

8 

13.4 

13.4 

8 

JACOBS  ENGINEERING  GROUP 

920 

417 

92 

933 

1  1 

15.7 

37 

267 

31 

18.0 

18.0 

21B  INDUSTRIAL  DISTRIBUTION 

GROUP  COMPOSITE 

8874 

10 

8462 

9 

498.8 

3 

4384 

9 

15.1 

16.1 

i 

GENUINE  PARTS 

217 

3087 

1 

3319 

5 

206.6 

4 

1353 

7 

19.4 

20.5 

2 

W.  W.  GRAINGER 

307 

2124 

6 

1935 

12 

126.8 

6 

1 160 

9 

15.4 

15.5 

3 

PREMIER  INDUSTRIAL 

360 

1803 

24 

639 

4 

76.6 

6 

336 

15 

27.7 

28.2 

4 

AVNET 

534 

1040 

-13 

1756 

-3 

56.6 

-11 

1 175 

4 

6.6 

7.2 

5 

OFFICE  DEPOT 

919 

417 

63 

626 

99 

9.7 

63 

221 

33 

9.0 

8.9 

6 

LAWSON  PRODUCTS 

929 

403 

15 

186 

5 

22.6 

3 

138 

15 

21.4 

21.4 

21C  POLLUTION  CONTROL 

GROUP  COMPOSITE 

35313 

19 

1  257  1 

28 

1  297.0 

20 

1  7  7  29 

47 

12.1 

19.3 

i 

WASTE  MANAGEMENT 

22 

20769 

32 

6034 

35 

709.3 

26 

9970 

70 

1 1.5 

20.3 

2 

CHEMICAL  WASTE  MANAGEMENT 

136 

5019 

18 

1  147 

29 

175.6 

22 

1606 

45 

15.8 

19.1 

3 

BROWNING-FERRIS  INDUSTRIES 

158 

4166 

-17 

3072 

17 

247.8 

-13 

3563 

14 

12.3 

20.6 

4 

CHAMBERS  DEVELOPMENT 

445 

1339 

40 

258 

42 

34.4 

27 

779 

51 

8.5 

14.0 

5 

CALGON  CARBON 

525 

1068 

13 

285 

12 

39.6 

12 

253 

19 

20.9 

21.0 

6 

ROLLINS  ENVIRONMENTAL  SERVICES 

679 

699 

-9 

206 

20 

27.8 

NM 

236 

7 

16.7 

17.0 

7 

AIR  &  WATER  TECHNOLOGIES 

761 

577 

71 

649 

13 

6.0 

NM 

600 

26 

5.1 

3.0 

8 

HORSEHEAD  RESOURCE  DEVELOPMENT 

783 

562 

NA 

55 

20 

19.8 

31 

97 

NA 

24.7 

24.0 

9 

BRAND 

924 

407 

34 

384 

34 

1 1.2 

4 

196 

36 

12.9 

1 1.4 

10 

AMERICAN  WASTE  SERVICES 

999 

354 

NA 

95 

153 

9.2 

74 

74 

NA 

23.5 

50.9 

11 

INTERNATIONAL  TECHNOLOGY 

1000 

353 

58 

387 

37 

16.4 

41 

353 

17 

10.7 

16.9 

21D  PRINTING  &  ADVERTISING 

GROUP  COMPOSITE 

6400 

18 

6622 

12 

387.3 

6 

7241 

26 

12.3 

16.0 

i 

R.  R.  DONNELLEY  S  SONS 

178 

3767 

8 

3498 

12 

225.8 

2 

3343 

33 

10.3 

14.6 

2 

INTERPUBLIC  GROUP 

403 

1520 

31 

1368 

9 

80.1 

13 

1891 

29 

20.4 

20.2 

3 

OMNICOM  GROUP 

666 

727 

20 

1  178 

17 

52.0 

1 1 

1610 

14 

13.2 

18.6 

4 

BANTA 

958 

386 

43 

578 

12 

29.4 

14 

398 

4 

NA 

14.6 

21E  OTHER  SERVICES 

GROUP  COMPOSITE 

8192 

21 

7670 

21 

480.5 

18 

6244 

0 

15.6 

19.6 

i 

SAFETY-KLEEN 

311 

2092 

96 

589 

23 

55.2 

20 

719 

34 

12.7 

18.3 

2 

KELLY  SERVICES 

484 

1 196 

14 

1471 

7 

71.2 

1 

444 

13 

21.9 

21.9 

3 

SERVICE  CORP.  INTERNATIONAL 

501 

1 143 

49 

563 

9 

63.5 

19 

1477 

-32 

9.5 

14.4 

4 

CINTAS 

599 

874 

41 

305 

16 

29.1 

19 

288 

23 

13.4 

16.9 

4 

JWP 

622 

821 

22 

2827 

40 

59.3 

27 

1484 

19 

NA 

16.3 

6 

SOTHEBY'S  HOLDINGS 

651 

761 

-41 

495 

32 

128.5 

54 

652 

21 

49.2 

48.7 

7 

ROLLINS 

784 

562 

40 

436 

8 

27.4 

17 

178 

11 

31.7 

31.7 

8 

HANDLEMAN 

951 

389 

-36 

722 

2 

23.5 

-48 

505 

1 

9.8 

10.2 

9 

BERLITZ  INTERNATIONAL 

997 

355 

17 

261 

21 

22.6 

65 

497 

9 

6.6 

5.1 

177  THE  1991  BUSINESS  WEEK  1000 


COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

$  MIL 

CHANGE 
FROM 
1990 

% 

12 

MONTHS 
1990 
$  MIL. 

CHANGE 
FROM 
1989 

% 

12 
MONTHS 
1990 
$  Mil. 

CHANGE 
FROM 
1989 

% 

12 
MONTHS 
1990 
$  MIL 

CHANGE 
FROM 
1989 

% 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

22 

TELECOMMUNICATIONS 

INDUSTRY  COMPOSITE 

228351 

-6 

165729 

6 

14480.0 

3 

311281 

10 

10.8 

14.2 

Ilk  EQUIPMENT  &  SERVICES 

GROUP  COMPOSITE 

65671 

-18 

57952 

8 

3734.0 

6 

80158 

27 

10.6 

15.9 

i 

AMERICAN  TELEPHONE  S  TELEGRAPH 

8 

36041 

-20 

37285 

3 

2735.0 

1 

43775 

16 

13.9 

19.4 

2 

MCI  COMMUNICATIONS 

86 

6989 

-22 

7680 

19 

299.0 

-50 

7979 

29 

7.9 

12.3 

3 

UNITED  TELECOMMUNICATIONS 

116 

5534 

-30 

8345 

1 1 

308.7 

-15 

10673 

9 

8.9 

13.6 

4 

McCAW  CELLULAR  COMMUNICATIONS 

156 

4301 

-32 

1037 

106 

371.4 

NM 

8714 

187 

9.1 

18.2 

5 

CONTEL  CELLULAR 

291 

2225 

4 

167 

155 

-102.8 

NM 

1665 

704 

NM 

NM 

6 

US  WEST  NEWVECTOR  GROUP 

343 

1908 

9 

274 

45 

-4.5 

NM 

51  1 

42 

NM 

-3.0 

7 

CELLULAR  COMMUNICATIONS 

473 

1227 

-10 

107 

41 

22.9 

NM 

409 

13 

7.3 

8.2 

8 

PACIFIC  TELECOM 

490 

1  182 

20 

638 

19 

95.4 

27 

1725 

51 

1 1.8 

17.4 

9 

TELEPHONE  &  DATA  SYSTEMS 

528 

1057 

-1 

295 

23 

27.2 

146 

940 

22 

5.5 

6.9 

10 

CENTURY  TELEPHONE  ENTERPRISES 

576 

936 

14 

249 

17 

31.1 

40 

706 

2 

9.1 

1  1.4 

11 

METRO  MOBILE  CTS 

585 

911 

-37 

241 

68 

-82.0 

NM 

392 

2 

NM 

NM 

12 

U.  S.  CELLULAR 

763 

575 

-28 

63 

56 

-14.7 

NM 

221 

33 

NM 

-17.5 

13 

ASSOCIATED  COMMUNICATIONS 

791 

553 

-7 

32 

31 

10.5 

NM 

66 

29 

NA 

28.4 

14 

COMMUNICATIONS  SATELLITE 

815 

522 

-21 

457 

1 1 

-16.3 

NM 

1229 

-3 

NM 

-2.6 

15 

VANGUARD  CELLULAR  SYSTEMS 

837 

491 

-21 

64 

38 

-29.3 

NM 

224 

42 

NM 

NM 

16 

LINCOLN  TELECOMMUNICATIONS 

906 

432 

-13 

172 

2 

24.7 

-2 

348 

14 

NA 

14.9 

17 

ADC  TELECOMMUNICATIONS 

908 

429 

47 

271 

25 

23.8 

24 

188 

23 

16.3 

16.9 

18 

SCIENTIFIC-ATLANTA 

989 

360 

-32 

574 

-2 

34  0 

-14 

392 

7 

12.1 

11.8 

22B  TELEPHONE  COMPANIES 

GROUP  COMPOSITE 

1 

62680 

0 

107777 

4 

10746.0 

3 

231124 

5 

10.9 

13.7 

i 

BELLSOUTH 

17 

24878 

-5 

14345 

3 

1631.5 

-4 

30207 

1 

10.5 

12.9 

2 

GTE 

20 

21253 

1 

18374 

5 

1541.0 

9 

33769 

6 

1 1.0 

17.8 

3 

BELL  ATLANTIC 

26 

19021 

6 

12298 

7 

1312.5 

22 

27999 

7 

NA 

14.7 

4 

AMERITECH 

29 

17082 

4 

10663 

4 

1253.8 

1 

21715 

9 

12.4 

16.4 

5 

PACIFIC  TELESIS  GROUP 

31 

16827 

-8 

9716 

1 

1030.0 

-17 

21471 

1 

1 1.3 

14.0 

6 

SOUTHWESTERN  BELL 

34 

16157 

2 

9113 

4 

1  101.4 

1 

22195 

5 

10.8 

12.9 

7 

NYNEX 

37 

15208 

-5 

13592 

3 

949.4 

18 

26651 

3 

NA 

10.3 

8 

US  WEST 

38 

15100 

12 

9957 

3 

1 198.9 

8 

27050 

6 

10.3 

13.0 

9 

CONTEL 

98 

6323 

43 

3423 

10 

187.0 

-33 

7323 

26 

11.3 

1 1.2 

10 

ALLTEL 

216 

3090 

50 

1574 

8 

192.8 

10 

2624 

5 

12.7 

19.0 

11 

CENTEL 

231 

2828 

-1 

1  149 

12 

47.1 

NM 

3543 

8 

5.2 

4.3 

12 

SOUTHERN  NEW  ENGLAND  TELECOMMS. 

293 

2202 

-7 

1619 

-3 

132.1 

-30 

3431 

8 

NA 

1 1.9 

13 

CINCINNATI  BELL 

418 

1447 

-8 

1013 

13 

91.0 

-4 

1627 

18 

1 1.4 

15.5 

14 

ROCHESTER  TELEPHONE 

620 

826 

-3 

600 

4 

49.7 

-8 

1 180 

7 

NA 

1 1.5 

15 

ADVANCED  TELECOMMUNICATIONS 

897 

437 

29 

342 

5 

27.8 

9 

340 

20 

12.5 

19.1 

23  TRANSPORTATION 

INDUSTRY  COMPOSITE 

50383 

-9 

102389 

8 

2304.6 

-44 

127551 

6 

6.0 

5.8 

23A  AIRLINES 

GROUP  COMPOSITE 

12133 

-9 

392  1  0 

9 

-506.5 

NM 

36945 

15 

NM 

-5.6 

i 

.  AMR 

188 

3621 

-12 

1 1720 

12 

-39.6 

NM 

13341 

24 

NM 

-1.0 

2 

DELIA  AIR  LINES 

210 

3210 

-12 

8707 

2 

-154.0 

NM 

7327 

12 

NM 

-8.5 
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THE  VISION  THING 


Special  Advertising  Section 


THE 


S  THE  1990S  TAKE  SHAPE, 
a  chain  of  global  events 
is  unfolding  on  a  scale 
inseen  since  the  end  of 
World  War  II  In 
recent  months  alone, 
the  United  States  has 
been  drawn  into  a 
war  in  the  Persian  Gulf  and  has  suffered  a 
major  economic  contraction  at  home. 
These  events,  and  others,  have  profound 
implications  for  the  U.S.  and  internation- 
al business  community,  and  they  form 
a  backdrop  for  any  discussion  about 
the  future  leadership  of  American 
corporations. 

On  the  economic  front,  there  is  rapid 
flux  and  widespread  uncertainty.  But  for- 
mer U.S.  President  Gerald  Ford  points 
out.  "Our  country's  fundamentals  —  the 
inflation  rate,  unemployment,  the  prime 
—  are  in  great  shape.'' 

This  confident  view  was  presented  to 
an  audience  of  presidents  of  major  North 
American  corporations  at  Business 
Week's  first  annual  Presidents  Forum,  an 
invitational  meeting  that  recently  con- 
vened in  Palm  Springs,  California.  As 
guests  of  Business  Week,  presidents  at 
this  inaugural  Forum  also  enjoyed  a  spe- 
cial opportunity  to  attend  the  famed  Bob 
Hope  Chrysler  Classic  Golf  Tournament. 

For  two  days,  presidents  from  America's  largest  corpora 
nons  discussed  vision,  "the  thing''  that  promises  to  keep 
companies  on  track  in  a  decade  that  most  leaders  agree  will 
be  characterized  by  sudden  shifts  and  constant  change.  "The 
pace,  magnitude  and  complexity  of  change  will  increase 
throughout  the  1990s,"  said  Daniel  Valentino,  president 
and  chief  operating  officer  of  United  Research.  "This  means 
American  companies  will  have  to  adapt  constantly  to  a 
rapidly  changing  business  environment."  In  the  face  of 
unprecedented  external  change,  the  consensus  among  these 
presidents  was  that  a  dynamic  organizational  vision  was 
probably  the  best  offensive  for  the  uncertain  times  ahead. 


VISION:  THE  LEADER'S  BLUEPRINT 

Vision  is  the  art  of  seeing  things  invisible,  of  seeing  beyond 
the  present,  of  seeing  the  possible. 

"But  it  is  more  than  that."  said  William  McGowan, 
chairman  and  CEO  of  MCI  Communications  Corp.  "Vision 
is  the  decisive  element  in  leading  the  organization. 
Moreover,  in  times  of  uncertainty  such  as  these,  people  look 
to  their  leaders  for  vision.  Like  yeast,  it  is  a  leavening  agent, 
and  it  stimulates  the  organization  to  grow  and  change." 


VISION 


THING 


by  Barbara  H.  Peters 


A  James  L.  Peters 


Danitl  Valentino,  President  and  Chief 
Operating  Officer.  United  Research 

Throughout  the  decade.  American  compa- 
nies uill  have  to  adapt  constantly  to  a 
rapidly  changing  business  environment. 


Kevin  Sharer,  MCI's  president  of  busi- 
ness markets,  described  how  McGowan  and 
his  startup  team  created  a  vision  and  the 
will  for  the  future  of  the  business.  In  its 
first  days.  MCI's  vision  of  leadership  in 
global  telecommunications  kept  the  com- 
pany on  course  even  though  people  focused 
most  of  their  attention  on  near-term  tactics. 
"It  is  vision,"  Sharer  said,  "that  positions 
the  company  to  beat  the  competition.  The 
right  vision  frees  people  to  succeed  —  by 
allowing  them  to  take  risks  and  to  be  inno- 
vative entrepreneurs." 

Indeed,  vision  can  be  a  potent  force.  "If 
you  can  get  all  your  people  to  pursue  the 
same  star,  you  will  reap  unimaginable 
gains."  said  Vince  Kontny.  president  and 
CEO  of  Fluor  Daniel.  Inc.  Kontny's  opti- 
mism is  grounded  in  firsthand  experience. 
In  the  mid  1980s,  when  his  company  was 
in  deep  trouble.  Kontny  and  his  team  con- 
ceived a  challenging  new  vision:  "To  make 
our  clients,  both  internal  and  external,  as 
competitive  as  they  could  be."  This  vision 
drove  the  merger  of  two  distinct  divisions 
with  incompatible  cultures.  It  ultimately 
allowed  them  to  work  as  one  entity  to 
achieve  a  common  mission.  Fluor  Daniel  s 
comeback  is  impressive:  For  the  last  three 
vears.  it  has  been  the  industry  leader. 


STRATEGIC  CHANGE:  VISION'S  ALLY 

Narrowing  the  gap  between  the  company's  ideal  and  the 
realities  of  the  present  is  one  of  top  management's  major  chal- 
lenges. Because  that  vision  of  the  ideal  evolves  over  time, 
attaining  the  vision  requires  constant  change  and  innovation. 
"To  close  the  gap  between  the  ideal  and  the  real,  businesses 
must  develop  a  process  to  formulate  strategies  that  continu- 
ously integrate  each  part  of  the  business,  support  the  vision, 
and  enable  the  organization  to  move  quickly."  said  United 
Research  s  Valentino. 

"Organizations  today  have  similar  objectives  —  improv- 
ing quality,  reducing  time,  increasing  flexibility,  and  empow- 
ering their  people."  Valentino  continued.  "These  are  all  key 
goals.  But  to  gain  competitive  advantage,  companies  must  be 
able  to  achieve  these  goals  all  at  the  same  time." 

Valentino  and  others  view  the  business  organization  as 
an  ecosystem,  a  rich  and  complex  environment  with  multiple, 
interdependent  parts.  "Successful  leaders  today  do  not  attack 
isolated  problems  one  bv  one.  Valentino  explained.  "That  is 
because  single  initiative  improvement  programs  just  aren  t 
viable  any  more.  Since  an  organization  is  made  up  ot  many 
interconnected  levels  and  functions,  you  can't  change  one 
process  without  changing  others.  Therefore,  companies  must 
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transform  the  entire  equation,  bringing 
improvement  to  all  the  variables  con- 
currently. This  is  what  we  call  business 
integration." 

An  example  ot  this  holistic  change 
strategy  can  be  seen  at  Union  Carbide.  The 
company  is  implementing  a  multiyear  pro- 
ject in  pursuit  of  its  vision  of  becoming  a 
quality  leader.  "We  undertook  this  journey 
with  a  sense  of  urgency.  Our  competition 
isn't  standing  still,"  said  Gene  Boros,  vice- 
president  and  general  manager  of  the  com- 
pany's Specialty  Chemicals  Div.  Union 
Carbide  is  transforming  itself  by  attacking 
all  the  variables  simultaneously:  work  pro- 
cesses, information  systems,  organizational 
realignment,  and  strategic  management  of 
human  resources. 

Recognizing  that  the  magnitude  of  the 
challenge  would  make  it  difficult  for  the 
organization  to  implement  change  alone, 
division  management  and  their  teams  part- 
nered with  consultants  to  simplify  work 
processes  and  assess  opportunities  fot  the 
elimination  of  unnecessary  work.  "This 
process  identified  the  gap  between  where 
we  were  and  where  we  wanted  to  go.  More 
importantly,  it  increased  our  team's 
ownership  of  the  change  process 
and  created  the  sense  of  urgency  that  was 
needed,"  said  Boros. 
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Scott  McNealy,  President  and  CEO. 
Sun  Microsystems 

With  today's  open  client -server  computing 
workstations  automate  professional  work 
groups  —  //V  new  knowledge  workers. 


HARNESSING  TECHNOLOGY  TO  THE  VISION 

As  business  races  into  the  age  of  the  "knowledge  worker," 
corporate  leaders  recognize  that  state-of-the-art  technology 
is  a  fundamental  source  of  competitive  advantage  —  and 
essential  to  the  attainment  of  corporate  vision.  Still,  according 
to  Scott  McNealy,  president  and  CEO  of  Sun  Microsystems, 
many  managers  are  stuck  in  the  computing-architecture  envi- 
ronment of  the  1970s  and  1980s.  For  them,  the  integration 
of  obsolete  equipment  and  concepts  with  new  technology  can 
be  wrenching. 

McNealy  explained  that  the  technology  business  is  in 
"the  fourth  wave  of  computing."  This  history  began  with  the 
mainframe,  moved  to  the  minicomputer  and  then  advanced 
dramatically  to  the  personal  computer.  Today,  we  are  in  the 
period  of  open  client-server  computing.  "In  the  1980s,  the  PC 
automated  individual  desktops,  typewriters  and  file  cabinets. 
In  the  client-server  computing  of  the  1990s,  Sun  uses  work- 
stations to  automate  professional  work  groups,  the  new 
knowledge  workers." 

Called  "concurrent  computing,"  workstations  promote  a 
communal  workplace  by  enabling  a  group  of  engineers  in 
Michigan,  for  example,  to  design  a  door  or  transmission  that 


fits  a  car  being  assembled  by  another  work 
group  in  Louisiana.  "The  workstation  isn't 
vaporware  or  fanciful  equipment,"  McNealy 
emphasized,  "but  it  takes  vision  to  get  to 
the  new  environment." 

Companies  have  various  options  for 
their  deployment  of  technology.  Some 
choose  to  be  on  the  leading  edge,  some  are 
early  followers,  others  are  on  the  trailing 
edge.  "Those  who  seek  competitive  advan- 
tage, however,  are  leveraging  technology," 
said  Albert  Crawford,  executive  vice-presi- 
dent of  strategic  business  systems  at 
American  Express  Travel  Related  Services. 
His  advice  for  companies  whose  vision  is  to 
lead  was  three-pronged:  Benchmark  against 
your  competitors;  develop  a  technology 
investment  strategy;  and  audit  yout  compa- 
ny against  relevant  emerging  technologies. 

Before  you  can  exploit  technology  for 
competitive  advantage,  it  is  imperative  to 
understand  your  customers  and  their  needs, 
to  understand  your  competition,  and  to 
understand  how  to  measure  your  effective- 
ness. "Yet,  technology  is  only  one  piece  in 
the  manager's  kit  for  creating  advantage," 
said  MCI's  Kevin  Sharer.  "It  is  simply  a  tool 
that  helps  deliver  the  whole  business  objec- 
tive, the  vision." 

Sharer  believes  service  delivery  is  a  basis 
for  advantage  and  advises  that  an  informa 
tion  network  is  the  way  to  achieve  that  advantage.  "The  cor- 
nerstone of  service  delivery,"  he  stated,  "is  a  network  that 
involves  data,  customer-service  information  exchange,  physical 
activity,  delivery  systems,  inquiry  devices  and  access  points." 
Increasingly,  the  networks  are  electronic.  "The  age  of  the 
physical  network  is  ending.  Today,  any  network  is  only  as 
good  as  the  information  network  that  links  the  physical  net- 
work to  itself  and  to  its  customer  base,"  said  Sharer. 

Technology  deployment  must  be  at  the  core  of  service 
delivery.  "Superior  service  is  the  marriage  of  market,  competi- 
tive insight,  operational  excellence,  technical  deployment, 
committed  people,  and  frequent,  relevant  measurement," 
Sharer  concluded.  "If  you  can't  wed  these  factors  to  deliver 
the  results  you  and  your  stakeholders  seek,  you  will  design 
yesterday's  product." 

HUMAN  CAPITAL:  THE  VITAL  ASSET 

To  secure  a  company's  vision,  all  people  —  from  top  to  bot- 
tom —  must  participate  fully.  Phillip  Farmer,  president  of 
electronic  systems  for  the  Harris  Corp.,  spoke  for  many  when 
he  said,  "No  president  can  realize  the  vision  alone.  To  increase 
the  probability  that  your  vision  will  become  a  reality,  you  need 
people  who  can  generate  ideas  that  spread  your  vision 
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companywide."  Presidents  at  the  Forum  also 
agreed  with  Valentino  who  said,  "Empower- 
ment isn't  the  abdication  of  leadership;  it 
is  the  translation  of  leadership  to  a  col- 
lective effort. 

Leaders  at  Herman  Miller,  the  furni- 
ture manufacturer,  knowf  they  lead  best  by 
empowering  their  people.  Michele  Hunt, 
the  company's  vice-president  for  corporate 
development,  cautioned  that  today's 
employees  have  many  choices:  Amonj; 
others,  they  can  find  work  elsewhere  or 
they  can  give  you  less  than  100  percent. 
Her  company,  which  pioneered  in  partici- 
pative management  in  1950,  remains  com- 
mitted to  an  environment  where  people  can 
tap  their  full  potential. 

"But  people  can't  participate  unless 
they  understand  the  business,  noted  Hunt 
"Business  literacy  at  Herman  Miller  is  high 
because  we  spend  considerable  time  commu- 
nicating the  reality  and  vision  of  the  compa- 
ny." This  philosophy  has  returned  impres- 
sive financial  gains:  In  1974,  net  sales  were 
S4()  million;  they  grew  to  Sl_5  million  in 
19_9.  and  topped  S^90  million  in  1989. 

Tom  Melohn,  former  chairman  of 
North  American  Tool  &  Die,  has  a  some- 
what different  take  on  the  value  of  the  work 
force.  "Employees  are  not  tor  sale,  at  least 
not  tor  money.  Theirs  is  the  currency  of 
dignity,  self-worth,  honesty,  trust,  mutual 
respect  and  teamwork.   Believing  that  good  people  want 
to  do  a  good  )ob.  Melohn  built  a  structure  to  support  this 
concept.  "We  have  no  organization  chart,  no  policy  manual, 
no  pay  rates,  no  ]ob  specifications.  We  broke  those  old  con- 
straints wide  open.   This  vision  has  bred  enviable  growth: 
Sales  are  up  289?  each  year,  earnings  are  up  2,400%  and  the 
customer-reject  rate  is  one-tenth  of  19?. 

A  rich  but  unmined  lode  of  motivated  employees  is  the 
disabled.  Alan  Reich,  former  L'.S.  Deputy  Assistant  Secretary 
ot  State,  now  president  of  the  National  Organization  on 
Disability,  noted  that  two-thirds  of  Americans  with  disabili- 
ties are  unemployed  today  despite  studies  that  show  this  group 
has  high  productivity,  good  attendance  and  safety  records,  and 
low  turnover.  Advocating  a  bold  strategy  that  brings  disabled 
people  into  the  mainstream.  Reich  told  the  assembled  presi- 
dents, "People  with  disabilities  present  myriad  opportunities 
to  companies  that  recognize  their  value.  Remember,  this  isn't 
altruism.  It  is  sound  business  practice." 

ALIGNING  EXTERNAL  RELATIONSHIPS 

External  relationships  have  to  conform  to  the  corporate  vision 
as  well.  Looking  at  legal  affairs,  for  example,  Ernest  Getto, 
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Kevin  Sharer,  President  ot  Business 
Markets.  MCI  Communications  Corp. 
Technology  is  a  key  pieee  in  the  manager's 
kit  for  creating  adiantage.  It  helps  deliver 
the  whole  business  objective,  the  vision. 


partner  at  Latham  &  Watkins,  underlined 
the  point  that  presidents  and  their  general 
counsels  need  to  be  very  clear  about  the 
strategic  relevance  of  impending  litigation. 
They  must  know  how  the  case  fits  into 
the  company's  overall  vision.  These  are  the 
defining  issues:  Just  how  important  is  the 
litigation  to  the  business'  What  is  a  victo- 
ry.-' Should  alternative  dispute  resolution  be 
considered ?  Is  a  less-than-total  victory  a 
possible  win?"  Once  these  questions  are 
addressed,  Getto  urges  companies  to  shape 
a  strategy  around  the  answers. 

Similar  challenges  exist  in  aligning 
external  financial  relationships.  According 
to  Louis  Margolis,  executive  vice-president 
of  Nomura  Securities  International,  the 
key  trends  in  today's  investment  communi- 
ty reflect  most  companies'  efforts  to  better 
define  and  adhere  to  their  visions.  For 
instance,  "The  M&A  market  today  is  increas- 
ingly driven  by  corporate  strategies  of 
acquisitions  for  business  reasons,  not  for 
financial  engineering  aims — as  in  the 
1980s."  In  addition,  Margolis  sees  a 
growing  corporate  emphasis  on  developing 
relationship  banking  rather  than  a  short- 
term  focus  on  transaction  banking. 


VISION  AND  THE  NEW  REALITIES 

After  two  days  ot  discussion,  participants  at 
the  1991  Business  Week  Presidents  Forum  concurred  that 
the  essential  job  for  business  leaders  today  is  to  fashion  a  com- 
pelling vision,  one  that  spurs  the  company  to  achieve  more  than 
it  would  otherwise  achieve.  And  they  agreed  with  Fluor's 
Vince  Kontnv  that  a  vision  must  underscore  the  value  of  all 
players  and  be  articulated  in  digestible  doses. 

Dr.  Warren  Bennis,  Distinguished  Professor  of  Business 
Administration  at  the  University  of  Southern  California,  called 
tor  the  presidents'  personal  commitment  to  a  vision  based  on 
their  companies'  true  priorities,  goals  and  values.  Reviewing 
the  Forum's  proceedings.  Dr.  Bennis  observed  that  the  success 
stories  presented  revealed  a  substantive  change  in  the  corpo- 
rate paradigm.  "Business  is  retreating  from  the  old  mindset  of 
'  ntrol-order-predict  These  words  describe  bureaucratic  orga- 
nizations. This  model  worked  in  a  stable  society  with  accepted 
rules,  but  not  in  today's  fast-changing,  interconnected  global 
market.  The  model  tor  the  new  realities  is  acknowledge- 
create-empower." 

And  surely  these  values  will  be  at  the  heart  of  successful 
corporate  vision  in  the  1990s  and  beyond.  WW 

Barbara  H.  Peters  and  James  L.  Peters  are  corporate  communica- 
tion specialists  based  in  New  York. 
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UAl 

213 

3161 

2 

1 1037 

13 

94.5 

-71 

8337 

14 

6.7 

5.3 

4 

SOUTHWEST  AIRLINES 

512 

1 122 

58 

1 187 

17 

47.1 

-34 

1471 

4 

7.1 

7.7 

5 

USAIR  GROUP 

544 

1019 

-25 

6559 

5 

-454.4 

NM 

6469 

7 

NM 

-29.4 

23B  RAILROADS 

CROUP  COMPOSITE 

24910 

10 

31375 

4 

2028.4 

4 

59195 

2 

9.1 

10.8 

UNION  PACIFIC 

81 

7533 

6 

6964 

9 

618.0 

4 

13078 

5 

1 1.0 

14.9 

NORFOLK  SOUTHERN 

88 

6923 

9 

4620 

2 

556.1 

-8 

10523 

3 

9.9 

1  1.2 

CSX 

191 

3581 

6 

8205 

6 

365.0 

-15 

12494 

2 

9.3 

10.4 

BURLINGTON  NORTHERN 

287 

2276 

-15 

4674 

1 

222.0 

-9 

6075 

-1 

1 1.0 

18.2 

CONSOLIDATED  RAIL 

335 

1930 

-13 

3372 

-1 

247.0 

67 

7245 

-3 

7.4 

9.1 

SANTA  FE  PACIFIC 

439 

1361 

-57 

2297 

-2 

-101.2 

NM 

6971 

4 

NM 

-8.5 

KANSAS  CITY  SOUTHERN  INDUSTRIES 

864 

465 

18 

528 

6 

41.4 

12 

987 

3 

9.5 

1 1.4 

8 

FLORIDA  EAST  COAST  INDUSTRIES 

882 

449 

-19 

170 

4 

33.9 

-17 

623 

4 

NA 

7.4 

9 

ILLINOIS  CENTRAL 

944 

392 

NA 

544 

NA 

46.2 

NA 

1 199 

NA 

NA 

34.9 

23C  TRANSPORTATION  SERVICES 

GROUP  COMPOSITE 

7  365 

-10 

18350 

12 

484.8 

11 

21705 

7 

7.8 

9.1 

FEDERAL  EXPRESS 

302 

2157 

-24 

7553 

19 

128.9 

-3 

6164 

20 

5.8 

7.5 

FLIGHTSAFETY  INTERNATIONAL 

377 

1708 

3 

283 

23 

75.7 

15 

621 

18 

17.9 

18.8 

RYDER  SYSTEM 

423 

1399 

-6 

5162 

3 

82.2 

57 

5502 

-7 

NA 

5.3 

GATX 

714 

656 

4 

870 

24 

82.9 

26 

3295 

13 

8.9 

12.7 

TRINITY  INDUSTRIES 

811 

529 

5 

1297 

1 

31.2 

-29 

965 

6 

8.0 

9.1 

PHH 

838 

487 

-14 

2002 

7 

50.4 

-10 

4546 

2 

NA 

13.0 

AIRBORNE  FREIGHT 

909 

428 

14 

1182 

24 

33.6 

76 

614 

30 

10.8 

12.0 

23D  TRUCKING  &  SHIPPING 

GROUP  COMPOSITE 

59  7  5 

-4 

1  3454 

9 

29  7.9 

-29 

9  706 

2 

5.5 

7.1 

ROADWAY  SERVICES 

361 

1785 

16 

297  1 

12 

1  19.1 

25 

1341 

5 

15.3 

15.3 

ALEXANDER  &  BALDWIN 

470 

1234 

-1  1 

723 

17 

1 15.2 

-43 

1371 

20 

NA 

16.9 

YELLOW  FREIGHT  SYSTEM 

601 

871 

15 

2302 

4 

65.3 

251 

1  116 

3 

1  1.9 

13.9 

OVERSEAS  SHIPHOLDING  GROUP 

728 

626 

-33 

400 

29 

55.9 

7 

1498 

-3 

7.2 

8.0 

CONSOLIDATED  FREIGHTWAYS 

760 

578 

-1 1 

4209 

12 

-28.0 

NM 

2412 

1 

NM 

-7.0 

J.  B.  HUNT  TRANSPORT  SERVICES 

845 

482 

-6 

580 

14 

30.0 

-2 

399 

3 

12.3 

15.8 

AMERICAN  PRESIDENT 

935 

398 

-21 

2270 

2 

-59.6 

NM 

1569 

-7 

NM 

-13.4 

24 

UTILITIES  &  POWER 

INDUSTRY  COMPOSITE 

221069 

2 

221396 

4 

1  7543.0 

-10 

555034 

2 

7.8 

9.4 

24A  ELECTRIC,  WATER  &  COGENERATION 

GROUP  COMPOSITE 

192553 

3 

170763 

4 

16246.2 

-8 

485895 

2 

7.8 

9.7 

PACIFIC  GAS  &  ELECTRIC 

51 

10348 

12 

9470 

10 

987.2 

10 

21958 

3 

NA 

12.0 

SOUTHERN 

65 

8483 

2 

7975 

6 

719.0 

-26 

22866 

0 

7.3 

8.9 

COMMONWEALTH  EDISON 

69 

8279 

10 

5262 

-9 

128.3 

-82 

20496 

0 

2.6 

0.7 

:  SCECORP 

72 

8138 

-3 

7199 

4 

830.5 

1 

17477 

6 

10.6 

14.3 

:  TEXAS  UTILITIES 

84 

7116 

13 

4543 

5 

969.1 

9 

18651 

8 

10.5 

12.5 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

112 

5680 

3 

4800 

0 

571.3 

0 

14023 

9 

9.7 

12.6 

:  DUKE  POWER 

122 

5444 

-4 

3681 

1 

538.2 

-6 

10084 

6 

9.5 

12.7 

8 

:  CONSOLIDATED  EDISON  CO.  OF  N.  Y. 

124 

5392 

-1 1 

5739 

3 

571.5 

-6 

10486 

4 

8.9 

1 1.9 

9 

j  PACIFICORP 

126 

5349 

-1 

3783 

5 

473.9 

2 

12374 

4 

8.5 

14.4 

1X5 
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AMERICAN  ELECTRIC  POWER 

128 

5282 

-1 1 

5168 

1 

549.0 

-21 

13758 

-4 

9.2 

1 1.9 

1 1  : 

FPL  CROUP 

145 

4671 

6 

6289 

2 

-347.4 

NM 

12949 

5 

NM 

-12.4 

1 2  : 

DOMINION  RESOURCES 

147 

4618 

2 

3560 

-4 

503.9 

7 

10991 

0 

9.1 

12.4 

13  : 

HOUSTON  INDUSTRIES 

151 

4502 

6 

4179 

10 

339.5 

-18 

1 1877 

2 

7.6 

9.1 

14  : 

ENTEROY 

152 

4489 

6 

3982 

7 

541.4 

NM 

14817 

-3 

8.7 

1  1.5 

15  : 

DETROIT  EDISON 

160 

4114 

1 1 

3307 

3 

514.5 

21 

10573 

6 

10.7 

18.5 

16  : 

PHILADELPHIA  ELECTRIC 

162 

4095 

7 

3705 

9 

105.8 

-82 

12566 

-1 

4.1 

0.4 

1 7 

CENTRAL  &  SOUTH  WEST 

170 

3940 

1 1 

2744 

8 

386.0 

15 

9073 

9 

10.4 

13.0 

18 

CAROLINA  POWER  &  LIGHT 

181 

3717 

-4 

2617 

2 

280.4 

-25 

7519 

0 

9.8 

11.1 

19 

PENNSYLVANIA  POWER  &  LIGHT 

208 

3253 

3 

2389 

1 

343.9 

-3 

7735 

2 

9.3 

13.5 

20 

UNION  ELECTRIC 

220 

2949 

7 

2023 

1 

294.2 

3 

5702 

-1 

9.6 

13.6 

21 

OHIO  EDISON 

242 

2708 

-10 

2226 

3 

291.7 

-22 

7842 

2 

8.1 

10.0 

22 

CENTERIOR  ENERGY 

259 

2595 

-4 

2368 

3 

326.3 

-2 

1  1919 

2 

8.5 

9.4 

23 

CMS  ENERGY 

260 

2585 

-5 

2977 

1 

-430.2 

NM 

8588 

4 

-3.9 

-21.6 

24 

GENERAL  PUBLIC  UTILITIES 

261 

2562 

3 

2996 

3 

313.7 

0 

6916 

3 

9.5 

12.5 

25 

LONG  ISLAND  LIGHTING 

271 

2449 

14 

2447 

4 

319.6 

NM 

8891 

6 

8.3 

12.0 

26 

SAN  DIEGO  GAS  S  ELECTRIC 

278 

2397 

1 

1772 

6 

207.8 

1  1 

3678 

4 

NA 

15.2 

27 

BALTIMORE  GAS  &  ELECTRIC 

285 

2303 

-6 

2159 

8 

175.4 

-37 

6710 

12 

7  4 

6.5 

28 

NORTHEAST  UTILITIES 

289 

2233 

_3 

2616 

6 

256.0 

6 

6601 

1 

8.0 

1  1.8 

29 

POTOMAC  ELECTRIC  POWER 

294 

2200 

5 

1412 

1 

170.2 

-21 

5240 

13 

7.1 

11.1 

30 

WISCONSIN  ENERGY 

IT  1  J  L  U  li  J  1 11     L  III  n  U  1 

303 

2155 

10 

1 443 

-3 

192.7 

-4 

3361 

1 

10.1 

13.5 

31 

WHFFIARRATOR  TECHNOLOGIES 

309 

2108 

51 

1 152 

1 4 

47.4 

-19 

2281 

4 

4.9 

9.3 

32 

NORTHERN  STATES  POWER 

310 

2095 

_9 

2065 

4 

193.0 

-12 

4730 

2 

8  6 

1  1.4 

33 

FIORIDA  PROGRESS 

T  LvnlUH  rRUWRlJJ 

318 

2042 

6 

201 1 

6 

196.6 

-3 

5046 

9 

9.9 

12.7 

34 

AIIFGHENY  POWER  SYSTEM 

320 

2026 

-4 

2298 

2 

209.9 

-2 

4561 

3 

8.6 

1 1.8 

35 

NIAGARA  MOHAWK  POWER 

334 

1939 

7 

3155 

9 

82.9 

-45 

7770 

3 

4.6 

2.0 

36 

TFfO  FNFRGV 

354 

1 840 

1 2 

1097 

4 

143.0 

4 

2513 

5 

1  1.2 

16.8 

37 

NFW  FNGI  AND  FIFfTRIf  SYSTEM 

380 

1 658 

_2 

1 855 

13 

272.6 

83 

4571 

6 

1 1.9 

19.1 

38 

f  INf  INN  A  T 1  GAS  £  ELECTRIC 

11  llll  11 11  Mil     \J  M  J     Q     till  IRK 

388 

1 602 

4 

1 438 

0 

234.7 

-2 

4156 

10 

10.8 

15.2 

39 

NFW  YORK  STATE  ELECTRIC  &  GAS 

IH  M      1  Unit     JIMIL     LllL  1  Ml     U  wMJ 

390 

1 592 

8 

1497 

5 

158.0 

0 

4736 

1 

8.2 

10.7 

40 

OKIAHOMA  GAS  t  ELECTRIC 

394 

1 562 

4 

1  231 

8 

139.2 

8 

2523 

0 

10.5 

15.5 

4 1 

SCANA 

413 

1 472 

1  1 

1 133 

1 

188.5 

45 

3145 

5 

13.3 

18.1 

42 

IIIINOK  POWFR 

430 

1 380 

o 

1 396 

6 

-78.5 

NM 

5345 

-5 

0.9 

-7.2 

43 

DPL 

434 

1 372 

5 

955 

_1 

163.1 

1 1 

2915 

5 

10.3 

14.3 

44 

DQE 

449 

1 324 

1 5 

1 1 34 

1 

1 35.7 

5 

3919 

0 

7.8 

1 1.4 

452 

1317 

5 

1 52 1 

_2 

1 38.0 

61 

3625 

-1 

9.0 

12.4 

Ah 

flTI/FN^  IITIIITIFt 

458 

1  298 

-27 

363 

1  i 

96.5 

13 

1251 

12 

13.0 

17.9 

4  7 

filllF  WATFt  IHIIITIF^ 

467 

1 243 

_3 

1 69 1 

5 

-44.3 

NM 

6863 

1 

-28.6 

-5.5 

48 

mm  i  ir  (FDVifF  rn  nr  f  ni  no  Ann 

472 

1  ooo 

-  J 

1 734 

o 

1 46  1 

_2 

3230 

1 0.3 

1 3.9 

49 

PUGET  SOUND  POWER  &  LIGHT 

480 

1208 

7 

935 

5 

132.3 

12 

2588 

3 

9.2 

13.1 

50 

SOUTHWESTERN  PUBLIC  SERVICE 

513 

1  120 

-8 

751 

-8 

1115 

-9 

1657 

-1 

11.1 

15.7 

51 

KANSAS  CITY  POWER  &  LIGHT 

516 

1114 

8 

761 

4 

102.7 

-5 

2599 

-1 

8.6 

1 1.2 

52 

MONTANA  POWER 

532 

1043 

0 

450 

0 

95.0 

28 

1985 

2 

8.9 

11.6 

53 

:  PINNACLE  WEST  CAPITAL 

.  550 

1010 

-19 

1597 

6 

101.3 

-35 

7093 

-53 

5.8 

4.7 

54 

:  IPALC0  ENTERPRISES 

:  551 

1009 

6 

611 

3 

101.9 

1 

1817 

-1 

10.1 

13.1 

55 

;  PSI  RESOURCES 

!  568 

953 

7 

998 

-6 

127.1 

-8 

2041 

4 

11.7 

19.1 

56 

:  IDAHO  POWER 

:  579 

922 

-3 

465 

-6 

69.2 

-18 

1680 

3 

9.0 

1 1.0 

57 

|  DELMARVA  POWER  &  LIGHT 

j  593 

892 

-3 

81  1 

3 

37.3 

-59 

2134 

5 

4.4 

4.6 

SS 

:  MINNESOTA  POWER 

607 

862 

17 

477 

3 

74.6 

-16 

1619 

5 

10.2 

13.3 

59 

:  LOSE  ENERGY 

:  614 

843 

T 

699 

2 

82.7 

9 

2001 

5 

8.0 

11.3 
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COMPANY 

MARKET 

VALUE 

SALES 

PROFITS 

ASSETS 

RETURN 

TOP 
1000 
RANK 

$  MIL 

CHANGE  '■ 
FROM 
1990  ; 

% 

12 

MONTHS 
1990 
$  MIL 

CHANGE  '■ 
1989  ; 

12 

fvl UN  IHi 

1990 
$  MIL 

CHANGE  : 
1989 

12 

/viupj  i  n  j 
1990 

CHANGE 
1989 

ON 

iN\/F<.TFn 

IN  V  C  >  1  [U 

CAPITAL 

ON 
COMMON 
EQUITY 

60  : 

PORTLAND  GENERAL 

618 

831 

l  : 

852 

7 

1 13.0 

3292 

2632 

2 

7.8 

1 2.6 

61 

OGDEN  PROJECTS 

626 

816 

-8  : 

369 

10 

36.1 

42 

1 877 

5 

5.7 

1 7.2 

62  ; 

ATLANTIC  ENERGY 

627 

813 

-l 

717 

2 

79.9 

-1 1 

2006 

8 

8.2 

10.3 

63  : 

KANSAS  GAS  &  ELECTRIC 

633 

802 

13 

587 

10 

64.2 

35 

2364 

-1 

8.7 

10.3 

64  : 

KANSAS  POWER  X  LIGHT 

638 

782 

-1 

1 150 

2 

79.6 

9 

2016 

3 

9.7 

1 2.4 

65  ; 

BOSTON  EDISON 

642 

775 

8 

1259 

-1 

79.6 

NM 

3012 

5 

-2.6 

8. 1 

66 

CIPSCO 

643 

773 

1 

601 

-1 

71.4 

0 

1722 

0 

8.4 

1 0.9 

67  : 

KENTUCKY  UTILITIES 

646 

771 

1 

554 

4 

80. 1 

-3 

1 162 

3 

10.2 

13.7 

68 

THERMO  ELECTRON 

664 

732 

22 

705 

1  5 

33.9 

29 

898 

36 

NA 

1  1 .9 

69 

HAWAIIAN  ELECTRIC  INDUSTRIES 

668 

723 

-5 

101 1 

14 

50.7 

-26 

3674 

1 7 

5.8 

8.5 

70 

WASHINGTON  WATER  POWER 

683 

696 

8 

554 

5 

72. 1 

9 

1406 

2 

9.3 

1 2.7 

71 

WPL  HOLDINGS 

691 

687 

13 

619 

2 

63.3 

1 5 

1 252 

4 

10. 1 

1 3.6 

72 

MAGMA  POWER 

701 

676 

-1 1 

86 

36 

30.2 

35 

325 

15 

14.2 

17.5 

73 

NEVADA  POWER 

732 

619 

-5 

481 

16 

25.0 

-51 

1250 

15 

5.4 

5.1 

74 

UTILICORP  UNITED 

736 

614 

32 

894 

16 

58.9 

22 

1845 

26 

10.5 

1  2.6 

75 

ROCHESTER  GAS  &  ELECTRIC 

738 

613 

-6 

83  1 

-2 

59.9 

-16 

1864 

1 

7.5 

9.3 

76 

AMERICAN  V AT ER  WORKS 

767 

570 

10 

571 

8 

57. 1 

18 

2043 

10 

8.7 

1 1 .0 

77 

WISCONSIN  PUBLIC  SERVICE 

774 

566 

15 

589 

1 

49.0 

0 

1009 

-1 

9.6 

12.1 

78 

IOWA-ILLINOIS  GAS  &  ELECTRIC 

790 

554 

-5 

485 

-2 

55.5 

-5 

1388 

7 

8.0 

12.1 

79 

SIERRA  PACIFIC  RESOURCES 

824 

512 

-2 

471 

6 

48.0 

-4 

1317 

1 

8.5 

1 1.6 

80 

CENTRAL  MAINE  POWER 

850 

474 

-5 

766 

9 

48.8 

0 

1418 

1  4 

10.0 

10.6 

81 

UNITED  ILLUMINATING 

867 

464 

6 

594 

5 

54.0 

NM 

2252 

3 

8.4 

13.1 

82 

CENTRAL  LOUISIANA  ELECTRIC 

914 

426 

14 

334 

6 

42.5 

2 

921 

0 

10.0 

12.9 

83 

ORANGE  &  ROCKLAND  UTILITIES 

916 

421 

9 

559 

4 

42.9 

-4 

1017 

7 

9.1 

1  2.0 

84 

IE  INDUSTRIES 

922 

410 

10 

454 

5 

61.2 

77 

1061 

6 

1 1 .9 

18.9 

85 

CILCORP 

923 

409 

-12 

537 

17 

40.8 

-23 

1 155 

2 

8.2 

10.6 

86 

MIDWEST  RESOURCES 

931 

402 

-11 

894 

-4 

66.8 

-30 

1093 

2 

13.1 

22.5 

87 

PUBLIC  SERVICE  CO.  OF  NEW  MEXICO 

953 

386 

-28 

855 

-7 

0.4 

-99 

2314 

-3 

2.5 

-1.3 

88 

SOUTHERN  INDIANA  GAS  &  ELECTRIC 

956 

386 

4 

323 

4 

37.7 

4 

739 

2 

9.8 

14.9 

89 

EASTERN  UTILITIES  ASSOCIATES 

969 

374 

-28 

452 

1  1 

21.2 

-53 

1650 

20 

7.0 

4.3 

90 

CENTRAL  HUDSON  GAS  &  ELECTRIC 

995 

357 

6 

504 

7 

41.0 

5 

1094 

2 

8.4 

10.6 

24B  GAS  &  TRANSMISSION 

GROUP  COMPOSITE 

28516 

-7 

50633 

6 

1296.7 

-31 

69139 

4 

7.3 

6.6 

i 

CONSOLIDATED  NATURAL  GAS 

180 

3726 

1 

2715 

-3 

163.8 

-10 

4586 

10 

9.1 

9.2 

2 

PACIFIC  ENTERPRISES 

221 

2916 

-9 

6923 

2 

-35.0 

NM 

7291 

0 

NM 

-3.6 

3 

ENRON 

238 

2775 

2 

13165 

34 

202.2 

-1  1 

9849 

8 

10.3 

11.1 

4 

COLUMBIA  GAS  SYSTEM 

312 

2090 

-4 

2358 

-26 

104.7 

-28 

5773 

4 

7.9 

6.6 

5 

SONAT 

333 

1945 

-5 

1509 

-15 

1  10.7 

2 

3155 

5 

8.2 

9.7 

6 

ARKLA 

375 

1715 

-18 

2436 

8 

105.9 

NM 

3714 

2 

1  1.6 

17.2 

7 

PANHANDLE  EASTERN 

448 

1328 

-44 

2988 

18 

-233.4 

NM 

6069 

-3 

NM 

-16.7 

8 

WILLIAMS 

456 

1303 

-3 

1822 

6 

77.0 

47 

4034 

3 

7.1 

6.7 

9 

ENSERCH 

462 

1270 

-16 

2815 

4 

81.4 

16 

3178 

8 

NA 

9.7 

10 

NICOR 

498 

1  148 

-3 

1536 

-5 

1  13.5 

-5 

2180 

2 

NA 

17.1 

11 

.  TRANSCO  ENERGY 

536 

1037 

-18 

3081 

3 

50.6 

-59 

4500 

10 

7.3 

2.5 

12 

j  EQUITABLE  RESOURCES 

649 

764 

0 

659 

29 

58.9 

16 

1  176 

3 

10.6 

1 1.7 

13 

:  PEOPLES  ENERGY 

656 

745 

-5 

1090 

-13 

58.1 

-34 

1621 

-1 

8.1 

10.1 

14 

:  QUESTAR 

:  671 

719 

0 

536 

5 

57.5 

13 

1059 

6 

10.2 

12.7 

15 

|  BROOKLYN  UNION  GAS 

j  672 

718 

-1 

956 

-5 

59.2 

-7 

1572 

1 

8.3 

10.3 

16 

:  NATIONAL  FUEL  GAS 

:  676 

706 

-3 

:  863 

-4 

48.8 

-15 

1548 

5 

9.8 

10.1 

17 

:  ATLANTA  GAS  LIGHT 

678 

701 

13 

962 

-2 

48.1 

2 

;  1384 

2 

8.9 

10.5 

18 

;  EASTERN  ENTERPRISES 

■  700 

676 

-3 

I  950 

13 

64.0 

13 

;       1 138 

5 

10.4 

12.3 

19 

:  WASHINGTON  GAS  LIGHT 

:  762 

576 

5 

:  684 

-14 

:  42.5 

-27 

:  1056 

1 

8.4 

9.9 

20 

:  MCN 

:  83i 

503 

7 

1209 

-7 

:  33.8 

-34 

:  1500 

10 

9.3 

12.6 

21 

;  MDU  RESOURCES  GROUP 

946 

392 

1 

■  329 

-3 

j  27.9 

-24 

j  991 

-1 

:  7.2 

9.4 

22 

:  ONEOK 

:  950 

389 

-7 

:  668 

6 

31.1 

-19 

992 

-7 

8.9 

9.2 

23 

:  WASHINGTON  ENERGY 

:  966 

375 

40 

:  377 

1 

:  25.6 

9 

:  771 

17 

:  9.5 

10.1 

185 
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Information  & 
Telecom  m  u  n  kat  i  on  s 

TELECOMMUNICATIONS 
EQUIPMENT 

Electronic  Switching  Systems 
EPABX 

Key  Telephone  Syste 

Telep-o-  5  = 

Optica  F  v  -  Cables 

CeFfufcar  Phones 

RatSe  Pag.ng  Receivers 

OFFICE  AUTOMATION  OA 


Electronic  Cash  Registers 
COM PUTE*  PERIPHERALS 
Cotor  Monitors 
Monochrome  Monitors 

P 'inters 
LSP 

HDD  FDD 


Semiconductors 


CIRCUIT  DESIGN  AND 
PROCESSING  OP 
SOPHISTICATED 
SEMICONDUCTORS  

DRAMs 

SRAMs 

NV  Memory 
(EEPROMs,  Mask  ROMs) 

Speciaity  Memory 
FIFO,  VRAM.  Cache  Memory) 

Micro  Products 

MPRs.  Closet.  RISC.  MICOMs* 
Linear  rCs 

CMOS  Consumer  ICs 
S  tana  arc:  Logic  ICs 
Serofcusrc"-  !Cs  ,ASIC.  ASSP 
Discretes  (TR.  MOSF E T  LD) 


Computers  &  Systems 


Consumer  Electrons 


COMPUTERS 


COLOR  TV 


PC  XT 
P  C  AT 
284  PC 

3S6  SX  DX  PC 

4S6  P  C 

Laptop  PC 

Notebook  PC 

Workstations 

Super  Micro  Computers 

Mini  Computers 

SYSTEMS  

PC  LAN 
PC  Termina  s 
X  —  Termtnais 
Network  Interface  Units 
VAN 

Factory  Automation 
Burkfcrrg  Automation  Systems 
Artificial  lnte«gence 


100'  LCD  Projection 

Digital  TV.  ID  ED  HD  V 

VCR  

Hi-Fi  VCR 

Multi -system  VCR 

Double- Deck  VCR 

Camcorder 
(8mm.  Hi-8.  VHS-Fu^ 

AUDK5 


Hi-Fi  Stereo  Sys 
A  V  Components 
CDP  LDP  DAT 
HOME  APPLIANCES 


Microwave  Ovens 
Washing  Machines 
Refrigerators 
Air  Corehooners 
Vacuum  Cleaners 


Innovation  is  in  our  power 
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n  orve  company. 


Z-Z  •'• 
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SK  SAMSUNG 

Technology  that  v\orks  for  Irfe 


I 


Alphabetical 


List  oi  companies  ( 

wmm 


The  number  to  the  left  of  the  company's  name  identifies  its  rank  in  market  value  among  The  Business  Week  1000.  Thai  list  begins  on  page  100.  The  num- 
bers immediately  to  the  right  identify  the  company's  rank  in  sales,  profits,  and  assets,  respectively,  among  all  Business  Week  1000  companies.  The  mini 
her  in  the  far  right  column  identifies  the  company's  industry  code  for  reference  to  the  special  industries  section  beginning  on  page  15.}. 


MKT- 
RANK  COMPANY 


OTHER  BANKINGS 
SALES    PROFITS  ASSETS 


IN[) 

NO 


MKT. 

RANK  COMPANY 


OTHER  RANKINGS 
SALES    PROFITS  ASSETS 


IND 
NO 


MKT. 

RANK  COMPANY 


OTHER  RANKINGS 
SALES    PROFITS  ASSETS 


A 


109  ALCOA  77      159  143 

1501  Alcoa  Bldg,  Pittsburgh,  PA  15219/412-553-4545 

675  ALDUS  955     818  970 

411  First  Ave  South,  Seattle,  WA  98104/206-622-5500 

530  ALEXANDER  &  ALEXANDER  517      582  405 

1211  Ave  of  Americas.  NY,  NY  10036/212-840-8500 


23  ABBOTT  LABORATORIES    152       35    264  12 

One  Abbott  Park  Rd,  Abbott  Park,  IL  60064/708-937-6100 

481  ACUSON  883     625     918  12 

1220  Charleston  Rd,  Mountain  View,  CA  94043/415-969-9112 

908  ADC  TELECOMMS,  893     817     947  22 

4900  West  78th  St,  Bloomington,  MN  55435/612-835-6800 

509  ADOBE  SYSTEMS  939     673    965    1  8 

1585  Charleston  Rd,  Mountain  View,  CA  94043/415-961-4400 

645  ADVANCED  MICRO  587     954    640  9 

901  Thompson  Place,  Sunnyvale,  CA  94088/408-732-2400 

897  ADVANCED  TELECOMMS.    860     785    878  22 

945  E  Paces  Ferry  Rd,  Atlanta,  GA  30326/404-261-5885 

139  AETNA  LIFE  &  CASUALTY    28       61       12  17 

151  Farmington  Ave.  Hartford.  CT  06156/203-273-0123 

677  AFFILIATED  PUBLS.         771      812     809  20 

135  Morrissey  Blvd.  Boston.  MA  02107/617-929-2000 

328  AHMANSON  (H.  F.)         197     233      28  17 

660  South  Figueroa  St.  Los  Angeles.  CA  90017/213-955-4200 

761  AIR  &  WATER  TECHS.      704     906     774  21 

US  22  W.  8.  Station  Rd,  Branchburg,  NJ  08876/201-685-4600 

177  AIR  PRODUCTS  296      185     334  4 

7201  Hamilton  Blvd.  Allenlown.  PA  18195/215-481-491  1 

909  AIRBORNE  FREIGHT         549     724     768  23 

3101  Western  Ave,  Seattle,  WA  98121/206-285-4600 

963  ALBANY  INTERNATIONAL   760     898     743  15 

1373  Broadway,  Albany,  NY  12204/518-445-2200 

662  ALBERTO-CULVER  655     701     833  6 

2525  Armitage  Ave,  Melrose  Park,  IL  60160/708-450-3000 

121  ALBERTSON'S  107      189    478  10 

250  East  Parkcenter  Blvd.  Boise,  ID  83726/208-385-6200 

454  ALCO  STANDARD  209     422     500  5 

825  Duportel  Rd,  Woyne,  PA  19087/215-296-8000 


470  ALEXANDER  &  BALDWIN  672 

822  Bishop  St,  Honolulu,  HI  96813/81 


357  586 

3-525-661  1 


748  ALLEGHANY  500     508  323 

55  East  52nd  St,  New  York,  NY  10055/212-752-1356 


605  ALLEGHENY  LUDLUM 


580     505  727 


1000  Six  PPG  Place.  Pittsburgh.  PA  15222/412-394-2800 

320  ALLEGHENY  POWER         370     209     303  2 

12  East  49th  St,  New  York,  NY  10017/212-752-2121 

411  AILERGAN  632     448     674  1 

2525  Dupont  Dr.  Irvine,  CA  92713/714-752-4500 

165  ALLIED-SIGNAL  59      97  162 

101  Columbia  Rd,  Morrislown,  NJ  07962/201-455-2000 

216  ALLTEL  471      229     417  2 

100  Executive  Pkwy,  Hudson,  OH  44236/216-650-7000 

315  ALZA  969     809    796  l 

950  Page  Mill  Rd.  Palo  Alio,  CA  94303/415-494-5000 

288  AMAX  234     198    289  1 

200  Park  Ave,  New  York,  NY  10166/212-856-4200 

606  AMAX  GOLD  949     778  963 

350  Indiana  St,  Golden,  CO  80401/303-273-0600 


1  6 


368  AMDAHL 


384     240    443  if 


1250  East  Arques  Ave,  Sunnyvale,  CA  94088/408-746-6000 

166  AMERADA  HESS  128       92     203  11 

1185  Ave  of  Americas.  NY,  NY  10036/212-997-8500 

57  AMERICAN  BRANDS  44       64     1  14  6 

1700  E  Putnam,  Old  Greenwich,  CT  06870/203-698-5000 

130  AMERICAN  CYANAMID      205     371     281  4 

One  Cyanamid  Plaza,  Wayne,  NJ  07470/201-831-2000 

128  AMERICAN  ELECTRIC        187       75     1  15  24 

One  Riverside  Plaza,  Columbus,  OH  43215/614-223-1000 

42  AMERICAN  EXPRESS  20      135        5    1  7 

AmExp  Twr,  World  Finl  Ctr,  NY,  NY  10285/212-640-2000 


358  AMERICAN  FAMILY  325      349     200  17 

1932  Wynnton  Rd,  Columbus.  GA  31999/404-323-3431 

157  AMERICAN  GENERAL        208       71      45  17 

2929  Allen  Pkwy,  Houston.  TX  77019/713-522-1  1  1  1 

495  AMERICAN  GREETINGS      503     458    596  14 

10500  American  Rd,  Cleveland,  OH  44144/216-252-7300 

976  AMERICAN  HEALTH  988      783     800  12 

11150  Santa  Monica,  Los  Angeles,  CA  90025/213-477-9399 

27  AMERICAN  HOME  133       26     257    1  2 

685  Third  Ave,  New  York,  NY  10017/212-878-5000 
25  AMERICAN  INTL.  GROUP     38       1  7      22     1  7 

70  Pine  St,  New  York,  NY  10270/212-770-7000 

598  AMERICAN  NATIONAL       576     369     292  17 

One  Moody  Plaza,  Galveston.  TX  77550/409-763-4661 

475  AMERICAN  PETROFINA      226      330     395  11 

8350  North  Central  Expwy,  Dallas,  TX  75206/214-750-2400 

935  AMERICAN  PRESIDENT      374     957     549  23 

1111  Broadway,  Oakland,  CA  94607/415-272-8000 

247  AMERICAN  STORES  21      244     21  7    1  0 

709  E  South  Temple,  Salt  Lake  City,  UT  84102/801-539-0112 

146  AMERICAN  TV  573     338    467  20 

300  First  Stamford  Place,  Stamford.  CT  06902/203-328-0600 

999  AMER.  WASTE  SERVICES   970     894    995  21 

3530  Belmont  Ave.  Youngslown,  OH  44505/216-759-7476 

767  AMER.  WATER  WORKS     754     564    473  24 

1025  Laurel  Oak  Rd,  Voorhees,  NJ  08043/609-346-8200 

29  AMERITECH  78       25      84  22 

30  South  Wacker  Dr,  Chicago,  IL  60606/312-750-5000 

835  AMERITRUST  531     968     150  3 

900  Euclid  Ave,  Cleveland.  OH  44115/216-737-5000 
806  AMETEK  700     694     769  9 

Station  Square  Two,  Paoli,  PA  19301/215-647-2121 

134  AMGEN  875     910    827  12 

1840  Dehavilland,  Thousand  Oaks,  CA  91320/805-499-5725 

12  AMOCO  17        9      54  n 

200  East  Randolph  Dr.  Chigago.  IL  60601/312-856-6111 

114  AMP  285     167     397  9 

470  Friendship  Rd,  Harrisburg,  PA  17111/717-564-0100 
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AMR  64     951     119  23 

1333  Amen  rjrter  Blvd.  Fort  Worth.  TX  76155/817-963-1234 

iMSOUTH  BANCORP.       622     467     192  3 

1900  Fifth  A"  North.  Birmingham,  AL  35203/205-326-5120 

ANADARK0  PETROLEUM    837      577     547     1 1 

16855  Nonhrhose  Dr.  Houston.  TX  77060/7 1 3-875- 1 101 

ANAI0G  DEVICES  783     926     817  9 

One  Tech'ioloav  Woy.  Norwood.  MA  02062/617-329  4700 

rVNHEUSER  BUSCH  76       41     169  6 

One  Butch  Phce.  St  Louis,  MO  63118/314-577-2000 

AON  330     186     163  17 

123  N.--k  W-vVer  Dr.  Chicago.  IL  60606/312-701  3000 

APACHE  891     669    703  n 

1700  Lincoln  St  Denver.  CO  80203/303-837-5000 

6PPI f  COMPUTER  164       86     380  18 

20525  Moriani  Ave.  Cupertino,  CA  95014/408-996-1010 

APPIIED  MATERIALS        753      792     783     1  5 

3050  Bowers  Ave  Soma  Clara.  CA  95054/408-727-5555 

ARCHER  DANIELS  104       98     254  10 

4666  Fane<  Pkwy  Decatur.  II  62526/217-424-5200 

ARCO  CHEMICAl  304      150     343  4 

3801  W  Chester  Pk,  Newtown  Sq.  PA  19073/215-359-2000 

ARGONAUT  CROUP  724     421     486  17 

1800  Ave  of  'he  Stars,  Los  Angeles,  CA  90067/213-553-0561 


ARKIA 


352      377  345 

eport.  IA  71  101/318-429-2700 


ARKIA  FXPl ORATION       944     904  713 

33C  Mot  '      <•  Shreveport,  LA  71  101/318-429-2930 


8RMC0 

300  kiien 


435     955     446  16 

Pkwy    Parsippony.  NJ  07054/201-316-5200 


ARMSTRONG  WORLD        340      294     464  6 

3;:  w,  b«"y  St.  Lancaster,  PA  17604/717-397-0611 

ARVIN  INDUSTRIES  450     727     61  7  2 

One  N^V"  P'arn  Columbus,  IN  47201/812-379-3000 


ASAPCO 

180  MoieV 


378      284  408 

New  York.  NY  10038/212-510-2000 


ASHIAND  OIL  100      283     286     l  l 

1000  A.shlond  Dr  Russell.  KY  41169/606-329-3333 

ASSOCIATED  COMMUNS.    995     892     997  22 

200  Gotev.  iv  Towers.  Pittsburgh,  PA  15222/412-281-1907 

AST  RESEARCH  744     590     870  18 

16215  Mtotl  Plwy   Irvine.  CA  92713/714-727-4141 

ATST  13        5      35  22 

550  Modi!  n  Ave  New  York.  NY  10022/212-605-5500 

ATI  ANTA  GAS  LIGHT        605      621     584  24 

235  Peothtree  St  NE.  Atlanta.  GA  30302/404-584-4000 

ATLANTIC  ENERGY  675     455     480  24 

I  ;o9  p  ,  i  m—o  P,ke.  Pleosontville.  NJ  08232/609-645-4100 

ATLANTIC  RICHFIELD         30       13      79     l  l 

515  South  Flow*  St,  Los  Angeles.  CA  90071/213-486-3511 

AUTODESK  908     565     911  18 

2320  Morinship  Way,  Sausalito,  CA  94965/415-332-2344 

AUTOMfTIC  DATA  434      205     542  18 

AHP  Blvd   Roseland.  NJ  07068/201  994-5000 
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401  AVERY  DENNISON 

150  N  Orange  Grove  I 


335     907    497  15 

Pasadena,  CA  91103/818-304-2000 


534  AVNET  432     567    622  21 

80  Cutter  Mill  Rd.  Great  Neck,  NY  11021/516-466-7000 

270  AVON  PRODUCTS  257     226    472  6 

9  West  57th  St.  New  York,  NY  10019/212-546-6015 


B 


173  BAKER  HUGHES  319     279     400  ll 

3900  Essex  Lane,  Houston.  TX  77027/713-439-8600 

747  BALL  515     604     595  7 

345  South  High  St,  Muncie.  IN  47305/317-747-6100 

285  BALTIMORE  G&E  385     252    228  24 

39  West  Lexington.  Baltimore,  MD  21201/301-234-5000 

127  BANC  ONE  252      104      57  3 

100  East  Broad  St,  Columbus,  OH  43271/614-248-5800 

561  BANCORP  HAWAII  608     403     154  3 

111  South  King  St.  Honolulu,  HI  96813/808-537-8111 

429  BANDAG  745     459     854  2 

Bondag  Center.  Muscatine.  IA  52761/319-262-1400 

781  BANK  OF  BOSTON  169     991      48  3 

100  Federal  St.  Boston,  MA  02110/617-434-2200 

329  BANK  OF  NEW  YORK       178      149      31  3 

48  Wall  St.  New  York.  NY  10286/212-495-1784 

85  BANKAMERICA  60       39        7  3 

555  California  St,  Son  Francisco,  CA  94104/415-622-3456 

182  BANKERS  TRUST  113       56      19  3 

280  Park  Ave,  New  York.  NY  10017/212-250-2500 

826  BANPONCE  712      537     185  3 

209  Munoz  Rivera  Ave,  Hato  Rey.  PR  00918/809-765-9800 

958  BANTA  749     766     850  21 

100  Main  St,  Menosho.  Wl  54952/414-722-7777 


485  BARD  (C.  R.)  660     670  770 

730  Central  Ave.  Murray  Hill,  NJ  07974/201-277-8000 

400  BARNETT  BANKS  269     388  50 

100  Laura  St,  Jacksonville.  FL  32202/904-791-7720 


730  BAROID 


734     851  776 


3000  N   Som  Houston  E  .  Houston,  TX  77032/713-987-4000 

749  BATTLE  MOUNTAIN         952     870     808  16 

333  Cloy  St.  Houston,  TX  77001/713-650-6400 

286  BAUSCH  &  LOMB  51  1      313     524    1  2 

1  Lincoln  First  Square,  Rochester,  NY  14604/716-338-6000 

58  BAXTER  INTERNATIONAL    1  10     674     195    1  2 

One  Baxter  Pkwy,  Deerfield.  IL  60015/708-948-2000 

884  BB&T  FINANCIAL  758     588     279  3 

223  West  Nash  St.  Wilson,  NC  27893/919-399-4111 

433  BEAR  STEARNS  358     382      43  17 

245  Park  Ave,  New  York,  NY  10167/212-272-2000 

836  BECKMAN  INSTRUMENTS    652      703     748  9 

2500  Harbor  Blvd,  Fullerton,  CA  92634/714-871-4848 
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BECTON,  DICKINSON        395     241     418  12 

One  Becton  Dr,  Frankin  Lakes,  NJ  07417/201-848-6800 

BELL  ATLANTIC  61       21      63  22 

1600  Market  St,  Philadelphia.  PA  19103/215-963-6000 

BELLSOUTH  42       14      58  22 

1155  Peachtree  St  NE.  Atlanta,  GA  30367/404-249-2000 


BELO  (A.  H.)  818      763  746 

400  South  Record.  Dallas,  TX  75202/214-977-6606 


20 


BEMIS  567      598     725  7 

625  Marquette  Ave.  Minneapolis,  MN  55402/612-340-6000 

BENEFICIAL  433     316     176  17 

400  Bellevue  Pkwy,  Wilmington,  DE  19809/302-798-0800 

BERGEN  BRUNSWIG         207     530    581  12 

4000  Metropolitan  Dr,  Oronge,  CA  92668/714-385-4000 

BERKLEY  (W.  R.)  769     705     576  17 

165  Mason  St,  Greenwich.  CT  06830/203-629-2880 

BERKSHIRE  HATHAWAY     373      1  16     177     1  7 

1440  Kiewit  Plozo,  Omaha,  NE  68131/402-346-1400 

BERLITZ  INTERNATIONAL  896     831     810  21 

293  Wall  St.  Princton,  NJ  08540/609-924-8500 

BETHLEHEM  STEEL  192     996     315  16 

701  East  Third  St.  Bethlehem,  PA  18016/215-694-2424 

BET2  LABORATORIES       737     524    832  4 

4636  Somerton  Rd,  Trevose,  PA  19053/215-355-3300 

BEVERLY  ENTERPRISES     394     883     525  12 

1200  South  Woldron.  Fort  Smith.  AR  72903/501-452-6712 

BHC  COMMUNICATIONS     888       93     501  20 

600  Madison  Ave,  New  York,  NY  10022/212-421-0200 

BIOGEN  992     897     962    1  2 

14  Cambridge  Center,  Cambridge,  MA  02142/617-864  8900 

BIOMET  929     713    951  12 

Airport  Industrial  Park.  Warsaw.  IN  46581/219-267-6639 

BJ  SERVICES  854     845    919  11 

5500  NW  Central  Dr.  Houston.  TX  77092/713-462-4239 

BLACK  &  DECKER  194     595    258  15 

701  East  Joppo  Rd,  Towson,  MD  21204/301-583-3900 

BLAIR  797     690     943  8 

220  Hickory  St,  Warren,  PA  16366/814-723-3600 

BLOCK  DRUG  788     597    804  6 

257  Comelison  Ave,  Jersey  City.  NJ  07302/201-434-3000 

BLOCK  (HSR)  575     346    751  17 

4410  Main  St,  Kansas  City,  MO  64111/816-753-6900 

BLOCKBUSTER  ENT.         713     507     773  14 

901  E  las  Olas.  Ft  Lauderdale.  FL  33301/305-524-8200 

BMC  SOFTWARE  956     786    985  18 

1  Sugar  Creek  Center,  Sugar  Land,  TX  77478/713-240-8800 

BOATMEN'S  BANC.  481      309      97  3 

800  Market  St.  St  Louis.  MO  63101/314-466-6600 

BOB  EVANS  FARMS         790     737     904  14 

3776  South  High  St.  Columbus,  OH  43207/614-491-2225 

BOEING  18       18     110  l 

7755  E.  Marginal  Way  5.,  Seattle,  WA  98128/206-655-2121 

BOISE  CASCADE  218     474     291  19 

One  Jefferson  Square,  Boise.  ID  83728/208-384-6161 
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1 35  BORDEN  1  22     128    275  10 

180  East  Brood  St.  Columbus.  OH  43215/614  225-4000 

673  BORLAND  INTL.  924     832     976  18 

1800  Green  Hills  Rd.  Scons  Volley.  CA  95066/408-438  8400 

642  BOSTON  EDISON  535     456     390  24 

800  Boylston  St.  Boston.  MA  02199/617-424-2000 

610  BOWATER  509     429     445  19 

One  Portlands  Or,  Dorien.  CT  06820/203-656-7200 

724  BP  PRUDHOE  BAY  984      510     811  11 

48  Wall  St.  New  York,  NY  10286/212-815-5080 

924  BRAND  844     891     940  21 

1420  Renaissance  Dr,  Pork  Ridge.  IL  60068/708-298-1200 

896  BRIGGS  &  STRATTON       598     660     759  15 

12301  West  Wirth  St.  Wauwatoso,  Wl  53222/414-259-5333 

7  BRISTOL-MYERS  SQUIBB     81       11     180  12 

345  Park  Ave,  New  York,  NY  10154/212-546-4000 

672  BROOKLYN  UNION  GAS     606     555     548  24 

195  Montague  St,  Brooklyn.  NY  11201/718-403-2000 

860  BROWN  GROUP  430     738    718  6 

8400  Maryland  Ave.  St  Louis.  MO  63105/314-854-4000 

319  BROWN-FORMAN  584      296     647  6 

850  Dixie  Hwy.  Louisville.  KY  40210/502-585  1  100 

158  BROWNING-FERRIS         280     183    355  21 

757  N.  Eldridge,  Houston,  TX  77079/713-870-8100 
404  BRUNO'S  341      527     732     1  0 

800  Lakeshore  Pkwy,  Birmingham.  AL  3521  1 /205-940  9400 

463  BRUNSWICK  346     494    494  14 

One  Brunswick  Plaza,  Skokie,  IL  60077/708-470-4700 

287  BURLINGTON  NORTHERN   201      204     253  23 

777  Moin  St,  Fort  Worth,  TX  76102/817-878-2000 

142  BURLINGTON  RES.  415      213     241  11 

999  Third  Ave,  Seattle.  WA  98104/206-467-3838 


c 


241  CSS  SOVRAN  179     196      27  3 

One  Commercial  Place,  Norfolk,  VA  23510/804-441-4000 

531  CABLETRON  SYSTEMS       945      746     982  18 

35  Industrial  Way,  Rochester,  NH  03867/603-332  9400 

752  CABLEVISION  SYSTEMS     765     986    533  20 

One  Media  Crossways,  Woodbury,  NY  11797/516-364-8450 

621  CABOT  442     486    507  4 

950  Winter  St.  Waltham,  MA  02254/617-890-0200 

548  CADENCE  DESIGN  914     689     926  18 

555  River  Oaks  Pkwy,  San  Jose,  CA  95134/408-943-1234 

885  CAESARS  WORLD  630     708    693  14 

1801  Century  Park  E.,  Los  Angeles,  CA  90067/213-552-2711 

525  CALGON  CARBON  881     678    916  21 

500  Carbon  Dr,  Robinson  Twp,  PA  15205/412-787-6700 

765  CALMAT  829     753    778  13 

3200  San  Fernando  Rd,  Los  Angeles,  CA  90065/213-258-2777 

61  CAMPBELL  SOUP  145     568    318  10 

Campbell  Place.  Camden,  NJ  08103/609-342-4800 

73  CAPITAL  CITIES/ABC        175       94     243  20 

77  West  66th  St,  New  York,  NY  10023/212-456-7777 

323  CAPITAL  HOLDING  337     263      99  17 

680  Fourth  Ave,  Louisville,  KY  40232/502-560-2000 

868  CARDINAL  DISTRIBUTION  581      873     840  12 

655  Metro  Ploce  South,  Dublin,  OH  43017/614-761-8700 

234  CARNIVAL  CRUISE  LINES   504      217     415    1  4 

3655  NW  87th  Ave,  Miami.  FL  33178/305-599-2600 


181  CAROLINA  POWER  331      170    213  24 

411  Fayetteville  St.  Raleigh,  NC  27602/919-546-6111 
872  CARPENTER  TECH,  750     653     741  16 

101  West  Bern  St,  Reading,  PA  19601/215-371-2000 

566  CARTER-WALLACE  722      589     792     1  2 

1345  Ave  of  Americas,  NY,  NY  10105/212-339-5000 

321  CASTLE  S  COOKE  288     337     440  10 

10900  Wilshire  Blvd.  Los  Angeles,  CA  90024/213-824-1500 

117  CATERPILLAR  67      208     134  IS 

100  NE  Adorns  St.  Peoria,  IL  61629/309-675  1000 

523  CBI  INDUSTRIES  470     580     572     1  1 

800  Jorie  Blvd.  Oak  Brook,  IL  60522/708-572-7000 

276  CBS  270     416     298  20 

51  West  52nd  St,  New  York,  NY  10019/212-975-4321 

473  CELLULAR  COMMUNS,       965     829     845  22 

150  East  58th  St,  New  York,  NY  10155/212-319-7014 

231  CENTEL  559     629     357  22 

8725  West  Higgins  Rd,  Chicago,  IL  60631/312-399-2500 

259  CENTERIOR  ENERGY         360      138     135  24 

6200  Oak  Tree  Blvd.  Independence,  OH  44131/216-447-3100 

782  CENTEX  372     581     465  13 

3333  Lee  Pkwy.  Dallas,  TX  75219/214-559-6500 

520  CENTOCOR  985     974    903  12 

244  Great  Valley  Pkwy,  Malvern,  PA  19355/215-296-4488 

170  CENTRAL  S  SOUTH  WEST  315      114     181  24 

1616  Woodall  Rodgers  Fwy,  Dallas,  TX  75202/214-754-1000 

979  CENTRAL  BANCSHARES      780     613     288  3 

701  South  20th  St.  Birmingham,  AL  35233/205-933-3000 

964  CENTRAL  FIDELITY  729     574     249  3 

1021  East  Cory  St,  Richmond,  VA  23219/804-782-4000 

995  CENTRAL  HUDSON  GSE     784     664     642  24 

284  South  Ave,  Poughkeepsie,  NY  12601/914-452-2000 

914  CEN.  LA.  ELECTRIC  862     654     681  24 

2030  Donahue  Ferry  Rd,  Pineville.  LA  71360/318-484-7400 

850  CENTRAL  MAINE  POWER   661      614     575  24 

Edison  Dr,  Augusta,  ME  04336/207-623-3521 

819  CENTRAL  NEWSPAPERS     825      779     861  20 

135  N  Pennsylvania  St,  Indianapolis,  IN  46204/317-231-9200 

731  CENTURY  COMMUNS.        900     958     609  20 

50  Locust  Ave,  New  Canaan,  CT  06840/203-966-8746 

576  CENTURY  TELEPHONE       903      743     742  22 

520  Riverside  Dr,  Monroe,  LA  71201/318-388-9590 

866  CETUS  997     961     915  12 

1400  53rd  St,  Emeryville,  CA  94608/415-420-3300 

445  CHAMBERS  DEV.  899     716    715  21 

10700  Fronkstown  Rd,  Pittsburgh,  PA  15235/412-242-6237 

267  CHAMPION  INTL.  190     203     196  l? 

One  Champion  Plaza,  Stamford.  CT  06921/203-358-7000 

659  CHARMING  SHOPPES       629     671     798  8 

450  Winks  Lane.  Bensalem,  PA  19020/215-245-9100 

327  CHASE  MANHATTAN  45     987       9  3 

1  Chose  Manhattan  Ploza,  NY,  NY  10081/212-552-2222 

384  CHEMICAL  BANKING         112      163      16  3 

277  Pork  Ave,  New  York.  NY  10172/212-310-6161 

136  CHEMICAL  WASTE  560      251     541  21 

3003  Butterfield  Rd,  Oak  Brook,  IL  60521/708-218-1500 

13  CHEVRON  9        7      42     l  l 

225  Bush  St,  San  Francisco,  CA  94104/415-894-7700 

787  CHILI'S  845     847    935  u 

6820  LBJ  Fwy.  Dallas.  TX  75240/214-980-9917 

372  CHIQUITA  BRANDS  INTL.   215     435     453  10 

250  East  Fifth  St,  Cincinnati,  OH  45202/513-784  7000 

537  CHIRON  980     909    913  12 

4560  Horton  St.  Emeryville,  CA  94608/415-655-8730 


637  CHRIS-CRAFT  876      161     485  20 

600  Madison  Ave,  New  York,  NY  10022/212-421-0200 

207  CHRYSLER  16     511      33  2 

12000  Chrysler  Dr,  Highland  Park.  Ml  48288/313-956-5252 

111  CHUBB  214       81     129  17 

15  Mountain  View  Rd,  Warren,  NJ  07059/201-580-2000 

852  CHURCH  &  DWIGHT         826     826     906  6 

469  North  Harrison  St.  Princeton,  NJ  08543/609-683-5900 

197  CIGNA  32     143      23  17 

1600  Arch  St,  Philadelphia,  PA  19192/215-523-4000 

923  CILCORP  770     665     627  24 

300  Liberty  St,  Peoria,  IL  61602/309-672-5271 

418  CINCINNATI  BELL  594     419     535  22 

201  East  Fourth  St.  Cincinnati,  OH  45201/513-397-9900 

383  CINCINNATI  FINANCIAL     593      332     435    1  7 

6200  South  Gilmore  Rd.  Fairfield.  OH  45014/513-870-2000 

388  CINCINNATI  GSE  493      188     326  24 

139  E  Fourth  St.  Cincinnoti.  OH  45202/513-381-2000 

930  CINCINNATI  MILACRON     644     935     739  15 

4701  Marburg  Ave,  Cincinnati,  OH  45209/513-841-8100 

599  CINTAS  874     771     894  21 

6800  Cintas  Blvd.  Cincinnati,  OH  45262/ 5 13-459- 1200 

643  CIPSCO  732     488    515  24 

607  East  Adams  St,  Springfield,  IL  62739/217-523-3600 

629  CIRCUIT  CITY  STORES      366      489     666  6 

9950  Mayland  Dr,  Richmond,  VA  23233/804  527  4000 

355  CIRCUS  CIRCUS  687     469     711  14 

2880  Los  Vegas  Bl  S  ,  Las  Vegas,  NV  89109/702-734-0410 

648  CISCO  SYSTEMS  963      798     981  18 

1525  O'Brien  Dr,  Menlo  Pork,  CA  94025/415-326-1941 

132  CITICORP  12      144       1  3 

399  Park  Ave,  New  York,  NY  10043/212-559-1000 

458  CITIZENS  UTILITIES         855     400    604  24 

High  Ridge  Park,  Stamford,  CT  06905/203  329-8800 

840  CITY  NATIONAL  786     647     287  3 

400  North  Roxbury  Dr,  Beverly  Hills,  CA  90210/213-550-5400 

798  CLARK  EOUIPMENT  490     611     641  15 

100  North  Michigan  St,  South  Bend,  IN  46601/219-239-0100 

996  CLEVELAND-CLIFFS  870     480     802  16 

1100  Superior  Ave,  Cleveland,  OH  44114/216-694-5700 

304  CLOROX  474     301     553  6 

1221  Broadway,  Oakland,  CA  94612/415-271-7000 

260  CMS  ENERGY  294     989     193  24 

330  Town  Ctr  Dr.  Dearborn,  Ml  48126/313-436-9200 

131  CNA  FINANCIAL  90      124      55     1  7 

333  South  Wabash  Ave,  Chicago.  IL  60604/312-822-5000 

203  COASTAL  94      200     179     l  l 

Nine  Greenwoy  Plaza,  Houston,  TX  77046/713-877-1400 

9  COCA-COLA  82       20     175  6 

One  Coco-Cola  Plaza  NW.  Atlanta,  GA  30313/404-676-2121 

325  COCA-COLA  ENTS.  223     413     284  6 

Coco-Cola  Plaza,  Atlanta,  GA  30313/404-676-2100 

140  COLGATE-PALMOLIVE        168      141     325  6 

300  Park  Ave,  New  York,  NY  10022/212-310-2000 

871  COLLINS  FOODS  INTL.      738     755    820  14 

12655  W  Jefferson,  Los  Angeles,  CA  90066/213-827-2300 
913  COLONIAL  873      731     790  17 

12)5  Averyt  Blvd.  Columbia.  SC  29210/803-798-7000 

312  COLUMBIA  GAS  SYSTEM    364     379     260  24 

20  Monlchanin  Rd.  Wilmington,  DE  19807/302-429-5000 

378  COMCAST  709     982    431  20 

1414  S  Penn  Ctr  Sq,  Philadelphia.  PA  19102/215-665-1700 

527  COMDISCO  400     442     290  18 

6111  North  River  Rd.  Rosemont,  IL  60018/708-698-3000 
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581  COMERICA  521      321     120  3 

211  West  Fori  St,  Detroit,  Ml  48275/313-222-3300 
880  COMMERCE  BANCSHARES   736      560     229  3 

922  Walnut.  Kansas  City.  MO  64199/816-234-2000 

578  COMMERCE  CLEARING       676     667     766  20 

2700  lake  Cook  Rd.  Riverwoods.  IL  60015/708-940-4600 

780  COMMODORE  INU.  600     672     730  18 

1200  Wilson  Dr.  West  Chester.  PA  19380/215-431-9100 

69  COMMON.  EDISON  182      324      88  24 

72  West  Adams,  Chicago.  IL  60603/312-294-4321 

815  COMMUNS.  SATELLITE      806     932    608  22 

950  I  Enfant  Plaza  SW,  Washington,  DC  20024/202-863-6000 

359  COMMUNITY  PSYCH.        847      440     789  12 

24502  Pacific  Park  Dr.  Laguna  Hills.  CA  92656/714-831-1166 

103  COMPAQ  COMPUTER        248      100     410  18 

20555  State  Hwy  249,  Houston,  TX  77269/713-370-0670 

366  COMPUTER  ASSOCIATES     526      268     544  18 

71)  Stewart  Ave,  Garden  City,  NY  11530/516-227-3300 


545  COMPUTER  SCIENCES        453     512     673  18 

2100  East  Grand  Ave,  El  Segundo.  CA  90245/213-615-0311 

108  CONAGRA  35     178     170  10 

One  ConAgra  Dr,  Omaha.  NE  68102/402-595-4000 

397  CONNER  PERIPHERALS      518      317     694  18 

3081  Zanker  Rd,  San  Jose,  CA  95134/408-433-3340 

124  CONS.  EDISON  165       66     161  24 

Four  Irving  Ploce,  New  York,  NY  10003/212-460-4600 

760  CONS.  FREIGHT  WAYS       2  1  7      940     437  23 

175  L.nfield  Dr.  Menlo  Park.  Cal94025/415-326-1700 

180  CONS.  NATURAL  GAS       321      264     301  24 

625  Liberty  Ave,  Pittsburgh,  PA  15222/412-227-1000 

363  CONSOLIDATED  PAPERS    610     297     618  19 

231  First  Ave  N  ,  Wis  Rpds,  Wl  54494/715-422-3111 

335  CONSOLIDATED  RAIL        264      184     219  23 

1836  Six  Penn  Center,  Philadelphia.  PA  19103/215-977-4000 

98  CONTEL  261      236     216  22 

245  Perimeter  Ctr  Pk.  Atlanta,  GA  30346/404-391-8000 


291  CONTEL  CELLULAR  941     972    528  22 

223  Perimeter  Ctr  Pk,  Atlanta.  GA  30328/404-804-3400 

722  CONTINENTAL  BANK        282     427      65  3 

231  South  LaSalle  St,  Chicago,  IL  60697/312-828-2345 

402  CONTINENTAL  CORP.        166      299     111  17 

180  Moiden  Lane,  New  York,  NY  10038/212-440-3000 

803  CONTROL  DATA  447      911     573  18 

8100  34th  Ave  South,  Minneapolis,  MN  55425/612-853-8100 

973  CONVEX  COMPUTER         921      854     907  18 

3000  Waterview  Pkwy,  Richardson.  TX  75080/214-497-4000 

120  COOPER  INDUSTRIES        149      129     220  9 

1001  Fannin  St,  Houston,  TX  77002/713-739-5400 

584  COOPER  TIRE  &  RUBBER  623     521     767  2 

Lima  8.  Western  Aves,  Findlay,  OH  45840/419-423-1321 

603  COORS  (ADOLPH)  418     683    522  6 

311  10th  St,  Golden.  CO  80401/303-279-6565 

893  CORDIS  928     877     966  12 

14201  NW  60th  Ave.  Miami  Lakes.  FL  33014/305-824-2000 
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346  CORESTATES  FINANCIAL    336      3S8      77  3 

1500  Market  St,  Philadelphia,  PA  19102/215-973-3100 

119  CORNING  298     16S    360  15 

Poulteney  St,  Corning,  NY  14831/607-974-9000 
255  COSTCO  WHOLESALE        210     570     660  8 

10809  120th  Ave  NE,  Kirkland,  WA  98033/206-828-8100 

100  CPC  INTERNATIONAL        161      118     311  10 

700  Sylvan  Ave.  Englewood  Cliffs.  NJ  07632/201-894-4000 

851  CPI  853     739    938  14 

1706  Washington  Ave,  St  Louis,  MO  63103/314-231-1575 

812  CRACKER  BARREL  897     859    954  14 

Hartmann  Dr,  Lebanon,  TN  37088/615-444-5533 

597  CRANE  494     539    738  15 

757  Third  Ave,  New  York,  NY  10017/212-415-7300 

687  CRAWFORD  813     736    927  17 

5620  Glenndge  Dr  NE,  Atlonta,  GA  30342/404-256-0830 

514  CRAY  RESEARCH  657     361     866  18 

655-A  Lone  Oak  Dr.  Eagan,  MN  55121/612-452-6650 

741  CRESTAR  FINANCIAL        534     548     136  3 

919  East  Main  S;  Richmond,  VA  22219/804-782-5000 

945  CRI  LIQUIDATING  REIT     994     698     872  13 

11200  Rockville  Pike,  Rockville.  MD  20852/301-468-9200 

786  CRITICAL  CARE  AMERICA  961      886     968  12 

50  Washington  St,  Westborough,  MA  01581/508-836-3610 

733  CROMPTON  &  KNOWLES    839      757     899  4 

One  Station  Place.  Stamford,  CT  06902/203-353-5400 

862  CROSS  (A.  T.)  917     793    939  15 

One  Albion  Rd,  Lincoln,  Rl  02865/401-333-1200 
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351  CROWN  CORK  &  SEAL     281      372    403  7 

9300  Ashton  Rd,  Philadelphia.  PA  19136/215-698-5100 

191  CSX  108     126     126  23 

901  East  Cory  St.  Richmond,  VA  23219/804-782-1400 

720  CUC  INTERNATIONAL        828     878     928  18 

707  Summer  St.  Stamford,  CT  06901/203-324-9261 

889  CUMMINS  ENGINE  256     977    471  2 

500  Jackson  St,  Columbus,  IN  47202/812-377-5000 

696  CYPRESS  SEMICON.         915     728    886  9 

3901  North  First  St,  San  Jose,  CA  95134/408-943-2600 

595  CYPRUS  MINERALS  417      366     491  16 

9100  E.  Mineral  Circle,  Englewood,  CO  801  12/303-643-5000 


477  DANA  184     473     308  2 

4500  Dorr  St,  Toledo,  OH  43615/419-535-4500 

727  DANAHER  643      709     731  15 

1250  24th  St  NW,  Washington,  DC  20037/202-828-0850 

905  DAUPHIN  DEPOSIT  861     643    362  3 

213  Market  St,  Harrisburg,  PA  17101/717-255-2121 

143  DAYTON  HUDSON  40     107     188  8 

777  Nicollet  Mall,  Minneapolis.  MN  55402/612-370-6948 

478  DEAN  FOODS  389     517    695  10 

3600  N.  River  Rd.  Franklin  Park,  IL  60131/708-678-1680 
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169  DEERE  119     164     153  15 

John  Deere  Rd,  Moline,  IL  61265/309-765-8000 
832  DELL  COMPUTER  766      794     930  18 

9505  Arboretum  Blvd.  Austin,  TX  78759/512-338-4400 

593  DELMARVA  POWER         654     695     462  24 

800  King  St,  Wilmington,  DE  19899/302  429-301 1 

210  DELTA  AIR  LINES  101      976     215  23 

1010  Delta  Blvd.  Atlanta,  GA  30320/404-765-2600 

212  DELUXE  498     258    682  18 

1080  West  County  Rd  F,  St  Paul.  MN  55126/612-483-7111 

160  DETROIT  EDISON  268       82     157  24 

2000  Second  Ave,  Detroit,  Ml  48226/313-237-8000 

742  DEXTER  620     657     722  4 

One  Elm  St,  Windsor  Locks,  CT  06096/203-627-9051 

876  DIAGNOSTIC  PRODUCTS     982     862     986  12 

5700  West  96th  St,  Los  Angeles,  CA  90045/213-776-0180 

737  DIAMOND  SHAMROCK       322      463     632  ll 

9830  Colonnade  Blvd.  San  Antonio,  TX  78230/512-641-6800 

814  DIEBOLD  799      797     799  18 

818  Mulberry  Rd  SE.  Canton,  OH  44707/216-489-4000 

54  DIGITAL  EQUIPMENT         51     966     142  18 

146  Mom  St  Maynard,  MA  01754/508-493-51  1  1 

174  DILLARD  STORES  247     242     382  8 

1600  Cantrell  Rd,  Little  Rock,  AR  72202/501-376-5200 

33  DISNEY  (WALT)  154       43     194  14 

500  South  Buena  Vista  St,  Burbonk,  CA  91521/818-560-1000 

147  DOMINION  RESOURCES      249       84     152  24 

901  East  Byrd  St,  Richmond,  VA  23219/804-775-5700 


Cutting  through  the  red  tape 

means  having   your  claims  processed 
quickly,  accurately  and  consistently  on  a 
single  national  system.  It  means  maintain- 
ing membership  files  and  claims  history  on 
a  central  system.  It  means  having  one- 
source   access   to   employee  utilization 
data.    It    means    having    that   data  cus- 
tomized and  presented  to  suit  your  needs. 
It  means  working  flexibly  with  all  aspects 
of  national  provider  networks.  It 


means  a  new  integr 
processing  system 

and  Blue  Shield  National 
of  Service  Networks.  If  \ 
employer  with  locations  i 
states,  or  a  benefits  cc 
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1-800-426-2583. 
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for  Blue  Cross 
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Blue  Cross 
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988  DONALDSON  811      811     914  2 

1400  Wesl  94lh  St.  Minneapolis.  MN  55431/612-887-3131 

178  DONNELLEY  (R.  R.)         253      199     369  21 

2223  Martin  Lulher  King  Dr.  Chicago.  IL  60616/312-326-8000 

263  DOVER  377     275    574  15 

280  Park  Ave,  New  York.  NY  10017/212-922-1640 

40  DOW  CHEMICAL  27       19      74  4 

2030  Dow  Center,  Midland.  Ml  48674/517-636-1000 


250  DOW  JONES  441     373  421 

200  Liberty  St.  New  York.  NY  10281  /212-416-2000 

434  DPL  607      266  399 

1065  Woodman  Dr.  Dayton,  OH  45432/513-224-6000 

449  DOE  563     308  336 

301  Grant  St.  Pittsburgh,  PA  15279/412-393-6000 

193  DRESSER  INDUSTRIES       199     262  385 

1600  Pacific  Ave,  Dallas,  TX  75201/214-740-6000 

847  DREYER'S  GRAND  872     888  952 

5929  College  Ave.  Oaklond.  CA  94618/415-652-8187 

431  DREYFUS  898     541  706 

200  Pork  Ave.  New  York,  NY  10166/212-922-6000 

16  DU  PON!  11         6  41 

1007  Market  St,  Wilmington.  DE  19898/302-774-1000 

122  DUKE  POWER  243       80  165 

422  S  Church  St,  Charlotte,  NC  28242/704-373-4011 

71  DUN  &  BRADSTREET        195       83  293 

299  Park  Ave.  New  York.  NY  10171/212-593-6800 

983  DURR-FILLAUER  653     863  920 

218  Commerce  St.  Montgomery.  AL  36104/205-241-881 

915  DUTY  FREE  INTL.  967      876  974 

19  Catoonoh  St.  Ridgefield.  CT  06877/203-431-6057 


2  0 
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505  E  SYSTEMS 

6250  L8J  Fwy,  Dalli 


422     410  667 

TX  75240/214-661-1000 


700  EASTERN  ENTERPRISES     609     533  631 

9  Riverside  Rd.  Weston,  MA  02193/617-647-2300 

969  EASTERN  UTILITIES         810     843  530 

One  Liberty  Sguare,  Boston.  MA  02107/617-357-9590 

39  EASTMAN  KODAK  29       55  73 

343  State  St.  Rochester,  NY  14650/716-724-4000 


24 


324  EATON 


244      261  389 


1111  Superior  Ave  NE.  Cleveland,  OH  44114/216-523-5000 

680  ECHLtN  460     645     599  2 

100  Double  Beach  Rd,  Branford,  CT  06405/203-481-5751 

726  ECOLAB  506     587    657  6 

370  Wabasha.  St,  Paul.  MN  55102/612-293-2233 


537     556  720 

,  MO  63102/314-331  6000 


711  EDISON  BROTHERS 

501  North  Broadway.  St  Loui 

686  EDWARDS  (A.  0.)  707      584     628  17 

One  North  Jefferson  Ave.  St  Louis.  MO  63103/314-289-3000 

502  EG&G  348     479     752  21 

45  William  St.  Wellesley.  MA  02181/617-237-5100 


56  EMERSON  ELECTRIC         1  16       59     240  9 

8000  W  Florissant  Ave,  St.  Louis,  MO  63136/314-553-2000 

518  ENOELHARD  297      498     591  4 

101  Wood  Ave,  Islin,  NJ  08830/908-205-6000 

238  ENRON  50     220     167  24 

1400  Smith  St,  Houston.  TX  77002/713-853-6161 

385  ENRON  OIL  &  OAS  850     641     579  ll 

1400  Smith  St,  Houston,  TX  77002/713-853-6161 

462  ENSERCH  308     449     377  24 

300  South  St  Paul  St,  Dallas.  TX  75201  /214-651-8700 

152  ENTERGY  225       78     106  24 

225  Varrone  St,  New  Orleans.  LA  701  12/504-529-5262 

982  ENTERRA  951      856     934  ll 

2707  North  Loop  West,  Houston.  TX  77008/713-864-8700 

395  EQUIFAX  582      534     729     1  7 

1600  Peochtree  St  NW.  Atlanta.  GA  30309/404-885-8000 

649  EQUITABLE  RESOURCES     701      557     621  24 

420  Blvd  of  the  Allies,  Pittsburgh,  PA  15219/412-261-3000 

194  ETHYL  344      192     231  4 

330  South  Fourth  St.  Richmond,  VA  23219/804-788-5000 

875  EXABYTE  936      789     988  18 

1685  38th  St,  Boulder,  CO  80301/303-442-4333 

2  EXXON  2        2      13  n 

225  E   Carpenter  Fwy.  Irving,  TX  75062/214-444-1000 


858  FAMILY  DOLLAR  STORES   626      752     868  8 

10401  Old  Monroe  Rd,  Matthews,  NC  28105/704-847-6961 

149  FEDERAL  HOME  LOAN      227      106      39  17 

8200  Jones  Branch  Dr,  McLean,  VA  22102/703-759-8000 

302  FEDERAL  EXPRESS  124     320    250  23 

2005  Corporate  Ave.  Memphis.  TN  38194/901-369-3600 

48  FED.  NATL.  MORTGAGE      55       28       6  17 

3900  Wisconsin  Ave  NW,  Wosh.  DC  20016/202-752-7000 

535  FEDERAL  PAPER  BOARD    513      343     463  7 

75  Chestnut  Ridge  Rd,  Montvole.  NJ  07645/201-391-1776 

788  FEDERAL  SIGNAL  819      781     892  15 

1415  West  22nd  St.  Oak  Brook,  IL  60521/708-954-2000 

980  FEDERAL-MOGUL  564     895     644  2 

26555  N'western  Hwy.  Southfield.  Ml  48034/313-354-7700 

861  FERRO  568     791     749  4 

1000  Lakeside  Ave.  Cleveland.  OH  44114/216-641-8580 
779  FHP  INTERNATIONAL        556      735     818  12 

9900  Tolbert  Ave.  Fountain  Valley.  CA  92708/714-963-7233 

393  FIFTH  THIRD  BANCORP     645      339     202  3 

38  Fountain  Square  Plaza.  Cincinnati.  OH  45263/513-579-5300 

818  FINGERHUT  539     626     758  8 

4400  Baker  Rd.  Minnetonka.  MN  55343/612-932-3100 

654  FIRST  ALABAMA  723      506     242  3 

417  North  20th  St.  Birmingham.  AL  35203/205-326-7100 

432  FIRST  BANK  SYSTEM       390      315      92  3 

1200  1st  Bank  PI  East.  Minneapolis.  MN  55480/612-370-4646 
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FIRST  BRANDS  589     659     708  15 

83  Wooster  Heights  Rd,  Donbury.  CT  06813/203-731  2300 

FIRST  CHICAGO  167      182      29  3 

One  First  National  Plaza.  Chicago.  IL  60670/312-732-4000 

FIRST  EMPIRE  STATE       680     586    210  3 

One  M&T  Plaza,  Buffalo.  NY  14240/716-842-5445 

FIRST  FIDELITY  278     922      61  3 

1009  Lenox  Dr.  Lowrenceville.  NJ  08648/609-895-6800 

FIRST  FINANCIAL  MGMT.   618     482     269  17 

Three  Corporate  Square.  Atlanta.  GA  30329/404-321-0120 

FIRST  HAWAIIAN  768     487     267  3 

165  South  King  St.  Honolulu.  HI  96813/808-525-7000 

FIRST  INTERSTATE  156      102      26  3 

707  Wilshire  Blvd.  Los  Angeles.  CA  90017/213-614-3001 

FIRST  OF  AMERICA         507      31  2     108  3 

108  East  Michigan  Ave.  Kalamazoo,  Ml  49007/616  383-9000 

FIRST  SECURITY  682     639    237  3 

79  South  Main  St,  Salt  Lake  City.  UT  84111/801-350-6000 


FIRST  TENNESSEE  667     624  230 

165  Madison  Ave,  Memphis,  TN  38103/901-523-4444 


FIRST  UNION  221      152      37  3 

301  South  College  St,  Chailotte.  NC  28288/704-374-6565 
FIRST  VIRGINIA  BANKS    755     526     27  1  3 

6400  Arlington  Blvd,  Falls  Church,  VA  22042/703-241-4000 

FIRST  WACHOVIA  342      1  57      70  3 

301  North  Main  St,  Winston-Salem.  NC  27102/919-770-5000 

FIRSTAR  602      398     174  3 

777  East  Wisconsin  Ave.  Milwaukee,  Wl  53202/414-765-4321 

FLEET  NORSTAR  220     953      49  3 

50  Kennedy  Plaza,  Providence,  Rl  02903/401-278-5800 
FLEETWOOD  ENTS.  489      702     723    1  4 

3125  Myers  St.  Riverside.  CA  92523/714-351-3500 

FLEMING  63     399     409  10 

6301  Woterford,  Oklahoma  City,  OK  731  18/405-840-7200 

FLIGHTSAFETY  INTL.        884     471     765  23 

Morine  Air.  La  Guardia,  Flushing,  NY  11371/718-565-4100 

FLORIDA  EAST  COAST      937      720     763  23 

1650  Prudential  Dr.  Jacksonville.  FL  32207/904-396-6600 

FLORIDA  PROGRESS         399      224     283  24 

240  First  Ave  South.  St  Petersburg.  FL  33701/813-824-6400 

FLOWERS  INDUSTRIES      648      740     830  10 

US  Hwy  19  South.  Thomosville.  GA  31799/912-226-9110 

FLUOR  125     307    430  21 

3333  Michelson  Dr,  Irvine.  CA  92730/714-975-2000 

FMC  238      276     396  15 

200  East  Randolph  Dr.  Chicago.  IL  60601/312-861-6000 

FMC  GOLD  947     679     905  16 

200  East  Randolph  Dr.  Chicago.  IL  60601/312-861-6000 

FOOD  LION  171      256     551  10 

2110  Executive  Dr.  Salisbury,  NC  28144/704-633-8250 

FORD  MOTOR  3       40       3  2 

The  American  Rd,  Dearborn.  Ml  48121/313-322-3000 

FOREST  LABORATORIES     943     710     884  12 

150  Eost  58th  St.  New  York.  NY  10155/212-421-7850 

FOSTER  WHEELER  456     686     582  21 

Perryville  Corporate  Park.  Clinton.  NJ  08809/201-730-4000 
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Blue  Cross  &  Blue 

Shield  Assn. 

3. 

CIGNA  Corporation 

4. 

Continental  Bank 

5. 

Delta  Dental  Plans 

6. 

Franklin  Fund 

7. 

UNUM  Life  Insurance 
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Anacomp,  Inc. 

10. 
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W.W.  Grainger,  Inc. 

23. 

Yellow  Freight  Systems, 

Inc. 
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24. 

French  Industrial 

Development  Agency 

25. 

Government  of  Quebec 

26. 

Iowa  Department  of 

Economic  Development 
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998  FOURTH  FINANCIAL        841     861     319  3 

100  North  Broodwoy.  Wichito.  KS  67202/316-261-4444 

145  FPL  GROUP  147     988     122  24 

1  1770  US  Hwy  One,  N.  Palm  Beach.  FL  33408/407-694-6300 

441  FRANKLIN  RESOURCES      879     420    80S  17 

777  Manners  Is  Bl.  San  Mateo.  CA  94404/415-570-3000 

298  FREEPORT-McMORAN       469      147     353  4 

1615  Poydras  St.  New  Orleans,  LA  701  12/504-582-4000 

290  FREEPORT-McM.  CSG      824     415    753  16 

1615  Poydras  St,  New  Orleans,  LA  701  12/504-582-4000 
625  FRUIT  OF  THE  LOOM       496     465     459  6 

233  South  Wacker  Or,  Chicago,  IL  60606/312-876-7000 

344  FUND  AMERICAN  889     322     145  17 

3000  Westchester  Ave,  Purchase.  NY  10577/914-251-0237 


G 


96  GANNETT  259      117     341  20 

1100  Wilson  Blvd,  Arlington,  VA  22234/703-284-6000 

198  GAP  (THE)  410     291     716  8 

One  Harrison  St,  San  Francisco,  CA  94105/415-952-4400 

714  GATX  634     443    372  23 

120  Sooth  Riverside  Plaza.  Chicago,  IL  60606/312-621  6200 

245  GEICO  408     210    354  17 

Geico  Plaza.  Washington.  DC  20076/301-986-2500 

371  GENENTECH  822     969     626  12 

460  Pt  San  Bruno,  S  San  Francisco,  CA  94080/415-266-1000 

379  GENERAL  CINEMA  380     341     387  5 

27  Boylston  St,  Chestnut  Hill,  MA  02167/617-232-8200 

559  GENERAL  DYNAMICS         84     998    235  l 

7733  Forsyth  Blvd,  St  Louis,  MO  63105/314-889-8200 

4  GENERAL  ELECTRIC  6        3       4  5 

3135  Easton  Tpk.  Fairfield,  CT  06431/203-373-2211 
62  GENERAL  MILLS  132      105     344  10 

1  Gen  Mills  Blvd,  Minneapolis,  MN  55426/612-540-231  1 

18  GENERAL  MOTORS  1     1000        2  2 

3044  West  Grand  Blvd,  Detroit.  Ml  48202/313-556-5000 

261  GENERAL  PUBLIC  UTS.     289      146     225  24 

100  Interpace  Pkwy,  Parsippany,  NJ  07054/201-263-6500 

68  GENERAL  RE  290      62     149  17 

695  Eost  Main  St.  Stamtord,  CF  06904/203-328-5000 

617  GENERAL  SIGNAL  446     928     597  9 

One  High  Ridge  Park,  Stamford,  CT  06904/203-357  8800 

785  GENETICS  INSTITUTE       993     936    950  12 

87  Combndgepark  Dr,  Cambridge,  MA  02140/617-876-1170 

217  GENUINE  PARTS  267     215    589  21 

2999  Circle  75  Pkwy,  Atlanta,  GA  30339/404-953-1700 

746  GEN2VME  989     939    980  12 

One  Kendall  Sguare,  Cambridge,  MA  02139/617-252-7500 

810  GEORGIA  GULF  614     406    825  4 

400  Perimeter  Ctr  Ter,  Atlanta,  GA  30346/404-395-4500 

176  GEORGIA-PACIFIC  56      127     133  19 

133  Peachtree  St  NE,  Atlanta,  GA  30303/404-521-4000 


306  GERBER  PRODUCTS         550     359  709 

445  State  St,  Fremont,  Ml  49413/616-928-2000 

365  GIANT  FOOD  265     345  630 

6300  Sheriff  Rd,  Landover.  MD  20785/301-341-4100 

894  GIBSON  GREETINGS         781      676  813 

2100  Section  Rd,  Cincinnati.  OH  45237/513-841-6600 
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80  GILLETTE 

Prudential  Tower  I 


212     123  349 

Boston,  MA  02199/617-421-7000 


491  GLATFELTER  (P.  H.)        718     426    775  19 

228  South  Mam  St,  Spring  Grove,  PA  17362/717-225-4711 

883  GLOBAL  MARINE  885     948    791  n 

777  North  Eldridge  St.  Houston,  TX  77079/713-596-5100 

899  GOLDEN  NUGGET  619      761     612  14 

3400  Los  Vegas  Bl  S  ,  Las  Vegas,  NV  89109/702-791-71  1  1 

337  GOLDEN  WEST  392     246      81  17 

1901  Harrison  St.  Oakland,  CA  94612/415-446-6000 

519  GOODRICH  (B.  F.)  353     353    441  4 

3925  Embassy  Pkwy,  Akron,  OH  44333/216-374-2000 

422  GOODYEAR  TIRE  69     949     186  2 

1144  Eost  Market  St,  Akron,  OH  44316/216-796-2121 

823  GOULDS  PUMPS  761     750    834  15 

240  Fall  St,  Seneco  Falls,  NY  13148/315-568-281  1 

252  GRACE  (W.  R.)  134     219    248  4 

1114  Ave  of  Americas.  NY,  NY  10036/212-819-5500 

904  GRACE  ENERGY  787     835    702  11 

13455  Noel,  Dallas,  TX  75240/214-770-0200 

307  GRAINGER  (W.  W.)         409     327    624  21 

5500  West  Howard  St.  Skokie,  IL  60077/708-982-9000 

316  GREAT  ASP  72     278    367  10 

Two  Paragon  Dr,  Montvale.  NJ  07645/201-573-9700 

222  GREAT  LAKES  CHEMICAL   586     300    577  4 

PO  Box  2200.  West  Lafayette.  IN  47906/317-497-6100 

300  GREAT  WESTERN  216     227      40  17 

8484  Wilshire  Blvd,  Beverly  Hills,  CA  90211/213-852-3411 

926  GREIF  BROS.  820     838    891  7 

621  Pennsylvania  Ave,  Deiawore,  OH  43015/614-363-1271 

489  GREYHOUND  DIAL  250     351     270  5 

Greyhound  Dial  Tower,  Phoenix,  AZ  85077/602-248-4000 

828  GRUMMAN  222     434     432  1 

1111  Stewort  Ave,  Bethpage.  NY  11714/516-575-0574 

20  GTE  31       15      46  22 

One  Stamford  Forum,  Stamford,  CT  06904/203-965-2000 


467  GULF  STATES  UTILITIES    448  952 

350  Pine,  Beaumont,  TX  77701/409-838-6631 


226  24 


E 


113  HALLIBURTON  130     223  306 

500  North  Akard  St,  Dallas,  TX  75201/214-978-2600 

533  HAMILTON  OIL  910     747  689 

1560  Broadway,  Denver,  CO  80202/303-863-3000 
799  HANCOCK  FABRICS  842     782  941 

3406  West  Main  St.  Tupelo,  MS  38801/601-842-2834 
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HANDLEMAN  673     821     806  21 

500  Kirts  Blvd,  Troy,  Ml  48084/313-362-4400 

HANNA  (M.  A.)  570     571    646  4 

1301  Eost  Ninth  St,  Cleveland,  OH  44114/216-589-4000 

HANNAFORD  BROTHERS    449     658     760    10  f 

145  Pleosant  Hill  Rd,  Scarborough,  ME  04074/207-883-2911 

HANOVER  INSURANCE      444     634    383  17 

100  North  Pkwy,  Worcester,  MA  01605/508-853-7200 


HARLAND  (JOHN  K.)       851     563  877 

2939  Miller  Rd,  Decotur,  GA  30035/404-981-9460 
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HARLEY -DAVIDSON  637     687     847  14 

3700  West  Juneau  Ave,  Milwaukee,  Wl  53208/414-342-4680 

HARNISCHFEGER  436     503    546  15 

13400  Bishops  Lane,  Brookfield,  Wl  53005/414-671-4400 

HARRIS  283     707    420  9 

1025  West  NASA  Blvd,  Melbourne,  FL  32919/407-727-9100 


483    662  15 


HARSCO  431 

Camp  Hill,  PA  17001/717-763-7064 

HARTFORD  STEAM  757     461     704  17 

One  State  St,  Hartford,  CT  06102/203-722-1866 

HASBRO  480     423    598  u 

1027  Newport  Ave,  Powtucket,  Rl  02862/401-431-8697 

HAWAIIAN  ELECTRIC        595     600    348  24 

900  Richards  St,  Honolulu,  HI  9o813/808-543-5662 

HEALTH  CARE  PPIS.       983     827    819  12 

10990  Wilshire  Blvd.  Los  Angeles.  CA  90024/213-473-1990 
HEALTHSOUTH  REHAB.      931      884     890  12 

2  Perimeter  Park  S  ,  Birmingham,  AL  35243/205-967-7116 

HEIN2  (H.  J.)  141       76    285  10 

600  Grant  St,  Pittsburgh,  PA  15219/412-456-5700 

HELMERICH  &  PAYNE      926     704    780    1  1 

1579  East  21st  St,  Tulsa,  OK  74114/918-742-5531 

HENLEY  GROUP  416     970    379  9 

Liberty  Lone,  Hampton,  NH  03842/603-926-5911 

HERCULES  273     402    346  4 

Hercules  Plazo.  Wilmington,  DE  19894/302-594-5000 

HERSHEY  FOODS  320     206    470  10 

100  Mansion  Rd  East,  Hershey,  PA  17033/717-534-4000 

HEWLETT-PACKARD  48       49     146  18 

3000  Hanover  St,  Palo  Alto,  CA  94304/415-857-1501 

HILLENBRAND  572     472    600  15 

Hwy  46,  Batesville,  IN  47006/812-934-7000 

HILTON  HOTELS  569     364    490  14 

9336  Civic  Center  Dr.  Beverly  Hills.  CA  90209/213-278-4321 

HOLNAM  583     941     562  13 

6211  North  Ann  Arbor  Rd,  Dundee,  Ml  48131/313-529-2411 

HOME  BENEFICIAL  906     504    625  17 

3901  West  Brood  St.  Richmond,  VA  23230/804-359-0091 

HOME  DEPOT  232     265    534  8 

2727  Paces  Ferry  Rd,  Atlanta.  GA  30339/404-433  8211 

HOME  SHOPPING  590     768    784  8 

12000  25lh  Court  N  ,  St  Petersburg.  FL  33716/813-572-8585 

HOMESTAKE  MINING        782     933     645    1  6 

650  California  St.  San  Francisco,  CA  94108/415-981-8150 


HON  INDUSTRIES  698     650  902 

414  Eost  Third  St,  Muscatine,  IA  52761/319-264-7400 
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154  HONEYWELL  146     120    294  9 

2701  Fourth  Ave  S.,  Minneopolis,  MN  55408/612-870  5200 

417  HOPMEL  (GEO.  A.)         313     441     707  10 

501  NE  16th  Ave.  Austin,  MN  55912/507  437.5611 

783  HORSEHEAD  RESOURCE     990     8S0    989  21 

613  Third  St.  Palmerton,  PA  18071/215-826-8716 


92S  HOUGHTON  MIFFLIN        830     858  858 

One  Beacon  St,  Boston,  MA  02108/617-725-5000 


20 


374  HOUSEHOLD  INTL. 


213  187 


60 


2700  Sonders  Rd.  Prospect  Heights.  IL  60070/708-564  5000 

151  HOUSTON  INDUSTRIES      219     134     137  24 

4300  Post  Oak  Pkwy.  Houston,  TX  77027/713-629-3000 

405  HUBBELL  674     433     761  9 

584  Derby-Milford  Rd,  Orange,  CT  06477/203-799-4100 

138  HUMANA  191      140    324  12 

500  West  Main  St,  Louisville,  KY  40202/502-580-1000 

845  HUNT  (J.  B.)  748     758    849  23 

615  J.B.  Hunt  Corp  Dr.  Lowell,  AR  72745/501-820-0000 

575  HUNTINGTON  BANCS.       536     436     139  3 

Huntington  Center,  Columbus,  OH  43287/614-476-8300 


10 


2  4 


24 


1  IBM  4        1  14 

Old  Orchard  Rd,  Armonk,  NY  10504/914-765-1900 

493  IBP  83     620  555 

515  IBP  Ave,  Dakota  City,  NE  68731/402-494-2061 

579  IDAHO  POWER  802     501  523 

1220  West  Idaho  St,  Boise,  ID  83707/208-383-2200 

922  IE  INDUSTRIES  809     546  648 

201  First  St  5E,  Cedar  Rapids,  IA  52401/319-398-4411 

944  ILLINOIS  CENTRAL  767     635    616  23 

233  North  Michigan  Ave.  Chicago.  IL  60601/312-819-7500 

430  ILLINOIS  POWER  501     962    273  24 

500  South  27th  St,  Decatur,  IL  62525/217-424-6600 

219  ILLINOIS  TOOL  WORKS     339     245    456  15 

3600  West  Lake  Ave,  Glenview,  IL  60625/708-724-7500 

524  IMC  FERTILIZER  565     424    532  4 

2100  Sanders  Rd,  Northbrook,  IL  60062/708-272-9200 

322  IMCERA  GROUP  475     451     449  12 

2315  Sanders  Rd.  Northbrook,  IL  60062/708-564-8600 

698  IMMUNEX  996     925    978  12 

51  University  St.  Seattle,  WA  98101/206-587-0430 

902  INB  FINANCIAL  702     668     246  3 

One  Indiana  Square,  Indianapolis,  IN  46266/317-266-6000 

{44  INGERSOLL-RAND  237     237     394  15 

200  Chestnut  Ridge,  Woodcliff  Lk,  NJ  07675/201-573-0123 

644  INLAND  STEEL  230     934    388  16 

30  West  Monroe  St,  Chicago,  IL  60603/312-346-0300 

886  INTEGRA  FINANCIAL        668     801     211  3 

300  Fourth  Ave,  Pittsburgh,  PA  15222/412-644-7669 

52  INTEL  229      57     280  9 

3065  Bowers  Ave,  Sonto  Clara,  CA  95051/408-765-8080 

740  INTELLIGENT  ELECTS.       477     726    831  18 

411  Eagleview  Blvd.  Exton,  PA  19341/215-458-5500 


488  INTERGRAPH  591 

Huntsville,  AL  35894/205-730-2000 


540    697  18 


808  INTL.  DAIRV  QUEEN 


886     799  960 
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5701  Green  Valley  Dr,  Minneapolis,  MN  55437/612-830-0200 

209  INTL.  FLAVORS  604     274    633  6 

521  West  57th  St.  New  York,  NY  10019/212-765-5500 


938  INTERNATIONAL  GAME     918     842    933  15 

520  South  Rock  Blvd.  Reno.  NV  89502/702-688-0100 

801  INTL.  MULTIFOODS         382     748    701  10 

33  South  Sixth  St.  Minneapolis,  MN  55402/612-340-3300 
90  INTERNATIONAL  PAPER      53       69     1  16  19 

Two  Manhattonville  Rd,  Purchase,  NY  10577/914-397-1500 

1000  INTL.  TECHNOLOGY         843     868    873  21 

23456  Hawthorne  Blvd.  Torrance,  CA  90505/213-378-9933 

403  INTERPUBLIC  GROUP       512     452    495  21 

1271  Ave  ol  Americas,  NY,  NY  10020/212-399-8000 

790  IOWA-ILLINOIS  GSE        793     575    583  24 

206  East  Second  St,  Davenport,  IA  52801/319-326-71  1  1 

551  IPALCO  ENTERPRISES       725     384    509  24 

25  Monument  Circle,  Indianapolis,  IN  46204/317-261-8261 

751  ITEL  403     945    321  5 

Two  North  Riverside  Plaza,  Chicago,  IL  60606/312-902-1515 

94  ITT  24       36      30  5 

1330  Ave  of  Americas.  NY,  NY  10019/212-258-1000 

800  IVAX  953     915    996  12 

8800  NW  36th  St.  Miami.  FL  33178/305-590-2200 

920  JACOBS  ENGINEERING      613     874    908  21 

251  South  Lake  Ave,  Pasadena,  CA  91101/213-681-3781 

296  JAMES  RIVER  174     462     261  19 

120  Tredegar  St,  Richmond,  VA  23219/804-644-5411 

425  JEFFERSON-PILOT  553     273    312  17 

101  North  Greene  St,  Greensboro,  NC  27401/919-691-3000 

11  JOHNSON  &  JOHNSON       70       24     172  12 

One  J8.J  Plaza,  New  Brunswick,  Nj  08933/201-524-0400 

511  JOHNSON  CONTROLS        204     425    406  9 

5757  N.  Green  Bay,  Milwaukee,  Wl  53209/414-228-1200 

412  JOSTENS  651     542    803  15 

5501  Norman  Ctr,  Minneopolis,  MN  55437/612-830-3300 

622  JWP  305     554    563  21 

2975  Westchester  Ave,  Purchase,  NY  10577/914-935-4000 


K 


74  X  MART  15       50     113  8 

3100  W  Big  Beover  Rd,  Troy,  Ml  48084/313-643-1000 

516  KANSAS  CITY  POWER      663     383    419  24 

1330  Baltimore  Ave,  Kansas  City,  MO  64105/816-556-2200 

864  KANSAS  CITY  SOUTHERN   775     661     664  23 

114  West  11th  St,  Kansas  City,  MO  64105/816-556-0303 

633  KANSAS  GSE  743     532    442  24 

120  East  First  St,  Wichita,  KS  67202/316-261-6611 

638  KANSAS  POWER  558     457    477  24 

818  Kansas  Ave,  Topeka,  KS  66601/913-296-6300 

968  KAUFMAN  &  BROAD        514     675     554  13 

10877  Wilshire  Blvd.  Los  Angeles,  CA  90024/213-443-8000 

971  KAYDON  940     802    957  15 

2860  McCrocken  St,  Muskegon,  Ml  49443/616-755-3741 

53  KELLOGG  186      85    340  10 

One  Kellogg  Square,  Battle  Creek,  Ml  49016/616-961-2000 

484  KELLY  SERVICES  486     491     828  21 

999  West  Big  Beaver  Rd,  Troy,  Ml  48084/313-362-4444 

399  KEMPER  299     887     117  17 

Route  #22,  Long  Grove.  IL  60049/708-540-2000 

957  KENNAMETAL  719     730    822  15 

Rt  981  at  Westmoreland,  Latrobe,  PA  15650/412-539-5000 


295  KERR-McGEE  241     363    363  n 

123  Kerr  Ave,  Oklahoma  City,  OK  73125/405-270-1313 

482  KEYCORP  423     286      90  3 

30  South  Pearl  St,  Albany,  NY  12207/518-486-8000 

515  KEYSTONE  INTL.  814     648    838    1  5 

9700  West  Gulf  Bank  Dr.  Houston,  TX  77040/713-466-1176 

910  KIMBALL  INTL.  742     680     863  6 

1600  Royal  St,  Jasper,  IN  47549/812-482-1600 

87  KIMBERLY-CLARK  143      103     276  19 

World  Headquarters.  Dallas,  TX  75261/214-830-1200 

479  KING  WORLD  805     431     816    1  4 

1700  Broadway,  New  York.  NY  10019/212-315-4000 

266  KNIGHT-RIDDER  367     285    450  20 

One  Herald  Plazo,  Miami,  FL  33132/305-376-3800 

903  KNOWLEDGEWARE  974     889    994  18 

3340  Peachtree  Rd  NE,  Atlanto,  GA  30326/404-231-8575 

349  KROGER  26     439    327  10 

1014  Vine  St,  Cincinnati.  OH  45202/513-762-4000 


L 


992  LA-Z-BOY  CHAIR  726     803    874  6 

1284  North  Telegraph  Rd,  Monroe,  Ml  48161/313-242-1444 

665  LAFARGE  467     606    521  13 

11130  Sunrise  Volley  Dr,  Reston,  VA  22091/703-264-3600 

652  LANCE  815     640    895  10 

8600  South  Blvd.  Charlotte,  NC  28273/704-554-1421 

948  LANDS'  END  731      875     944  8 

Five  Lands'  End  Lane,  Dodgeville,  Wl  53595/608-935-9341 

929  LAWSON  PRODUCTS        927     833    967  21 

1666  East  Touhy  Ave,  Des  Plaines,  IL  60018/708-827-9666 

888  LAWTER  INTERNATIONAL  950     822     964  4 

990  Skokie  Blvd.  Northbrook,  IL  60062/708-498-4700 

710  LEE  ENTERPRISES  871     649    823  20 

215  North  Main  St,  Davenport,  IA  52801/319-383-2100 

608  LEGENT  930     714    942  18 

8615  Westwood  Center  Dr,  Vienna,  VA  22182/703-734-9494 

775  LEGGEIT  &  PLAIT  579     767     750  6 

One  Leggett  Rd.  Carthage.  MO  64836/417-358-8131 

967  LESLIE  FAY  640     760    829  6 

1400  Broadway,  New  York,  NY  10018/212-221-4000 

614  LG&E  ENERGY  685     445    481  24 

220  West  Main  St,  Louisville,  KY  40232/502-627-2000 

19  LILLY  (ELI)  185       29    221  12 

Lilly  Corp  Center,  Indianapolis,  IN  46285/317-276-2000 

59  LIMITED  (THE)  183     110    392  8 

Two  Limited  Pkwy,  Columbus,  OH  43230/614-479-7000 

202  LIN  BROADCASTING        848     980    414  20 

1370  Ave  of  Americas.  NY,  NY  10019/212-765-1902 

297  LINCOLN  NATIONAL         103      232      64  17 

1300  S,  Clinton  St,  Fort  Wayne.  IN  46801/219-455-2000 

906  LINCOLN  IELECOMMS.      935     810     875  22 

1440  M  St,  Lincoln,  NE  68501/402-474-2211 

364  LITTON  INDUSTRIES         189     259    272  9 

360  N.  Crescent  Dr.  Beverly  Hills.  CA  90210/213-859-5000 

172  LIZ  CLAIBORNE  439     218    665  6 

1441  Broadway,  New  York,  NY  10018/212-354-4900 

256  LOCKHEED  88     136    227  l 

4500  Park  Granada  Blvd.  Calabasas,  CA  91399/818-712-2000 


646  KENTUCKY  UTILITIES       763     453  623 

One  Quality  St,  Lexington,  KY  40507/606-255-2100 


2  4 


464  LOCTIIE 

10  Columbus  I 


762     515  814 

vd.  Hartford.  CT  06106/203-520-5000 
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77  LOEWS  57       45      44  17 

667  Madison  Ave.  New  York,  NY  10021/212-545-2000 

271  LONG  ISLAND  LIGHTING    350      142     187  24 

175  East  Old  Country  Rd,  Hicksville.  NY  1  1801/516-933-4590 

655  LONGS  DRUG  STORES      365     552     762  12 

141  North  Civic  Or.  Walnut  Creek.  CA  94596/415-937-1170 

719  LONGVIEW  FIBRE  695     608    698  7 

Fibre  Way,  Longview.  WA  98632/206-425-1550 

562  LORAL  427     437     433  9 

600  Third  Ave,  New  York,  NY  10016/212-697-1105 

510  LOTUS  DEVELOPMENT       688     824     744  18 

55  Cambridge  Pkwy.  Cambridge,  MA  02142/617-577-8500 

487  LOUISIANA  LAND  631      583     610     l  1 

909  Poydras  St,  New  Orleans.  LA  701  12/504  566-6500 

497  LOUISIANA-PACIFIC         426     418     466  19 

111  SW  Fifth  Ave,  Portland,  OR  97204/503-221-0800 

503  LOWE'S  303     493    613  8 

Hwy  268  Eost,  North  Wilkesboro,  NC  28659/919-651-4000 

952  LSI  LOGIC  703     946     714  9 

1551  McCarthy  Blvd.  Milpitas.  CA  95035/408-433-8000 

352  LUBRIZOl  488     234    637  4 

29400  Lakeland  Blvd.  Wickliffe,  OH  44092/2 16-943  1200 

816  LUBY'S  CAFETERIAS        869      732     924    1  4 

2211  NE  Loop  410.  San  Antonio,  TX  78217/512-654-9000 

993  LUKENS  690     646    844  16 

50  South  First  Ave,  Coatesville.  PA  19320/215-383-2000 
350  LYONDELl  142      130     585  4 

1221  McKinney  St.  Houston.  TX  77253/713-652-7200 


M 


701  MAGMA  POWER  976      754     881  24 

1  1770  Bernardo  PI  Cl,  San  Diego,  CA  92128/619-487-9412 

653  MANOR  CARE  664      756     679  12 

10750  Columbia  Pike,  Silver  Spring.  MD  2090 1  / 30 1  593-9600 

339  MANUF.  HANOVER  1  17      304      20  3 

270  Park  Ave,  New  York,  NY  10017/212-270-6000 

612  MANUFACTURERS  NATL.    554      370     1  32  3 

Renaissance  Ctr.  Detroit.  Ml  48243/313-222-4000 


414  MAPCO 

1800  S  Baltimore  Av 


307     318  520 

Tulsa,  OK  74119/918  581  1800 


49  MARION  MERRELL  DOW    349       90     455  12 

9300  Ward  Pkwy.  Konsas  City.  MO  64114/816-966-4000 

370  MARRIOTT  121      631     233  14 

Marriott  Dr.  Washington.  DC  20058/301-380-9000 

106  MARSH  &  MCLENNAN       317      153     438  17 

1166  Ave  of  Americas,  NY,  NY  10036/212-345-5000 

702  MARSHALL  &  ILSLEY       646     490     214  3 

770  North  Water  St,  Milwaukee,  Wl  53202/414-765-7801 

277  MARTIN  MARIETTA  153      137     352  1 

6801  Rockledge  Dr,  Bethesda.  MD  20817/301-897  6000 

201  MASCO  272      305     342  6 

21001  Van  Born  Rd.  Toylor,  Ml  48180/313-274  7400 
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MASCO  INDUSTRIES  473 

21001  Van  Born  Rd,  Taylor,  Ml  4818 


938  460 

1/313-274  7400 


MATTEL  487      417     680  14 

333  Continental  Blvd.  El  Segundo,  CA  90245/213-524-2000 

MAXUS  ENERGY  689     902     566  11 

717  North  Harwood  St,  Dallas,  TX  75201/214-953-2000 

MAXXAM  363     292    393  16 

5847  San  Felipe,  Houston,  TX  77057/718  266-8559 

MAY  DEPT.  STORES  86       88     199  8 

611  Olive  St.  St  Louis.  MO  63101/314-342-6300 

MAYTAG  284      392     423  6 

403  West  Fourth  St  North,  Newton,  IA  50208/515-792-8000 

MBIA  916      328     475  17 

113  King  St,  Armonk,  NY  10504/914-273-4545 

McCAW  CELLULAR  592      121     191  22 

5400  Carillon  Point.  Kirkland.  WA  98033/206-827-4500 


McCLATCHY  NEWS.  831      800  821 

2100  0  St,  Sacramento.  CA  95816/916-321-1000 


McCORMICK  522     500    675  10 

1  1350  McCormick  Rd.  Hunt  Valley,  MD  21031/301-771-7301 

McDERMOTT  INTL.  291      964     358  21 

1010  Common  St.  New  Orleans.  LA  70112/504-587-5400 

McDonald's  137     46   1 56  u 

One  McDonald's  Plaza,  Oak  Brook,  IL  60521/708-575-3000 

McDonnell  douglas     37    172   105  1 

McDonnell  8,  Airport,  St   Louis,  MO  63134/314-232-0232 

McGRAWHIlL  407      257     426  20 

1221  Ave  of  Americas,  NY,  NY  10020/212-512-4444 

MCI  COMMUNICATIONS      1  18      156     201  22 

1133  19th  St  NW,  Washington,  DC  20036/202-872-1600 

McRESSON  106     401     436  12 

One  Post  St,  San  Francisco,  CA  94104/415-983-8300 

MCN  546     723    559  24 

500  Griswold  St,  Detroit,  Ml  48226/313-256-5500 

MDU  RESOURCES  GROUP  864      784     663  24 

400  North  Fourth  St,  Bismarck,  ND  58501/701-222-7900 

MEAD  198     375    338  19 

Courthouse  Plaza  NE,  Dayton,  OH  45463/513-495-6323 

MEASUREX  894     836    879  9 

One  Results  Way,  Cupertino.  CA  95014/408-255-1500 

MEDCO  CONTAINMENT      555     666     772  12 

1900  Pollitt  Dr.  Fair  Lawn.  NJ  07410/201-794-7000 

MEDIA  GENERAL  721      807     717  20 

333  East  Grace  St.  Richmond.  VA  23219/804  649-6000 

MEDICAL  CARE  INTL.       91  1      769     876  12 

5080  Spectrum  Dr,  Dallas,  TX  75248/214-851-2600 

MEDITRUST  975      774     705     1  2 

128  Technology  Center.  Waltham.  MA  02154/617-736-1500 

MEDTRONIC  601      333    668  12 

7000  Central  Ave  NE.  Minneapolis.  MN  55432/612-574-4000 

MELLON  BANK  255      255      62  3 

One  Mellon  Bank  Center,  Pittsburgh,  PA  15258/412-234-5000 

MELVILLE  102      1  15     331  8 

One  Theall  Rd.  Rye.  NY  10580/914-925-4000 

MENTOR  GRAPHICS         823     819    807  18 

8005  SW  Boeckman.  Wilsonville.  OR  97070/503-685-7000 
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MERCANTILE  BANCORP.    665     566  212 

Mercantile  Tower,  St  Louis.  MO  63166/314-425-2525 

MERCANTILE  BANKS.        803     522  314 

Two  Hopkins  Plaza.  Baltimore,  MD  21201/301-237-5900 

MERCANTILE  STORES        361      334  543 

9450  Seward  Rd,  Fairfield,  OH  45014/513-860-8000 


207  12 


MERCK  120  10 

Rahway,  NJ  07065/201-594-4000 

MERCURY  FINANCE  97  1      828  843 

40  Skokie  Blvd,  Northbrook,  IL  60062/708-564-3720 

MEREDITH  669     919  754 

1716  Locust  St,  Des  Moines,  IA  50336/515-284-3000 

MERIDIAN  BANCORP        532     618  138 

35  North  Sixth  St,  Reading,  PA  19601/215-320-2000 

MERRILL  LYNCH  71      231  17 

250  Vesey  St,  New  York,  NY  10281/212-449  1000 

MERRY-GO-ROUND  715     693  922 

3300  Fashion  Way,  Joppa,  MD  21085/301-538  1000 

METRO  MOBILE  CTS        907      963  855 

110  East  59th  St.  New  York,  NY  10022/212-605  0800 

MEYER  (FRED)  347     725  669 

3800  SE  22nd  Ave,  Portland.  OR  97202/503-232-8844 

MICRON  TECHNOLOGY      858     917  756 

2805  East  Columbia  Rd,  Boise.  ID  83706/208-368-4000 

MICROSOFT  485     131  587 

One  Microsoft  Way,  Redmond,  WA  98052/206-882-8080 

MIDWEST  RESOURCES       624     519  643 

401  Douglas  St,  Sioux  City,  IA  51  101/712-277-7400 

MILLER  (HERMAN)  627      633  795 

8500  Byron  Rd.  Zeeland,  Ml  49464/616-772-3300 

MILLIPORE  683     787  736 

80  Ashby  Rd.  Bedford.  MA  01730/617-275-9200 

MINE  SAFETY  800     770  836 

121  Gamma  Dr,  Pittsburgh,  PA  15238/412-967-3000 

MINNESOTA  MINING  52       22  148 

3M  Center,  St  Poul,  MN  55144/612-733  1 110 

MINNESOTA  POWER        798     477  538 

30  West  Superior  St.  Duluth,  MN  55802/218-722-2641 

MIPS  COMPUTER  948     903  945 

950  DeGuigne  Dr,  Sunnyvale,  CA  94086/408-720-1700 


1  8 


24 


MITCHELL  ENERGY 


659     628  457 


2001  Timberloch,  The  Woodlands,  TX  77380/713-377-5500 

MNC  FINANCIAL  271      992      69  3 

100  South  Charles  St,  Baltimore.  MD  21201/301-605-500 

MOBIL  5        8      38  n 

3225  Gallows  Rd.  Fairfax,  VA  22037/703-846-3000 

M01EX  705     523    755  9 

2222  Wellington  Court,  Lisle,  IL  60532/708-969-4550 

MONSANTO  98       77     178  4 

800  North  Lindbergh  Blvd.  St  Louis.  MO  63167/314-694-1000 

MONTANA  POWER  812     407     484  24 

40  East  Broadway,  Butte,  MT  59707/406-723-5421 

MORGAN  (J.  P.)  79       48      1  1  3 

60  Wall  St.  New  York,  NY  10260/212-483-2323 

MORGAN  STANLEY  160      175      21  17 

1251  Ave  of  Americas.  NY.  NY  10020/212-703-4000 
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697  MORRISON  KNUDSEN        4S8      715     678    2  1 

720  Park  Blvd.  Boise.  ID  83729/208-386-5000 

284  MORTON  INTL.  424     302     496  4 

100  North  Riverside  Plaza,  Chicago,  IL  60606/312-807  2000 

66  MOTOROLA  75       89     189  9 

1303  East  Algonquin  Rd.  Schaumburg,  IL  60196/708-397-5000 

611  MULTIMEDIA  795     616    794  20 

305  South  Main  St,  Greenville,  SC  29602/803-298-4373 

451  MURPHY  OIL  391     385    461     1 1 

200  Peach  St,  El  Dorado,  AR  71730/501-862-6411 

602  MVLAN  LABORATORIES     973     729    958  12 

1030  Century  Bldg,  Pittsburgh,  PA  15222/412-232-0100 


JV 


987  NABORS  INDUSTRIES       932     857    937    1  1 

515  West  Greens  Rd,  Houston.  TX  77067/713-874-0035 

965  NACCO  INDUSTRIES         508     749    550    1 1 

12800  Shaker  B'vd,  Cleveland,  OH  44120/216-752-1000 

305  NALCO  CHEMICAL  545     314    653  4 

One  Nalco  Center,  Naperville,  IL  60563/708-305-1000 

292  NATIONAL  CITY  324     190      75  3 

1900  East  Ninth  St,  Cleveland,  OH  44114/216-575-2000 

676  NATIONAL  FUEL  GAS       638     615    552  24 

10  Lafayette  Square.  Buffalo.  NY  14203/716-857-7000 


427  NATL.  HEALTH  LABS.       785     446     869  12 

7590  Fay  Ave,  La  Jolla,  CA  92037/619-454-3314 

189  NATL.  MEDICAL  ENTS.      236      180     337  12 

2700  Colorado  Ave.  Santa  Monica.  CA  90404/213-315-8000 

636  NATL.  SEMICONDUCTOR    438     978    61  1  9 

2900  Semiconductor  Dr.  Santo  Clara,  CA  95051/408-721-5000 

447  NATL.  SERVICE  INDS.      461     390    671  9 

1420  Peachtree  St  NE,  Atlanta.  GA  30309/404-853-1000 

554  NAVISTAR  INTL.  233     943    365  2 

455  N  Cityfront  Plaza  Dr.  Chicago.  IL  60611/312-836-2000 

249  NBD  BANCORP  323     173      67  3 

611  Woodward  Ave.  Detroit,  Ml  48226/313-225-1000 

792  NCH  694     655    837  6 

2727  Chemsearch  Blvd.  Irving.  TX  75062/214-438-021  1 

218  NCNB  136     125      18  3 

101  Tryon  St.  Charlotte.  NC  28255/704-386-5000 

97  NCR  148     122    304  18 

1700  S  Patterson  Blvd.  Dayton,  OH  45479/513-445-5000 

805  NEIMAN  MARCUS  GROUP  443     837    629  8 

27  Boylston  St.  Chestnut  Hill,  MA  02167/617-232-0760 

619  NERCO  649     454    539  n 

500  NE  Multnomah,  Portland,  OR  97232/503-731-6600 

962  NETWORK  SYSTEMS         942     839     893  18 

7600  Boone  Ave  N.,  Minneapolis,  MN  55428/612-424-4888 


912  NEUTROGENA 


920     880  969 


5760  West  96th  St,  Los  Angeles,  CA  90045/213-642-1150 

732  NEVADA  POWER  796     808     605  24 

6226  West  Sahara  Ave,  Las  Vegas,  NV  89102/702-367-5000 


380  NEW  ENGLAND  ELECTRIC   419      174     302  24 

25  Research  Dr,  Westboro.  MA  01582/508-366-9011 

708  NEW  PLAN  REALTY         991      711     887  13 

1120  Ave  of  Americas,  NY,  NY  10036/212-869-3000 

390  NEW  YORK  STATE  ESG    483     272     296  24 

4500  Vestal  Pkwy  East,  Binghamton,  NY  13902/607-729-2551 

367  NEW  YORK  TIMES  428     529    454  20 

229  West  43rd  St,  New  York,  NY  10036/212-556-1234 

362  NEWELL  585     386    696  15 

29  Eost  Stephenson  St,  Freeport,  IL  61032/815-235-4171 

163  NEWMONT  GOLD  708     298     740  16 

1700  Lincoln  St,  Denver,  CO  80203/303-863-7414 

248  NEWMONT  MINING         691      253    672  16 

1700  Lincoln  St,  Denver,  CO  80203/303-863-7414 

334  NIAGARA  MOHAWK         276     444     208  24 

300  Erie  Blvd  West,  Syracuse,  NY  13202/315-474-151  1 

498  NICOR  476     360    451  24 

1700  West  Ferry  Rd,  Naperville,  IL  60563/708-305-9500 

168  NIKE  326     166    567  6 

One  Bowerman  Dr,  Beoverton,  OR  97005/503-671-6453 

452  NIPSCO  INDUSTRIES        479     306    351  24 

5265  Hohman  Ave,  Hammond,  IN  46320/219-853-5200 

615  NL  INDUSTRIES  621     412    487  4 

3000  N  Sam  Houston  E  .  Houston,  TX  77032/713-987-5000 

685  NOBLE  AFFILIATES         905     775    785  n 

110  West  Broadway.  Ardmore,  OK  73401/405-223-41  10 

859  NORDSON  856     772    909  15 

28601  Clemens  Rd.  Westlake,  OH  44145/216-892-1580 
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237  NORDSTROM  301      354     493  8 

1501  Fifth  Ave,  Seattle,  WA  98101/206-628-2111 

88  NORFOLK  SOUTHERN        203       74     160  23 

Three  Commercial  Place.  Norfolk.  VA  23510/804-629-2600 

289  NORTHEAST  UTILITIES      332     181     234  24 

107  Selden  St.  Berlin.  CT  06037/203-665-5000 
310  NORTHERN  STATES  396      228     297  24 

414  Nicollet  Moll.  Minneapolis.  MN  55401/612-330-5500 

483  NORTHERN  TRUST  523      356     140  3 

50  South  La  Salle  St,  Chicago,  IL  60675/312-630-6000 

474  NORTHROP  173      207     378  1 

1840  Century  Park  E  .  Los  Angeles,  CA  90067/213-553-6262 

262  NORWEST  254      169      56  3 

Sixth  8.  Marquette,  Minneapolis.  MN  55479/612-667-1234 

873  NOVACARE  957      869     983  12 

2570  Bl  Generals,  Valley  Forge,  PA  19482/215-631-9300 

185  NOVELL  776     368    793  18 

122  East  1700  South,  Provo,  UT  84601  /801-379-5900 


373  NUCOR  484      475     652  16 

4425  Randolph  Rd.  Charlotte,  NC  28211/704-366-7000 

37  NYNEX  47       37      68  22 

1113  Westchester,  Wt  Plains.  NY  10604/914-644-6000 


0 


107  OCCIDENTAL  PETROLEUM     23     999      86  11 

10889  Wilshire  Blvd.  Los  Angeles,  CA  90024/213-879-1700 

563  OCEAN  DRILLING  909     644    686  n 

1600  Canal  St.  New  Orleans,  LA  701  12/504-561-2811 

919  OFFICE  DEPOT  7  16     893    931    2  1 

851  Broken  Sd  Pky  NW,  Boca  Roton.  FL  33487/407-994-2131 

589  OODEN  472      572     411  5 

Two  Pennsylvania  Plazo,  New  York.  NY  10121/212-868-6000 


626  OODEN  PROJECTS  852     706    499  24 

40  Lane  Rd.  Fairfield,  NJ  07007/201-882-9000 
658  OHIO  CASUALTY  464     470     374  17 

136  North  Third  St,  Hamilton,  OH  45025/513-867-3000 

242  OHIO  EDISON  376      162     204  24 

76  South  Main  St,  Akron.  OH  44308/216-384-5100 

394  OKLAHOMA  GSE  542     303     427  24 

321  N.  Harvey  Ave.  Oklahoma  City,  OK  73102/405-272-3000 

706  OLD  KENT  FINANCIAL      635     428     198  3 

1  Vondenberg  Ctr,  Grand  Rapids.  Ml  49503/616-771-5000 

756  OLD  REPUBLIC  INTL.       540      380     370  17 

307  North  Michigan  Ave,  Chicogo,  IL  60601/312-346-8100 

591  OLIN  334     438    502  4 

120  Long  Ridge  Rd,  Stamford,  CT  06904/203-356-2000 

666  OMNICOM  GROUP  551     591     540  21 

437  Madison  Ave,  New  York.  NY  10022/212-415-3600 


950  ONEOK  696      744  661 

100  West  Fifth  St,  Tulsa,  OK  74103/918-588-7000 


24 
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486 

ORACLE  SYSTEMS           588     562     700  18 

500  Oracle  Pkwy,  Redwood  Shores.  CA  94065/415-506-7000 

31 

PACIFIC  TELESIS  GROUP     92       32  85 

130  Kearny  St,  Son  Francisco.  CA  94108/415-882-8000 

22 

15 

PEPSICO                      34       31     100  6 

700  Anderson  Hill  Rd,  Purchase,  NY  10577/914-253-2000 

916 

ORANGE  &  ROCKLAND     759     651     656  24 

One  Blue  Hill  PI020,  Pearl  River.  NY  10965/914-352-6000 

126 

PACIFICORP                 235      96  127 

700  NE  Multnomah.  Portland,  OR  97232/503-731-2000 

24 

571 

PERKIN-ELMER              639     632  699 

761  Main  Ave,  Norwalk.  CT  06859/203-762-1000 

9 

744 

OREGON  STEEL  MILLS      863     777    921  16 

14400  N.  Rivergole  Bl,  Portlond.  OR  97203/503-286-9651 

820 

PAINEWEBBER  GROUP      293     956  93 

1285  Ave  of  Americas,  NY,  NY  10019/212-713-2000 

17 

570 

PETRIE  STORES             529     816  692 

70  Enterprise  Ave,  Secaucus,  NJ  07094/201-866-3600 

8 

214 

ORYX  ENERGY              393     201  274 

5656  Blockwell.  Dallas.  TX  75231/214-890-6000 

1  1 

353 

PALL                        727     497  728 

2200  Northern  Blvd.  East  Hills,  NY  1  1548/516-484-5400 

5 

28 

PFIZER                        144       47  182 

235  East  42nd  St,  New  York,  NY  10017/212-573-2323 

12 

770 

OSHKOSH  B'GOSH          866     764  949 

112  Oner  Ave,  Oshkosh.  Wl  54901/414-231-8800 

6 

448 

PANHANDLE  EASTERN      292     985    255  24 

5400  Westheimer  Court,  Houston,  TX  77056/713-627-5400 

279 

PHELPS  DODGE              329      101  404 

2600  N  Central  Ave,  Phoenix,  AZ  85004/602-234-8100 

16 

728 

OVERSEAS  SHIPHOLDING   836     573  560 

1114  Ave  of  Americas.  NY,  NY  10036/212-869-1222 

23 

137 

PARAMOUNT  COMMUNS.    228     193  236 

15  Columbus  Circle,  New  York,  NY  10023/212-373-8000 

14 

838 

PHH                         401     602    305  23 

1  1333  McCormick  Rd,  Hunt  Valley,  MD  21031/301-771-3600 

S46 

OWENS-CORNING            277      476     51  1 

Fiberglas  Tower,  Toledo,  OH  43659/419-248-8000 

13 

877 

PARKER  DRILLING          966     931  912 

Eight  East  Third  St.  Tulsa,  OK  74103/918-585-8221 

1  1 

162 

PHILADELPHIA  ELECTRIC    239     378  125 

2301  Market  St,  Philadelphia,  PA  19101/215-841-4000 

24 

n 

453 

PARKER  HANNIFIN          343     376  483 

17325  Euclid  Ave,  Cleveland,  OH  44112/216-531-3000 

15 

3 

PHILIP  MORRIS                8        4  32 

120  Park  Ave,  New  York,  NY  10017/212-880-5000 

6 

465 

PENN  CENTRAL             388     396  356 

One  East  Fourth  St.  Cincinnati,  OH  45202/513-579-6600 

5 

83 

PHILLIPS  PETROLEUM        46       79     131     1 1 

Fourth  8,  Keeler  Sts,  Bartlesville,  OK  74004/918-661-6600 

r 

95 

PENNEY  (J.  C.)               36       65  124 

14841  N  Dallas  Pkwy,  Dallas,  TX  75240/214-591-1000 

8 

550 

PINNACLE  WEST            468     387     222  24 

400  East  Van  Buren  St,  Phoenix.  AZ  85072/602-234-1  142 

440 

PACCAR                     309     535  401 

777  106th  Ave  NE.  Bellevue,  WA  98004/206-455-7400 

2 

208 

PENNSYLVANIA  POWER     357      133  209 

Two  North  Ninth  St.  Allentown.  PA  18101/215-770-5151 

24 

408 

PIONEER  HI-BRED          603     518    606  10 

700  Capital  Square.  Des  Moines,  IA  50309/515-245-3500 

221 

PACIFIC  ENTERPRISES      1  31     947  218 

533  West  Fifth  St,  Los  Angeles,  CA  90071/213-895-500C 

24 

228 

PENNZOIL                    362     41  1  277 

Pennzoil  Place.  Houston,  TX  77252/713-546-4000 

1  1 

164 

PITNEY  BOWES             274     216  256 

One  Elm  Croft  Rd,  Stamford,  CT  06926/203-356-5000 

18 

51 

PACIFIC  GAS  &  ELECTRIC   93       33  83 

77  Beale  St.  San  Francisco.  CA  94106/415-972-7000 

24 

656 

PEOPLES  ENERGY           578     559    537  24 

122  South  Michigan  Ave,  Chicago,  IL  60603/312-431-4000 

695 

PITTSTON                     420     636  634 

One  Pickwick  Plazo,  Greenwich,  CT  06836/203-622-0900 

1  1 

490 

PACIFIC  TELECOM           71  1     404  514 

805  Broadway.  Vancouver,  WA  98660/206-696-0983 

22 

721 

PEP  BOYS                   628     681     726  8 

3111  W.  Allegheny,  Philadelphia,  PA  19132/215-229-9000 

848 

PIITWAY                     61  1      814  724 

333  Skokie  Blvd.  Northbrook,  IL  60065/708-498-1260 

5 

The  number  to  the  left  of  the  company  's  name  identifies  its  rank  in  market  value  among  The  Business  Week  1000. 
For  explanation  of  other  rankings,  see  page  187. 
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225  PNC  FINANCIAL  193     495      34  3 

Fifth  Ave  at  Wood  St,  Pittsburgh.  PA  15222/412-762-2000 

446  POLAROID  405     281     519  u 

549  Technology  Square,  Cambridge,  MA  02139/617-577-2000 

567  POLICY  MANAGEMENT      859     696    815  17 

1-77  &  U  S  21  North.  Blythewood.  SC  29016/803-735-4000 

618  PORTLAND  GENERAL        642      362     416  24 

121  SW  Salmon  St.  Portlond.  OR  97204/503-464-8000 

564  POTLATCH  538     394    516  19 

One  Maritime  Plaza.  Son  Francisco.  CA  94111/415-576-8800 

294  POTOMAC  ELECTRIC        499     260    278  24 

1900  Perm  Ave  NW.  Wash.  DC  20068/202-872-2000 

118  PPG  INDUSTRIES  158      95    252    1  3 

One  PPG  Ploce,  Pittsburgh.  PA  15272/412-434-3131 

694  PRECISION  CASIPARTS     777      733     846    1  6 

4600  SE  Homey  Dr.  Portland,  OR  97206/503-777-3881 

690  PREMARK  INTL.  318     592     468  5 

1717  Deerfield  Rd.  Deerfield.  IL  60015/708  405-6000 


360  PREMIER  INDUSTRIAL       710     468  880 

4500  Euclid  Ave,  Cleveland.  OH  44103/216-391-8300 


2  1 


313  PRICE 

4649  Moreno  i 


162     325  557 

vd.  Son  Diego,  CA  92117/619-581-4600 


977  PRICE  (T.  ROWE)  938     846     959  17 

100  East  Pratt  St.  Baltimore.  MD  21202/301-547-2000 

199  PRIMERICA  151      1  19      89  17 

65  East  55th  St,  New  York,  NY  10022/212-891-8900 

10  PROCTER  «  GAMBLE         19       1  2      87  6 

One  P&G  Plaza,  Cincinnati,  OH  45202/513-983-1  100 

424  PROGRESSIVE  510     414    413  17 

6000  Parkland  Bl.  Mayfield  Hts,  OH  44)24/216-464-8000 

795  PROMUS  596     823    571  14 

1023  Cherry  Rd,  Memphis,  TN  381  17/901-762-8600 

543  PROVIDENT  LIFE  314     248     1  18  17 

One  Fountain  Square,  Chattanooga.  TN  37402/615-755-1011 

568  PSI  RESOURCES  599     326    474  24 

1000  East  Main  St.  Plomfield,  IN  46168/317-839-9611 


472  PS  OF  COLORADO  437     289    375  24 

550  15th  St,  Denver,  CO  80202/303-571-7511 
953  PS  OF  NEW  MEXICO        641      914     444  24 

Alvorado  Square,  Albuquerque,  NM  87158/505-848-2700 


112  PUBLIC  SERVICE  ENT.      196       67  109 

80  Park  Plazo,  Newark.  NJ  07101/201-430-7000 

947  PUGET  SOUND  BANCORP  792     637  299 

1119  Pacific  Ave.  Tacoma.  WA  98402/206-593-3600 

480  PUGET  SOUND  POWER     612     310  422 

411  108th  St  NE.  Bellevue.  WA  98004/206-454-6363 


2  4 


939  PURITAN-BENNETT 


901     871     948  12 


9401  Indian  Creek.  Overland  Pk.  KS  66210/913-661-0444 
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155  QUAKER  0A1S  18)      197     386  10 

321  North  Clark  St.  Chicago.  IL  60610/312-222-7111 

825  QUALITY  FOOD  CENTERS   857      872     991  10 

10116  NE  8th  St,  Bellevue,  WA  98004/206-455-3761 

689  QUANTUM  677     520    839  18 

184  McCarthy  Blvd.  Milpitas.  CA  95035/408-432-1  100 

844  QUANTUM  CHEMICAL        328     844     376  4 

99  Park  Ave.  New  York.  NY  10016/212-949-5000 

671  QUESTAR  772     561     649  24 

180  E.  100th  S_,  Salt  Loke  City.  UT  84147/801-534-5000 

104  RALSTON  PURINA  127      108     307  10 

Checkerboard  Square,  St  Louis.  MO  63164/314-982-1000 

526  RAYCHEM  547      973     588  9 

300  Constitution  Dr.  Menlo  Park.  CA  94025/415-361-3333 

133  RAYTHEON  95       73     251  9 

141  Spring  St,  Lexington.  MA  02173/617-862-6600 

167  READER'S  DIOEST  381      238    517  20 

Reader's  Digest  Rd.  Pleasantville,  NY  10570/914-238-1000 
239  REEBOK  INTERNATIONAL    386      250     580  6 

100  Technology  Ctr,  Stoughton.  MA  02072/617-341-5000 

830  RELIANCE  GROUP  240     344     151    1  7 

55  East  52nd  Street,  New  York,  NY  10055/212-909-1100 

342  REPUBLIC  NEW  YORK      310     221      59  3 

452  Fifth  Ave,  New  York,  NY  10018/212-525-5000 

179  REYNOLDS  METALS  157      158     245  16 

6601  West  Broad  St,  Richmond,  VA  23230/804-281-2000 

110  RHONE-POULENC  RORER   300     913    330  12 

500  Virginia  Dr.  Fort  Washington,  PA  19034/215-628-6000 


357  RITE  AID  263     381     526    1  2 

431  Railroad  Ave,  Shiremanstown,  PA  17011/717-761-2633 

428  RJR  NABISCO  HOLDINGS     43     995      47  6 

1301  Ave  of  Americas,  NY,  NY  10019/212-258-5600 

361  ROADWAY  SERVICES        295     342     590  23 

1077  Gorge  Blvd.  Akron,  OH  44309/216-384-8184 

738  ROCHESTER  G&E  647      551     503  24 

89  East  Ave,  Rochester,  NY  14649/716-546-2700 

620  ROCHESTER  TELEPHONE     733     609     619  22 

180  South  Clinton  Ave,  Rochester,  NY  14646/716-777-1000 

669  ROCKEFELLER  CENTER      958     691     568  13 

1166  Ave  of  Americas  NY,  NY  10036/212-841  7760 

91  ROCKWELL  INTL.  58       58     171  5 

2230  East  Imperial  Hwy,  El  Segundo.  CA  90245/213-647-5000 

223  ROHM  &  HAAS  306     214     412  4 

Ind  Mall  West,  Philadelphia,  PA  19105/215-592-3000 

784  ROLLINS  821      790     953  21 

2170  Piedmont  Rd  NE,  Atlanta,  GA  30324/404-888-2000 

679  ROLLINS  ENV.  922     788    925  21 

400  Bellevue  Pkwy,  Wilmington.  DE  19809/302-479-2700 

556  ROUSE  773     916    434  13 

10275  Little  Patuxent,  Columbia,  MD  21044/301-992-6000 

657  ROWAN  878     912     734  11 

2800  Post  Oak  Blvd.  Houston.  TX  77056/713-621-7800 

723  RPM  791      762    856  13 

2628  Pearl  Rd,  Medina,  OH  44256/216-273-5090 

184  RUBBERMAID  478      293     638  15 

1147  Akron  Rd,  Wooster,  OH  44691/216-264-6464 


529  RUSSELL  679     514     710  6 

One  Lee  St,  Alexander  City,  AL  35010/205-329-4000 

943  RYAN'S  FAMILY  STEAK     892     815     946  14 

405  Lancaster  Ave,  Greer,  SC  29650/803-879-1000 

423  RYDER  SYSTEM  188     447     268  23 

3600  NW  82nd  Ave,  Miami,  FL  33166/305-593-3726 


s 


269  SAFECO  275     171     158  17 

4333  Brooklyn  Ave  NE,  Seattle,  WA  98185/206-545-5000 

311  SAFETY-KLEEN  740      578     737  21 

777  Big  Timber  Rd,  Elgin,  IL  60123/708-697-8460 

407  SAFEWAY  STORES  39     430     295  10 

201  Fourth  St.  Oakland.  CA  94660/415-891-3000 

211  SALOMON  99      154        8  17 

One  New  York  Plazo.  New  York.  NY  10004/212-747-7000 

278  SAN  DIEGO  GSE  429     212    347  24 

101  Ash  St,  Son  Diego.  CA  92101/619-696-2000 

898  SANFORD  954     813    975  15 

2711  Washington  Blvd.  Bellwood,  IL  60104/708-547-6650 

555  SANTA  FE  ENERGY  846     864     683     l  l 

1616  South  Voss.  Houston,  TX  77057/713-783-2401 

439  SANTA  FE  PACIFIC  37  1      97  1     224  23 

1700  East  Gulf  Rd,  Schaumburg,  IL  60173/312-786-6000 


UUUV.lH.ai    LilOl    Ul  AjUIII 


The  number  to  the  left  of  the  company  's  name  identifies  its  rank  in  market  value  among  The  Business  lieek  1(100. 
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63  SARA  LEE  62       87  206 

90  Wesi  Modison  St,  Chicago.  IL  60602/312-726-2600 

709  SAVANNAH  FOODS  544     617  812 

Two  East  Bryan  St,  Savannah,  GA  31401/912-234-1261 

757  SBARRO  925     849  971 

763  Larkfield  Rd.  Commock.  NY  1  1725/516-864-0200 

413  SCAN A  566     235  384 

1426  Mom  St,  Columbia,  SC  29201  /803-748-3000 


72  SCECORP 


126 


42      96  24 


2244  Walnut  Grove  Ave.  Rosemead.  CA  9 1 770/8 1 8-"302- 12 1 2 

46  SCHERING-PLOUGH  266       70     328  12 

One  Girolda  Farms.  Modison,  NJ  07940/201-822-7000 

36  SCHLUMBERGER  180      68     259  n 

277  Park  Ave.  New  York.  NY  10172/212-350-9400 

647  SC HULM AN  (A.)  670     688    865  4 

3550  West  Market  St,  Akron.  OH  44333/216-666-3751 
854  SCHWAB  (CHARLES)         7  1  7      865     329  17 

101  Montgomery  St.  San  Francisco.  CA  94704/415-627-7000 


712  SCIMED  LIFE  SYSTEMS      968     804     993  12 

6655  Wedgwood  Rd.  Maple  Grove.  MN  55369/612-420-0700 

989  SCIENTIFIC-ATLANTA        752     7  19    857  22 

One  Technology  Pkwy,  Norcross,  GA  30092/404-441-4000 

206  SCOTT  PAPER  176      287     239  19 

Scott  Pla;a,  Philadelphia.  PA  19113/215-522-5000 

406  SCRIPPS  (E.  W.)  527     622     556  20 

1105  North  Market  St,  Wilmington,  DE  19899/302-478-4141 

863  SCRIPPS  HOWARD  865      759     788  20 

1100  Cent   Trust  Twr,  Cincinnati.  OH  45202/513-977-3000 

558  SEAGATE  TECHNOLOGY      327      391     505  18 

920  Disc  Dr.  Scotts  Valley,  CA  95067/408-438-6550 

47  SEARS,  ROEBUCK  7       38      10  8 

233  South  Wocker  Dr,  Chicago.  IL  60684/312-875-2500 

190  SECURITY  PACIFIC  80      269      15  3 

333  South  Hope  St.  Los  Angeles.  CA  90071/213-345-6211 

892  SENSORMATIC  919     840     896  9 

500  NW  12th  Ave.  Deerfield  Beoch.  FL  33442/305-427-9700 


778  SEQUA  379     547    439  l 

200  Park  Ave,  New  York,  NY  10166/212-986-5500 

974  SEQUENT  COMPUTER        904     853     917  18 

15450  SW  Koll  Pkwy.  Beaverton.  OR  97006/503-626-5700 

501  SERVICE  CORP.  INTL.      756     536    564  21 

1929  Allen  Pkwy,  Houston.  TX  77019/713-522-5141 

865  SERVICE  MERCHANDISE     260     549    508  8 

1800  Service  Mdse  Dr,  Brentwood.  TN  37027/615-660-7252 

961  SHARED  MEDICAL  835     830    900  18 

51  Valley  Stream  Pkwy.  Malvern,  PA  19355/215-296-6300 
704  SHAW  INDUSTRIES  457      553     7  1  2  15 

616  East  Walnut  Ave.  Dalton,  GA  30720/404-278-3812 

846  SHAWMUT  NATIONAL       316     975      76  3 

777  Main  St,  Hartford,  CT  06115/203-728-2000 

330  SHERWIN-WILLIAMS         375      336     558    1  3 

101  Prospect  Ave.  Cleveland.  OH  441  15/216-566-2000 

754  SHONEY'S  616      765     848  14 

1727  Elm  Hill  Pike.  Nashville.  TN  37210/615-391-5201 


Shepard's  Citations,  available  on-line 
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824  SIERRA  PACIFIC  801     623    593  24 

6100  Neil  Rd.  Reno.  NV  8951  1/702-689-3600 

348  SIGMA  ALDRICH  774     492     797     1  2 

3050  Spruce  St,  St.  Louis,  MO  63103/314-771-5765 

9S5  SIGNET  BANKING  495     662     144  3 

7  North  Eighth  St,  Richmond.  VA  23219/804-771-7322 
616  SILICON  GRAPHICS  794     677     851     1  8 

2011  N.  Shoreline,  Mounloin  View,  CA  94339/415-960-1980 

874  SMITH  INTERNATIONAL     840     896     852  ll 

16740  Hardy  St,  Houston,  TX  77032/713-443-3370 

540  SMITH'S  FOOD  &  DRUG    397      7  1  7     690     1  0 

1550  S  Redwood,  Solt  Lake  City,  UT  84104/801-974-1400 

717  SMUCKER  (J.  M.)  816      745     923  10 

Strawberry  Lone.  Orrville,  OH  44667/216-682-3000 

460  SNAP-ON  TOOLS  615     389    685  15 

2801  80th  St,  Kenosha,  Wl  53141/414-656-5200 

466  SOCIETY  440      277     104  3 

800  Superior  Ave.  Cleveland.  OH  441  14/216-689-3000 

940  SOFTWARE  PUBLISHING    946     848     977  18 

1901  Landings  Dr.  Mountain  View,  CA  94043/415-962-8910 

333  SONAT  482     367     381  24 

1900  Fifth  Ave  North,  Birmingham.  AL  35203/205-325-3800 

381  SONOCO  PRODUCTS         455     603    639  7 

One  North  Second  St,  Hartsville,  SC  29550/803-383-7000 

651  SOTHEBY'S  HOLDINGS      789     323     757  21 

1334  York  Ave.  New  York,  NY  10021/212-606-7000 

907  SOUTH  CAROLINA  NATL.   686     607     223  3 

1426  Main  St,  Columbia,  SC  29226/803-765-3000 


MKT  OTHER  RANKINGS  |ND 

RANK   COMPANY  SALES    PROFITS    ASSETS  NO 


65  SOUTHERN  111       52      80  24 

64  Perimeter  Center  East.  Atlanta.  GA  30346/404-393-0650 

956  SOUTHERN  INDIANA  G&E  867      692     735  24 

20  North  West  Fourth  St.  Evonsville,  IN  47741/812-465-5300 

293  SO.  NEW  ENGLAND  TEL.   463     31  1     364  22 

227  Church  St,  New  Haven,  CT  06506/203-771-5200 

796  SOUTHTRUST  636     499     183  3 

420  North  20th  St,  Birminghom,  AL  35203/205-254-5000 

512  SOUTHWEST  AIRLINES      548     630    565  23 

2702  Love  Field  Dr,  Dallas,  TX  75235/214-904-4000 

34  SOUTHWESTERN  BELL        96       30      82  22 

One  Bell  Center,  St  Louis,  MO  63101/314-235-9800 

513  SOUTHWESTERN  PS         666     365     529  24 

Sixth  at  Tyler.  Amarillo.  TX  79170/806-378-2121 

541  SPIEGEL  402     545     513  8 

1515  West  22nd  St,  Ook  Brook,  IL  60522/708-986-8800 

841  SPRINGS  INDUSTRIES       413     924     614    1  5 

205  North  White  St,  Fort  Mill,  SC  29715/803-547-3650 

356  SQUARE  D  459     350    569  9 

1415  South  Roselle  Rd,  Palatine,  IL  60067/708-397-2600 

522  ST.  JOE  PAPER  728     663    592  7 

1650  Prudential  Dr,  Jacksonville.  FL  32207/904-396--6600 

282  ST.  JUDE  MEDICAL         934     531     901  12 

3900  Northwoods  Dr.  St  Paul,  MN  551  12/612-483-2000 

233  ST.  PAUL  224     1  13     130  17 

385  Washington  St.  St,  Paul,  MN  55102/612-221-791  1 

932  STANDARD  REGISTER       678     841     826  - 

600  Albany  St,  Dayton,  OH  45401/513-443-1000 


MKT  OTHER  RANKINGS  |ND 

RANK   COMPANY  SALES    PROFITS    ASSETS  NO, 


632  STANHOME  693     596    853  6 

333  Western  Ave,  Wesffield.  MA  01085/413-562-3631 
415  STANLEY  WORKS  404      374     561  15 

1000  Stanley  Dr.  New  Britain,  CT  06050/203-225-51  1  1 

703  STAR  BANC  699     528     244  3 

425  Walnut  St,  Cincinnati,  OH  45202/513-632-4000 

391  STATE  STREET  BOSTON     524     348     141  3 

225  Franklin  St,  Boston,  MA  02110/617-786-3000 

984  STERLING  CHEMICALS       746     460    867  4 

333  Clay  St,  Houston,  TX  77002/713-650-3700 

759  STEWART  &  STEVENSON   697      74  1     87  1     1  5 

2707  North  Loop  West,  Houston,  TX  77008/713-868-7700 

813  STONE  &  WEBSTER         895     900    787  21 

One  Penn  Plaza,  New  York,  NY  101  19/212-290-7500 

596  STONE  CONTAINER  163     405     232  7 

150  North  Michigan  Ave.  Chicago,  IL  60601/312-346-6600 

539  STORAGE  TECHNOLOGY     562      496     659  18 

2270  South  88th  St.  Louisville,  CO  80028/303-673-5151 

681  STRATUS  COMPUTER       834     699    883  18 

55  Fairbanks  Blvd.  Marlboro.  MA  01752/508-460-2000 

557  STRIDE  RITE  778     576    910  6 

Five  Cambridge  Center,  Cambridge,  MA  02142/617-491-8800 

853  STRUCTURAL  DYNAMICS    962     881     984  18 

2000  Eastman  Dr,  Millord,  OH  45150/513-576-2400 

573  STRYKER  887     820    936  12 

2725  Fairfield  Rd,  Kalomazoo,  Ml  49002/616-385-2600 

144  STUDENT  LOAN  MKTG.      246      155      36  17 

1050  Jefferson  St  NW.  Wash.  DC  20007/202-333-8000 


Hit'  number  to  the  left  of  the  company  's  name  identifies  its  rank  in  market  value  among  The  Business  Week  1000. 
For  explanation  of  other  rankings,  see  page  187. 
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186  SUN  49     222     184    1 1 

100  Motsonford  Rd.  Radnor,  PA  19087/215-293-6000 

205  SUN  MICROSYSTEMS         3  1  2      282     452     1  8 

25S0  Garcio  Ave.  Mountain  View.  CA  94043/415-960-1300 

504  SUNDSTRAND  465      355     545  l 

4949  Harrison  Ave.  Rocklord.  IL  61  125/815-226-6000 

204  SUNIRUSI  BANKS  262      132      51  3 

25  Park  Place  NE.  Atlanta.  GA  30303/404-588-771  1 

326  SUPER  V&LU  STORES        66      280     402  10 

1  1840  Valley  View,  Eden  Prairie.  MN  55344/612-828-4000 

735  SUROICAL  CARE  959     890     972  12 

102  Woodmont  Blvd.  Noshville,  TN  37205/615-385-3541 

917  SYMANTEC  972     905     999  18 

10201  Torre  Ave.  Cupertino,  CA  95014/408-253-9600 

975  SYMBOL  TECHNOLOOIES    913     899    885  18 

116  Wilbur  Place.  Bohemia,  NY  11716/516-563-2400 

928  SYNEROEN  999     923     998  12 

1885  33rd  St.  Boulder.  CO  80301  /303  938-6200 


583  SYNOPTICS  COMMUNS.      933      780     973     1  8 

4401  Gr  America  Pwy,  Sonta  Clora.  CA  95052/408-988-2400 

777  SYNOVUS  FINANCIAL        838      7  1  2     398  3 

1350  15th  Ave,  Columbus,  GA  31902/404-649-2311 

64  SYNTEX  451      112    492  12 

3401  Hillview  Ave.  Palo  Alto,  CA  94304/415-855-5050 

183  SYSCO  115     290    458  10 

1390  Enclave  Pkwy.  Houston,  TX  77077/713-584-1390 


T 


386  TANDEM  COMPUTERS       414      395     498  18 

19333  Vollco  Pkwy,  Cupertino.  CA  95014/408-725-6000 

254  TANDY  202      179     359  18 

300  One  Tandy  Center.  Fort  Worth,  TX  76102/817-390-301  1 

985  TCA  CABLE  TV  964     908     882  20 

3015  SSE  Loop  323,  Tyler.  TX  75701/214-595-3701 

354  TECO  ENERGY  577     295    428  24 

702  North  Franklin  St.  Tampa,  FL  33602/813-228-41  11 

834  TECUMSEH  PRODUCTS      525     879    654  13 

100  East  Patterson  St,  Tecumseh.  Ml  49286/517-423-8411 


715  TEKTRONIX 

Vollum  Ind  Park, 


502     960    684  9 

verton.  OR  97077/503-627-71  1  1 


670  T2  MEDICAL  979     860     961  12 

1121  Alderman  Dr.  Alpharetta,  GA  30202/404-442-2160 

273  TAMBRANDS  714      397     859  6 

One  Marcus  Ave,  Lake  Success,  NY  1  1042/516-358-8300 


115  TELE-COMMUNICATIONS     251      983     128  20 

4643  S  Ulster  St,  Denver,  CO  80237/303-721-5500 

468  TELEDYNE  258     502     527  5 

1901  Ave  of  the  Stars,  Los  Angeles.  CA  90067/213-277-331  1 

879  TELEFLEX  817     776    835  15 

630  W  Germantown.  Plymouth  Mtg,  PA  19462/215-834-6301 


The  first  on-line  database 


to  offer  credit  analysis  for 


the  corporate  bond  market 
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528  TELEPHONE  &  DATA        877      795     677  22 

30  North  LoSolle  St.  Chicago,  IL  60602/312-630-1900 

317  TEMPLE-INLAND  355     191     205  7 

303  South  Temple  Or,  Diboll,  TX  75941/409-629-5511 
102  IENNEC0  41       72      91  5 

1010  Milam.  Houston.  TX  77002/713-757-2131 

32  TEXACO  10       16      71  11 

2000  Westchester,  Wt  Plains,  NY  10650/914-253-4000 

187  TEXAS  INSTRUMENTS       139     950    282  9 

13510  N  Central  Expwy,  Dallas.  TX  75243/214-995-2011 

84  TEXAS  UTILITIES  206       34      94  24 

2001  Bryan  Tower,  Dallas.  TX  75201/214-812-4600 

253  TEXTRON  114     168     107  5 

40  Westminster  St,  Providence,  Rl  02903/401-421-2800 

664  THERMO  ELECTRON         681      721     688  24 

101  First  Ave,  Waltham,  MA  02254/617-622-1000 

829  THERMO  INSTRUMENT      882     852     864  9 

101  First  Ave,  Waltham,  MA  02254/617-622-1000 

586  THOMAS  &  BETTS  735     619    779  9 

1001  Frontier  Rd,  Bridgewater,  NJ  08807/201-685-1600 

833  TIDEWATER  912     825    860  n 

1440  Canal  St,  Nt  *  Orleans.  LA  701  12/504-568-1010 

663  TIFFANY  807     700    897  8 

727  Fifth  Ave.  New  York.  NY  10022/212-755-8000 

99  TIME  WARNER  65     984      72  20 

75  Rockefeller  Plaza,  New  York.  NY  10019/212-484-8000 

175  TIMES  MIRROR  245      247     322  20 

220  West  First  St.  Los  Angeles.  CA  90012/213-237-3700 


631  TIMKEN  445     579     510    1  5 

1835  Dueber  Ave  SW,  Canton,  OH  44706/216-438-3000 

471  TJX  351     478    651  8 

770  Cochituate  Rd,  Fromingham,  MA  01701/508-390-3000 

878  TOOTSIE  ROLL  923     834    956  10 

7401  South  Cicero  Ave,  Chicago,  IL  60629/312-838-3400 

641  TOPPS  880     599    979  20 

254  36th  St,  Brooklyn,  NY  1  1232/718-768-8900 

227  TORCHMARK  425     195    266  17 

2001  Third  Avenue  S.,  Birmingham,  AL  35233/205-325-4200 

693  TOSCO  387     335    655  11 

2300  Clayton  Rd,  Concord,  CA  94520/415-602-4000 

901  TOTAL  SYSTEM  SERVICES  977     885    992  18 

1200  Sixth  Ave,  Columbus.  GA  31901/404-649-2210 

75  TOYS  'R'  US  172     139    316  8 

461  From  Rd,  Paramus,  NJ  07652/201-262-7800 

236  TRANSAMERICA  1  35      1  77      52     1  7 

600  Montgomery  St.  San  Francisco,  CA  941 1  1 /41 5-983  4000 

640  TRANSATLANTIC  751      543     482     1  7 

80  Pine  St,  New  York,  NY  10005/212-770-2000 

536  TRANSCO  ENERGY  279     601     310  24 

2800  Post  Oak  Blvd.  Houston,  TX  77056/713-439-2000 

283  TRAVELERS  68     981      25  17 

One  Tower  Square.  Hartford.  CT  06183/203-277-011  1 

235  TRIBUNE  345      225     391  20 

435  North  Michigan  Ave.  Chicago,  IL  60611/312-222-9100 

811  TRINITY  INDUSTRIES        528      742     670  23 

2525  Stemmons  Fwy,  Dallas,  TX  75207/214-631-4420 


660  TRINOVA  406     642     594  15 

3000  Strayer,  Maumee.  OH  43537/419-867-2200 

265  TRW  109     21  1     265  5 

1900  Richmond  Rd,  Cleveland,  OH  44124/216-291-7000 

308  TURNER  BROADCASTING    505     930    469  20 

One  CNN  Center,  Atlanta,  GA  30348/404-827-1700 

849  TW  HOLDINGS  242     959     361  14 

600  Shell  Lane,  Spartanburg,  SC  29302/803-596-8000 

582  20lh  CENTURY  INDS.      658     393    607  17 

6301  Owensmouth.  Woodland  Hills,  CA  91367/818-704-3400 

275  TYCO  LABORATORIES       338     331     429  15 

One  Tyco  Park,  Exeter.  NH  03833/603-778-9700 

257  TYSON  FOODS  231      329    424  10 

2210  West  Oaklawn  Dr,  Spnngdale.  AR  72765/501-756-4000 


uv 


382  U.  S.  BANCORP  41  1      243      95  3 

111  SW  Fifth  Ave,  Portland,  OR  97204/503-275-61  1  1 

755  U.  S.  BIOSCIENCE  1000     920   1000  12 

100  Front  St,  West  Conshohocken,  PA  19428/215-832-0570 
763  U.  S.  CELLULAR  987      929     932  22 

8410  West  Bryn  Mowr,  Chicago,  IL  60631/312-399-8900 

338  U.  S.  HEALTHCARE  520     464     771  12 

980  Jolly  Rd.  Blue  Bell.  PA  19422/215-628-4800 


In  print  through  books,  magazines  and  newsletters. 
On-line  over  electronic  networks. 
Over  the  air  by  television,  satellite  and  FM  sideband. 
On  software,  videotape,  facsimile  and  compact  disks. 
McGraw-Hill  provides  information  in  many  frequencies: 
instantly,  daily,  weekly,  monthly,  annually  —  to  meet  the 
growing  and  changing  global  needs  of  business,  industry, 
education,  the  professions  and  government.  fj'M 

nfnli 

At  McGraw-Hill,  being  first 
is  almost  second  nature. 


The  number  to  the  left  of  the  company  's  name  identifies  its  rank  in  market  value  among  The  Business  W  eek  1000. 
For  explanation  of  other  rankings,  see  page  187. 
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768  U.  S.  SHOE  311     593    601  8 

One  Eastwood  Dr.  Cincinnati,  OH  45227/513-527-7000 

243  U.  S.  SURGICAL  779     638    824  12 

150  Glover  Ave,  Norwolk,  CT  06856/203-845-1000 
213  UAL  73     409     197  23 

1200  E  Algonquin,  Elk  Grove  Vil,  IL  60007/708-952-4000 

895  UJB  FINANCIAL  516     921     123  3 

301  Cornegie  Center.  Princeton,  NJ  08543/609-987-3200 

856  UNIfl  832      734     955    1  5 

7201  West  Friendly  Rd.  Greensboro.  NC  27410/919-294-4410 

650  UNION  BANK  452      288     102  3 

350  California  St.  San  Francisco.  CA  94104/415-774-6000 

230  UNION  CAMP  302      194     313  19 

1600  Valley  Rd.  Wayne,  NJ  07470/201-628-2000 

264  UNION  CARBIDE  1  23      1  5  1     190  4 

39  Old  Ridgebury  Rd,  Danbury,  CT  06817/203-794-2000 

220  UNION  ELECTRIC  398     160     262  24 

1901  Chouteou  Ave,  St  Louis,  MO  63103/314-621-3222 


81  UNION  PACIFIC  129      60     121  23 

Eighth  and  Eaton  Aves,  Bethlehem,  PA  18018/215-861-3200 

419  UNION  TEXAS  519     352    489  11 

1330  Post  Ook  Blvd,  Houston,  TX  77056/713-623-6544 

549  UNISYS  85     990     164  18 

Twp  Line  &  Union  Mtg  Rds,  Blue  Bell,  PA  19424/215-986-4011 

345  UNITED  ARTISTS  497      967     332     1  4 

2930  East  Third  Ave,  Denver,  CO  80206/303-321-4242 

869  UN.  BANKS  COLORADO     706     979     247  3 

1700  Lincoln  St,  Denver,  CO  80274/303-861-4700 

613  UNITED  HEALTHCARE        730      722     898     1  2 

9900  Bren  Rd  East,  Minnetonka,  MN  55343/612-936-1300 

867  UNITED  ILLUMINATING      739      585     448  24 

80  Temple  St,  New  Haven.  CT  06507/203-787-7200 

682  UNITED  INVESTORS         902      550     676  17 

2001  Third  Ave  South,  Birmingham,  AL  35233/205-325-4200 

990  UNITED  MISSOURI  833     697     320  3 

1010  Grand  Ave,  Kansas  City,  MO  64106/816-556-7000 


101  UNITED  TECHNOLOGIES      22       51     103  l 

One  Financial  Plaza,  Hartford,  CT  06101/203-728-7000 
116  UNITED  TELECOMMS.        105      148     155  22 

2330  Shawnee  Mission,  WestwooH,  KS  66205/913-676-3000 

857  UNIVERSAL  287      718     536  6 

1501  North  Hamilton  St,  Richmond.  VA  23230/804-359-931  1 

577  UNIVERSAL  FOODS         656     594    782  10 

433  East  Michigan  St.  Milwaukee,  Wl  53202/414-271-6755 

92  UNOCAL  74     109     168  11 

1201  West  Fifth  St,  Los  Angeles,  CA  90017/213-977-7600 
246  UNOCAL  EXPLORATION     633     267     479  11 

14141  SW  Fwy,  Houston,  TX  77478/713-491-7600 

331  UNUM  383     239     173  17 

2211  Congress  St.  Portland.  ME  04122/207-770-221  1 

79  UPJOHN  286      99    350  12 

7000  Portage  Rd.  Kalomozoo,  Ml  49001/616-323-4000 

38  US  WEST  89       27      66  22 

7800  East  Orchard  Rd,  Englewood,  CO  801  1  1/303-793-6500 


You  Can  Change  Y)ur 

Cholesterol  Level, 
By  Changing  One  Of 

These  Three  Things. 


\bur  Diet. 


Lower  the  amount  of 
cholesterol  and  saturated  fat  in 
your  diet,  and  you  can  reduce  a 
major  risk  factor  for  heart 
disease.  And  that's  true  even  if 
heart  disease  runs  in  your 
family. 

To  find  out  how  easy  it  is  to 
change  your  diet,  write  for  a  free 
booklet  from  the  American 
Heart  Association,  7320 
Greenville  Ave.,  Box  4,  Dallas, 
Texas  75231.  It's  the  adult  thing 
to  do. 

Your  Life  Is  In  Your  Hands. 


Photographed  by  Bod 
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American  Heart  Association  |p 


This  space  provided  as  a  public  service 
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CARNEGIE  HALL 


Carnegie  Hall  Salutes 


Its  Corporate  Donors 


When  Andrew  Carnegie  built  the  "Music  Hall  on  57th  Street"  one  hundred  years  ago,  he  understood  the  importance  of  a  great  hall  not  only  to  the 
cultural  life  of  a  great  city  and  nation,  but  to  its  economic  growth,  as  well.  We  sincerely  thank  the  following  local,  national,  and  international 
corporations  whose  generosity  to  Carnegie  Hall  reflects  their  commitment  to  this  principle,  and  to  the  excellence  Carnegie  Hall  represents. 

To  contribute  to  the  Carnegie  Hall  Corporate  Fund,  or  for  further  information  and  a  complete  description  of  donor  benefits, 
please  contact  Susan  Shine,  Director,  Corporate  Fund,  Carnegie  Hall,  881  Seventh  Avenue,  New  York,  New  York  10019  (212)  903-9650. 


Isaac  Stern 
President 


James  D.  Wolfensohn 
Chairman  of  the  Board 


1990-91  CORPORATE  FUND  CO-CHAIRMEN 


William  T.  Knowles 
Chairman  and  CEO 
National  Westminster  Bancorp  lnc 


Arthur  Levitt,  Jt. 
Chairman 
Levitt  Media  Company 

SPONSORS 

Chemical  Bank 
Mutual  Benetit  Lite 
National  Westminster  Bancorp  Inc. 
Norstar  Bank 


Minoru  Makihara 
Chairman 
Mitsubishi  International  Corp. 

$30,000  and  above 

The  Starr  Foundation 
TASA,  Inc. 
Tishman  Realty  &.  Construction  Co. 
S.  G.  Warburg  ck  Co.  Inc. 


Felix  Rohatyn 
Parrner 
Lazard  Freres  and  Co. 


PACESETTERS  $10,000  to  $29,999 


Allen  &  Company  Incorporated 
Arthur  Andersen  &.  Co. 

Aon  Foundation 
The  Bank  of  New  York 
Bankers  Trust  Company  Foundation 
Boo:- A  lien     Hamilton,  Inc. 


ABD  Securities  Corporation 
BMI 

Caxton  Corporation 
CBS  Records  Inc. 
Raymond  G.  Chambers 
The  Coach  Dairy  Goat  Farm 
Colgate-Palmolive  Company 
Con  Edison 
Continental  Corporation 
Credit  Suisse 

AGVAR  Chemicals,  Inc. 
Amalgamated  Bank  ot  New  York 

Amax  Foundation,  lnc 
American  Re-Insurance  Company 
Banca  Popolare  di  Milano 
Bank  Julius  Baer  &.  Co.  Ltd. 
Bertelsmann  Music  Group 
Carl  G.  Bnmmekamp  &  Company,  lni 
Cantor,  Fit:gerald  Foundation 
CHANEL,  Inc. 
CPC  International  Inc. 
Daiwa  Bank,  Ltd. 
Deluxe  Corporation  Foundrtion 
East  River  Savings  Bank 
Elektra  International  Classics 


AMR/American  Airlines  Foundation 

American  Cyanamid  Company 
American  Home  Products  Corporation 
American  Savings  Bank 
Ametek  Foundation  Inc. 
Amro  Bank 
Angel/EMI 
Ashland  Oil  Foundation,  Inc. 
Atlantic  Mutual  Companies 
Backer  Spielvogel  Bates,  lnc 
Bay-side  Fuel  Oil  Depot  Corp. 
Bowne  &.  Co.,  Inc. 
BV  Capital  Markets.  Inc. 
Capitol  Industries 
Casio 
The  CIT  Group,  Inc. 
Corroon  6i  Black  Corporation 
Credit  Commercial  de  France 


EXXON  Corporation 
Japanese  Chamber  of  Commerce  ek  Industry  of 
New  York,  Inc. 
Philip  Moms  Companies  Inc. 
The  Pfizer  Foundation,  Incorporated 
Polo  Ralph  Lauren  Corporation 

GUARANTORS  $5,000  to  $9,999 


Bristol-Myers  Squibb  Foundation 
Carter- Wallace,  Inc. 
CBS  Inc. 
CIBA-GEIGY  Corporation 

CITIBANK 
Liz  Claiborne  Foundation 


Debevuise  and  Plimpton 
E.  I.  Du  Pont  de  Nemours 
and  Company 
Ernst  and  Young 
Films  tor  the  Humanities 
Hoechst  Celanese  Corporation 
IBM  Corporation 
IFF  Foundation  Inc. 
ITT  Corporation 


Institutional  Investor,  Inc. 
KPMG  Peat  Marwick 
Lazard  Freres  &.  Co. 
Thomas  J.  Lipton  Foundation.  Inc. 
The  McGraw-Hill  Foundation.  Inc. 
McKinsey  &.  Company,  Inc. 
Mitsui  USA  Foundation 
Mobil  Foundation,  Inc. 
J.  P.  Morgan  &.  Co.  Incorporated 


BENEFACTORS  $2,500  to  $4,999 


Ford  Motor  Company  Fund 

The  Gitano  Group,  Inc. 
The  Gordon/ Rousmantere/ 
Roberts  Fund 
Guardian  Lite  Trust 
Haarmann  cx  Reimer  Corporation 
Hosokawa  Micron  International  Inc. 
International  Creative  Management.  Inc. 
Japan  Arts/NTVIC 
Johnson  6t  Higgins 
Kronish,  Lieb.  Werner  6*  Hellnun 
Judith  Leiber,  lnc 
Lintas:  New  York 
Lloyds  Bank  Pic 
LTCB  Trust  Company 


Macnullan  Foundation 
R  H  Macy&Co.,  Inc. 
Matsushita  Electric  Corporation 
of  America 
The  May  Department  Stores  Company 
and  its  Lord  &  Taylor  Division 

Metallgesellschaft  Corp. 
Metropolitan  Lite  Foundation 
Mitsui  Toatsu  Chemicals,  Inc. 
Mitsui  Trust  est  Banking  Co.,  Ltd. 

William  Morris  Agency,  Inc. 
Nederlandsche  Middenstandsbank 
Newmont  Mining  Corporation 
Nichimen  America  Inc. 
Robert  Plan  Corporation 


PATRONS  $1,000  to  $2,499 


Croscill  Inc. 
Daily  News  Foundation,  Inc. 
Daiwa  Securities  America 
Dentsu  Incorporated  (New  York) 
Deutsche  Bank 
Dow  Chemical  U.S.A. 
The  Dun  64  Bradstreet  Corporation 
Foundation 
Richard  A.  Eisner  &1  Co. 
Empire  State  Building 
First  Manhattan  Co. 

Fortunort 
The  Friars  Foundation 
David  J.  Greene  Foundation  Inc. 
Grey  Advertising  Inc. 
Holiday  Corporation 
Hotel  Parker  Mendien 
J.M.  Huher  Corporation 


ItalCable  USA 
C.  Itoh  &.  Co-  (America)  Inc. 
Kenwood  U.S.A.  Corporation 
Kwasha  Lipton 
Loehmann's,  Inc. 
Mannesman  Capital  Corporation 
Marubeni  America  Corporation 
Mikimoto  (America)  Co.  Ltd. 
Mitsubishi  Metal  America  Corporation 
The  New  Yorker /Samuel  I 
Newhouse  Foundation 
The  Nikko  Securities  Co. 
International,  Inc. 
The  Ogtlvy  Group 
Pall  Corporation 
Paramount  Communications  Inc. 
Prudent  1a I -Bac he  Securities 


Nikko  Hotels  International 
Price  Waterhouse 
Republic  National  Bank  ot  New  York 

Sc  h  lavone-  Bonomo  Corporal  ion 
Joseph  E,  Seagram  ck  Sons  Inc.  Fund 
Sterling  Drug  lnc 
Union  Pacific  Foundation 
E.M.  Warburg,  PincusckCo.,  Inc. 
Westpac  Banking  Corporation 
The  Xerox  Foundation 

James  Stewart  Polshek  and  Partners 
Saatchi  ex  Saatchi  Advertising 
Sando;  Corporation 
Shiscido  Cosmetics  Ltd. 
Siemens  Capital  Corporation 
Sony  Corporation  ot  America 
Foundation.  Inc. 
Tandler  Textile  lnc 
j.  Walter  Thompson  Company 
Unilever  United  States  Foundation,  Inc. 
Viacom  International 
Webster  6a  Sheffield 
Wertheim  Schroder  &  Co.  Incorporated 
Winston  &.  Strawn 
Yamaha  Communications  Center 


Rapid  Industrial  Plastics  Co.  Inc. 
Restaurant  Associates 
Richtoom,  lnc 
The  Sanwa  Bank  Limited 
Paul  Stuart  Inc. 
Sumitomo  Corporation  of  America 
Syms  Corporation 
Toray  Industries  (America),  Inc. 
Toyota  Motor  Sales,  U.S.A.,  Inc. 
TnanGroup 
UST 

Westdeutsche  Landesbank  Giro:entrale 
White  &.  Case 
Wem,  Malkin  cx  Bertex 
Wildenstein  £x  Co.,  Inc. 
The  Robert  I.  Wishnick  Foundation 
Anonymous 


The  number  to  the  left  of  the  company's  name  identifies  its  rank  in  market  value  among  The  Business  iteek  1000. 
For  explanation  of  other  rankings,  see  page  IN'. 
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343  US  WEST  NEWVECTOR      890     918     801  22 

3350  161st  Ave  SE,  Bellevue.  WA  98008/206-747-4900 

544  USAIR  GROUP  140     993     238  23 

2345  Crystal  Dr.  Arlington,  VA  22227/703-418-7000 

630  USFiG  211      994     112  17 

100  Light  St.  Baltimore,  MD  21202/301-547-3000 

804  USLIFE  541      509     309  17 

125  Maiden  Lane,  New  York,  NY  10038/212-709-6000 

150  UST  662      202     764  6 

100  West  Putnam  Ave,  Greenwich,  CT  06830/203-661-1100 

76  USX  25       44      98  5 

600  Grant  St,  Pittsburgh,  PA  15219/412-433-1121 

736  UTILICORP  UNITED  625      558     506  24 

911  Mom  St,  Kansas  City.  MO  64105/816-421-6600 

590  VALERO  ENERGY  552      408     602  11 

530  McCullough  Ave,  San  Antonio.  TX  78215/512-246-2000 

588  VALHI  454     481     407  5 

5430  LBJ  Fwy.  Dallas,  TX  75240/214-233-1700 

941  VALLEY  NATIONAL  561      901     159  3 

241  North  Central  Ave,  Phoenix,  AZ  85004/602-261-2900 

918  VALSPAR  747      805     889  13 

1101  Ihird  St  South,  Minneapolis,  MN  55415/612-332-7371 

837  VANGUARD  CELLULAR      986     942     929  22 

2002  Pisgah  Church  Rd,  Greensboro,  NC  27408/919-282-3690 

628  VARIAN  ASSOCIATES        530     866     687  9 

3100  Hansen  Way,  Palo  Alto,  CA  94304/415-493-4000 

409  VF  333     450     504  6 

1047  North  Park  Rd,  Wyomissing,  PA  19610/215-378-1151 

258  VIACOM  466     965     335  20 

1515  Broadway,  New  York,  NY  10036/212-258-6000 

789  VISTA  CHEMICAL  67  1      684     745  4 

900  Threadneedle,  Houston,  TX  77079/713-588-3000 

496  VONS  177      610     531  10 

618  South  Michillinda  Ave,  Arcadia.  CA  91007/818-821-7000 

437  VULCAN  MATERIALS        574     340     635  13 

One  Metroplex  Dr.  Birmingham,  AL  35209/205-877-3000 


w 


890  WABAN  354     855    781  8 

One  Mercer  Rd,  Notick,  MA  01760/508-651-6500 

6  WAL-MART  STORES  14       23     147  8 

702  SW  Eighth  St,  Bentonville,  AR  72716/501-273-4000 

171  WALGREEN  150      249     476  12 

200  Wilmot  Rd,  Deerfield,  IL  60015/708-940-2500 

771  WALLACE  COMPUTER       808     682     862  18 

4600  West  Roosevelt  Rd,  Hillside,  IL  60162/312-626-2000 

802  WANG  LABORATORIES      359     997     512  18 

One  Industrial  Ave,  Lowell,  MA  01851/508-459-5000 

50  WARNER-LAMBERT  200       91     373  12 

201  labor  Rd,  Morris  Plains.  NJ  07950/201-540-2000 

966  WASHINGTON  ENERGY      849     806     719  24 

815  Mercer  St.  Seattle.  WA  98109/206-622-6767 


762  WASHINGTON  GAS  LIGHT  692     656     650  24 

1100  H  St  NW,  Washington,  DC  20080/703-750-4440 

226  WASHINGTON  POST         492      254     570  20 

1150  15th  St  NW,  Washington,  DC  20071/202-334-6600 

683  WASHINGTON  WATER       764     484     578  24 

East  1411  Mission  Ave,  Spokane,  WA  99202/509-489-0500 

22  WASTE  MANAGEMENT       155       54     166  21 

3003  Butler-field  Rd,  Oak  Brook,  IL  60521/708-572-8800 

773  WATTS  INDUSTRIES         868      773     888  15 

815  Chestnut  St,  North  Andover.  MA  01845/508-688-1811 

839  WEINGARTEN  REALTY       981      867     841     1  3 

2600  Citadel  Plaza  Dr.  Houston,  TX  77008/713-866-6000 

442  WEIS  MARKETS  533     432     747     1  0 

1000  South  Second  St,  Sunbury,  PA  17801/717-286-4571 

667  WELLMAN  650     544     691  4 

1040  Brood  St,  Shrewsbury,  NJ  07702/201-542-7300 

159  WELLS  FARGO  1  59       53      24  3 

420  Montgomery  St,  Son  Francisco,  CA  94163/415-477-1000 

580  WENDY'S  INTL.  597      685     72  1     1  4 

4288  W  Dublm-Granville,  Dublin,  OH  43017/614-764-3100 

934  WESCO  FINANCIAL  960     796    733  17 

315  East  Colorado  Blvd,  Pasadena,  CA  91101/818-449-2345 
970  WEST  ONE  BANCORP       804     652     300  3 

101  South  Capitol  Blvd,  Boise,  ID  83702/208-383-7000 

569  WEST  POINT  PEPPERELL    543     927     425    1  5 

233  South  Wacker  Dr,  Chicago,  11160606/312-876-1724 

67  WESTINGHOUSE  ELECTRIC    54      1  76      78  9 

II  Stonwix  Street,  Pittsburgh,  PA  15222/412  244-2000 

347  WESIVACO  356      271     371  19 

299  Park  Ave,  New  York.  NY  10171/212-688-5000 

718  WETTERAU  170     605     615  10 

8920  Pershall  Rd,  Hazelwood,  MO  63042/314-524-5000 

141  WEYERHAEUSER  97      111     101  19 

33663  Weyerhaeuser  S  .  Fed  Way.  WA  98003/206-924-2345 

309  WHEELABRAIOR  557      627     447  24 

Liberty  Lone,  Hampton,  NH  03842/603-929-3000 

340  WHIRLPOOL  138     485     263  6 

2000  M-63,  Benton  Harbor,  Ml  49022/616-926-5000 

272  WHITMAN  368     944     368  5 

III  East  Wacker  Dr,  Chicago,  IL  60601/312-565-3000 

459  WILLAMETTE  INDUSTRIES    41  2      319     488  19 

3800  1st  Interstate  Twr,  Portland,  OR  97201/503-227-5581 

456  WILLIAMS  421      466     333  24 

One  Williams  Center,  Tulsa,  OK  74172/918-588  2000 

661  WILMINGTON  TRUST        827      516     339  3 

Rodney  Square  North,  Wilmington,  DE  19890/302-651-1000 

229  WINN-DIXIE  STORES  87      270     518    1  0 

5050  Edgewood  Court,  Jacksonville.  FL  32203/904-783  5000 

303  WISCONSIN  ENERGY        491      230    366  24 

231  W  Michigan  St,  Milwaukee.  Wl  53203/414-221-2345 

774  WISCONSIN  PS  741      612     658  24 

700  North  Adams  St,  Green  Bay,  Wl  54301/414-433-1598 

634  WITCO  462     513    620  4 

520  Modison  Ave,  New  York,  NY  10022/212-605-3800 

153  W00LW0RTH  91      145    317  8 

233  Broadway,  New  York.  NY  10279/212-553-2000 


572  WORTHINGION  INDS.       61  7      569     777     1  6 

1205  Dearborn  Dr.  Columbus,  OH  43085/614-438-3210 

691  WPL  HOLDINGS  720     538     603  24 

222  W  Washington  Ave,  Madison,  Wl  53703/608-252-331  1 

281  WRIGLEY  (WM.)  JR.        57  1      347     786     1  0 

410  North  Michigan  Ave,  Chicago,  IL  6061  i /3 12-644-2 12 1 

HI 

125  XEROX  33      63      53  18 

800  Long  Ridge  Rd,  Stamford,  CT  06904/203-968-3000 

822  XILINX  978     882    987  9 

2100  Logic  Drive,  San  Jose.  CA  95124/408-559-7778 

887  XOMA  998     937    990  12 

2910  Seventh  St.  Berkeley,  CA  94710/415-644-1170 
601  YELLOW  FREIGHT  369     525     636  23 

10990  Roe  Ave,  Overland  Park,  K5  66211/913-345-3000 

843  ZURN  INDUSTRIES  684     751     842  21 

One  Zurn  Place,  Erie,  PA  16514/814-452-21  1  1, 
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With  environmentalists  and  regulators  on  their  tails, 
auto  makers  are  scrambling  to  develop  cleaner  machines. 
They're  trying  electric  cars  and  all  sorts  of  new  fuels: 
natural  gas,  methanol,  and  even  hydrogen. 
Will  any  of  these  ever  pan  out? 
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WHEN  YOUR  EMPLOYEE  IS  ON  THE  TABLE, 
YOU'RE  COUNTING  THE  MINUTES. 
BUT  WHO'S  COUNTING  THE  DOLLARS? 


EDS  is  a  registered  trademark  of  Electronic  Data  Systems  Corporation.  ©1 991  EDS 
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THEY  HAVE  A  "DREAM":  THIS  SOLAR  PROTOTYPE  HELPED  PERSUADE  HONDA  EXECUTIVES  TO  PURSUE  LESS-POLLUTING  CARS 


Cover  Story 

54  THE  GREENING  OF  DETROIT 

This  time,  it's  serious.  The  U.  S. 
government,  the  states,  even  the 
European  Commission — they're  all 
demanding  that  carmakers 
drastically  reduce  harmful  exhaust 
emissions,  and  soon.  For  Detroit's 
Big  Three,  now  racking  up  billions  in 
losses,  it's  a  tough  and  costly  test. 
Still,  there's  no  turning  back:  The 
alternative  cars  are  coming 
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He'll  push  for  concessions  from 
Japan — while  keeping  hawks  at  bay 
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suitors  crave  its  35  million  viewers 

32   SATURN:  LUCKY  AT  LAST? 

Its  many  rollout  snafus  may  be 
ending,  and  sales  are  picking  up 

34  FEARLESS  TOBACCO  GIANTS 

A  high  court  test  doesn't  faze  them 
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( iaring  deeply  about  your  employees  and  being  concerned  about  the  skyrocketing 
costs  of  health  care  is  a  conundrum  for  many  corporations.  The  company  that 
finds  ways  to  increase  the  commitment  they  make  to  their  people  while  controlling 
the  cost  of  that  commitment,  is  the  company  with  the  competitive  edge.  EDS  has 
helped  a  variety  of  companies  acquire  this  competitive  edge  with  innovative 
applications  of  information  technology. 

ARE  YOUR  NEEDS  UNIQUE? 

EDS  lias  a  well-known  record  oi  developing  systems  and  software  for  a 
business's  individual  needs — not  off-the-shelf,  one-size-fits-all  solutions. 
In  fact,  no  one  else  has  as  much  systems  development  experience  in  as  many 
business  areas  as  EDS. 

CAN  YOUR  SYSTEMS  REALLY  BE  INTEGRATED? 

For  over  28  years  we've  been  making  hardware,  software,  communications, 
process  and  people  work  together  seamlessly.  You  won't  find  an  information 
technology  company  with  a  longer  or  better  record  of  results. 

IS  MANAGING  YOUR  INFORMATION  MANAGING  YOU? 

Information  that  helps  you  achieve  your  business  goals  is  valuable.  Information 
for  information's  sake  is  not.  EDS  can  help  evaluate  your  information  technology 
to  make  sure  you  get  more  of  the  former  and  less  of  the  latter. 

SHOULD  YOU  MANAGE  LESS  AND  LEAD  MORE? 

We  provide  systems  management  for  giant  industry  leaders  and  small 
companies  on  their  way  to  becoming  leaders.  So  we  can  help  manage  your 
information  systems  a  little  or  a  lot.  We  work  closely  with  your  people,  to  add 
resources  and  new  technology,  and  to  provide  flexibilin,  so  you  can  focus  on 
your  core  business. 

CAN  EDS  PUT  INFORMATION  TECHNOLOGY  TO  WORK  FOR  YOU? 

Keeping  your  eyes  on  the  changing  business  environment  has  nevei  been 
more  important.  And  even  though  you  can't  control  change,  you  can  take 
advantage  of  it  with  EDS.  To  learn  more  about  how  we  might  help  you,  write 
EDS,  7171  Forest  Lane,  BW8,  Dallas,  TX  75230.  Or  call  (214)  490-2000,  ext.  208. 
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SAFARI,  SO  GOOD: 
AT&T  WAS  LATE  WITH  ITS  LAPTOP  IN 
A  CROWDED  MARKET— SO  IT'S  USING 
SNAZZY  DESIGN  TO  MAKE  THE 
MACHINE  STAND  OUT 


72   SON  OF  SAUL: 

AT  26,  JONATHAN  STEINBERG  RUNS 
THREE  INVESTOR  PUBLICATIONS— AND 
SO  FAR,  HIS  ADVICE  SEEMS  TO  BE 
NEARLY  ALWAYS  RIGHT 


22    WORLDWIDE  SLOWDOWN: 

EVEN  THE  ONCE-HOT  ECONOMIES  OF 
GERMANY  AND  JAPAN  ARE  SHOWING 
MUCH  WEAKER  GROWTH,  AND  THAT 
MIGHT  DERAIL  U.S.  RECOVERY 


Government 

WASHINGTON  OUTLOOK 

In  the  land  of  cotton,  antiwar  votes 
are  not  forgotten 

Industries 

GENTLEMEN,  START  YOUR  JETS 

Who  has  the  best  Advanced  Tactical 
Fighter,  Lockheed  or  Northrop? 

The  Corporation 

PROCTER  &  GAMBLE  FEELS  PRETTY 

So  far,  it  has  shown  a  surprising  flair 

for  selling  cosmetics 

RECHARGING  EMERSON 

The  company  gets  cash  and  a  global 

market  network  from  a  new  partner 

REPAIR  WORK  AT  RYDER 

It's  focusing  on  truck  leasing 

People 

RED-HOT  STOCK-PICKING 

'Jonno'  Steinberg  finds  winners  the 
hard  way — by  poring  over  data 

Finance 

A  PARIAH'S  NEW  PLOY 

The  SEC  is  all  but  powerless  to 
prevent  Meyer  Blinder's  Asian 
empire  from  selling  stock  in  the  U.  S. 
WESTINGHOUSE  WOES 

Fast-track  lending  tripped  up  its 
credit  arm 

RED-FACED  OVER  BIG  BLUE 

Why  analysts  missed  by  a  mile 


79  INSIDE  WALL  STREET 

Pier  1  Imports  may  be  shipped  out 
Doubling  once,  doubling  twice  . . .  ? 
Cleveland-Cliffs  at  the  precipice 

99  INVESTMENT  FIGURES  OF  THE  WEEK 

Science  &  Technology 

81  DEVELOPMENTS  TO  WATCH 

Foiling  counterfeiters,  an  in  vitro  aid, 
oil-drill  tubes,  graphite-iron  engine 
blocks,  a  stethoscope  for  cars 

82  'DIRTY  POWER' 

How  electrical  outages,  sags,  and 
surges  end  up  costing  U.  S.  industry 
$26  billion  a  year  in  downtime 


83 


85 


86 


Information  Processing 

IBM:  ON  THE  SERVICE  ROAD 

As  hardware  sales  taper  off,  it's 
turning  to  software  and  services 
LONG-DISTANCE  WEAPONS 

New  automation  has  MCI  racing 
ahead  in  offering  new  services 

Design 

AT&T'S  YEARLONG  TREK 

Designing  a  laptop  of  luxury 

Marketing 


88  NUTRASWEET  MAKES  NICE 

With  more  rivals  on  the  horizon,  it's 
being  kinder  to  food  companies 

Personal  Business 

BANKING:  Top-shelf  service 
FITNESS:  Workouts  in  the  water 
SMART  MONEY:  Rebuilding  Kuwait 
LODGING:  Big  Apple  B&Bs 

Features 


92 


64   THE  $75  BILLION-DOLLAR  QUESTION: 
AFTER  AN  EPIC  FIVE-YEAR  BATTLE, 
NORTHROP  AND  LOCKHEED  AWAIT 
WORD  ON  THE  PENTAGON'S  LAST 
MONSTER  CONTRACT  OF  THE  CENTURY 
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CORRECTIONS  &  CLARIFICATIONS 
BOOKS 

Tifft  and  Jones:  The  Patriarch 
INDEX  TO  COMPANIES 
EDITORIALS 

Clean  air:  Let  Detroit  breathe 
Warn  workers  on  job  hazards 
Freeing  networks  from  FCC  shackles 
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PRODUCTION 

Change  from  last  week:  -0. 1* 
Change  from  last  year:  -2.4° 


185 


1967     100  (tour-week  moving  average) 


170 


1  6  5 


Mar  16 
173.7 


Mar-  9 
173.8 


July 
1990 


Mar. 
1991 


1990  1990 
The  production  index  was  little  changed  during  the  week  ended  Mar.  16.  On  a 
seasonally  adjusted  basis,  truck  production  was  off  sharply,  and  rail-freight  traffic, 
paper,  coal,  and  crude-oil  refining  output  were  down  as  well.  Auto,  lumber,  paper- 
board,  electric  power,  and  steel  production  all  increased.  Before  calculation  of  the 
four-week  moving  average,  the  index  rose  slightly  to  173.6,  from  173.3  in  the 
previous  week. 

BW  production  index  copyright  1991  by  McGraw-Hill  Inc. 


LEADING 

Change  from  last  week:  0.0% 
Change  from  last  year:  -0.3% 

220   


I'OO 


July 

1990 


Mar.  16 
215.2 


Mar  9 
215. lr 


miiii 


1990  1990  1990  1991 

The  leading  index  increased  slightly  for  the  week  ended  Mar.  16.  Growth  rates 
for  M2,  material  prices,  and  real  estate  loans  all  rose.  Stock  prices  were  lower,  and 
bond  yields  were  little  changed.  Data  on  business  failures— which  had  been  increas- 
ing in  recent  weeks,  indicating  that  the  economy  is  still  sinking — were  unavailable  for 
the  most  recent  week.  Before  calculation  of  the  four-week  moving  average,  the  index 
rose  to  215.5,  from  214.5  in  the  week  before. 

Leading  index  copyright  1991  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


HHHHLflHfl 

Latest 
week 

Week  ° 
ago 

o  Change 
year  ago 

STEEL  (3/23)  thous.  of  net  tons 

1,602 

1,694  = 

-17.5 

AUTOS  (3/23)  units 

108,346 

103,795r  = 

-22.0 

TRUCKS  (3/23)  units 

61,760 

38,561r  = 

-31.3 

ELECTRIC  POWER  (3/23)  millions  of  kilowatt-hours 

51,559 

53,846  = 

0.0 

CRUDE-OIL  REFINING  (3/23)  thous.  of  bbl./day 

12,735 

12,927  = 

-1.3 

COAL  (3/16)  thous.  of  net  tons 

20,109? 

20,21 1 

-2.0 

PAPERB0ARD  (3/16)  thous.  of  tons 

762.6  = 

751. 5r 

4.0 

PAPER  (3/16)  thous.  of  tons 

740.0  = 

773.0r 

-0.4 

LUMBER  (3/16)  millions  of  ft. 

495. 9# 

487.4 

5  8 

RAIL  FREIGHT  (3/ 1 6)  billions  of  ton-miles 

19.3  = 

19.5 

-2.0 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA1,  SFPA2,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (3/27) 

13'? 

1  39 

157 

GERMAN  MARK  (3/27) 

1.71 

1.65 

1.69 

BRITISH  POUND  (3/27) 

1.74 

1  78 

1.64 

FRENCH  FRANC  (3/27) 

5.81 

5.61 

5.70 

CANADIAN  DOLLAR  (3/27) 

1.16 

1.16 

1.17 

SWISS  FRANC  (3/27) 

1.45 

1.42 

1  50 

MEXICAN  PESO  (3/27)3 

2,970 

2,967 

2,773 

Sources:  Major  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

n  units  per  U.  S.  dollar,  except  for 

1  PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (3/27)  $/troy  oz. 

354.050 

364.500 

-4.8 

STEEL  SCRAP  (3/26)  =  1  heavy,  $/ton 

102.00 

102.00 

1.5 

FOODSTUFFS  (3/25)  index,  1967  =  100 

209.3 

21 1.4 

-5.6 

COPPER  (3/23)  c/lb. 

1 12.4 

1 14.2 

-16.1 

ALUMINUM  (3/23)  c  /lb. 

68  9 

70.0 

-5.6 

WHCAT  (3/23)  #  2  hard,  $/bu. 

2.89 

2  9  5 

-28.8 

COTTON  (3/23)  strict  low  middling  1-1/16  in.,  e/lb. 

77.45 

78.69 

14.1 

LEADING  INDICATORS 


Sources:  London  Wed.  final  setting,  Chicago  mkt.,  Commodity  Research  Bureau,  Metals 

Week,  Kansas  City  mkt  ,  Memphis  mkt. 


latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (3/22)  S&P500 

368.14 

372.93 

8  4 

CORPORATE  BOND  YIELD,  Aao  (3/22) 

8.97% 

8.91  % 

4  5 

INDUSTRIAL  MATERIALS  PRICES  (3/22) 

95.8 

95  6 

-7.6 

BUSINESS  FAILURES  (3/15) 

NA 

442 

NA 

REAL  ESTATE  LOANS  (3/13)  billions 

$402.5 

$401  5. 

9.4 

MONEY  SUPPLY,  M2  (3/1 1)  billions 

$3,379.4 

$3, 373. or 

3.4 

INITIAL  CLAIMS,  UNEMPLOYMENT  (3/9)  thous 

519 

474 

45.0 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=  100),  Dun  & 
Bradstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  season- 
ally ad|usts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


HHHHHH 

latest 
month 

Month 
ago 

%  Change 
year  ago 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Feb.)  millions  - 

$26,080 

$1,761 

25.9 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Feb.)  billion- 

$  1  1  8  9 

$1 19.3 

-3.4 

HOUSING  STARTS  (Feb.)  annual  rate,  thous. 

989 

850 

-32.2 

REAL  GROSS  WEEKLY  PAY  (Feb.) 

$254.81 

$253  5  1 

-2.6 

Sources:  Treasury  Dept.,  Commerce  Dept.,  BLS 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (3/1 1) 

$839.6 

$837. 6r 

4.6 

BANKS'  BUSINESS  LOANS  (3/13) 

319.2 

321. 3r 

-2.8 

FREE  RESERVES  (3/20) 

930 

838r 

38.6 

N0NFINANCIAL  COMMERCIAL  PAPER  (3/13) 

146.5 

145.1 

4.6 

Sources:  Federal  Reserve  Board  (in  billions,  except  for 
a  two-week  period  in  millions). 

free  reserves 

which  are  ex 

pressed  for 

MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (3/26) 

6. 1 7  % 

6.16% 

8.26% 

PRIME  (3/27)  8 

.75-9.00  £ 

.75-9.00 

10.00 

COMMERCIAL  PAPER  3-MONTH  (3/26) 

6.29 

6.32 

8.30 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (3/27) 

6.30 

6.43 

8.38 

EURODOLLAR  3-MONTH  (3/23) 

6.35 

6.33 

8.38 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Row  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  indei 
=  V/estern  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  ma 


(chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
ket  value         NA -  Not  available         r  =  revised         NM  =  Not  meaningful 
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Brad  McClew  Knows  A  LrmE  French  Cafe 

Where  The  Food  Is  Magnifique,  Now  Where  Do  You  Suppose 

Birr  The  Bill  Isn't  He  d  Rent  A  Car? 
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HOW  BUSINESS  CAN  HELP  DEFUSE 
ADDICTION'S  TIME  BOMB  

■ share  your  concerns  regarding  the 
detrimental  effects  of  the  current 
changes  in  the  insurance  industry  ("Is 
business  bungling  its  battle  with 
booze?"  Social  Issues,  Mar.  25).  What  I 
find  most  alarming  is  that  addiction  is  a 
disease  that  is  perpetuated  multigenera- 
tionally.  Unless  early  prevention,  inter- 
vention, and  adequate  treatment  are 
available,  alcoholics  and  drug  addicts 
will  continue  to  pass  the  disease  on  to 
their  children.  We  have  seen  significant 
progress  in  the  acceptance  and  effective 
intervention  and  treatment  of  addiction. 
If  the  corporate  world  does  not  play  its 
part  in  facilitating  further  progress,  we 
will  be  paying  a  loss  measured  not  only 
in  billions  of  dollars  but  in  the  lives  of 
generations  to  come. 

Robert  W.  Deutsch 
West  Hartford,  Conn. 

FRANCE  IS  STYMIED 

BY  SOCIALISM  

France's  economic  woes  are  systemic, 
not  transitory,  which  renders  mean- 
ingless the  term  "recession"  ("La  Re- 
publique  isn't  feeling  so  grand  any- 
more," International  Business,  Mar.  11). 
State-owned  companies  have  employed 
nonstop  "restructuring"  for  more  than  a 
decade.  Additional  restructuring  will 
simply  fuel  more  economic  chaos. 

Socialism  is  the  problem.  As  consul- 
tants in  Paris  for  some  three  years,  we 
were  frustrated  by  repeated  rebuffs  of 
suggestions  on  cost-cutting,  consolida- 
tion, and  missioning  strategies. 

Clients  would  politely  listen  to  the 
ideas,  retire  to  private  deliberation,  and, 
sometime  later,  reply  that  the  concepts 
were  unworkable  because  they  didn't 
conform  to  the  "French  way  of  doing 
things."  These,  of  course,  were  code 
words,  meaning:  (1)  We  don't  eliminate 
jobs  in  a  socialist  company;  (2)  we  won't 
upset  the  unions  by  taking  work  from 
one  group  and  handing  it  to  another 
group;  and  (3)  we  can  always  go  to  the 
state  for  another  handout  if  current 
strategies  fail.  It  was  an  unrewarding 
experience  for  both  client  and  adviser. 


Don't  believe  tourist  tales.  The  FrencI 
are  a  friendly,  intelligent,  and  engaging 
people  to  anyone  willing  to  observe  th« 
Continental  virtues  of  polite  discourse 
and  social  patience.  But  the  near-univer 
sal  Gallic  commitment  to  socialism  wil 
continue  to  stymie  their  efforts  to  be 
come  a  global  economic  superpower. 

Ronald  D.  MallettM 
President)^ 
Graystone  Companies)1) 
Waterbury,  Conn.fl 

DO  MUTUAL  LIFE  IHSURERS 
NEED  A  NEW  SET  OF  RULES? 

Your  recent  story  on  "The  mess  a 
Pru-Bache"  (Cover  Story,  Mar.  4), 
while  most  informative  about  certain 
practices  at  the  brokerage  house,  did  not1 
deal  with  the  larger  question  of  wheth- 
er— and  to  what  extent — mutual  life  in-j 
surers  should  own  subsidiaries  in  indus-l 
tries  outside  their  basic  life-  and  health- 1 
insurance  businesses.  Some  would  arguei 
that  the  mutual  company  policyholder,! 
who  in  effect  is  the  shareholder  in  a| 
mutual  organization,  is  best  served  by 
having  the  company  stick  to  its  core 
businesses  and  invest  its  policyholders' 
money  in  a  broad  range  of  traditional, 
high-grade  investments.  Others  would 
counter  that,  for  the  good  of  the  ongo- 
ing insurance  enterprise,  entry  into  cer- 
tain other  industries  is  justified,  even  at 
some  sacrifice  of  investment  return. 

Mutual  companies  represent  half  the 
assets  in  the  life-insurance  industry,  in- 
cluding several  of  the  biggest:  Pruden- 
tial, Metropolitan,  Equitable,  New  York 
Life,  John  Hancock,  Northwestern,  Mas- 
sachusetts Mutual,  MOXY.  How  they — 
and  the  state  regulators — determine  the 
balance  between  expansion  beyond  the 
core  insurance  businesses  and  maximiz- 
ing investment  returns  for  the  benefit  of 
insurance  policyholders  has  important 
implications  for  the  entire  economy. 

Malcolm  MacKay 
Managing  Director 
Russell  Reynolds  Associates  Inc. 

New  York 

Your  report  on  the  problems  at  Pru- 
dential's subsidiary  provides  a  rare 
glimpse  of  the  operations  within  a  mutu- 
al life-insurance  company.  It  should  also 


Sri 


BUSINESS  WEEK 
APRIL  8,  1991  ***3208 
ISSN  0007-7135 

Published  weekly,  except  for  one  issue  in  January,  by  McGraw-Hill. 
Inc.  Founder  James  H  McGraw  (1860-1948>. 

Executive,  Editorial,  Circulation,  and  Advertising  Offices:  McGraw- 
Hill  Building,  1221  Avenue  of  the  Americas.  New  York.  N  Y.  10020 
Telephone  (212)  512-2000.  Domestic  Telex  12  7960,  International  Tel- 
ex: 232365:  Cable:  .McGraw-Hill  New  York:  TWX:  710-581-4879. 
U.S.  subscription  rate  $39.95  per  year.  2  years.  $69.95;  3  years,  S94.95 
Single  copies.  $2  Write  for  rates  in  other  countries. 
Business  Week  Subscriber  Semces:  1-800*35-1200. 


European  Circulation  Center.  McGraw  Hill  House.  Maidenhead.  Berks. 
England  Telephone  IU62SI  23431.  Telex  M8640. 

Postmaster  Please  send  address  changes  to  BUSINESS  WEEK.  P.O. 
Box  4:10.  Hlghtstown.  NJ.  08520  Second-class  postage  paid  at  New 
York.  N.Y  ,  and  at  additional  mailing  offices.  Postage  paid  at  Montreal. 
P  Q  Registration  Number  9010  Registered  for  GST  as  McGraw-Hill. 
Inc  GST  =  R123075673  Copyright  <  1991  by  McGraw-Hill  Inc.  All  rights 
reserved  Title  registered  in  US.  Patent  Office 


Officers  of  McGraw-Hill.  Inc  Joseph  L  Dionne,  Chairman.  President 
and  Chief  Executive  Officer.  Robert  N  Landes.  Executive  Vice  Presi- 
dent, General  Counsel,  and  Secretary;  Harold  W  McGraw.  III.  Execu- 
tive Vice  President;  Frank  D  Penglase.  Senior  Vice  President.  Trea- 
sury Operations 

PHOTOCOPY  PERMISSION  Where  necessary,  permission  is  granted  by  the  copyright  owner  for  those  registered  with  the  Copyright  Clearance 
Center  (CCCl,  27  Congress  St..  Salem.  Mass  01970.  to  photocopy  any  article  herein  for  the  flat  fee  of  $1  50  per  copy  of  each  article  Send  payment 
to  the  CCC  Copying  for  other  than  personal  or  internal  reference  use  without  express  permission  of  McGraw-Hill  is  prohibited  Address  requests 
for  customized  bulk  reprints  to  Business  Week  Reprints.  P.  O.  Box  457.  Hightstown.  N  J.  08520.  - 


■  call  609  426-5494  ISSN  0007-7 135  91  ,$■>  00 


6  BUSINESS  WEEK/APRIL  8,  1991 


Medical  studies  reveal. . . 


The  earlier  you  use  Rogaine, 

the  better  your 
chances  of  growing  hair. 


"My  hair's  completely  filled  in.  It 
It  was  amazing!  Early  treatment.. 


Rogaine  is  the  only  product  ever 
proven  to  grow  hair.  And  studies 
show  that  using  it  at  the  first  signs 
of  hair  loss  gives  you  the  best 
chance  that  it  will  grow  hair  for  you. 


What  are  the  early  warning 
signs  of  losing  hair? 

Everyone  loses  a  little  hair.  Fifty  to  80  hairs  a  day  is 
normal.  If  you're  losing  more  than  100  hairs  a  day  without 
normal  replacement,  the  first  sign 
will  often  be  thinning  of  the 
"crown"  at  the  top  of  your  scalp. 
See  your  doctor  when  you  first 
notice  it,  because  this  small  bald 
spot  can  grow  larger  over  time. 

Two  million  men  worldwide 
have  tried  Rogaine.  In  yearlong 
clinical  tests  conducted  by  derma- 
tologists at  27  medical  centers 
nationwide,  virtually  half  (48%) 
of  the  men  who  tried  Rogaine  saw 
at  least  moderate  hair  regrowth. 
Thirty-six  percent  had  minimal 
regrowth  and  the  rest  (16%)  had 
no  regrowth. 

Doctors  also  found  that  it  usu- 
ally takes  4  months  or  more 
before  you  can  begin  to  evaluate 
your  use  of  Rogaine.  Side  effects 
were  minimal:  only  5%  of  the  men 
tested  had  itching  of  the  scalp. 


started  growing  in  under  2  months 
it  works!" — Jim  Wilets.  30 


"I  may  not  have  grown  any  hair 
after  6  months,  but  most  of  my 
hair's  stopped  falling  out.  I'm 
glad  I  got  to  the  doctor  fast. " 
— Luis  Silva.  20 


Will  Rogaine  work  for  you? 

Only  your  dermatologist  or 
family  doctor  can  tell  you,  so  see 
one  soon.  The  sooner  you  get  your 
prescription  for  Rogaine  (which  is 
now  available  in  an  economical 
3-pack),  the  sooner  you  could  be 
growing  hair. 

For  more  information,  a  list  of  doctors  in  your  area  who 
can  help  you,  and  a  certificate  worth  $10  as  an  incentive  to 
visit  your  doctor,  call  the  toll-free  number  below. 

Send  in  the  coupon  or  call 

1800  772-0033  ext679 

for  your  $10  certificate.  Soon. 

^  Fill  this  in  now.  Then,  start  to  fill  in  your  hair  loss. 

Mr  Keith  Barton.  The  Upjohn  Company 
PO  Box  9040,  Opa  Locka.  Florida  33054-9944 
Dear  Mr  Barton: 

Please  send  me  a  free  brochure,  full  of  information  on  how  to  treat  my 
hair  loss  with  Rogaine.  And  just  to  make  sure  I  don't  forget  to  go  to  my 
doctor  about  my  hair  loss,  please  send  me  a  list  of  doctors  who  can 
help  me  and  a  certificate  worth  $10  as  an  incentive  to  see  my  doctor 
Thanks. 


"The  first  time  I  saw  hair  growing 
was  at  about  8  months.  I  hadn't 
lost  much.  .  .but  I'm  not  taking  any 
chances." — Ton\  Vila 


Name. 


Address. 


City/State/Zip- 


Phone_ 


.  \ge_ 
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For  a  summary  of  product  information,  see  adjoining  page 


u 


Rogaine 

solution  ^-^minoxidil  2% 

The  only  product  proven  to  grow  hair. 


Rcrcaine 

»  •-'minoxidil  2% 


The  only  product 
proven  to  grow  hair. 

What  Is  R06AINE? 

ROGAINE  Toxical  Solution,  discovered  and  made  by  The  Upiohn  Company,  is  a  standardized  topical  (tor  use  only  on  the  skin) 
prescription  medication  proved  effective  tor  the  long  term  treatment  ot  male  pattern  baldness  ot  the  crown 

ROGAINF  is  the  only  topical  solution  ot  minoxidil  Minoxidil  in  tablet  torm  has  been  used  since  1980  to  lower  blood  pressure 
The  use  ot  minoxidil  tablets  is  limited  to  treatment  ot  patients  with  severe  high  blood  pressure  When  a  high  enough  dosage  in 
tablet  toim  is  used  to  lower  blood  pressure  certain  ettects  that  merit  your  attention  may  occur  These  ellects  appear  to  be  dose 
related 

Persons  who  use  ROGAINE  Topical  Solution  have  a  low  level  ot  absorption  ot  minoxidil,  much  lower  than  that  ot  persons 
bemg  treated  with  minoxidil  tablets  tor  high  blood  pressure  Therefore,  the  likelihood  that  a  person  using  ROGAINE  Topical 
Solution  will  develop  the  ettects  associated  with  minoxidil  tablets  is  very  small  In  tact,  none  ot  these  ettects  has  been  directly 
attributed  to  ROGAINF  in  clinical  studies 
How  soon  can  I  aspect  results  from  using  ROGAINE? 

Studies  have  shown  that  the  response  lo  treatment  with  ROGAINE  may  vary  widely 

Some  men  receiving  ROGAINF  may  see  faster  results  than  others,  others  may  respond  with  a  slower  rate  ot  hair  growth  You 
should  nol  expect  visible  growth  in  less  than  tour  months 
It  I  respond  to  ROGAINE,  what  will  the  hair  look  like? 

II  you  have  very  little  hair  and  respond  to  treatment,  your  first  hair  growth  may  be  soft,  downy,  colorless  hair  thai  is  barely 
visible  After  lurlher  treatment  the  new  hair  should  be  Ihe  same  color  and  thickness  as  the  other  hair  on  your  scalp  If  you  start 
with  subsianlial  hair,  the  new  hair  should  be  of  the  same  color  and  thickness  as  the  rest  ot  your  hair 
How  long  do  I  need  to  use  ROGAINE? 

ROGAINE  is  a  treatmenl,  nol  a  cure  II  you  respond  to  treatment,  you  will  need  to  continue  using  ROGAINE  to  maintain  or 
increase  hair  growth  If  you  do  not  begin  to  show  a  response  lo  treatment  with  ROGAINE  afiei  a  reasonable  period  Qt  time  (at 
least  lour  months  or  morel  your  doctor  may  advise  you  to  discontinue  using  ROGAINE 
What  happens  It  I  stop  using  ROGAINE?  Will  I  keep  the  new  hair? 

If  you  stop  usmg  ROGAINF,  you  will  probably  shed  the  new  hair  within  a  tew  months  alter  stopping  treatment 
What  Is  the  dosage  ot  ROGAINE? 

You  should  apply  a  1  mL  dose  ot  ROGAINE  two  times  a  day.  once  in  the  morning  and  once  at  night,  betore  bedtime  Each 
bottle  should  last  about  30  days  (one  month)  The  applicators  in  each  package  of  ROGAINE  are  designed  lo  apply  Ihe  correct 
amouni  ot  ROGAINE  with  each  application  Please  reler  to  the  Instructions  tor  Use 


>-daily  application  and  return  to  your 


What  II I  miss  a  dose  or  forget  to  use  ROGAINE? 

It  you  miss  one  or  two  daily  applications  of  ROGAINE.  you  should  restart  your  tw 
usual  schedule  You  should  not  attempt  to  make  up  lor  missed  applications 
Can  I  use  ROGAINE  more  than  twice  a  day?  Will  It  work  taster? 

No  Studies  by  The  Upinhn  Company  have  been  carelully  conducted  to  determine  the  correct  amount  ot  ROGAINE  to  use  to 
obtain  the  most  satisfactory  results  More  frequent  applications  or  use  ot  larger  doses  (more  than  one  ml  twice  a  day)  have  not 
been  shown  to  speed  up  the  process  of  hair  growth  and  may  increase  the  possibility  ot  side  effects 
What  are  the  most  common  side  ettects  reported  In  clinical  studies  with  ROGAINE? 

Studies  of  patients  using  ROGAINE  have  shown  that  the  most  common  adverse  ellects  directly  attributable  to  ROGAINE 
Topical  Solution  were  itching  and  other  skin  irritations  of  the  treated  area  ot  the  scalp  Aboui  5%  of  patients  had  these 
i  mi  plaints 

Other  side  effects,  including  lightheadedness,  dizziness,  and  headaches  were  reported  by  patients  using  ROGAINE  or 
placebo  (a  similar  solution  without  the  active  medication) 
What  are  some  ot  the  side  effects  people  have  reported? 

The  frequency  ol  side  effects  listed  below  was  similar,  except  tor  dermatologic  reactions,  in  Ihe  ROGAINE  and  placebo 
groups  Respiratory  (bronchitis,  upper  respiratory  infection,  sinusitis).  Dermatology  (irritant  or  allergic  conlad  dermatitis, 
eczema,  hypertrichosis,  local  erythema,  pruritus,  dry  skin/scalp  flaking,  exacerbation  ot  hair  loss,  alopecia).  Gastrointestinal 
(diarrhea,  nausea,  vomiting).  Neurology  (headache,  dizziness,  lamtness,  hghl-headedness),  Mi/sciy/osAe/e/aMfraclures,  back 
pain,  tendinitis),  Cardiovascular  (edema,  chest  pain,  blood  pressure  increases/decreases,  palpitation,  pulse  rate  increases/ 
decreases),  Allergy  (nonspecific  allergic  reactions,  hives,  allergic  rhinitis,  facial  swelling  and  sensitivity).  Special  Senses 
(coniunctivitis.  ear  infections,  vertigo,  visual  disturbances,  including  decreased  visual  acuity),  Metabolic-Nutritional  (edema, 
weight  gam).  Urinary  Tract  (urinary  trad  infections,  renal  calculi,  urethritis),  Genital  Tract  (prostatitis,  epididymitis,  sexual 
dyslunction).  Psychiatric  (anxiety  depression,  fatigue).  Hematology  (lymphadenopathy,  Ihrombocylopenia),  Endocrine 
Individuals  who  are  hypersensitive  lo  minoxidil,  propylene  glycol,  or  ethanol  must  not  use  ROGAINE 
ROGAINE  Topical  Solution  coniams  alcohol,  which  could  cause  burning  or  irritation  ot  the  eyes,  mucous  membranes,  or 
sensitive  skin  areas  II  ROGAINE  accidentally  gels  into  these  areas,  bathe  the  area  with  large  amounts  ot  cool  tap  water  Contact 
your  doctor  it  irritation  persists 

What  are  the  possible  side  effects  that  could  aflect  the  heart  and  circulation  when  using  R06AINE? 

Although  serious  side  ellects  have  not  been  attributed  to  ROGAINE  in  clinical  studies,  there  is  a  possibility  thai  they  could 
occur  because  the  active  ingredient  in  ROGAINE  Topical  Solution  is  the  same  as  in  minoxidil  tablets 

Minoxidil  tablets  are  used  to  treat  high  blood  pressure  Minoxidil  tablets  lower  blood  pressure  by  relaxing  the  arteries,  an 
eltecf  called  vasodilation  Vasodilation  leads  to  retention  ol  fluid  and  increased  heart  rate  The  following  ettects  have  occurred 
m  some  patients  taking  minoxidil  tablets  lor  high  blood  pressure 

Increased  heart  rate—  some  patients  have  reported  that  their  resting  heart  rate  increased  by  more  than  20  beats  per  minute. 
Rapid  weight  gain  of  more  than  5  pounds  or  swelling  (edema)  of  Ihe  face  hands,  ankles,  or  stomach  area,  Difficulty  m 
breathing  especially  when  lying  down  a  result  of  an  increase  in  body  fluids  or  fluid  around  the  heart.  Worsening  ot,  or  new 
onset  of.  angina  pectoris 

When  ROGAINE  Topical  Solution  is  used  on  normal  skin  very  little  minoxidil  is  absorbed  and  the  possible  effects  attributed 
to  minoxidil  tablets  are  not  expected  with  the  use  ot  ROGAINE  If,  however  you  experience  any  ol  the  possible  side  effects 
listed  discontinue  use  of  ROGAINE  and  consult  your  doctor  Presumably,  such  effects  would  be  most  likely  il  greater 
absorption  occurred  e  g    because  ROGAINE  was  used  on  damaged  or  inflamed  skin  or  in  greater  than  recommended 

amounts 

In  animal  studies  minoxidil  m  doses  higher  than  would  be  obtained  from  topical  use  in  people,  has  caused  important  heart 
structure  damage  This  kind  ol  damage  has  not  been  seen  in  humans  given  minoxidil  tablets  for  high  blood  pressure  al  effective 

doses 

What  factors  may  Increase  the  risk  ot  serious  side  effects  with  R06AINE? 

Individuals  with  known  or  suspected  underlying  coronary  artery  disease  or  the  presence  ol  or  predisposition  to  heart  failure 
would  be  af  particular  risk  il  systemic  effects  (that  is,  increased  heart  rale  or  fluid  retention)  ol  minoxidil  were  to  occur 
Physicians,  and  patients  with  ihese  kinds  ot  underlying  diseases,  should  be  conscious  ol  the  potential  risk  of  treatment  il  they 
choose  to  use  ROGAINE 

ROGAINE  should  be  applied  only  to  the  scalp  and  should  nol  be  used  on  other  parts  of  the  body,  because  absorption  of 
minoxidil  may  be  increased  and  the  risk  ol  side  ellects  may  become  greater  You  should  not  use  ROGAINE  if  your  scalp  becomes 
irritated  or  is  sunburned,  and  you  should  not  use  it  along  with  other  topical  treatment  medication  on  your  scalp 
Can  men  with  high  blood  pressure  use  ROGAINE? 

Individuals  with  hypertension,  including  those  under  treatment  with  antihypertensive  agents,  can  use  ROGAINE  bul  should 
be  monitored  closely  by  their  doctor  Patients  taking  guanethidme  lor  high  blood  pressure  should  not  use  ROGAINE 
Should  any  precautions  be  followed? 

Individuals  using  ROGAINF  should  be  monitored  by  their  physician  one  month  after  starting  ROGAINE  and  at  leasl  every  six 
months  afterward  Discontinue  ROGAINE  if  systemic  effects  occur 

Do  nof  use  it  in  coniunchon  with  other  topical  agents  such  as  corticosteroids,  retinoids  and  petrolatum  or  agents  that 
enhance  percutaneous  absorption  ROGAINE  is  for  lopical  use  only  Each  mL  contains  20  mg  minoxidil  ard  accidental  ingestion 
could  cause  adverse  sysiemic  effects 

No  carcinogenicity  was  found  with  topical  application  ROGAINE  should  not  be  used  by  pregnant  women  or  by  nursing 
mothers  The  effects  on  labor  and  delivery  are  not  known  Pediatric  use  Safety  and  effectiveness  has  not  been  established 
under  age  18 

Cdution  Federal  law  prohibits  dispensing  without  a  prescription  You  must  see  a  doctor  to  receive  a  prescription 
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CORRECTIONS  &  CLARIFICATIONS 

In  the  Corporate  Scoreboard  for  1990 
(Mar.  18,  1991),  two  entries  for  Life- 
time Corp.  were  misstated.  The  stock's 
correct  price-earnings  multiple  is  13; 
the  company's  12-month  earnings  per 
share  are  $1.93. 


focus  attention  on  the  weakness  of  the 
mutual  form  of  organization  when  it  is 
used  to  run  a  broad  network  of  financial- 
service  operations. 

An  ordinary  corporation's  manage- 
ment is  held  accountable  for  major  deci- 
sions by  a  combination  of  controls  from 
the  capital  markets  (threat  of  takeover), 
the  product  markets  (price  competition 
for  its  main  products  and  services),  and 
internal  control  mechanisms  (proxy 
fights  at  shareholder  meetings).  All 
three  are  rendered  ineffective  by  the 
mutuals.  A  takeover  or  proxy  fight  is 
virtually  impossible  because  ownership 
shares,  gained  only  by  buying  insurance 
policies,  can't  be  consolidated  by  raiders 
or  institutional  investors.  Price  competi- 
tion for  the  flagship  product,  a  whole 
life-insurance  policy,  is  complicated  by 
the  variable  policyholder  dividends  paid 
over  the  policy  term. 

The  lack  of  effective  controls  and  the 
absence  of  a  stock  price  as  an  objective 
measure  of  performance  leave  mutual 
managers  free  to  venture  into  danger- 
ous areas  such  as  limited  partnerships. 
Losses  can  be  persistently  subsidized  by 
the  parent's  enormous  free  cash  flow. 

Another  difficulty  with  the  mutuals  is 
attempting  to  develop  a  fair  taxation 
system.  Tax-reform  efforts  over  the  past 
10  years  have  partially  closed  the  gap 
between  the  tax  treatment  of  mutual 
and  stock  insurers,  but  the  mutuals  re- 
tain the  advantage  of  paying  policyhold- 
er dividends  that  are  untaxed  at  the  per- 
sonal level,  while  stock  companies' 
dividends  are  taxed  as  ordinary  income. 

The  time  has  come  to  force  the  mutu- 
als to  convert  to  the  standard  stock-own- 
ership form.  Only  in  this  way  will  the 
financial  market's  control  mechanisms 
be  activated  and  managers  become  ac- 
countable for  strategic  decisions  such  as 
the  acquisition  of  Pru-Bache. 

Don  Fehrs 
Assistant  Professor  of  Finance 
University  of  Notre  Dame 
Notre  Dame,  Ind. 

IF  ONLY  THE  MILITARY 
FOUGHT  HOMOPHOBIA,  TOO 

Thousands  of  American  gay  and  lesbi- 
an soldiers  served  in  the  Persian 
Gulf.  But  when  they  return  to  the  U.  S., 
they  may  have  to  face  another  battle — 


lis  time,  with  U.  S.  military  policy.  The 
•y  of  "successful  integration"  does  not 
tig  true  when  it  comes  to  sexual  orien- 
ition  ("The  military  is  pretty  good 
;  fighting  racism,  too,"  Social  Issues, 
[ar.  11). 

Many  soldiers  fear  that,  as  soon  as 
ley  get  back  to  the  U.  S.,  they  will  be 
i,!,., I  nut  of  the  military.  Essentially, 
ie  armed  forces  postponed  these  sol- 
iers'  discharges  because  it  needed  bod- 
s.  That's  not  successful  integration— 
lat's  hypocrisy. 

How  can  the  military  use  homosexuals 
hen  necessary  and  start  up  the  witch 
unts  again  when  such  personnel  have 
utlived  their  usefulness? 

Steven  M.  Damsky 
Los  Angeles 

IOW  SAFE  ARE 

IEXICAN  VEGETABLES?  

In  "Mexico:  The  salad  bowl  of  North 
America?"  (Industries,  Feb.  25),  you 
tated  that  the  chances  are  good  that 
ie  lettuce  and  tomato  in  my  blt  are 
rown  south  of  the  border. 
I  have  been  a  frequent  visitor  to  Mexi- 
o  for  some  35  years,  and  in  all  those 
ears,  neither  I  nor  my  family  ever  ate  a 
aw  tomato  or  lettuce  because  it  was 
fell  known  that  they  presented  a  dan- 
er  because  of  the  insecticides  used  in 
lexico.  Time  and  again  during  that  peri- 
d,  I  learned  of  people  who  ate  such  raw 
jttuce  and  tomatoes  becoming  seriously 
1.  This  factor  is  so  well  known  that  I'm 
urprised  you  didn't  make  any  reference 
o  it  in  your  article. 

Alexander  Rubin 
Miami  Beach 

Editor's  note:  According  to  the  Agri- 
alt it  re  Dept.,  fruits  and  regetctbles 
hat  are  imported  from  Mexico  are  in- 
spected both  at  the  border  and,  on  oc- 
asion,  at  the  farms  in  Mexico.  So?ne 
mports  are  subject  to  heat  treatment, 
'umigation,  or  a  hot-ivater  dip.  The 
?ood  &  Drug  Administration  moni- 
ors  incoming  food  fo>-  pesticides  and 
)ther  "residues. " 

).K.,  BUT  THEY'RE 

>RETTY  HAIRY  ALL  THE  SAME 

In  "So,  let's  go  hunt  alligators  in  the 
■  sewers,"  (In  Business  This  Week,  Feb. 
.1),  you  refer  to  tarantulas  in  Ikea's  cac- 
us  as  "deadly  insects."  Tarantulas  are 
teither  deadly  nor  insects. 

Bob  Connor 
New  City,  N.  Y. 


.etters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Amen- 
:as,  New  York,  N  Y  10020,  Fax:  (212)  512-4464, 
relex:  12-7960,  Intl.  4998204.  All  letters  must  m- 
:lude  an  address  and  daytime  and  evening  tele- 
)hone  numbers.  We  reserve  the  right  to  edit  letters 
or  clarity  and  space. 


Can  you  guess  who's  eligible 
for  Social  Security? 

They  all  are. 

Because  Social  Security  isn't  just  for  retirement;  it's  for 
people  of  all  ages. 

If  your  life  is  somehow  cut  short,  it  will  pay  survivors 
benefits  to  your  family,  even  if  you're  years  from  retirement. 

If  a  serious  illness  or  injury  prevents  you  from  working, 
it  can  provide  disability  payments. 

New  you  can  find  out  what  your  benefits  might  be  with 
a  free  Personal  Earnings  and  Benefit  Estimate  Statement 
from  Social  Security.  Using  our  records  of  your     — . 
Social  Security  earnings  and  the  future  income  \*7 
information  you  provide  us,  we'll  give  you 
an  estimate  of  what  you  can  expect  — not 
only  for  retirement,  but  in  disability  and 
survivors  benefits  as  well. 

Write  to  Dept.  74,  Pueblo,  Colorado 
81009,  and  we'll  send  you  a  simple 
form  you  can  complete  to  get  your  own 
Personal  Earnings  and  Benefit  Estimate  Statement. 

Social  Security  l^fl 

It's  not  just  for  retirement.  It's  for  life.  CjOinCll 
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THE  PATRIARCH:  THE  RISE  AND  FALL  OF  THE  BINGHAM  DYNASTY 

By  Susan  E.  Tifft  and  Alex  S.  Jones 
Summit  •  574pp  •  $24.95 

FROM  'PUBLIC  TRUST' 

TO  PRIVATE  BATTLEGROUND 


T 


^■|hey  were  known  as  the  Kennedys 
-  if  Kentucky:  powerful,  glamorous, 
H  dogged  by  personal  tragedy.  They 
were  the  Binghams,  and  for  most  of  this 
century  they  ran  a  regional  media  em- 
pire headed  by  The  Courier-Journal 
and  The  Louisville  Times.  An  era  ended 
when  they  sold  out  to  the  Gannett  chain 
in  1986,  ostensibly  to  make  peace  among 
squabbling  clan  members  and  sharehold- 
ers. Theirs  is  not  the  first  dynasty  to 
self-destruct,  nor  even  the  most  promi- 
nent, yet  the  Bingham  story  has  inspired 
four  books  in  the  past  five  years.  The 
Patriarch  is  the  latest 
and  the  best,  because  it 
does  what  none  of  its  pre- 
decessors has  done:  make 
sense  of  the  sale  of  what 
the  Binghams  always  re- 
garded as  their  "public 
trust." 

In  1918,  Robert  Worth 
Bingham  bought  the  sis- 
ter papers  with  money 
left  him  by  his  second 
wife — at  the  time,  it  was 
whispered  that  he  had 
poisoned  her  for  it.  Rec- 
ognizing the  end  of  the 
last  century's  "firey"  and 
"one-sided"  journalism,  he 
and  his  son  Barry,  even- 
tually known  as  Barry 
Sr.,  began  strengthening 
the  editorial  staff.  Because  of  its  exten- 
sive coverage  of  state  issues,  its  crusad- 
ing for  civil  rights,  and  innovations  such 
as  Sunday  supplements,  The  Courier- 
Journal  became  known  as  one  of  the 
country's  top  papers.  Thanks  to  some 
farsighted  purchases  (Louisville's  whas 
radio,  which  became  whas-TY,  and  Stan- 
dard Gravure  printing  company),  the 
family  grew  rich  and  influential.  Its  men 
served  in  diplomatic  posts  for  Presidents 
who  knew  how  politically  useful  a  South- 
ern Democratic  publisher  can  be. 

The  Patriarch's  depiction  of  the  Bing- 
ham companies  serves  as  a  capsule  his- 
tory of  the  newspaper  industry  in  this 
century:  the  transformation  of  papers 
from  "thundering  editorial  forums"  into 
more  objective  news-gathering  opera- 
tions in  the  '20s  and  '30s,  profitable  ex- 
pansion into  TV  stations  in  the  '40s  and 
'50s,  and  the  decline  wrought  by  infla- 
tion and  competing  electronic  media  in 


the  '70s  and  '80s.  Barry  Bingham  Sr., 
the  patriarch  of  the  title,  comes  across 
as  the  last  of  the  gentleman  publishers, 
a  courtly  contrast  to  today's  Al  Neu- 
harths  and  Robert  Maxwells.  Passionate 
about  his  papers'  editorial  stances — of- 
ten quite  liberal  for  the  time  and  for  the 
South — he  was  indifferent  to  finances: 
He  once  asked  the  company  treasurer  to 
explain  "depreciation"  to  his  children, 
adding,  "I've  never  figured  out  what  it 
is  myself,  and  I  don't  even  want  to 
know."  The  Patriarch  suggests  that  the 
fate  of  the  Bingham  papers  reflects  the 


his  is  the  best 
Bingham  book: 
It  makes  sense  of  how 
the  family's  media 
empire  unraveled 
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passing  of  this  sort  of  management. 

In  describing  the  papers'  early  histo- 
ry, Susan  Tifft,  a  Time  editor,  and  her 
husband,  Alex  Jones  of  The  New  York 
Times,  perpetrate  some  clunky  writing: 
There  seem  to  be  two  opening  chapters, 
for  example — one  for  each  author,  per- 
haps. But  when  they  get  to  the  dynas- 
ty's final  15  years,  they  hit  their  stride. 

It  was  the  destiny  of  Barry  Jr.,  who 
became  heir  apparent  after  his  elder 
brother  died  in  a  freak  accident,  to  take 
over  as  editor  and  publisher  at  the  start 
of  the  economically  tough  1970s,  when 
ad  revenues  and  circulation  began  to 
slip.  But  Barry  Jr.,  then  37,  seems  a 
lousy  manager  for  any  era.  While  his 
father  and  grandfather  had  a  gift  for 
finding  brilliant  employees,  insecure 
Barry  Jr.  surrounded  himself  with  medi- 
ocrities. Overly  conscientious  and  princi- 
pled, he  "tended  to  elevate  his  personal 
judgment  to  the  status  of  moral  impera- 


tive"— at  times  going  to  absurd  lengths. 
When  he  established  a  "no  freebies  ac- 
cepted" policy,  common  at  papers  and 
magazines,  he  even  insisted  that  book 
editors  pay  for  traditionally  free  review 
copies.  (I  encountered  this  policy  while 
working  at  a  publishing  house,  where 
Courier-Journal  checks  for  $12.95  were 
the  bane  of  the  accounting  department.) 

Worse,  the  new  boss's  "skewed  zeal" 
hurt  editorial  quality.  "The  refreshing 
openness  he  fostered  led  to  some  brave 
journalism  even  as  it  encouraged  report- 
ers to  publish  stories  in  the  name  of  full 
disclosure  that  were  uselessly  or  deliber- 
ately cruel,"  the  authors  write.  When  a 
new  managing  editor  proved  too  inexpe- 
rienced, for  example,  Barry  Jr.  trans- 
ferred her — then  let  the  paper's  media 
columnist  quote  him  as  saying  she  was 
incompetent. 

Barry  Jr.  didn't  take  it  well  when,  in 
the  late  1970s,  his  mother  and  two  sis- 
ters began  criticizing  his  performance, 
often  in  letters  to  the  edi- 
tor, which — full  disclosure 
again — the  paper  printed. 
In  1984,  he  got  his  par- 
ents to  vote  them  off  the 
board.  Sister  Sallie  then 
announced  she  would  sell 
her  shares.  Barry  refused 
to  meet  her  $42  million 
price — partly  because  he 
feared  saddling  the  com- 
pany with  debt,  partly  be- 
cause he  never  liked  Sallie 
much  anyway. 

The  feud  was  on.  As 
the  authors  relate  the 
clan's  crumbling  relation- 
ships and  convoluted  ne- 
gotiations, the  book  takes 
on  a  thriller's  pace,  com- 
plete with  a  dramatic  cli- 


max in  Barry  Sr.'s  office.  Several  senior 
executives  threatened  to  quit  if  the  old 
man  ceded  majority  control  to  his  son. 
This  heightened  Barry  Sr.'s  fear  that  the 
papers  would  deteriorate  while  bearing 
the  Bingham  name.  The  "public  trust" 
would  become  a  public  humiliation. 

So  the  empire  was  sold — not  out  of  a 
wish  to  restore  family  peace  but  for  a 
simpler,  harsher  reason:  Barry  Sr.  had 
no  confidence  in  his  children.  The  patri- 
arch died  in  1988.  His  widow  and  off- 
spring are  much  richer  but  are  barely  on 
speaking  terms.  Tifft  and  Jones  don't 
speculate  about  whether  the  dynasty 
could  have  been  preserved.  Rather,  they 
spin  a  traumatic  business  story,  telling 
what  happens  to  a  family  company  when 
family  members  just  don't  trust  one 
another. 

BY  TROY  SEGAL 
Louisville  native  Segal  learned  to  read 
with  The  Courier-Journal. 
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Economic  Viewpoint 


HEALTH  CARE: 

WHY  CORPORATE  AMERICA  IS  PARALYZED 


BY  ROBERT  KUTTNER 


Most  businesses  are 
too  busy  trying  to 
shift  costs 
somewhere  else 
to  see  that  a 
universal 
health-insurance 
approach  would  save 
everyone  money 


ROBERT  KUTTNER  IS  ECONOMICS 
CORRESPONDENT  FOR  THE  NEW 
REPUBLIC  AND  AUTHOR  OF 
THE  END  OF  LAISSEZ-FAIRE 


The  business  community  continues  to  be 
divided  on  the  issue  of  health  care  in 
instructive  and  ironic  ways.  Medical  in- 
flation is  still  roaring  along  at  more  than  dou- 
ble the  general  inflation  rate,  and  business 
shoulders  much  of  the  burden,  paying  approxi- 
mately 28$  of  direct  health  care  costs  through 
employee  benefits. 

Some  large  corporations,  especially  those 
with  unions  or  generous  health  plans,  tend  to 
support  fairly  radical  surgery  to  fix  the  sys- 
tem. Others  prefer  simply  to  shift  costs  onto 
their  employees  through  reduced  benefits. 
Many  smaller  businesses,  which  do  not  provide 
health  benefits,  flatly  oppose  either  universal 
health  insurance  or  government-mandated  pri- 
vate insurance.  Another  influential  set  of  busi- 
nesses— those  that  provide  health  care — tend 
to  support  broader  insurance  coverage  but 
fiercely  oppose  tighter  cost  containment. 

No  one  knows  if  these  splits  can  be  over- 
come in  a  manner  that  produces  constructive 
public  policy.  Big  businesses,  of  course,  are 
seldom  hotbeds  of  socialistic  sentiment.  But 

s  e  large  corporations  are  coming  around  to 

the  view  that  a  comprehensive  and  substantial- 
ly regulated  national  system  of  health  care  is 
the  only  way  to  restrain  escalating  charges, 
reduce  cost  shifting,  and  require  free-riding 
businesses  to  pay  their  fair  share.  Ultimately, 
the  bills  of  the  uninsured  are  paid  either 
through  taxes  or  through  higher  premiums 
charged  to  paying  customers,  and  the  sheer 
inefficiency  of  the  present  patchwork  system 
inflates  everyone's  costs. 
big  guns.  The  blue-chip  National  Leadership 
Coalition  for  Health  Care  Reform,  for  exam- 
ple, is  quietly  moving  toward  a  comprehensive 
proposal  that  would  require  every  employer  to 
either  provide  a  specified  level  of  health  insur- 
ance or  pay  a  tax  ("play-or-pay")  and  would 
include  comprehensive  cost-containment  fea- 
tures. The  tax  would  finance  part  of  a  residual 
public  health  insurance  system  to  cover  those 
not  insured  by  their  employers.  The  coalition 
includes  AT&T  and  several  Baby  Bells,  Bethle- 
hem Steel,  Chrysler,  Ford,  Eastman  Kodak, 
General  Electric,  Lockheed,  3M,  Westing- 
house,  and  Xerox,  as  well  as  several  trade 
unions  and  charitable  and  professional  associa- 
tions. Notably  absent  are  the  health  insurance, 
hospital,  and  pharmaceutical  industries  and 
the  American  Medical  Assn. 

What  continues  to  divide  the  coalition  are 
such  thorny  issues  as  how  comprehensive  any 
government-mandated  coverage  should  be, 
how  the  tax-supported  portion  of  the  system 
should  be  financed,  and  just  how  cost-contain- 
ment regulation  should  operate.  There  is  also 
the  awkward  problem  of  new  taxes. 


Any  universal  approach  necessarily  in-j 
creases  taxes  even  if  it  ultimately  contains! 
overall  costs.  The  proposal  of  last  year's  bipar-j 
tisan  Pepper  Commission  on  comprehensive] 
health  care,  a  play-or-pay  approach  not  unlike  I 
what  the  leadership  coalition  is  contemplating,] 
was  criticized  as  fiscally  improbable  because  it 
required  new  tax  receipts  of  over  $60  billion  a 
year.  A  Canadian-style  universal  system,  en- 
tirely publicly  financed,  would  increase  taxes 
by  hundreds  of  billions  of  dollars  a  year — but 
it  would  reduce  employer,  administrative,  and 
out-of-pocket  costs  by  nearly  as  much 
one  STEP  ahead.  Although  the  Leadership  Co- 
alition includes  impressive  corporate  represen- 
tation, such  industry  groups  often  take  on  a 
life  of  their  own  and  get  out  in  front  of  their 
CEOs.  It  is  not  yet  clear  that  more  than  a 
handful  of  the  200  or  so  Business  Roundtable 
CEOs,  who  tend  to  recoil  from  regulation  in 
their  own  industries,  are  truly  prepared  to  put  | 
aside  ideological  qualms  and  support  a  plainly 
socialistic  health  system — even  one  that  saves 
them  money. 

Moreover,  many  advocates  of  a  Canadian- 
style  universal  system,  such  as  Dr.  Sidney  M. 
Wolfe  of  the  Ralph  Nader-affiliated  Public  Cit- 
izen Health  Research  Group,  argue  convinc- 
ingly that  only  a  universal  system  can  avoid 
the  pitfalls  of  cost-shifting,  in  which  providers 
stay  one  step  ahead  of  the  forces  of  cost  con- 
tainment by  inventing  new  procedures,  gold- 
plating  treatments,  complicating  bills,  inflating 
diagnoses,  and  shifting  costs  to  the  better- 
insured  parts  of  the  system.  A  universal  sys- 
tem, in  contrast,  caps  overall  costs  and  com- 
pels the  several  provider  groups  to  fight  over 
a  relatively  fixed  pie.  Although  it  is  possible  in 
principle  for  a  play-or-pay  system  to  achieve 
much  of  the  discipline  of  a  universal  system,  it 
is  not  yet  clear  whether  leading  businesses 
would  support  the  degree  of  regulation  that 
would  be  required. 

Thus,  we  have  another  in  a  never-ending 
series  of  instructive  contradictions  of  capital- 
ism. Soaring  health  costs  are  cutting  into  cor- 
porate profits,  and  market-like  approaches 
aren't  restraining  costs.  Yet  the  villain  of  the 
piece  is  another  set  of  corporations  that  mis- 
use their  entrepreneurial  ingenuity  to  keep 
ratcheting  up  health  costs. 

In  the  usual  account,  it  is  government  that 
is  paralyzed.  But  in  this  case,  the  paralysis  of 
public  policy  reflects  an  underlying  gridlock  of 
diverse,  profit-making  constituencies.  Unfortu- 
nately, this  costs  the  nation  and  its  businesses 
a  lot  of  money,  not  to  mention  much  human 
suffering.  It  remains  to  be  seen  whether  U.  S. 
business  can  divine  its  true  collective  interest, 
let  alone  pursue  it.  B 
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ECONOMIC  VIEWPOINT 


Our  copiers  are  designed  from  a  different  point  of  view. 


At  Canon, we  approach  copying  from  a 
different  perspective. Yours. 

You  wanted  copiers  that  combine  qual- 
ity and  performance.We  gave  you  that,  along 
with  superior  technology  and  a  design  that 
makes  them  remarkably  easy  to  use. 

Because  different  work  environments  have 
different  needs, we  designed  a  copier  line  that's 
more  than  just  the  industry's  largest,  it's  the 
most  varied. Our  models  range  from  com- 


Canon 

The  choice  is  Canon 


pact  desk-top  units  to  high-speed  copying  sys- 
tems to  the  most  advanced  digital  full  color 
copying  available. 
And  to  keep  your  business  productive, 
we  developed  a  wide  variety  of  feeding  and 
finishing  options  as  well  as  faster  copy  speeds. 

In  short,  before  any  Canon  copier  is  de- 
signed by  us,  it's  designed  by  you.  It's  no  wonder 
we're  America's  most  popular  copier.  For  in- 
.   formation,  call  toll-free  1-800-OK-CANON. 
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conomic  Trends 


BY  GENE  KORETZ 


A  GAS  TAX  HIKE 
MIGHT  NOT 
CLOBBER  THE  POOR . 


|igher  federal  excise  taxes  on  gaso- 
line would  seem  to  promise  multiple 
benefits  for  the  U.  S.  economy — reduc- 
ing the  budget  deficit,  encouraging  con- 
servation, and  limiting  both  pollution 
and  II.  S.  dependence  on  foreign  oil.  The 
problem  for  many  opponents,  however, 
is  that  such  taxes  are  highly  regressive 
in  that  they  impose  the  heaviest  burden 
on  low-income  households.  Indeed,  that's 
one  reason  Congress  limited  the  gasoline 
tax  hike  it  passed  last  fall  to  just  5<t  per 
gallon,  a  paltry  increase  that  left  the 


ARE  GASOLINE  TAXES 
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average  U.  S.  tax  bite  still  less  than  one- 
fifth  of  that  paid  by  motorists  in  Germa- 
ny, Japan,  France,  and  Britain. 

Not  everyone  agrees  that  gasoline 
taxes  are  regressive,  however.  In  a  re- 
cent study,  economist  James  M.  Poterba 
of  Massachusetts  Institute  of  Technol- 
ogy argues  that  looking  at  gasoline  out- 
lays as  a  percent  of  annual  incomes  is  a 
pooi-  way  to  determine  regressivity.  A 
better  guide  to  household  well-being,  he 
says,  is  how  much  households  spend 
each  year.  And  by  that  measure,  his  cal- 
culations indicate  that  gasoline  taxes  are 
not  highly  regressive  at  all. 

Why  emphasize  spending  levels  rather 
than  income  levels?  For  one  thing,  in- 
come measui'es  don't  normally  include 
in-kind  benefits,  such  as  food  stamps 
and  medicaid.  For  another,  people  tend 
to  move  in  and  out  of  different  income 
classes  depending  on  events,  such  as  ill- 
ness or  unemployment,  and  on  stages  in 
their  life  cycles.  Because  spending  lev- 
els reflect  past  and  expected  income 
streams,  they  are  more  representative 


of  how  well  off  people  are  over  time. 

Gasoline  taxes  based  on  income  levels 
do  appear  highly  regressive.  Based  on 
1986  survey  data,  Poterba  calculates 
that  expenditures  on  gasoline  as  a  per- 
cent of  income  are  four  times  higher  for 
the  lowest  10$  of  households  than  for 
the  top  20%  and  that  shares  of  income 
devoted  to  gasoline  decline  steadily  as 
one  moves  up  the  income  ladder. 

But  expenditure  levels  tell  another 
story  (chart).  The  lowest  107'  of  house- 
holds ranked  by  total  expenditures 
spend  about  8.9'/'  of  their  outlays  on 
gasoline,  less  than  any  other  group.  The 
heaviest  burden  of  gasoline  taxes  ap- 
pears to  fall  on  middle-class  households. 

Poterba  also  notes  that  a  gasoline  tax 
hike  would  be  reflected  in  the  consumer 
price  index  and,  thus,  would  have  little 
impact  on  households  whose  incomes  are 
indexed  to  inflation  through  transfer 
programs  such  as  Social  Security.  "For 
the  poor  in  inner  cities  who  use  public- 
transportation,  "  he  says,  "a  tax  increase 
will  yield  higher  income  with  little  off- 
setting change  in  the  cost  of  living." 


...  AND  DRIVERS 
MAY  BE  BUYING 
TOO  MUCH  OCTANE 


Americans  may  be  spending  as  much 
as  $4  billion  more  than  they  need  to 
on  gasoline,  according  to  a  recent  Gener- 
al Accounting  Office  report.  The  GAO 
cites  an  Energy  Dept.  study  indicating 
that  premium  gasoline  sales  increased 
from  14';  of  total  gasoline  sales  in  1984 
to  237  in  1989.  Yet  the  percentage  of 
new  cars  needing  premium  gasoline  fell 
from  26.6$  in  1971  to  67  in  1988.  And 
Energy  estimates  that  the  share  of  the 
total  automotive  fleet  on  the  road,  in- 
cluding old  cars,  that  needs  premium  de- 
creased from  187  in  1983  to  1."/'  in  1988. 

Another  sign  that  overbuying  may  be 
occurring  was  a  drop  in  premium's  mar- 
ket share  when  prices  soared  last  sum- 
mer. Premium  saN-s  in  the  Washington 
area,  for  example,  fell  from  40$  to  207 
of  total  gasoline  sales  when  all  gas 
prices  rose  by  about  29<t  per  gallon  in 
the  wake  of  the  invasion  of  Kuwait. 


MORTGAGE  DEBT 
WILL  KEEP  CONSUMERS 
ON  A  TIGHT  LEASH 


Anyone  who  sees  a  strong  rise  in 
consumption  ahead  had  better  look 
twice  at  consumers'  mortgage-debt  bur- 
dens, warns  economist  Robert  H.  Chan- 
dross  of  Lloyds  Bank  PLC.  Just  as  rising 


home  prices  during  most  of  the  1980s 
allowed  consumers  to  keep  spending  by 
converting  their  housing  equity  into 
debt,  he  says,  the  weakening  of  home 
prices  in  recent  years  will  constrain 
spending  growth. 

One  measure  of  the  burden  weighing 
on  homeowners  is  the  rise  in  the  ratio  of 
home-mortgage  debt  to  the  value  of 
owner-occupied  real  estate.  From  1960  to 
1987,  notes  Chandross,  that  ratio  stayed 
between  v367  and  467 .  But  in  the  three 
years  ended  in  1990,  it  jumped  to  57.57. 
To  put  this  rise  in  perspective,  he  calcu- 
lates that  restoring  the  ratkr  of  debt  to 
home  equity  to  its  level  at  the  end  of 
1987  would  require  the  value  of  all  own- 
er-occupied housing  in  the  nation  to  ap- 
preciate by  about  257,  or  $1.14  trillion. 

"Since  home  prices  can't  rise  much 
without  declining  mortgage  rates,"  says 
Chandross,  "we're  unlikely  to  see  a  ro- 
bust economic  recovery  until  Treasury 
bond  rates  fall  to  87  or  lower." 


WILL  GERMANY'S 

CLAMPDOWN 

DRAG  DOWN  EUROPE? 


It  has  been  called  "Reaganomics  on  the 
BRhine" — the  combination  of  tight 
money  and  fiscal  ease  that  Germany  has 
applied  to  its  economy  over  the  past 
year  or  so.  While  clamping  down  on  its 
money  supply,  Germany  has  allowed  its 
federal  budget  deficit  to  explode  from 
virtually  zero  in  1989  to  47  of  its  gross 
national  product  this  year. 

That's  exactly  the  kind  of  economic 
policy  mix,  of  course,  that  caused  the 
dollar  to  soar  in  the  early  1980s,  foster- 
ing huge  trade  deficits  in  the  process. 
Indeed,  with  its  export  orders  tumbling 
and  imports  setting  records,  Germany 
recently  posted  its  first  current-account 
deficit  since  1985. 

The  difference,  however,  is  Germany's 
decision  to  do  something  that  was  anath- 
ema to  the  Reagan  Administration:  cut 
its  deficit  by  raising  taxes.  Economists 
estimate  that  the  German  government's 
new  deficit-reduction  package  will  boost 
tax  revenues  by  almost  27  of  GNP. 

This  fiscal  U-turn  is  partly  a  response 
to  pressure  from  other  European  nations 
whose  economies  have  been  battered  by 
Germany's  tight  money  policy  because 
of  currency  ties  to  the  mark.  But  Germa- 
ny isn't  likely  to  ease  money  and  risk  the 
inflationary  effects  of  a  falling  mark  un- 
til its  fiscal  restraint  has  slowed  the 
booming  western  German  economy. 
Thus,  the  key  question  for  Europe  is 
whether  monetary  relief  will  come  too 
little  and  too  late  to  prevent  the  Conti- 
nent from  sliding  into  recession.  H 
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ECONOMIC  TRENDS 


A  fuming  smokestack  is  the  perfect  symbol  of  our  national  dilemma. 
On  one  hand,  it  means  the  jobs  and  products  we  need.  On  the 
other,  it  means  pollution.  t*>  Some  think  having  one  without 
the  other  will  take  a  miracle.  We  think  it  will  take  natural 
gas.      Because  gas,  the  cleanest  of  all  fossil  fuels,  can 
reduce  emissions  across  the  board.  You  name  it  — 
CO.  C02,  N0X,  S02,  particulates  — and  natural  gas 
combustion  produces  none  or  substantially 
less.       But  gas  is  more  than  clean.  It's 
extremely  efficient  as  well.  So  even 
fewer  pollutants  are  created  since 
less  fuel  is  expended  to  do  a 
job.       Which  also  reduces 
costs.  And  that's  another 
argument  favoring  gas.  It 
makes  the  fight  against 
pollution  more  affordable. 
And,  since  nature 
blessed  North  America  with 
vast  stores  of  gas,  it's  a  fight 
we  can  definitely  win.  With 
energy  security  and  a 
better  trade  balance  as  a 
bonus.      Natural  gas. 
It's  not  the  only  answer. 
Just  the  best  one  we  have 
right  now. 


STAY 
AT  HILTON. 
PUT  IT  ON  VISA. 

EARN 
TRIPLE  MILES. 


Only  Hilton  and  Visa  present 
triple  miles  with  United  or  American. 


Hilton  Hotels  and 
Visa  are  pleased  to 
present  an  otter 
that's  miles  ahead  of  the 
competition. 

From  February  1.  1991 
until  April  30.  1991,  you 
can  earn  triple  miles  in 
either  American  s  iVAdv  antage  <  >r 
United's  Mileage  Plus  Irequent  tra\el- 
er  programs — the  two  most  popular 
in  the  country 

Now  instead  ot  earning  S00  miles 
per  stay.  AAdvantage  or  Mileage  Plus 
members  can  earn  a  generous  1,500 
miles.  Just  stay  at  a  participating 


1  lilton  p.i\  I  lilti  m  s 
Corporate  Rate  or  higher, 
and  charge  your  stay  on 
your  Visa  card 

This  c  liter  i^  available 
>  any  AAdvantage  or 
Mileage  Plus  program 
members  w  ho  pay  tor 
their  qualifying  Hilton  stay  with  their 
Vis.i  card  .Members  of  HHonors. 
Hilton's  guest  reward  program,  can 
earn  triple  miles  by  using  their  Visa 
card,  in  addition  to  earning  regular 
HHonors  points  And  if  you're  not 
yet  an  HHonors  member,  now's  the 
perfect  time  to  join.  You  can  even 


enroll  by  fax  (214-788-1818).  or  simply 
pick  up  an  application  at  a  participat- 
ing Hilton 

So  next  time  you  take  off  on  busi- 
ness, remember  your  Visa  card  and 
make  Hilton  your  destination  That's 
all  it  takes  to  earn  triple  AAdvantage 
miles  or  Mileage  Plus  miles.  There  s 
no  better  offer  from  the  ground  Lip 
Call  1-800-H1LTONS  or  your  travel  con- 
sultant and  guarantee  your  reserv  ation 
with  your  Visa  card  today. 

HILTON 

HOTELS  &  RESORTS 


For  this  offer,  HHonors  points  and  frequent  traveler  miles  ma\  be  subject  to  certain  rate  and  other  restrictions,  and  are  available  only  at  participating  Hiltons  American  Airlines' 
and  A*\dvantagc*  are  registered  trademarks  of  American  Airlines  Inc  American  Airlines  reserves  the  nght  to  change  AAdvantage  program  rules,  reputations,  travel  awards  and  special  offers 
without  notice  American  Airlines  reserves  the  nght  to  end  the  AAdvantage  program  with  SX  months  notice  (Contact  American  Airlines  and  United  Airlines  for 
specific  details  on  terms,  conditions  rules  and  pn>cedures  regarding  their  respective  frequent  traveler  programs  )  hull  details  of  the  HHonors  program  will  be  available  w  hen  vou  enroll 
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THOSE  UPBEAT  NUMBERS 

ARE  MAINLY  WINDOW  DRESSING 


fhe  U.  S.  economy  is  trying  valiantly  to  mount  an 
economic  recovery.  That  doesn't  mean  it's  succeed- 
ing. True,  consumer  confidence  has  rebounded 
tmartly.  The  Federal  Reserve  Board  has  pushed  short- 
erm  interest  rates  lower.  The  money  supply  is  growing 
'aster.  The  stock  market  is  still  well  above  its  mid- 
fanuary  reading.  And  housing  is  beginning  to  show  a 
mlse.  Looks  like  the  beginnings  of  a  turnaround,  right? 

Take  another  look.  Unemploy- 
ment claims  are  still  rising — to 
an  eight-year  high.  Long-term 
interest  rates  have  moved  back 
up.  Car  sales  aren't  showing 
any  postwar  bounce.  Corporate 
earnings  look  shakier  than  ex- 
pected. Factory  orders  are  fall- 
ing. And  prospects  for  exports 
are  dimmer,  because  of  the 
growing  threat  of  a  global  eco- 
nomic downturn  (page  22).  For 
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iow,  recession  minuses  still  outweigh  recovery  pluses, 
suggesting  that  victory  in  the  gulf  will  not  bring  the 
mick  and  easy  upturn  that  many  had  hoped  for. 

What's  more,  the  recession  will  not  wash  away  the 
jconomy's  multitude  of  longer-term  problems,  such  as 
nassive  debt,  weak  banks,  overvalued  real  estate,  gov- 
irnment  deficits,  and  poor  productivity  growth.  These 
/irtually  guarantee  that,  when  the  recovery  finally  does 
irrive,  it  will  be  disappointingly  meek  by  past  standards. 

SHOPPERS  The  economy's  near-term  fate  is  in  the 
ARE  IN  hands  of  consumers,  and  they  are  111- 

NO  MOOD      equipped  to  lead  a  recovery.  Real  incomes 
TO  SPEND      are  fa]]jng;  the  saving  rate  is  historically 
low,  and  household  debts  are  so  high — relative  to  in- 
comes— that  taking  on  more  would  be  foolhardy. 

Consumers  just  don't  have  the  money  to  match  their 
Dptimism.  Consumer  confidence  posted  the  sharpest  in- 
crease on  record  in  March.  The  Conference  Board's  index 
rose  to  81,  up  from  59.4  in  February,  as  Americans 
heaved  a  collective  sigh  of  relief  after  the  war. 

The  record  jump  came  only  five  months  after  the 
record  decline  posted  in  October.  Still,  confidence  re- 
mains far  below  the  101.7  reading  in  July,  the  month 
before  Iraq  invaded  Kuwait.  With  the  "Mideast  effect" 
now  gone  from  the  index,  economic  conditions  will  rule 
future  measures  of  consumer  attitudes. 

Therein  lies  a  bit  of  a  paradox.  The  March  reading 
showed  a  decided  split  between  how  consumers  feel 
about  the  future  and  how  they  feel  right  now  (chart).  All 


the  increase  in  confidence  reflected  a  surge  in  expecta- 
tions that  better  times  lie  ahead,  but  consumers'  assess- 
ment of  their  present  condition  continued  to  deteriorate. 

This  is  a  clear  sign  that  consumers  are  increasingly 
concerned  about  jobs  and  incomes.  Until  they  see  their 
present  situation  improving,  consumers  are  unlikely  to 
act  on  their  optimism  by  splurging  on  a  new  car  or  any 
other  big-ticket  item  that  means  taking  on  more  debt.  As 
long  as  the  job  market  is  sinking,  this  is  a  catch-22  that 
is  likely  to  prevent  a  quick  rebound  in  spending. 

FED  EASING    For  now,  at  least,  interest  rates  present 
HASN'T         another  roadblock  to  recovery.  A  steeper 
TRICKLED      yield  curve — that  is,  a  wider  spread  be- 
DOWN  YET     tween  short-term  and  long-term  rates — 
typically  presages  a  turnaround.  This  is  clearly  the  case 
right  now,  resulting  from  the  Fed's  efforts  to  push  down 
short-term  rates.  But  this  time,  there's  a  difference. 

In  the  past,  short-term  rates  typically  have  dropped 
three  times  as  much  as  long-term  rates  during  a  reces- 
sion and  into  the  early  stages  of  recovery.  This  time, 
however,  the  gap  has  been  widening  in  recent  weeks, 
partly  because  long-term  rates  have  been  rising  (chart). 

The  Federal  Reserve's  easing  of  short-term  rates  has 
done  little  to  push  down  rates  further  out  on  the  yield 
curve.  One  problem  is  that  the  recent  increases  in  the 
price  indexes  have  spooked  the  bond  market,  which  re- 
mains vigilant  against  any  signs  of  faster  inflation. 

But  long-term  rates  will  have 
to  start  falling  before  a  recov- 
ery can  lift  off.  That's  particu- 
larly true  because  consumers 
haven't  benefited  much  from 
the  downturn  in  short-term 
rates.  If  anything,  the  lower 
rates  on  such  investments  as 
bank  certificates  of  deposits 
have  cut  into  interest  income. 

At  the  same  time,  banks  have 
been  reluctant  to  lower  their 
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prime  lending  rate,  which  determines  the  interest  costs 
for  many  consumer  loans,  such  as  home  equity  borrow- 
ings. The  spread  between  fed  funds  and  the  prime  is 
now  at  its  widest  in  more  than  nine  years. 

The  Fed  also  can  do  little  to  lower  the  still  lofty 
interest  rates  on  credit  cards.  And  since  consumers  are 
wrestling  with  large  debt  burdens,  the  high  cost  of  bor- 
rowing may  dissuade  many  from  using  credit  to  increase 
their  spending. 

Businesses  are  also  laden  with  debt,  and  high  rates 
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increase  the  cost  of  servicing  that  debt.  That's  an  acute 
problem  right  now  because  interest  payments  are  rising 
while  corporate  earnings  are  falling.  The  Commerce 
Dept.  reported  that  fourth-quarter  corporate  profits  be- 
fore taxes  fell  2.4%,  to  an  annual  rate  of  $310.8  billion. 
First-quarter  earnings  are  shaping  up  to  be  weak  as 
well,  particularly  in  view  of  IBM's  disappointing  projec- 
tion (page  77). 

I DETROIT'S  The  rejuvenating  power  of  lower  long- 
SALES  term  rates  was  evident  in  the  latest  re- 

REMASN        port  0n  existing-home  sales.  Mortgage 
STALLED        rates  dipped  below  10%  in  February,  and 
resales  shot  up  7.9%,  to  an  annual  rate  of  3.13  million. 

The  February  gain  wras  the  biggest  in  almost  five 
years,  but  does  the  jump  signal  a  rebound  for  the  be- 
leaguered housing  industry?  Probably  not,  because  a 
sustained  pickup  in  house  buying  depends  on  affordable 
mortgages.  And  mortgage  rates  followed  the  rise  of 
other  long-term  yields  in  March.  This  suggests  that 
home  sales  may  have  retrenched  last  month. 

The  higher  cost  of  financing 
is  also  hitting  the  other  big- 
ticket  consumer  item:  new  cars. 
Despite  the  euphoria  from 
peace  in  the  gulf  and  anecdotal 
reports  of  heavier  showroom 
traffic,  consumers  are  doing 
more  browsing  than  buying. 

In  mid-March,  new  U.  S.-made 
cars  sold  at  an  annual  rate  of 
just  6  million.  That's  the  same 
mediocre  pace  as  in  the  past 
two  months.  Consumer  buying  of  cars — as  well  as  other 
expensive  durable  goods — won't  pick  up  until  households 
see  some  gains  in  real  aftertax  incomes  and  job  growth. 

The  trend  in  new  filings  at  state  unemployment  offices 
isn't  favorable.  Jobless  claims  surged  in  the  week  ended 
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Mar.  9,  to  an  annual  rate  of  519,000.  In  the  past,  new 
claims  have  tended  to  top  out  about  two  months  before 
the  start  of  an  upturn  in  the  economy,  but  there  is  no 
sign  yet  that  they  have  stopped  rising.  The  latest  num- 
ber was  the  highest  since  early  1983,  and  the  four-week 
average  continues  to  track  upward  (chart).  That  sug- 
gests that  the  job  market  deteriorated  further  in  March. 

I FACTORY  With  consumers  sitting  on  the  fence  and 
ORDER  long-term  interest  rates  rising,  businesses 

BOOKS  ARE  may  be  rethinking  their  capital-spending 
EMPTIER  plans.  Weak  factory  orders  indicate  that 
demand  for  equipment  is  sluggish  so  far  this  year,  al- 
though companies  had  indicated  in  the  fourth  quarter  of 
1990  that  most  of  the  rise  in  capital  spending  for  1991 
would  take  place  in  the  first  half. 

The  Commerce  Dept.  reported  that  new  orders  for 
durable  goods  fell  by  0.3%  in  February,  after  a  1.5%  drop 
in  January.  Because  of  a  computer  problem,  the  govern- 
ment could  not  tally  actual  levels  of  orders,  but  the 
latest  declines  indicate  that  ordering  in  the  first  quarter 
has  fallen  below  the  pace  of  the  fourth  quarter  of  1990. 

Durable  goods  manufacturers  are  also  watching  their 
order  backlogs  shrink.  In  February,  unfilled  orders 
slipped  0.1%,  after  no  change  in  January.  Excluding  air- 
craft, which  still  enjoys  high  demand,  backlogs  are  down 
5'v  from  a  year  ago.  That  means  companies  will  continue 
to  slash  payrolls  and  output  until  orders  pick  up.  And 
with  long-term  interest  rates  still  relatively  high,  busi- 
nesses may  be  disinclined  to  invest  in  new  equipment. 

All  this  creates  a  vicious  cycle  for  the  economy.  Con- 
sumers won't  spend  until  income  and  jobs  start  to  in- 
crease. But  businesses  won't  add  to  payrolls  or  produc- 
tion until  demand  for  their  goods  begins  to  rise,  which 
depends  on  consumers  buying  more.  Without  lower  long- 
term  interest  rates,  this  circle  seems  likely  to  corkscrew 
the  economy  into  an  even  deeper  hole — and  push  the 
recovery  into  the  second  half. 


CONSTRUCTION  SPENDING 

readings  of  the  index  indicate,  however, 
that  weakness  in  the  industrial  sector 
continues  to  keep  the  entire  economy  on 
a  recessionary  path. 

FACTORY  INVENTORIES 

EMPLOYMENT 

Monday,  Apr.  1,  10  a.m. 
Spending  on  construction  projects  proba- 
bly rose  a  small  0.3r;'  in  February,  ac- 
cording to  the  consensus  forecast  com- 
piled by  mms  International,  a  unit  of 
McGraw-Hill  Inc.  A  surge  in  Homebuild- 
ing likely  offset  weakness  in  the  con- 
struction of  factories  and  offices.  In  Jan- 
uary, spending  dropped  2.6%,  its  10th 
consecutive  decline. 

NAPM  SURVEY 

Friday,  Apr.  5,  8:30  a.m. 
The  MMS  economists  expect  that  non- 
farm  payrolls  declined  a  further  sharp 
125,000  in  March.  More  than  1.2  million 
jobs  have  already  been  eliminated  since 
last  June.  The  unemployment  rate  is 
forecast  to  rise  to  6.7$  in  March,  up 
from  6.5''  in  February. 

INSTALLMENT  CREDIT 

Tuesday,  Apr.  J,  10  a.m. 
Inventories  held  by  manufacturers  likely 
rose  by  about  0A/<  in  February,  despite 
sharp  cuts  in  production  in  recent 
months.  Inventories  were  unchanged  in 
January  and  had  fallen  0.8r/<  in  Decem- 
ber. But  problems  in  wholesale  and  re- 
tail trade  stockpiles,  plus  continued  slug- 
gish demand,  suggest  that  an  excess 
buildup  of  inventories  may  have  begun 
last  quarter.  MMS  reports  factory  orders 
probably  fell  by  about  0.3'a  in  February, 
after  decreasing  l.T''  in  January. 

Friday.  Apr.  5 

Consumers  likely  added  little  to  their 
debt  loads  in  February,  say  MMS  econo- 
mists. Credit  has  fallen  in  each  of  the 
previous  two  months,  as  households  try 
to  pay  down  their  existing  debts  to  im- 
prove their  balance  sheets. 

Monday.  Apr.  1,  10  a.m. 
The  National  Association  of  Purchasing 
Management's  index  of  industrial  activi- 
ty probably  changed  little  in  March  from 
its  February  level  of  38.5' "A.  The  low 
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The  flood  has  arrived. 
May  we  interest  you  in  an  ark? 
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You  are  currently  the  target  of 
thousands  of  pieces  of  information  a 
day.  So  we'll  get  straight  to  the  point. 

You  can  sit  by  and  find  yourself 
inundated  by  all  that.  Or  you  can 
choose  the  perfect  vessel  to  navigate 
it:  Dow  Jones  News/Retrieval* 

We're  the  only  computer-based 
information  service  specifically  de- 
signed to  meet  the  needs  of  people 
in  business  and  finance. 

And  given  the  business  worlds 
obsession  with  wanting  everything 
yesterday, we  attach  special  urgency 
to  speed.  Within  seconds,  we  bring 
developments  from  across  the  coun- 
try and  around  the  world  to  your  com- 
puter. Thoroughly  researched  news 


of  companies,  industries.government 
actions,  and  markets — including  de- 
tailed data  and  current  stock  quotes 
on  thousands  of  companies. 

We're  also  the  only  information 
service  that  offers  the  full  text  of  The 
Wall  Street  Journal"  and  Dow  Jones® 
News  Services — which  can't  get  you 
what  you  need  yesterday,  but  certainly 
gives  you  a  head  start  on  tomorrow. 

But  business  decisions  often 
require  a  perspective  broader  than 
the  present  alone.  So  we  also  provide 
hundreds  of  other  rich  information 
sources:  periodicals,  surveys,  statisti- 
cal abstracts — information  on  practi- 
cally everything  from  acquisitions 
to  Zurich  gold  fixings. 


"In  Newjersey.  i>09- 520-834").  Ext  738  ©  1991  Dowjones  &  Company.  Inc  All  rights  reserved 


The  result  is  an  entire,  up-to-the- 
second  business  reference  library 
shrunk  to  the  size  of  a  personal  com- 
puter. One  that  gives  you  in  seconds 
what  might  otherwise  take  months 
to  acquire.  And  lets  you  manage  that 
information  instead  of  having  the  in- 
formation manage  you. 

So  the  next  time  you  feel  yourself 
drowning,  reach  forthat  life  preserver 
on  your  desk  with  all  the  buttons  on 
it.  And  call  Dowjones  News/Retrieval 
at  1-800-522-3567,  Ext.  738* 

Dow  Jones 
News/Retrieval 

The  lifeblood  of  business:1" 

Another  Service  from  Dowjones  Information  Services 
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WEAK  GROWTH  OVERSEAS  COULD  DERAIL  ANY  U.S.  RECOVERY 


i 


I  really  am  displeased,"  complains 
|  Japanese  Finance  Minister  Ryutaro 
Hashimoto.  No  wonder.  Since  the 
final  days  of  the  gulf  war,  the  dollar  has 
spurted  97'  against  the  yen  and  177 
against  the  German  mark.  To  currency 
traders,  the  estimated  $50  billion  that 
has  poured  into  the  greenback  is  Ameri- 
ca's reward  for  global  leadership  and  a 
sign  that  the  U.  S.  is  emerging  from  re- 
cession. But  Hashimoto  is  far  less  san- 
guine. "I  am  greatly  concerned,"  he 
says,  that  the  dollar's  rise  "will  not  be 
good  for  the  world  economy." 

All  of  a  sudden,  the  Finance  Minister 
has  a  lot  of  company.  With  the  Confer- 
ence Board's  first  post-gulf-war  survey 
of  consumer  confidence  registering  its 
biggest  monthly  jump  ever  (page  19),  the 
U.  S.  may  indeed  be  on  the  way  up.  But 
the  rest  of  the  world  is  increasingly 
headed  in  the  opposite  direction  (charts). 
All  told,  the  West  will  probably  eke  out 
a  growth  rate  of  1.5%  this  year,  esti- 
mates Morgan  Stanley  &  Co.  Senior 
Economist  Robert  S.  Gay. 

Even  that  may  be  optimistic.  By  early 
next  year,  anemic  overseas  demand  and 
the  higher  dollar  could  begin  to  depress 
U.  S.  exports — one  of  America's  few  re- 
maining growth  areas.  If  that  happens, 
any  U.  S.  recovery  could  quickly  peter 


out  after  a  quarter  or  two,  leaving  the 
entire  industrial  world  mired  in  gloom. 
"If  exports  suffer,"  argues  Cyrus  H. 
Tahmassebi,  chief  economist  at  Ashland 
Oil  Inc.,  "the  U.  S.  recession  will  be  long- 
er and  more  severe  than  we  originally 
thought." 

bad  headache.  Amid  such  predictions, 
Treasury  Under  Secretary  David  C.  Mul- 
ford  is  quick  to  admit  that  the  Adminis- 
tration, too,  is  "concerned  about  the  ra- 
pidity of  the  dollar's  rise."  Indeed,  a 
higher  currency  and  slower  growth  over- 
seas are  already  giving  some  U.  S.  multi- 
nationals a  bad  headache.  IBM  recently 
blamed  nose-diving  first-quarter  profits 
on  "faltering  economies  in  most  of  the 
world,"  and  auto  parts  maker  Eaton 
Corp.  notes  that  its  British  factories  are 
also  suffering  from  weak  overseas  de- 
mand. In  fact,  look  just  about  anywhere 
outside  the  U.  S.  right  now  and  you'll 
see  signs  of  deep-seated  economic  stress. 

Australia,  Britain,  and  Canada,  for  ex- 
ample, have  been  in  recession  for 
months.  France,  Italy,  and  Spain  are  on 
the  brink.  Once-booming  Germany  is 
slowing  to  a  crawl  as  reunification  costs 
spiral  out  of  control.  Even  Japan  seems 
headed  for  a  substantial  cooldown  after 
52  months  of  robust  expansion. 

Japanese  consumer  spending  is  weak- 


ening, and  corporate  profits  are  expect- 
ed to  have  declined  0.8%  in  the  fiscal 
year  ended  Mar.  31,  the  first  drop  in 
four  years.  And  although  the  Bank  of 
Japan  soon  may  ease  its  tight-money 
stand  by  cutting  interest  rates  as  much 
as  half  a  percentage  point,  that  probably 
won't  do  much  for  growth.  The  central 
bank  recently  estimated  that  capital 
spending,  which  accounted  for  60%  of 
the  growth  in  Japanese  gross  national 
product  over  the  past  three  years,  may 
rise  a  mere  1.1%  in  1991.  But  many  big 
manufacturers,  including  Nissan  Motor, 
Oji  Paper,  and  Ricoh,  are  slashing  out- 
lays. While  the  higher  dollar  should  give 
Japanese  exports  a  boost,  that  will  not 
be  enough  to  counter  the  drop  in  de- 
mand at  home. 

Despite  the  dim  outlook,  most  econo- 
mists believe  Japan  still  will  escape  re- 
cession. They  are  less  certain  about  Ger- 
many. Indeed,  to  Morgan  Stanley's  Gay 
and  many  others,  "Germany  is  the  sto- 
ry." Recently  seen  as  Europe's  last  hope 
for  growth,  Germany  seems  increasingly 
adrift  amid  high  interest  rates,  rising 
taxes,  and  huge  reunification  costs.  As 
long  as  Germany  lags,  all  of  Europe 
seems  doomed  to  "almost  no  growth" 
this  year,  says  Peter  Praet,  chief  econo- 
mist at  Belgium's  Generate  Bank. 
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rnings  were  down  86%  from  the 
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ERM ANY  A  big  pay  hike  for 
stern  steelworkers  is  one 
rbinger  of  inflation 

IPAN  Capital  spending, 
Jiich  fueled  60%  of  growth  in  the 
st  three  years,  is  drying  up 
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Pessimism  is  fast  becoming  a  national 
sastime  for  many  German  politicians 
ind  economists.  The  $75  billion  that 
Bonn  expects  to  spend  this  year  on  aid 
:o  eastern  Germany,  plus  $6.6  billion 
more  in  gulf  war  contributions,  will 
leave  Chancellor  Helmut  Kohl's  conser- 
vatives with  a  $75  billion  budget  deficit. 
Double  last  year's  figure,  the  deficit  is 
expected  to  amount  to  nearly  5%  of  GNP. 
few  buyers.  But  even  amid  such  fiscal 
stimulus,  demand  is  slumping.  Exports, 
which  account  for  a  third  of  the  German 
economy,  have  begun  to  sag,  with  over- 
seas machinery  orders  off  13%  last  year. 
And  real  wages  in  western  Germany  will 
rise  only  about  3.5%  this  year,  says  the 
Economics  Ministry,  a  third  of  last 
year's  gain.  Partly  as  a  result,  Com- 
merzbank  Chief  Economist  Ulrich  Ramm 
thinks  growth  in  consumer  spending 
likely  will  fall  to  2.5%  this  year,  from 
4.4%  in  1990.  "Very  few  people  are  buy- 
ing now,"  complains  Karl  Hennig,  owner 
of  Hamburg's  Zen  art  gallery.  "Business 
has  become  quite  slow." 

If  western  Germany  is  complaining 
about  a  slowdown,  eastern  Germany  is 
experiencing  utter  breakdown.  With  the 
number  of  citizens  on  welfare  soaring 
past  1.5  million,  tens  of  thousands  have 
taken  to  the  streets  in  major  industrial 


cities  calling  for  more  jobs  and  money — 
and  for  Kohl  to  step  down.  Indeed,  Kohl 
has  been  in  political  hot  water  all  across 
unified  Germany  ever  since  he  rammed 
through  $40  billion  in  new  taxes  and  oth- 
er levies  to  help  pay  for  the  gulf  bill  and 
reconstruction  of  the  east. 

Kohl's  new  taxes  and  the  mark's  de- 
cline together  may  add  more  than  a  per- 
centage point  to  the  rise  in  consumer 
prices  this  year.  And  other  inflationary 
forces  are  building  even  as  the  economy 
slows.  For  example,  despite  low  produc- 
tivity, eastern  Germany's  unionized 
steelworkers  have  won  wage  parity  by 
1994  with  their  more  efficient  western 
counterparts,  signaling  that  other  high- 
priced  labor  deals  may  be  in  the  works. 
And  Germany's  money  supply  has  been 
mushrooming. 

Faced  with  such  pressures,  Bundes- 
bank President  Karl  Otto  Pohl  is  reluc- 
tant to  cut  interest  rates  to  spur  growth. 
But  he  may  have  no  choice  if  growth 
keeps  slowing.  With  yields  on  three- 
month  certificates  of  deposit  now  at 
9.1%  and  consumers  paying  14%  on 
loans,  "interest  rates  are  just  about  hit- 
ting the  pain  threshold,"  says  Commerz- 
bank's  Ramm. 

While  the  German  economy  sputters, 
some  of  its  neighbors  are  flaming  out. 


Take  France,  where  some  2.6  million,  or 
9.2?!  of  the  work  force,  are  jobless.  The 
Bank  of  France  has  cut  interest  rates 
recently,  but  the  stimulus  may  be  too 
late  to  have  much  of  an  impact.  Corpo- 
rate failures  have  already  reached  rec- 
ord highs,  with  4,809  companies  in  re- 
ceivership or  bankruptcy  in  February, 
up  25'a  from  1990's  monthly  average. 
'difficult.'  Many  of  those  still  operating 
are  taking  a  beating.  On  Mar.  27,  for 
instance,  computer  maker  Groupe  Bull 
posted  a  loss  of  $1.2  billion  for  1990, 
with  little  improvement  in  sight.  Only 
one  day  earlier,  auto  maker  Renault  an- 
nounced it  earned  only  $211  million  last 
year,  down  $&'  from  1989.  This  year, 
Managing  Director  Louis  Schweitzer  ob- 
serves, "will  also  be  difficult." 

Across  most  of  the  industrial  world, 
1991  promises  to  be  difficult.  To  foreign- 
exchange  traders,  the  dollar's  sharp  as- 
cent is  a  comforting  signal  that  life 
promises  to  be  a  lot  tougher  overseas 
than  in  the  U.  S.  But  it  won't  take  much 
to  prove  that  assessment  wrong.  This 
year  could  turn  out  to  be  pretty  grim  for 
everyone. 

By  William  Glasgall,  with  Christopher 
Farrell  in  New  York,  Blanca  Riemer  in 
Paris.  Igor  Reichlin  in  Bonn,  and  Karen 
Lowry  Miller  in  Tokyo 
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THE  ADMINISTRATION 


BUSH  WILL  PUSH  KAIFU  TO  OPEN  CONSTRUCTION,  INSURANCE,  AND  COMPUTER  CHIP  MARKETS 


TRADE  HAWKS  WANT  TOKYO'S  BLOOD. 
BUSH  WANTS  A  FEW  CONCESSIONS 


Gulf  war  leverage  may  help  him  get  them — without  forsaking  free  trade 


When  Japanese  politicians  look 
back  on  the  gulf  war,  they 
think  Tokyo's  generous  $13 
billion  contribution  to  Operation  Desert 
Storm  should  buy  them  a  respite  from 
Washington's  relentless  demands  for  ac- 
cess to  their  markets.  When  congressio- 
nal trade  hawks  look  at  the  same  dona- 
tion, they  see  a  cynical  exercise  in 
checkbook  diplomacy — and  feel  the  time 
is  ripe  for  new  trade  sanctions.  "The 
Japanese  have  a  public-relations  disaster 
on  their  hands,"  an  Administration  offi- 
cial says.  "Everyone  who  has  an  ax  to 
grind  is  going  to  take  a  run  at  them." 

President  Bush,  as  is  his  wont,  hopes 
to  pick  his  way  between  these  extremes 
on  Apr.  4  when  he  meets  Japanese 
Prime  Minister  Toshiki  Kaifu  in  Califor- 
nia. Japan's  cash  contribution  to  the  gulf 
effort  isn't  "buying  any  slack  on  trade 
issues,"  vows  one  Administration  offi- 
cial. With  Tokyo  coming  up  on  deadlines 
to  expand  market  access  for  U.  S.  insur- 
ers, construction  companies,  and  com- 
puter chip  makers,  Bush  will  try  to 
squeeze  fresh  concessions  out  of  Kaifu 
without  caving  in  to  trade  hardliners. 
sour  MOOD.  This  middle  course  will  dis- 
appoint many  U.  S.  executives,  most  no- 
tably Chrysler  Corp.  Chairman  Lee  A. 
Iacocca.  When  the  chief  executives  of 
Detroit's  Big  Three  met  with  Bush  to 
discuss  emissions  standards  and  other 
issues,  Iacocca  made  a  pitch  for  limiting 
Japan's  share  of  the  U.  S.  car  market. 
He's  hardly  the  only  one  offering  advice. 


The  National  Association  of  Manufactur- 
ers (NAM)  wants  Bush  to  appoint  a  task 
force  to  reassess  U.  S.  economic  policy 
toward  Japan.  And,  noting  the  trade  def- 
icit (chart),  U.  S.  Chamber  of  Commerce 
President  Richard  L.  Lesher  recently 
warned  Tokyo:  "The  time  for  modest  im- 
provements and  expressions  of  good  in- 
tentions is  past." 

Pressure  is  also  building  on  other 
fronts.  In  one  of  his  first  acts  in  office, 
new  Agriculture  Secre- 
tary Edward  R.  Madi- 
gan  wrote  his  Japanese 
counterpart  to  protest 
Japan's  refusal  to  let 
U.  S.  growers  display 
their  rice  at  a  food  ex- 
hibit and  suggested  that 
U.  S.  farmers  might 
boycott  Japanese  prod- 
ucts. U.  S.  Trade  Repre- 
sentative Carla  A.  Hills 
has  warned  Japanese 
Foreign  Minister  Taro 
Nakayama  that  the 
mood  on  Capitol  Hill  is  turning  sour. 

Democrats  are  telling  Hills  that  unless 
market-opening  talks  with  Japan  bear 
fruit  soon,  it  will  be  time  to  impose  the 
tough  sanctions  they  provided  for  in  the 
1988  trade  law.  Hills  will  need  the  Demo- 
cratic votes  to  win  an  extension  of  nego- 
tiating authority  that  runs  out  June  1. 

Some  irate  politicians  and  executives 
think  Tokyo's  sidestep  around  the  gulf 
war  gives  them  an  opening.  In  a  Mar.  6 
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letter  to  Bush,  the  Chrysler  chairma? 
warned  of  "a  strong  political  backlash! 
if  U.  S.  auto  employment  continues  tij 
•  fall.  He  added:  "The  American  public  1 
upset  over  Japan's  difficulties  in  suj 
porting  the  gulf  war." 

Congress  is  pushing  especially  hard  il 
two  areas  where  Japan  has  reneged  o| 
past  trade  agreements:  construction  anl 
chips.  By  May  1,  the  Administration 
must  decide  whether  to  retaliate  again$ 
Tokyo  for  refusing  to  open  the  publil 
works  construction  market.  The  Whii 
House  also  faces  a  July  31  deadline  m 
renew  a  five-year-old  agreement  tha 
promised  U.  S.  companies  a  20%  share  at 
the  Japanese  computer  chip  market.  Thl 
current  share  for  U.  S.  chips:  less  thai 
147'.  Senator  Max  S.  Baucus  (D-Montj! 
warns  that  Congress  will  be  looking  W\ 
Hills  for  a  "vigorous  pursuit"  of  U.  ty  I 
interests. 

misplaced  blame?  Despite  the  risinj 
clamor,  the  White  House  isn't  about  n| 
scrap  its  commitment  to  free  trad; 
Bush  quickly  rebuffed  Iacocca's  call  f(| 
a  lid  on  Japanese  auto  sales.  Administr |  | 
tion  officials  fume  privately  that  Detroit  | 
carmakers  created  their  current  trouble) 
by  seeking  to  boost  profits  instead  M 
market  share  in  the  mid-1980s,  when  tH  ! 
soaring  yen  squeezed  their  rivals. 

In  one  sense,  pressure  to  win  concel 
sions  from  Tokyo  has  actually  eased  bl  j 
cause  the  overall  U.S.  trade  gap  will 
Japan  has  narrowed  from  $56  billion 
1987  to  $41  billion  last  year.  But  sortf 
U.S.    manufacturers   remain  unirS 
pressed.  "The  trade  deficit  hasn't  beasj 
shrinking  where  we  need  it  to  shrink— 1 
high-end  electronic  products,"  says  R.  l| 
Morris,  the  nam's  director  of  internatiol 
al  trade.  That,  countewi 
an  Administration  Jap» 
expert,  is  the  fault  I 
U.  S.  companies  failhjl 
to  exploit  their  techni 
logical  advantages.  "¥?;  \ 
had  fax  and  CD  techndll 
ogy,  but  nobody  put  ? 
out."  he  says.  "The  Jar 
anese  ran  with  it." 

Bush,  riding  high  <if 
his   gulf  victory,  isrl 
overly  concerned  abofcl 
his  domestic  critics.  B; 
he,  too,  sees  an  opport- 
nity  for  progress  in  some  festering  d(L 
putes.  After  he  met  with  Kaifu  a  yel 
ago  in  Palm  Springs,  Tokyo  cair 
through  with  quick  concessions.  T? 
President  will  attempt  a  repeat  perfc- 
mance.  And  as  Tokyo  frets  over  how  tl 
gulf  war  has  hurt  its  relations  wii 
Washington,  Kaifu  will  be  under  evi 
more  pressure  to  deliver. 

By  Amy  Borrus  and  Paul  Magnusson 
Washington,  with  bureau  reports 
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THE  LITTLE  COMPANY 
THAT  COULD— SUE,  THAT  IS 


Go- Video's  case  against  an  alleged  Japanese  cartel  may  go  to  trial 


Is  there  a  Japanese  conspiracy  to 
keep  the  U.  S.  from  regaining  a  foot- 
hold in  the  $33  billion  American  con- 
sumer electronics  industry?  Tiny  Go- Vid- 
eo Inc.  in  Scottsdale,  Ariz.,  is  on  a 
crusade  to  prove  there  is.  Now,  after 
rears  of  high-decibel  publicity  about  a 
Japanese  "cartel,"  Go-Video  has  to  put 
its  evidence  where  its  mouth  is.  On  Apr. 
2,  the  company's  antitrust  case  against 
Sony,  Matsushita,  and  JVC  is  set  to  go  to 
trial  in  U.  S.  District  Court  in  Phoenix. 

Ultimately,  a  Go-Video  victory  may 
spur  the  U.  S.  govern- 
ment to  use  American 
antitrust  law  against 
foreign  cartels  that  ob- 
struct U.  S.  exports. 
Thanks  in  part  to  U.  S.- 
Japanese trade  negotia- 
tions, the  Justice  Dept. 
recently  stated  its  will- 
ingness to  attack  such 
foreign  practices  as  bid- 
rigging  and  group  boy- 
cotts of  American  com- 
panies. "Japan  is  way 
behind  the  U.  S.  and  Eu- 
rope" in  attacking  collu- 
sive practices,  declares 
U.  S.  Deputy  Trade 
Representative  S.  Linn 
Williams. 

The  trial,  assuming  it 
isn't  stopped  by  a  last- 
minute  settlement 
by  all  three  defen- 


maker  to  produce  the  machine  under  li- 
cense or  sell  the  essential  parts.  Unable 
to  find  either,  it  sued  some  30  defen- 
dants, including  14  Japanese  and  three 
Korean  electronics  companies  in  June, 
1987.  The  suit  charged  that  the  compa- 
nies agreed  among  themselves  to  refuse 
to  manufacture  Go-Video's  machine.  The 
reason,  the  suit  alleges:  to  prevent  a 
U.  S.  company  from  competing  in  the 
VCR  market.  All  but  three  defendants 
have  settled  the  charges  or  been 
dropped  from  the  case. 


GO-VIDEO  S  COURTROOM  ODYSSEY 

MAY  TO  SEPTEMBER,  1984  Go- Video  is  incorporated.  Its  main  asset:  A  pat- 
ent on  the  technology  for  a  dual-deck  VCR  that  can  duplicate  tapes.  Go- Video 
begins  search  for  a  Japanese  or  Korean  company  to  manufacture  the  machine 

FEBRUARY  TO  MARCH,  1985  The  Motion  Picture  Association  of  America, 
fearful  of  tape  pirating,  opposes  the  dual-deck  machine.  So  does  a  trade  group 
of  Japanese  VCR  makers,  which  asks  its  members  not  to  produce  a  dual-deck 

JUNE,  1987  Go  sues  some  30  defendants,  including  14  Japanese  and  3  Kore- 
an electronics  makers,  alleging  an  illegal  conspiracy  to  keep  the  dual-deck  off 
the  U.S.  market.  Most  defendants  settle  or  get  dropped  from  the  suit 

MARCH,  1989  Samsung  agrees  to  make  the  dual-deck.  In  return,  Go  drops 
its  claims  against  the  Korean  company 

MARCH  TO  APRIL,  1991  Sanyo  and  NEC  settle  for  $3.5  million,  leaving  Sony, 
Matsushita,  and  JVC  to  go  to  trial  on  Apr.  2 

DATA  COURT  FILINGS 


iants,  could  also 
provide  U.  S.  com 
oanies  with  a  revealing 
?limpse  into  the  care- 
fully orchestrated  ways  of  Japanese 
ousiness.  Go- Video  hopes  to  put  into  evi- 
dence 45  videotaped  depositions  by  Japa- 
lese  executives.  The  executives  them- 
selves, alleges  Go-Video,  will  reveal  how 
lapanese  electronics  makers  illegally 
inspired  to  keep  an  outsider  from 
cashing  the  VCR  party  by  preventing 
jo-Video  from  making  and  selling  a 
iual-deck  VCR  that  can  copy  tapes.  The 
iefendants  strongly  dispute  the  charges. 
3UAL  suit.  Go-Video  has  traveled  a 
)umpy  road  from  the  start.  Co-founded 
n  1984  by  R.  Terren  Dunlap,  46,  a  for- 
mer trial  lawyer,  Go-Video's  prime  asset 
vas  a  patent  on  dual-deck  technology 
table).  Since  no  U.  S.  company  was  set 
ip  to  make  the  product,  Go-Video  tried 
o  line  up  a  Japanese  or  Korean  VCR 


The  remaining  defendants  may 
have  something  to  worry  about. 
Last  July,  Judge  Robert  C.  Broomfield 
refused  to  dismiss  the  antitrust  charges. 
In  explaining  his  ruling,  the  judge  laid 
out  evidence  suggesting  a  conspiracy 
among  the  defendants.  He  cited  a  series 
of  "meetings  and  actions"  in  early  1985 
among  the  Electronics  Industries  Associ- 
ation of  Japan  and  other  trade  groups. 
On  Feb.  28,  1985,  the  eiaj  sent  members 
a  letter  urging  Sharp  Corp.,  which  brief- 
ly made  the  decks,  to  stop.  It  did.  The 
letter  also  asked  other  VCR  makers  not 
to  produce  the  machine,  "now  or  later." 

Such  actions,  the  judge  noted,  may 
have  come  in  response  to  U.  S.  press 
reports  that  the  Motion  Picture  Associa- 
tion of  America  opposed  dual-deck  vcrs, 


saying  the  machines  invite  tape  pirating. 
The  defendants  testified  that  they 
feared  sales  of  the  dual-deck  in  the  U.  S. 
would  cause  problems  in  Japan-U.  S. 
trade  relations  and  possibly  result  in 
royalty  legislation  on  all  vcRs. 

The  suit  is  vital  to  Go-Video's  future. 
In  1989,  it  dropped  charges  against  Sam- 
sung Electronics  Corp.  after  the  Korean 
company  agreed  to  make  the  dual-deck. 
Priced  at  up  to  $1,095,  the  well-reviewed 
VCR-2  has  been  on  the  market  since 
July  and  is  the  only  Go-Video  product  on 
retail  shelves.  But  though  the  company 
actually  has  something  to  sell,  its  fi- 
nances are  deteriorating.  In  the  latest 
six-month  period,  negative  cash  flow 
from  operations  worsened  to  $1.8  million 
from  $1.2  million  the  year  before.  Its 
stock  price  is  down  from  a  high  of  just 
above  24  in  mid-1988  to  3%  on  Mar.  27. 
Go-Video  has  survived  mainly  on  stock 
offerings  and  lawsuit  settlements.  In  the 
year  ended  July  31, 
1989,  it  received  $1.3 
million  and  will  share 
with  its  lawyers  $3.5 
million  from  recent  set- 
tlements. 

stay  tuneo.  There  may 
be  more  to  divide  soon. 
A  Matsushita  Electric 
Industrial  Co.  official 
says  the  company  hopes 
to  settle  if  "Go-Video 
will  agree  to  a  reason- 
able figure."  He  adds: 
"This  is  not  to  say  we  in 
any  way  admit  to  Go- 
Video's  accusations, 
which  are  completely 
wrong."  Matsushita  and 
JVC  told  the  judge  that 
Go-Video  never  ap- 
proached them 
about  a  dual-deck 
and  that  they  never 
seriously  considered 
the  idea.  Sony  said  it 
had  rejected  making  a 
dual-deck  in  late  1983  or 
early  1984  and  declined  to  deal  with 
Go- Video  for  "commercial  reasons." 
Whatever  the  outcome,  Go-Video  will 
remain  focused  on  Japan.  The  company 
has  filed  two  more  suits  against  Japa- 
nese conglomerates.  Meanwhile,  at  the 
Las  Vegas  consumer  electronics  show  in 
January,  Go-Video  showed  prototypes 
for  a  second  product:  a  device  for  send- 
ing video  signals  from  a  VCR  to  a  televi- 
sion without  wires.  The  company  doesn't 
yet  make  the  system.  Rather,  it  holds 
the  patent  rights  and  is  trying  to  license 
them  to  manufacturers.  Given  Go-Vid- 
eo's history,  companies  that  get  together 
and  refuse  may  be  in  for  a  lawsuit. 

By  Michele  Galen  in  New  York,  with  Neil 
Gross  in  Toyko  and  Kathleen  Kerwin  in 
Los  Angeles 
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IF  BELGIUM  IS  30%  OFF, 
THIS  MUST  BE  1991 


Will  mouth-watering  deals  get  tourism — and  airlines — out  of  a  slump? 


F 


lor  at  leas:  two  years,  Michael  S. 
I  Conner  of  Arlington,  Tex.,  has 
dreamed  of  visiting  relatives  in 
Germany.  But  he  flinched  at  the  thought 
of  paying  up  to  8800  in  airfare.  Recently, 
when  the  cost  of  a  round-trip  ticket  from 
Dallas  to  Frankfurt  fell  to  8318,  Conner, 
an  assignment  editor  at  a  local  TV  sta- 
tion, jumped  at  the  offer.  On  Apr.  27, 
he's  leaving  on  his  first  trip  to  Europe. 

Thanks  to  a  rash  of  deep  discounts 
and  glitzy  giveaways  by  travel  compa- 
nies, Conner  isn't  the  only  one  suddenly 
raring  to  go.  After  months  of  deep 
freeze  in  the  travel  business  because  of 
the  gulf  crisis  and  recession,  signs  of 
revival  abound.  Delta  Air 
Lines  Inc..  having  almost 
abandoned  its  flights  be- 
tween Cincinnati  and  Paris 
during  the  war.  will  be  fly- 
ing the  route  every  day  of 
the  week  by  May.  And 
France's  Accor,  the  world's 
biggest  hotel  company,  says 
its  advance  bookings  show 
that  summer  tourist  travel 
should  be  back  to  normal. 

SUGARING  THE  PILL.  But  the 

worldwide  travel  business  is 
hardly  rejoicing.  While  the 
fledgling  recovery  is  good 
news,  demand  in  most  sec- 
tors is  still  at  low.  recession- 
ary levels.  Hal  F.  Rosen- 
bluth.  president  of  Rosen- 
bluth  Travel  Inc..  reports 
bookings  by  his  Philadelphia 
agency  are  still  off  10% 
from  prerecession  days. 
"Americans  have  learned 
not  only  how  to  save  money 
over  the  past  nine  months, 
but  I  think  some  people  are 
actually  enjoying  it."  he 
says  with  a  sigh.  Walt  Dis- 
ney Co.  Chairman  Michael 
D.  Eisner  recently  told 
shareholders  that  although 
bookings  are  picking  up. 
Disney's  theme-park  atten- 
dance has  been  "'crummy." 
Volume  this  year  is  likely  to 
be  down  at  least  4%,  ana- 
lysts estimate. 

Getting  guys  like  Mike 
Conner  to  travel  isn't  cheap, 
either — especially  to  Europe, 


where  Saddam  Hussein's  boasts  sparked 
fears  of  terrorist  attacks.  Airlines  and 
others  have  been  forced  to  sprinkle  all 
sorts  of  sweeteners  around  to  lure  trav- 
elers (table).  American  Airlines  Inc.  says 
bookings  climbed  "substantially"  after 
the  war's  end.  Then  again,  the  carrier 
has  discounted  some  fares  as  much  as 
45%.  Since  the  gulf  crisis  began,  airlines 
worldwide  have  been  discounting  steadi- 
ly, erasing  profits.  "AH  the  euphoria  you 
hear  is  relative,"  says  Donald  J.  Carty, 
American's  executive  vice-president  for 
finance  and  planning.  "We're  not  opti- 
mists at  all."  The  Air  Transport  Assn. 
predicts  U.  S.  airlines  will,  at  best,  break 


even  in  the  second  quarter.  That's  after 
expected  losses  of  S2  billion  in  the  first. 

And  airlines  aren't  likely  to  throw 
away  their  crutches  anytime  soon.  The 
recession,  excess  capacity,  and  ailing 
carriers  desperate  for  cash  are  keeping 
up  the  pressure  for  discounts.  "This  is 
the  year  of  the  bargains.  Just  sit  back 
and  wait."  says  Thomas  W.  Parsons,  edi- 
tor of  Best  Fares,  a  monthly  publication 
that  tracks  travel  bargains.  He  predicts 
at  least  two  more  fare  wars  before  sum- 
mer. Delta  is  already  planning  to  cut  its 
7-  and  14-day  advance  purchase  fares  so 
that  they'll  almost  match  American's  30- 
day  discounts.  Says  Roger  H.  Ballou, 
president  of  American  Express  Travel 
Related  Services  Co.:  "It's  a  fight  for 
the  last  available  fanny." 

Desperation  makes  strange  bedfel- 
lows, though.  Shocked  by  the  extent  of 
the  travel  slump  during  the  war,  some 
60  airlines,  hotels,  and  other  travel-relat- 
ed businesses  are  backing  a  86  million- 
plus  promotion  campaign.  Members  of 
the  "Go  USA!"  coalition,  usuallv  arch- 


SCARY  FIGURES:  ATTENDANCE  AT  DISNEY  THEME  PARKS  HAS  BEEN  "CRUMMY"  DURING  THE  RECESSION 

 A  SAMPLING  OF  TRAVEL  BARGAINS  

Giving  away  all  of  its  50,000  seats  worldwide  on  Apr.  23.  Also  giving  away  a  time- 
share  in  a  Scottish  castle 
Offering  a  'Welcome  to  England'  package  to  hotel  guests  from  the  U.S.  and  Canada. 
The  offer  at  Savoy's  British  hotels  includes  limo  from  the  airport  and  S220  worth  of 
vouchers  for  little  extras  such  as  hairdressing 

For  visitors  who  stay  at  Hyatt  hotels  at  least  three  times  before  May  15,  offering  two  North- 
west Airlines  tickets  for  the  price  of  one  for  travel  in  the  U.S.  and  Canada 

Offering  a  free  SeaEscape  cruise  to  anyone  renting  an  Alamo  car  in  Florida  for 
as  little  as  one  day 

Two  vacationers  can  sail  for  the  price  of  one  on  Royal  Caribbean's 
MMf  cruises  to  the  Bahamas 

DATA:  COMPANY  REPORTS 


ALAMO  RENT  A  CAR 
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ivals,  have  joined  together  to  lobby  the 
ommerce  Dept.  to  encourage  U.  S. 
usiness  travel.  They've  also  pressed  for 

meeting  with  Japanese  tourism  offi- 
ials  during  a  U.  S.  trade  mission  to  To- 
yo  in  April.  Hopes  are  the  talks  will 
imp-start  Japanese  travel  to  the  U.  S., 
rhich  fell  40%  during  the  war  and  has 
een  slow  to  recover. 

British  Airways  PLC,  however,  isn't 
lessing  around.  With  the  airline's  traf- 
ic  off  30'/<  since  the  war,  "we  felt  we 
ad  to  do  something  dramatic,"  says 
Ihief  Executive  Sir  Colin  Marshall.  "We 
idn't  want  to  delude  ourselves  by  talk- 
lg  up  the  business  as  some  have  done." 
n  one  of  the  splashiest  promotions  of 
ite,  BA  plans  to  give  away  all  50,000  of 
is  seats  worldwide  on  Apr.  23.  That  will 
ick  off  a  broader,  six-month  campaign, 
/hich  will  include  hotel  and  theater  dis- 
ounts  as  well  as  various  prizes.  All  told, 
larshall  says,  the  effort  will  cost  BA 
100  million. 

>lamic  encounters.  Others  are  taking 
old  steps  as  well.  Club  Mediterranee 
ecently  launched  a  test  promotion  at  its 
loroccan  seaside  village  in  Agadir.  Va- 
ationers  leaving  from  Paris  get  free  air 
ransport  during  April,  reducing  the  cost 
f  a  one-week  vacation  by  30%,  to  $790. 
Vith  the  2,000  discounted  spots  fully 
looked  and  a  long  waiting  list,  Club  Med 
ilans  to  roll  out  similar  deals  to  other 
acation  villages  in  Morocco,  Tunisia, 
Sgypt,  and  Turkey.  It's  no  coincidence 
hose  are  all  Moslem  countries.  Em-ope- 
ns had  shunned  vacations  there  when 
iaddam  tried  to  characterize  the  gulf 
irar  as  a  jihad. 

With  a  turnaround  in  sight,  some  are 
eluctant  to  slash  rates  and  risk  tarnish- 
rig  their  images.  The  Steigenberger  ho- 
els  in  Germany,  which  cater  to  a  well- 
leeled  crowd,  say  they  are  planning  no 
lew  discounts,  even  though  occupancy 
ates  are  off  20%  in  some  places.  While 
our  operators  in  Italy  lament  that  busi- 
less  there  is  lagging  as  well,  "the  trick 
s  to  push  the  packages  we  had  thought 
ip  before  the  war,"  says  Mauro  De  Vec- 
■hi  of  Francorosso  International,  a  lead- 
ng  tour  company. 

More  than  likely,  though,  the  savvy 
.raveler  can  find  deals  the  world  over. 
London  hotelier  Savoy  Group  won't  dis- 
count rates,  but  it  is  offering  limos,  and 
vouchers  for  such  services  as  hairdress- 
ng.  Even  the  Soviet  Union  is  playing 
ilong.  With  tourism  depressed  by  both 
;he  gulf  war  and  internal  political  strife, 
[ntourist,  the  Soviet  travel  bureau,  is 
rushing  "adventure  tours."  Says  Direc- 
tor of  Marketing  Vladimir  M.  Braginski: 
'We  are  going  in  for  trekking  tours  in 
siberia  or  in  the  desert  of  Central  Asia." 
IYekking  in  Siberia?  We'll  take  the  limo. 

By  Wendy  Zellner  in  Dallas,  with  Stew- 
vrt  Toy  in  Paris,  Mark  Maremont  in  Lon- 
don, and  bureau  reports 


Commentary/by  Dean  Foust 

THE  DO'S  AND  DON'TS 
OF  FEEDING  WALL  STREET  ANALYSTS 


For  many  executives,  a  New  York 
judge  once  wrote,  dealing  with 
Wall  Street  analysts  sometimes 
seems  like  "fencing  on  a  tightrope." 
The  analogy  is  apt.  Businesses  must 
strike  a  precarious  balance  when  dis- 
cussing their  company's  prospects  with 
investment  pros.  Chief  executives  need 
to  offer  enough  financial  information 
to  be  helpful  and  credible — but  not  so 
much  that  they  run  afoul  of  securities 
laws  that  bar  tipping  a  favored  few 
with  market-moving  news. 
Yet  as  tricky  as  this  high-wire  act 


may  seem,  there  are  some  clear  rules. 
They  came  into  sharp  relief  on  Mar.  19, 
when  the  Securities  &  Exchange  Com- 
mission charged  Phillip  J.  Stevens  with 
violating  insider-trading  laws  in  1987. 
The  SEC  accused  Stevens,  then  chair- 
man of  a  small  California  engineering 
and  construction  company,  Ultrasys- 
tems  Corp.,  of  trying  to  curry  favor 
with  select  analysts  by  leaking  word  of 
an  imminent  bad  earnings  report. 
While  Stevens  didn't  admit  to  the 
charges,  he  settled  the  case  by  person- 
ally paying  a  stiff  $126,455  fine.  The 
sum  represented  the  losses  avoided  by 
big  investors  who,  when  tipped  by  the 
analysts,  sold  stock  before  Ultrasys- 
tems'  bad  news  became  public.  Stevens 
wasn't  accused  of  profiting  himself. 

Contrast  that  case  with  IBM's  Mar. 
19  disclosure  that  its  first-quarter  prof- 
its would  be  far  below  projections.  Af- 
ter the  previous  day's  market  close, 
Big  Blue  told  analysts  it  would  deliver 
significant  news  the  next  morning.  At 
8:20  a.m.,  IBM  dropped  its  bombshell  on 
the  news  wires:  First-quarter  earnings 


would  be  just  half  those  of  the  compa- 
rable year-earlier  period.  Soon  after,  it 
convened  a  conference  call  with  more 
than  100  analysts. 

In  other  words,  IBM  made  sure  that 
every  investor  who  bothered  to  pay  at- 
tention that  day  knew  of  the  disap- 
pointing results  before  the  market  in 
its  stock  opened.  The  disclosure  sent 
the  entire  stock  market  into  a  swoon, 
but  as  far  as  can  be  determined,  no 
investor  had  an  unfair  head  start  in 
trading  on  IBM's  bad  news. 
Questions  abound  about  how  ana- 
lysts could  have  missed  the 
clouds  over  IBM,  probably  the 
most  widely  covered  company  on 
Wall  Street  (page  77).  But  that 
the  news  came  as  such  a  stunner 
testifies  to  how  fairly  IBM  treat- 
ed investors,  big  and  small.  If 
word  had  leaked  out  earlier,  the 
stock  likely  wouldn't  have  plum- 
meted 12%  points  in  a  day. 
pap  talk?  Most  swaps  of  infor- 
mation between  companies  and 
investors  fall  somewhere  be- 
tween the  two  extremes.  These 
exchanges,  it  was  thought,  were 
protected  by  the  landmark  1983 
Dirks  decision,  which  showed  the 
Supreme  Court's  appreciation  of 
the  important  role  analysts  serve 
in  discovering  and  disseminating 
information.  The  high  court  exonerated 
insurance  analyst  Raymond  L.  Dirks, 
whose  aggressive  probing  uncovered 
the  impending  collapse  of  Equity  Fund- 
ing Corp.  To  the  chagrin  of  the  SEC,  he 
told  his  customers  of  the  fraud  before 
it  became  public  knowledge. 

Some  critics  worry  that  the  chill  cast 
by  the  Stevens  case  will  discourage  ex- 
ecutives from  providing  analysts  with 
useful  data.  "Do  we  really  want  to  re- 
strict executives  and  analysts  to  talk- 
ing about  pap?"  asks  SEC  Commission- 
er Edward  H.  Fleischman,  who  felt 
that  charging  Stevens  was  wrong. 

Such  concerns  are  probably  over- 
blown. After  all,  what  IBM  told  the  ana- 
lysts was  hardly  pap.  Admittedly,  nei- 
ther were  the  leaks  from  Stevens.  But 
his  phone  calls  wrongly  favored  a  few 
analysts — and  their  large  clients — to 
the  detriment  of  other  shareholders. 
That's  taboo,  the  SEC  is  saying.  In  an 
era  in  which  small  investors  feel  handi- 
capped when  competing  against  well- 
connected  institutional  traders,  the  SEC 
in  this  case  is  right  on  the  money. 
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INVESTMENTS  I 


HOLD  ON— 

POLARIS  IS  TRAILING  SMOKE 


The  syndicator  is  cutting  payouts  in  some  of  its  aircraft-leasing  funds 


l 


n  the  1980s,  when  most  anything  to 
do  with  airlines  attracted  investors 
like  honey,  it  seemed  as  if  the  value 
of  airplanes  would  just  keep  soaring. 
Strong  passenger  traffic  kept  demand 
for  new  jets  high.  And  a  shortage  of 
aircraft  meant  that  even  older  planes 
would  be  needed  for  a  good,  long  time. 
Individual  investors,  hot  to  get  in  on  the 
action,  pumped  almost  82  billion  into  a 
series  of  public  limited  partnerships  that 
leased  used  aircraft  (table).  Besides  a 
stake  in  a  fleet  of  jets,  the  LPs  promised 
regular  distributions  of  cash. 

But  since  the  airline  biz  went  into  a 
tailspin.  those  investors  have  been  brac- 
ing for  trouble.  Now.  trouble  has  ar- 
rived. Polaris  Aircraft  Leasing 
Corp..  a  unit  of  GE  Capital  and 
the  biggest  syndicator  of  public 
aircraft  income  partnerships,  has 
been  lowering  the  payout  to  in- 
vestors in  some  of  its  six  funds. 
And  a  number  of  other  income 
fund  managers  are  looking  at 
similar  cuts.  Says  Richard  Bau- 
douin.  vice-president  of  lessor 
Electra  Aviation  Inc.:  "'Across 
the  board,  leasing  companies  are 
suffering." 

interruption.  The  problem  is 
that  the  funds  invested  heavily 
in  old  planes  leased  by  airlines 
with  weak  balance  sheets.  Five 
carriers  have  tumbled  into  bank- 
ruptcy in  recent  years,  and  two 
of  those — Eastern  and  Braniff — 
have  stopped  flying  altogether. 
The  resulting  interruption  in 
lease  payments  has  slowed  cash 
flow  to  the  partnerships.  What's 
more,  a  sudden  glut  of  airplanes 
has  eroded  the  value  of  older 
planes  and  the  LPs  that  own 
them.  The  funds  once  trumpeted 
12''  to  13''  returns,  but  now 
most  investors  will  be  lucky  to 
get  anything  close  to  that. 

Polaris,  which  has  raised  Si. 12 
billion  from  80.000  investors  for 
its  six  partnerships  since  1985, 
acknowledges  that  it  faces  a  new 
cash  squeeze  on  two  of  its 
funds — Polaris  Aircraft  Income 
Funds  II  and  III.  Investors  with 
nearly  S50U  million  locked  in  the 
leasing  ventures  will  see  returns 
shrink  for  the  quarter. 


How  much  the  payout  will  shrink  is 
unknown.  Various  lease  payments  from 
Continental.  Pan  Am.  and  Midway  have 
been  interrupted  by  bankruptcy  filings. 
Trans  World  Airlines  Inc..  its  Atlantic 
business  devastated  by  the  gulf  war. 
thus  far  has  avoided  bankruptcy  court, 
but  suspended  some  lease  payments 
anyway.  While  officials  at  Polaris  insist 
they  have  negotiated  a  deal  to  bring 
twa  current  on  its  obligations,  the 
payout  level  for  the  first  quarter  still 
hasn't  been  determined.  Officials  con- 
cede, however,  that  the  combined  distri- 
bution will  be  reduced  from  its  recent 
quarterly  level  of  813.6  million. 

Polaris  has  long  maintained  that  it  can 


GROUNDED:  WEAK  AIRLINES  HAVE  HURT  LESSORS'  CASH  FLOW 


SO  YOU  WANT  TO  OWN  A  JET? 

Polaris  Aircraft  Leasing  is  merely  the  biggest  syndicator  of 
public  aircraft  limited  partnerships.  Since  1985,  some  $1 .95 
billion  has  been  invested  in  the  income  funds 


Fund 

Manager 

Total  invested 

Millions 

Polaris  Aircraft  Income 
Funds  l-VI 

Polaris  Aircraft 
Leasing 

$1,120.0 

Pegasus  Aircraft 
Partners  LP 

Pegasus  Capital 

225.1 

JetStream  LP  1  and  II 

Two  funds 

Shearson  Lehman 
Brothers  Inc.  and  CIS 

194.7 

Aircraft  Income  Partners 

Integrated  Resources 

192.9 

Airfund  International  LP 

Two  funds 

AFG  Aircraft 
Management 

140.0 

Airlease  Ltd. 

Ford 

73.9 

DATA:  ROBERT  A  ST  ANGER  &  C0-.  BW 


fly  through  trouble.  Its  president,  Marc 
P.  Desautels,  has  argued  that  tough 
times  make  his  older,  cheaper  planes  at- 
tractive. In  a  recession,  he  reasons, 
many  airlines  can  only  pay  to  fly  the 
equivalent  of  a  used  Dodge — not  a  Cadil- 
lac. Furthermore,  Polaris  has  counted  on 
its  strong  marketing  skills  to  place  at 
other  airlines  any  jets  that  fall  idle. 

But  that  strategy  didn't  foresee  to- 
day's harsh  industry  conditions.  After 
losing  as  much  as  84  billion  in  six 
months.  U.  S.  airlines  aren't  buying 
much  of  anything.  And  airlines  in  bank- 
ruptcy or  under  serious  financial  strain 
account  for  63  of  the  68  leases  held  by 
Polaris'  funds  II  and  III. 
'irate  people.'  This  isn't  Polaris'  first 
liquidity  bind.  Securities  filings  show 
that  one  fund,  hurt  by  Braniff  Inc.'s  de- 
mise, cut  its  payout  from  about  $50  a 
unit  to  S2.50  a  unit  for  the  nine  months 
ended  Sept.  30,  1990.  In  December,  Con- 
tinental's missed  payments  caused  a  de- 
crease in  the  fourth-quarter  distribution 
from  two  other  funds  by  30.8' '■'<  and  W<, 
according  to  a  filing.  Anticipating  more 
trouble  with  funds  II  and  III,  Po- 
laris in  mid-March  notified  Pru- 
dential Securities  Inc..  its  chief 
sales  agent  for  the  funds,  that 
the  first-quarter  payouts  for 
those  funds  were  in  question,  ac- 
cording to  Prudential.  Says  one 
broker  who  sold  the  funds: 
"You're  going  to  have  some  irate 
people." 

Polaris  partners  may  not  be 
the  only  ones  screaming.  All  the 
syndicators  suffer  from  the 
same  depressed  conditions  as  Po- 
laris. Airlease  Ltd.  says  that  on 
Mar.  6.  it  cut  distributions  36r; 
because  of  a  cash  squeeze.  The 
manager  of  Shearson  Lehman 
Brothers  Inc.'s  JetStream  I  and 
II  partnerships.  Charles  Salazar, 
says  his  funds  haven't  made  cuts 
yet.  But  he  adds:  "We  are  re- 
viewing the  situation." 

This  much  can  be  counted  on: 
Brokers  won't  be  ringing  up  with 
a  sales  pitch  on  a  new  aircraft 
partnership.  "We  won't  be  able 
to  float  anything  for  a  long 
time."  says  one  fund  manager. 
Some  people  think  that  may  be  a 
good  thing.  "I'm  amazed  how 
much  money  was  raised  for 
those  partnerships,"  says  banker 
Nils  Hallerstrom  of  Credit  Lyon- 
nais/PK  Airfinance.  Investors  in 
the  '80s  forgot  the  first  principle 
of  aviation:  What  goes  up.  must 
come  down. 

By  Todd  Vogel  in  Stamford, 
Conn.,  and  Kevin  Kelly  in  Chicago, 
with  Chuck  Hawkins  in  Atlanta 
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FIN  ALLY:  FULL  COLOR 
FULL  SERVICE 

PERFORMANCE. 
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gggg  The  magic  of  color  copying.  Plus  unmatched  Kodak  service  and 
support.  That's  performance  that  counts! 

■P^V,  New  Kodak  Color  Edge  1525  copier:  walkup  color  copies  with  quality  so  close 
to  the  original,  it's  hard  to  tell  the  difference.  New  Kodak  ColorEdge  1550  copier: 
complete  color  reproduction  and  image  manipulation  from  a  variety  of  hard  copy 
and  electronic  sources.  Add  the  Kodak  ColorEdge  copier-duplicator,  the  world's  fastest,  and 
there's  a  Kodak  color  copier  for  every  need.  Call  1  800  255-3434,  Ext.  160. 


BROADCASTING  I 


FNN:  SICKLY,  SCANDAL-SCARRED 
—AND  ADORABLE 


Its  35  million  viewers  have  media  giants  ardently  pursuing  it 


For  sale:  24-hour  cable  TV  network 
offering;  business  and  financial 
news.  Lost  S72  million  in  1990.  Now 
operating  under  Chapter  11  bankruptcy 
protection.  Chief  financial  officer  was 
ousted  amid  charges  of  book-cooking. 
Faces  tough  competition  from  rival  cable 
network.  Minimum  price:  $115  million. 

Based  on  that  prospectus,  and  given 
its  onerous  debts,  the  Financial  News 
Network  Inc.  looks  like  a  classic  corpo- 
rate white  elephant.  So  why  are  three 
top  media  companies  in  a  fierce  bidding 
war  for  the  beleaguered  cable  network? 
swooping  in.  On  Apr.  3,  a  federal  bank- 
ruptcy judge  will  decide  whether  to  sell 
FNN  to  a  partnership  of  Dow  Jones  and 
Westinghouse  Broadcasting  or  to  the 
Consumer  News  &  Business  Channel,  a 
competing  cable  network  owned  by  N'BC. 
The  decision  will  come  after  a  frenetic 
three  months:  On  separate  occasions, 
both  parties  seemed  to  have  sewn  up  a 
deal  to  acquire  FXX,  only  to  see  the  oth- 
er swoop  in  with  a  counteroffer. 
Now,  both  sides  say  they  are  deter- 


mined to  prevail  at  the  Apr.  3  hearing. 
That  may  mean  bidding  up  the  price  for 
FNN  even  higher  than  the  $115  million 
Dow  Jones  and  Westinghouse  offered  on 
Mar.  20.  CXBC  won't  say  whether  it  plans 
to  top  that  bid.  But  a  spokesman  for 
General  Electric  Co.'s  XBC  unit  declares: 
"We  fully  intend  to  acquire  FNN." 

The  ardent  courtship  of  FXX  under- 
lines the  cachet  even  a  troubled  cable 
franchise  possesses.  Since  1981,  FNN  has 
fed  a  daily  diet  of  business  news  to  35 
million  U.  S.  homes.  Despite  its  slightly 
no  frills  stage  sets  and  "infomercials" — 
commercials  billed  as  investment  advice 
programs — FNN  has  won  loyal  viewers 
hungry  for  financial  news.  (BUSIXESS 
WEEK  editors  regularly  appear  on  FNN.) 

Reaching  upscale  viewers  by  other 
means  has  proved  difficult.  XBC  Inc.  has 
struggled  with  CXBC.  the  channel  it 
launched  to  compete  with  FX X  in  1989. 
CXBC  boasts  more  polished  correspon- 
dents and  slicker  sets  than  FNN.  But  it 
has  only  half  the  subscribers  (charts). 
CXBC  has  attracted  advertising,  but 


fxx's  bigger  audience  gives  it  an  edge. 
And  industry  experts  fear  that  with 
Turner  Broadcasting  System  Inc.'s  Ca- 
ble News  Network,  the  market  for  24- 
hour  news  is  already  overcrowded. 

So,  CXBC's  reasons  for  swallowing 
FXX  are  simple:  It  wants  the  network's 
35  million  subscribers.  "Our  plan  is  to 
take  the  best  of  the  two  networks  and 
integrate  them,"  says  Joseph  Rutledge, 
a  spokesman  for  XBC.  But  FNN  employ- 
ees say  CXBC  has  indicated  it  would  basi- 
cally shut  down  FXX,  retaining  fewer 
than  40  of  its  375  staffers. 

Those  employees  would  face  a  consid- 
erably brighter  future  with  Dow  Jones 
&  Co.  and  Westinghouse  Broadcasting 
Co.  Anxious  to  break  into  a  new  market, 
these  companies  are  likely  to  retain 
about  half  of  fxx's  staff  and  some  of  its 
programs.  Westinghouse  mainly  wants 
to  expand  its  cable  holdings,  while  Dow 
Jones  wants  to  make  an  aggressive 
move  into  electronic  media,  after  years 
of  mostly  halfhearted  efforts.  The  com- 
pany, which  publishes  The  Wall  Street 
Journal,  already  produces  a  half-hour 
news  show  called  The  Wall  Street  Jour- 
nal Report.  But  the  syndicated  pro- 
gram, which  airs  on  weekend  mornings, 
attracts  only  650,000  TV  households. 
crippled.  Dow  Jones  says  it  would  use 
FXX  as  an  outlet  for  programming  that 
draws  on  its  news-gathering  capability. 
Eventually,  the  company  plans  to  ex- 
pand FXX  internationally.  But  for  now, 
Dow  Jones  says  that  it  would  merely 
upgrade  fxx's  existing  programs. 
Among  other  things,  it  plans  to  cut  out 
those  infomercials.  "Our  immediate  goal 
is  to  turn  FXX  into  a  first-rate  cable  net- 
work," says  Peter  G.  Skinner,  senior 
vice-president  of  Dow  Jones. 

But  first,  the  network's  new  owner 
must  figure  out  how  to  extricate  FXX 
from  its  financial  mess.  Crippled  by  an 
overambitious  plan  to  supply  stock  mar- 
ket data,  FXX  owes  $142  million  to  banks 
and  lessors.  And  it  must  live  down  a 
scandal  in  which  it  says  its  former  CFO, 
C.  Steven  Bolen,  made  unauthorized  pay- 
ments to  himself.  A  lawyer  for  Bolen, 
who  was  fired  last  October,  has  denied 
any  wrongdoing. 

Yet  none  of  this  has  cooled  fxx's 
deep-pocketed  suitors.  In  a  last-ditch  ef- 
fort, Dow  Jones  and  Westinghouse  have 
asked  the  bankruptcy  judge  to  disquali- 
fy CXBC  on  the  grounds  that  buying  its 
main  rival  violates  antitrust  laws.  Fif- 
teen states  are  also  asking  the  judge  to 
rule  against  CXBC.  But  regardless  of 
who  prevails,  the  big  question  is  wheth- 
er viewers  will  have  the  same  interest  in 
FNN's  future  that  so  many  have  in  its 
turbulent  present. 

By  Mark  Landler  in  New  York,  with 
Mark  Leicyn  in  Washington 


WHAT'S  SO  HOT  ABOUT  FNN? 


It  lost  $72  million  last  year  and  is  in  Chapter  I  7,  but  Financial  News  Network  has 
sparked  lively  bidding  by  NBC's  Consumer  News  &  Business  Channel  and  a  Dow 
Jones-Westinghouse  Broadcasting  tandem.  Here's  what  the  bidders  want: 


I  Westinghouse 


DOW  JONES  Previous  TV  ventures  have 
been  small-scale.  But  it  still  wants  a 
television  outlet  for  its  news-gathering 
operations  [The  Wall  Street  Journal, 
Barron's,  Far  Eastern  Economic 
Review)  and  an  added  medium  for  its 
information  services  (Dow  Jones 
News/ Retrieval,  Dow  Jones  News 
Services,  and  Telerate,  a  source  of 
on-line  market  data) 

WESTINGHOUSE  BROADCASTING 

It  wants  to  add  to  its  TV  and  radio 
holdings,  which  include  KPIX  in  San 
Francisco  and  WINS  radio  in  New 
York.  It  would  also  like  to  extend  its 
current  ad  sales  and  marketing 
contracts  with  Nashville  Network  and 
Request  TV',  a  pay-per-view  outfit 


sumer  News  &  Business  Channel 


It  wants  to  replace  FNN  as  the  top 
24-hour  business  news  network 


1989  1990 
▲  MILLIONS  OF  SUBSCRIBERS 


989  1990 
MILLIONS  OF  DOLLARS  A 


DAW:  PAUL  MGAN  ASSOCIATES  INC  COMPANY  REPORTS 
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How  eaity  is  too  early  to 
start  planning  for  retirement? 


It's  never  too  early.  Because 
your  Social  Security  and  company 
pension  funds  may  not  cover  all 
your  expenses  for  25  to  30  years  of 
retirement.  And  you'll  need  addi- 
tional income  sources. 

Your  Merrill  Lynch  Financial 
Consultant  is  ready  to  help.  Using 
our  unique  Retirement  Builder 
Program^  we  can  give  you  a 
personalized  analysis  to  help  you 
figure  out  what  you'll  need. 

We  offer  a  wide  range  of  choices 
IRAs,  bonds,  annuities  and  mutual 

©1991  Merrill  Lynch  &  Co  ,  Inc 


funds,  to  name  a  few.  And  we  can 
help  you  select  your  investments 
according  to  an  asset  allocation 
strategy  based  on  the  level  of  risk 
you're  comfortable  with. 

But  you  have  to  take  that  first 
important  step-getting  started.  We 
can  help  with  that  too.  With  a  free 
booklet  filled  with  retirement  financ- 
ing strategies.  See  your  Merrill  Lynch 
Financial  Consultant,  call  our  toll- 
free  number  or  mail  the  coupon. 
-  Your  copy-and  some  of  your  best 
years-are  waiting. 


Call  1-800-637-7455,  ext.  9074 

Return  to  Merrill  Lynch,  Pierce,  Fenner  and  Smith  Inc 
Response  Center,  PO  Box  30200 
New  Brunswick.  New  Jersey  08989-0200 

Please  send  me  your  free  brochure  on  retirement 

financing  strategies 

Name  

Address  

City  State  Zip  

Phone  1  1  

Name  and  location  of  Merrill  Lynch 

Financial  Consultant   


9074 

Merrill  Lynch 


A  tradition  of  trust. 


AUTOS I 


ARE  THE  PLANETS  LINING  UP 
AT  LAST  FOR  SATURN? 


Its  many  rollout  snafus  may  be  ending,  and  sales  are  picking  up 


As  workers  finish  laying  the  carpet 
at  Saturn  of  Hay  Ridge  in  Brook- 
lyn, X.  Y.,  Sales  Manager  Chris 
Lucas  looks  forward  to  his  opening  on 
Apr.  4 — almost  four  months  late.  "We've 
had  enough  delays,"  he  says.  "It's  time 
to  get  rolling." 

Five  months  after  its  official  Oct.  25 
launch,  Saturn  Corp.  may  finally  achieve 
lift-off.  Various  production  problems  se- 
verely limited  output  of  General  Motors 
Corp.'s  heavily  hyped  import-fighter, 
leaving  dealers  with  only  a  handful  of 
cars.  The  recession,  the  gulf  war,  and  an 
early  recall  didn't  help.  Until  now,  it  has 
t  u  "Murphy's  Law,"  says  Chattanoo- 
ga dealer  Nelson  Bowers  II.  "I  don't 
know  of  anything  that's  worked  in  our 
favor,  but  it  seems  like  now  we  can  see 
the  light  at  the  end  of  the  tunnel." 

Until  now,  Saturn's  foreign  rivals 
haven't  had  to  worry  about  the  small 
car's  small  sales.  They  aren't  taking  Sat- 
urn lightly,  though.  In  early  December, 
the  board  of  Japan's  Toyota  Motor  Corp. 
received  a  two-hour  briefing  on  Saturn's 
operations  from  Toyota's  U.  S.  manag- 
ers, and  they  test-drove  Saturn  cars. 
Soon,  Toyota  will  learn  from  the  market- 
place how  strong  a  competitor  Saturn  is. 
A  test  drive  shows  it  can  hold  its  own  on 
the  road.  The  base  Saturn  sedan  rivals 
Toyota's  Corolla  in  size  and  performance 
but  is  priced  $1,150  lower. 

Saturn  dealerships  are  beginning  to 
stock  a  full  mix  of  base-  and  higher- 
priced  cars.  More  are  on  the  way,  as 
Saturn's  Spring  Hill  (Tenn.)  plant  pre- 
pares to  add  a  second  shift.  And  as  Sat- 
urn plans  to  open  33  new  dealerships  in 
18  states  in  April,  a  delayed  wave  of 
advertising  could  spur  sales  further. 
lost  weeks.  If  Saturn  does  take  off,  it 
will  be  leaving  behind  woes  that  began 
almost  as  soon  as  production  did  last 
July  at  its  sprawling  assembly  site  in 
Spring  Hill.  Determined  to  ensure  high 
quality  standards,  Saturn  workers  and 
engineers  found  lots  of  nits  to  pick,  es- 
pecially in  the  $7,995  base  SL  sedan. 
When  engineers  had  to  change  engine- 
mount  specifications  to  cure  a  vibration 
problem  in  SLs  with  automatic  transmis- 
sions, output  of  that  model  was  delayed 
five  months.  Then,  the  assembly  line  lost 
three  weeks  of  manual-transmission  SL 
production  when  the  carmaker  had  to 
switch  suppliers  of  a  shifter  mechanism. 


Those  delays  pushed  back  to  December 
the  start  of  production  of  the  $11,775 
sporty  coupe  model,  expected  to  account 
for  one-third  of  all  Saturn  sales  in  the 
crucial  California  market. 

Those  weren't  the  only  troubles.  Sat- 
urn's all-new  plant  ran  into  a  series  of 
minor  production  snafus  and  parts-quali- 
ty troubles.  The  company's  just-in-time 
inventory  approach  worked  according  to 


mon  in  starting  up  a  complex  operation." 

But  if  the  foul-ups  were  expected,  the 
dismal  scenes  in  Saturn's  first  30  show- 
rooms last  year  were  not.  At  its  Oct.  25 
opening,  Saturn  of  Nashville  had  over 
40,0  customers — and  nine  cars.  Saturn  of 
Santa  Ana  (Calif.),  with  only  12  cars, 
drew  crowds  of  200  to  300  visitors  a  day 
for  several  weekends  after  the  launch. 
In  its  first  30  days,  the  dealership  took 
150  deposits  of  $500  toward  cars  it  didn't 
have.  To  keep  customers  happy,  many 
dealers,  on  their  own  or  with  Saturn 
subsidies,  provided  rental  cars  for  cus- 
tomers waiting  for  a  car  to  arrive. 
pampered  owners.  The  supply  of  cars 
remained  a  trickle.  By  Dec.  31,  Saturn 
had  sold  only  1,881  cars.  By  comparison, 
in  the  Dec.  21-31  period  alone,  Nissan 
Motor  Corp.  sold  4,264  Tennessee-built 


SATURN'S  PLANT  NOW  TURNS  OUT  3QO  CARS  A  WEEK  AND  SOON  WILL  BEGIN  A  SECOND  SHIFT 


SATURN'S 

BUMPY 

ROAD 


OCTOBER,  1990  1  DECEMBER,  1990  ■  FEBRUARY,  1991 


Eight  years  after 
launching  the  con- 
cept of  a  new  Saturn 
division  to  fight  im- 
ports, GM  puts  Sat- 
urns  on  sale  in  select- 
ed markets 


Assembly-line  glitch-  Saturn  recalls  rough- 

es  hold  production  ly  30%  of  its  cars  on 

for  the  year  to  4,245,  the  road  so  it  can  fix 

well  below  expecta-  a  seatback  that  can 

tions.  GM  either  slip  backward  with- 

waives  or  gives  back  out  warning 
some  dealership  fees 


plan:  It  identified  problems  and  halted 
all  production  until  they  were  fixed. 
That  kept  quality  high  but  held  down 
the  factory's  output.  Despite  months  of 
earlier  training,  Saturn's  workers  also 
took  longer  than  expected  to  learn  to 
inspect  their  own  work — for  example, 
examining  each  door  panel  for  blemish- 
es. Says  Saturn  President  Richard  G. 
"Skip"  LeFauvre  of  the  hail  of  woes: 
"I've  been  in  manufacturing  all  my  life, 
and  what  I'm  experiencing  is  not  uncom- 


cars.  Dealers  who  had  invested  in  costly 
new  showrooms  were  bleeding.  Herbert 
F.  Boeckmann,  owner  of  Saturn  of  the 
Valley  in  Southern  California,  says  the 
car  shortage  meant  "hundreds  of  thou- 
sands of  dollars  lost."  Saturn  delayed 
opening  25  dealerships  from  December 
and  February  until  April  and  May  and 
agreed  to  refund  fees  of  $50,000  to 
$100,000  to  already-opened  dealerships. 

LeFauvre  defends  the  slow  produc- 
tion. "We  wish  we'd  had  more  cars,  no 
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...you've  just  gotta  listen. 

Not  all  public  phones  automatically  connect  you  with  AT&T.  And  some 
operator  service  companies  you've  never  even  heard  of  can  charge  you  two 
to  three  times  the  AT&T  price.  How  do  you  make  sure  you  get  AT&T?  When  you 
make  a  long  distance  call,  listen  carefully.  If  you  don't  hear  "AT&T"  after  the  bong, 
hang  up  and  dial  10  +  ATT  +  O,  then  the  area  code  and  number.  You'll  get  the 
quality  AT&T  service  you  want  and  prices  you  expect. 

Dial  10+ATT+O 

plus  the  area  code  and  number. 


AT&T.  How  can  we  help  you?"' 
1 800  661-0661,  Ext.  5313 


Based  on  a  comparison  of  billed  charges  and  surcharges 
of  alternate  operator  service  companies. 


question  about  that."  he  says.  "But  this 
is  the  hard  part  about  building  a  quality 
reputation — you  absolutely  have  to  bite 
the  bullet  on  quality."  And  his  dealers 
support  him.  Says  A.  Edward  Appleby, 
general  manager  of  Saturn  of  North 
Broward  in  south  Florida:  "I'd  rather  be 
slim  on  cars  than  have  cars  that  aren't 
up  to  what  the  customer  expects." 

Saturn's  emphasis  on  quality  appar- 
ently hasn't  been  hurt  by  a  Feb.  13  re- 
call to  fix  front  seatbacks  that  could  slip 
backward  without  warning.  The  recall 
covered  1,210  cars,  about  30"  of  those 
Saturn  had  sold.  Their  owners  were 
pampered  by  repair  crews  who  had  little 
else  to  do.  Chattanooga  dealer  Bowers 
sent  potted  plants  to  his  two  customers 
affected  by  the  recall. 
record  sales.  Gradually,  the  flow  of 
cars  has  increased.  Spring  Hill  now  is 
building  about  300  a  week  and  is  prepar- 
ing for  a  second  shift  to  start  turning 
out  cars  in  late  April  or  early  May.  Both 
shifts'  workers  are  already  on  the  line. 
The  A  crew  works  on  Monday,  the  B 
crew  on  Friday,  and  both  crews  side-by- 
side  Tuesday  through  Thursday,  to 
make  sure  that  everyone  follows  the 
same  quality  procedures. 

Although  some  dealers  still  have  order 
backlogs  of  70  cars,  those  are  usually 
for  specific  models  with  particular  op- 
tions. Inventories  are  building.  Witness 
record  Saturn  sales  in  the  Mar.  11-20 
period:  1,208  cars.  Dealers  are  still  short 
of  the  coupe,  but  not  desperately  so. 

The  earlier  shortages  would  have  been 
even  worse  had  Saturn  been  launched 
nationally  last  October.  Instead,  the 
company  planned  a  phased  rollout,  with 
only  West  Coast  and  Southeast  dealer- 
ships opening  on  Oct.  25.  To  date.  Saturn 
has  dealerships  in  only  41f  "<  of  the  U.  S. 
car  market.  That  will  jump  to  81^  with 
the  openings  in  April  and  May.  mostly  in 
the  Northeast.  At  Saturn  of  Bay  Ridge. 
Lucas  expects  to  have  20  cars  in  stock 
for  his  opening. 

Advertising  to  support  those  new  deal- 
erships is  starting  to  air.  including  ads 
timed  to  coincide  with  the  New  York 
Automobile  Show.  Meanwhile,  existing 
dealers  are  asking  for  more  ad  dollars  in 
their  markets.  Now  that  they  have  the 
cars,  "a  relaunch  in  the  form  of  another 
advertising  blitz  would  get  the  interest 
rolling  again."  says  Glenn  S.  Ritchey. 
owner  of  Saturn  of  Daytona  Beach. 

Saturn  officials  hint  that  April  could 
bring  the  car's  first  nationwide  network- 
television  ads.  But  Bowers  worries  that 
a  new  blitz  might  be  premature:  "I  hope 
that  this  doesn't  heat  sales  up  so  that 
we're  in  a  car-shortage  situation  again." 
Bowers  knows  that  without  cars  on  the 
lot,  hot  sales  can  turn  cold  in  a  hurry. 

By  James  B.  Treece  in  Detroit 


THE  LAWI 


IT  TAKES  MORE  THAN  BLACK  ROBES 
TO  SCARE  TOBACCO  COMPANIES 


Whatever  the  high  court  says,  they  expect  to  win  cancer  victims'  suits 


When  the  Supreme  Court  decid- 
ed on  Mar.  25  to  wade  into  the 
decades-long  legal  wrangle 
between  cancer  victims  and  cigarette 
makers,  the  tobacco  industry  was  in  a 
curious  position.  It  had  asked  for  the 
review — even  though  it  had  been  victori- 
ous up  to  that  point  in  the  case. 

Why?  Because  cigarette  makers  are 
confident  they  can  weather  any  setback 
the  justices  hand  them.  The  industry 
holds  a  40-year  record  of  never  having 
paid  out  a  penny  to 
smokers.  And  while  it 
believes  that  record 
isn't  in  imminent  dan- 
ger, it  would  like  to 
resolve  the  nearly 
four  dozen  suits  pend- 
ing against  it. 

The  justices  will  be 
scrutinizing  the  ciga- 
rette makers'  chief 
line  of  defense.  The 
case  they'll  hear  was 
brought  against  three 
cigarette  makers  by 
the  family  of  Rose  Ci- 
pollone.  a  New  Jersey 
smoker  who  died  of 
lung  cancer  in  1983.  In 
the  original  Cipollone 
trial,  as  in  earlier 
cases,  the  tobacco  industry  argued  that 
the  warning  labels  required  by  a  1965 
federal  law  bar  any  claims  under  state 
law  that  the  companies  are  liable  for  the 
illnesses  of  smokers. 
no  damages.  If  that  view  prevails,  it 
will  put  a  damper  on  new  litigation.  And 
even  if  the  Supreme  Court  gives  the  go- 
ahead  to  claims  made  in  state  court,  law- 
yers for  ailing  smokers  will  face  an  up- 
hill struggle.  Tobacco  companies  still 
will  be  able  to  argue  that  smokers  who 
continue  the  habit  assume  the  risks  in- 
volved. Indeed,  lawyers  say.  jurors  often 
think  smokers  bring  illness  upon  them- 
selves. "They're  still  going  to  be  tough 
cases."  concedes  Mike  Davis,  whose 
Austin  (Tex.)  firm  has  brought  suits 
against  the  cigarette  companies. 

A  Philadelphia  case  last  year  illus- 
trates the  difficulty  smokers  have  in  pre- 
vailing. The  jury  found  cigarette  makers 
liable  for  not  warning  a  smoker  of  the 
dangers  of  their  product  before  Jan.  1. 
1966,  when  the  labeling  law  took  effect. 


A  50s  COME-ON:  SHOULD  WARNINGS 
PROTECT  COMPANIES  FROM  CLAIMS? 


But  the  jury  awarded  no  damages,  rea- 
soning that,  warnings  or  no,  the  plaintiff 
would  have  smoked  anyway.  Whether  or 
not  federal  law  preempts  state  laws,  "ju- 
ries are  going  to  decide  the  cases  on  the 
basis  of  the  facts  presented  to  them," 
says  David  Kentoff.  a  Washington  law- 
yer for  Philip  Morris  Companies  Inc. 

The  industry's  strategy  has  its  risks. 
Because  of  the  preemption  argument, 
many  cases  never  get  to  trial.  But  if  the 
court  rules  that  suits  based  on  state  law 

  can  proceed,  plaintiffs' 

lawyers  could  discover 
evidence  that  tobacco 
companies  knew  more 
about  health  risks 
than  they  have  let  on. 
busy  lobbyists.  Time 
and  history  are  both 
on  the  industry's  side, 
however.  The  slim 
chance  of  any  payoff 
and  the  tortuous  pro- 
cess of  litigation  have 
discouraged  many 
suits.  Consider  the  Ci- 
pollone case.  Cipollone 
and  her  husband,  An- 
tonio, brought  the 
case  against  Liggett 
Group.  Philip  Morris, 
and  Loews  s  Lorillard 
unit.  When  she  died  in  1983.  her  husband 
pursued  the  matter.  He  died  in  1990. 
and  their  son.  Thomas,  is  carrying  it 
forward. 

The  family  has  little  to  show  for  its 
effort  at  this  point.  A  federal  appeals 
court  ruled  in  a  pretrial  hearing  that  the 
warning  label  barred  the  family  from 
seeking  damages  for  any  injuries  after 
1965.  Although  a  jury  did  award  the 
family  $400,000  for  pre-1966  damages, 
the  appellate  court  later  overturned  that 
verdict  because  the  trial  judge  had  given 
the  jury  incorrect  instructions. 

The  cigarette  industry  isn't  just  trust- 
ing the  courts.  Tobacco  companies  are 
behind  efforts  in  several  states  to  revise 
product-liability  laws,  and  they're  poised 
to  thwart  a  nascent  move  on  Capitol  Hill 
to  overturn  the  rulings  that  have  upheld 
the  industry's  airtight  legal  defense. 
Even  expectations  of  success  aren't 
prompting  the  industry  to  bet  all  of  its 
chips  on  the  Supreme  Court. 

By  Tim  Smart  in  Washington 


We're  accused  of  being  obsessed 

with  perfection,  precision  and  meticulous 

attention  to  every  detail.  Thank  you. 


The  little  things  on  a  flight  tell  you  a  lot  about  an 
airline.  So  you'll  notice  that  at  Lufthansa,  your 
drink  and  meal  arrive  at  the  same  time.  And  that 
your  electronic  headset  is  free  even  in  Economy 
Class.  Or  if  you  don't  want  to  eat,  drink  or  watch 
movies,  you  can  get  a  "Do  Not  Disturb"  sign.  Of 
course,  the  way  our  crew  works  together  also 
adds  to  your  flight.  Things  like  these  show  our 
passion  to  make  your  flight  enjoyable.  One  you 
feel  in  everyone  at  Lufthansa.  From  the  wine 
steward  who  inspects  every  bottle  to  the  pilot 
who  gets  you  there  on  time.  A  passion  for 
perfection*"  that  ensures  you  the  best  flying 
experience  possible. 

A  passion  for  perfection?"  M  Lufthansa 


Lullhansa  is  a  participant  in  the  mileage  programs  ol  United,  Delta, 
USAir  and  Continental  See  your  Travel  Agent  tor  details 


RULINGS  ON  S&Ls 
AND  CIVIL  RIGHTS 

.  ►  Savings  and  loan  regulators 
dodged  a  bullet  on  Mar.  26 
when  the  U.  S.  Supreme 
Court  ruled  unanimously  that 
they  can't  be  sued  for  dam- 
ages resulting  from  their 
management   of  insolvent 

;  thrifts.  The  court  reversed  an 
appeals  court  ruling  that  gave 
the  go-ahead  to  a  $25  million 
suit  brought  by  Thomas  Gau- 

1  ben.  former  chairman  of  In- 
dependent American  Savings 
in  Irving.  Tex.  Gaubert 
claimed  regulators  who  took 
over  his  S&L  dissipated  825 
million  in  capital  he  injected 
at  the  government's  direction. 

In  another  decision,  the 
high  court  ruled  6-3  that  anti- 
discrimination laws  don't  pro- 
tect American  employees  of 
U.  S.  companies  working  over- 
seas. Senator  Edward  Kenne- 
dy (D-Mass.)  pledged  to  over- 
turn the  ruling  in  civil  rights 
legislation  working  its  way 
through  Congress.  But  pros- 
pects for  enactment  of  a  civil 
rights  measure  are  dim. 


PHILIP  MORRIS  PICKS  A 
NON-MARLBORO  MAN 

►  Philip  Moms  announced  on 
Mar.  27  that  its  new  chairman 
will  be  someone  who  rose 
through  the  food  side  of  the 
company,  not  the  tobacco 
side.  On  Sept.  1.  Michael 
Miles  will  take  over  the  -551 
billion  tobacco,  food,  and  beer 
colossus  from  retiring  Chair- 
man Hamish  Maxwell.  Miles. 
•51.  was  set  to  move  up  to  the 
top  spot  at  Kraft  until  Philip 
Morris  bought  it  in  1989.  He 
has  turned  Kraft  General 
Foods  into  an  impressive  suc- 
cess: KGF  now  kicks  in  52"'  of 
Philip  Morris'  revenues  and 
32"'  of  its  operating  profits. 


HENLEY'S  HOROSCOPE: 
TAKEOVER  BY  LIBRA? 

►  Henley  Group,  the  deal-hap- 
py New  Hampshire  conglom- 
erate, could  soon  do  its  final 


public  transaction.  Lebanese 
investor  Toufic  Aboukhater's 
Libra  Invest  &  Trade  on  Mar. 
27  offered  $22  a  share  in  cash 
for  the  75''  of  Henley  that  it 
doesn't  already  own.  Abou- 
khater.  who  started  buying 
Henley  shares  back  in  March. 
1990.  wants  an  answer  to  his 
proposal  by  Apr.  9.  Wall 
Street  is  betting  he'll  have  to 
sweeten  his  offer  by  $4  or  $5. 

Henley,  which  runs  aero- 
space, industrial,  and  scientif- 
ic instruments  companies, 
was  spun  off  by  Allied-Signal 
five  years  ago.  Since  then. 
Chairman  Michael  Dingman 
has  put  the  company  through 
a  further  series  of  spin-offs, 
stock  buvbacks.  and  asset 
sales. 


ANOTHER  NCR  HANGUP 
FOR  AT&T  

►  Hard  feelings  intensified  in 
the  negotiations — or  lack 
thereof — on  AT&T's  offer  to 
buy  computer  maker  N'CR  for 
S6.1  billion.  A  meeting  be 
tween  the  chairmen  on  Mar. 
25  never  got  down  to  hag- 
gling over  price,  as  NCR's 
Charles  Exley  spent  most  of 
the  five  hours  telling  AT&T's 
Robert  Allen  how  well  NCR 
could  do  without  AT&T. 

N'CR  shareholders  were 
scheduled  to  meet  on  Mar.  28 
to  give  their  own  verdict  on 
the  takeover  war.  and  AT&T 
said  that  negotiatiors  re- 
turned to  the  bargaining  table 
on  the  eve  of  that  meeting. 


WANTED:  CHAMBERMAIDS.  IRON  NERVES  A  MUST 


You're  late,  you're  late,  for  a 
very  important  date.  No  time  for 
more  than  a  cursory  glance 
around  your  hotel  room  to  make 
sure  you  packed  everything  you 
arrived  with — you've  got  busi- 
ness to  do,  and  it's  time  to  move. 
At  your  next  stop,  you  realize 
you've  left  behind  your  calcula- 
tor or  your  toothbrush. 

That's  just  the  ho-hum  detri- 
tus of  the  business  traveler's 
life.  But  as  Westin  Hotels  &  Resorts  found  in  an  informal,  in- 
house  survey,  departing  guests  will  occasionally  spring  weird 
surprises  on  the  housekeeping  crew.  How  weird?  Would  you 
believe  the  disembodied  heads  of  Madonna  and  Mae  West? 
Fortunately,  they  were  mannequins.  And  how  do  you  explain  a 
brand-new.  unclaimed  car  radiator?  For  sheer  strangeness, 
though,  it's  hard  to  top  the  rock  band  Pink  Floyd.  When  they 
checked  out  of  a  Westin  in  San  Francisco,  they  left  behind  a 
straw-littered  luxurv  suite  filled  with  live  chickens.  Don't  ask. 


Meanwhile,  arbitrageurs  con- 
tinue to  bet  that  a  negotiated 
deal  will  be  done  at  a  little 
more  than  $100  a  share,  or 
$6.8  billion. 


CAN  BANKRUPTCY  KEEP 
MIDWAY  AIRBORNE? 

►  On  Mar.  26.  cash-strapped  1 
Midway  Airlines  became  the 
third  airline  in  three  months 
to  seek  bankruptcy  court  pro- 
tection.  Midway  says  it  filed 
for  Chapter  11  to  obtain  a  r 
badly  needed  $40  million  loan 
from  Continental  Bank.  The 
bank  insisted  on  debtor-in-pos- 
session financing,  which  gives  L 
Continental  a  first  claim  on 


Midway  assets.  The  Chicago- 
based  company  expects  the 
filing  to  help  it  renegotiate 
loan  and  aircraft  lease  rates 
with  creditors. 

The  bank  loan,  together 
with  recent  record  bookings, 
may  temporarily  ease  the 
cash  squeeze.  Still,  the  carrier 
owes  creditors  over  $50  mil- 
lion and  expects  a  sizable  loss 
in  the  first  quarter.  If  the  fil- 
ing makes  travelers  shy  away 
from  the  carrier.  Midway 
could  crash. 


A  SECOND  CHANCE 
FOR  FIRST  CITY 


►  Ending  months  of  specula- 
tion, Robert  Abboud  on  Mar. 
27  stepped  down  as  chairman 
of  Texas'  First  City  Bancorp. 
First  City  has  been  hammered 
by  bad  loans  and  big  losses 
under  Abboud.  who  led  a  fed- 
erally assisted  buyout  of  the 
bank  in  1988.  Its  bad  loans 
are  still  mounting,  and  it  ex- 
pects to  lose  $50  million  to  $75 
million  in  the  first  quarter. 

The  new  chairman.  Ivan 
Wilson,  is  a  35-year  First  City- 
veteran.  He's  well-connected 
in  the  state  banking  hierar- 
chy, with  a  better  chance  of 
raising  new  capital.  But  he'll 
have  his  hands  full.  The  bank 
needs  $200  million  to  meet 
federal  capital  requirements. 


Yoa  have  an  assignment. 

Put  together  a 
weekly  sales  report  on 
everything  from  power 
mowers  to  miter  boxes. 
Cover  current  quotas 

vs.  planned  goals. 
Then  list  all  POS  data 
from  retailers  in  North  & 
Southeastern  regions. 

And  by  the  way,  it  has  to 
be  done  by  noon. 


Prog  I 


Th  ings  To  Do 

Get  coffee  and  think  this  over. 

Collect  the  information  from 
everyone. 

Make  this  report  look  terrific. 

Microsoft  Excel 

Consolidate  regional  worksheets. 

Total  the  sales  report  and  then 
highlight  regional  sales. 

Summarize  results  to  produce  a 
topline  report. 

Create  my  graphs  and  tables. 
Microsoft  Word  for  Windows 

Get  POS  reports  from  Debbie. 

Open  up  weekly  sales  report  tem- 
plate and  start  writing. 

Use  the  outlining  feature  to  move 
forecasts  to  end  of  report. 

Get  table  from  Microsoft  Excel. 

Ask  Bob  to  copy  and  distribute. 

Meet  Donna  for  racquetball. 


Pile     Options    Window  Help 


Main 


File  Manager  Control  Panel  Print  Manac 


Windows  Applications 

I  € 

Microsoft  Word 

Microsoft  Excel  3  G 

PowerPoint 

f 
> 

Microsoft  Project  1  0  II 

The  Windows  environment  and  Microsoft 
Windows  applications  are  great  liberators. 
They  let  you  do  your  everyday  work  faster  and 
more  easily. 

The  Windows  environment  lets  you  work 
with  several  different  applications  at  one  time. 
So  you  don't  have  the  tedious  task  of  switching 
applications  when  you  change  gears. 


The  Windows  environment  and  Microsoft 
Windows  applications  are  easy  to  learn  and 
use.  That  means  you  can  get  up  to  speed  and 
be  more  productive  quickly. 


First  of  all,  how  you  finish  d<i 


Clipboard 

Windows  Setup 

HI 

Color 

The  menu  bar  makes  commands  easy  to 
find.  And  they're  in  a  logical  order.  This  same 
kind  of  structure  is  common  to  all  our  Windows 
applications,  so  when  you've  learned  one,  you're 
well  on  the  way  to  learning  the  rest. 
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HARDWARE  DISfKIBl 


9:00 


Our  Windows  applications  make  it  very 
easy  to  combine  information  from  different 
applications. 


Microsoft  Windows 


The  Windows  environment  is  just  the  first 
step.  Now  take  advantage  of  our  Windo  ws  ap- 
plications and  experience  a  new  way  of  work- 
ing with  your  PC. 


9:00 


ends  on  how  you  start 


Things  To  Do 

Microsoft  Excel 

Consolidate  regional  worksheets. 

Total  the  sales  report  and  then 
highlight  regional  sales. 

Summarize  results  to  produce  a 
topline  report. 

Create  my  graphs  and  tables. 
Microsoft  Word  for  Windows 

Get  POS  reports  from  Debbie. 

Open  up  weekly  sales  report  tem- 
plate and  start  writing. 

Use  the  outlining  feature  to  move 
forecasts  to  end  of  report. 

Get  table  from  Microsoft  Excel. 

Ask  Bob  to  copy  and  distribute. 

Meet  Donna  for  racquetball. 


 Microsoft  E>^ 

File     Edit    Formula     Format     Data  I? 


N  or  mal 


Our  newest  version  of  Microsoft 
Excel  for  Windows  has  its  own  unique 
brand  of  power  and  ease  of  usa 

A  good  example  of  this  is  our  new 
Toolbar"  It  allows  you  to  do  things 
like  add  a  row  or  column  of  numbers 
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L  One  step  formulas  let  you  quickly  add  a  range 
of  cells  with  just  a  simple  double  click.  We  call 
this  Autosuni  Hien  highlight  tlie  results  by 
making  them  bold  with  one  step  formatting. 


Weekly  Sales  Report 

NAICI  3.  f  931  MICP  9.  1SS1 


3.  Select  a  range  of  cells  and  instantly  trans- 
form them  into  a  graph  right  on  your  work- 
sheet. In  just  one  step. 
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by  simply  clicking  on  a  button.  We 
call  this  one  step  computing.  As  in 
one  step  formulas,  charting,  macros, 
formatting,  even  one  step  outlining. 

And  the  menu  bar  is  like  the  one 
you  use  in  the  Windows  environment. 


2.  Our  exclusive  outlining  feature  lets  you  collapse 
and  expand  your  worksheet.  Display  and  print 
only  the  data  you  need  to  view  or  share.  And 
it  can  automatically  build  an  outline  for  you. 


Microsoft.Excel  for  Windows 


4.  It's  easier  to  move  to  Microsoft  Excel  than 
you  may  think.  Lotus' 1-2-3* "online  help  makes 
the  transition  easy. 
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Things  To 
Microsoft  Word  for  Windows 

Get  POS  reports  from  Debbie. 

Open  up  weekly  sales  report  tem- 
plate and  start  writing. 

Use  the  outlining  feature  to  move 
forecasts  to  end  of  report. 

Get  table  from  Microsoft  Excel. 

Ask  Bob  to  copy  and  distribute. 

Meet  Donna  for  racquetball. 


With  Word  for  Windows,  what  you  see 
is  what  you  get.  It's  easy  to  mix  words, 
pictures  and  numbers.  And  you  can 
see  what  you're  doing  right  on-screen. 

The  ribbon  in  Word  for  Windows  is 
like  the  Toolbar  in  Microsoft  Excel. 
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1.  Word  for  Windows  starts  working  even  be- 
fore you  do.  Document  Templates  automati- 
cally set  up  headings,  margins,  even  pull  an 
updated  chart  from  Microsoft  Excel  so  you 
can  focus  on  what  you're  writing. 


3.  With  a  simple  copy  and  paste,  you  can  move 
Microsoft  Excel  graphs  and  tables  into  your 
Word  document. 


Because  after  all  is  said  and  o 
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Window 

Help 

It  visually  represents  commands  and, 
as  a  result,  reduces  everyday  format- 
ting to  just  one  step. 

And,  as  promised,  the  menu  bar  is 
similar  to  the  ones  in  the  Windows  en- 
vironment and  Microsoft  Excel. 


2.  Because  Word  for  Windows  is  graphical,  it's 
easy  to  reorganize  the  flow  of  your  documents. 
Just  use  the  outlining  feature.  Simply  collapse 
entire  sections  and  drag  them  where  you  want. 


Microsoft  Word  for  Windows. 


4  Word  for  Windows  reads  and  writes  files 
from  WordPerfect" and other popular programs, 
so  not  a  word  is  wasted. 
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ne,  it's  easier  done  than  said 


Doing  a  better  job  and  getting  it  done  faster 
is  the  reason  you  started  working  with  computers 
in  the  first  place. 

With  the  Microsoft  Windows  environ- 
ment and  our  Windows  applications,  the  whole 
process  is  simpler  and  more  straightforward. 
Now  that  you've  seen  Microsoft  Excel  and 
Word  for  Windows  in  action,  there's  even  more  you  can  do. 
Microsoft  PowerPoint"  for  Windows  lets  you  create  impressive 
presentation  graphics  easily.  And  Microsoft  Project  for  Windows 
can  help  you  manage  your  project  plans,  big  or  small. 

Call  us  at  (800)  541-1261,  Department  Q04,  for  the  name 
of  your  nearest  dealer.  Ask  for  a        J|jW£jHijiri  — 
demo.  Then  see  what  happens  when  MwUCFOSOVK 
you  put  Microsoft  to  work  for  you.  Making  it  all  make  sense" 
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THE  LAND  OF  COTTON, 
ANTIWAR  VOTES  ARE  NOT  FORGOTTEN 


These  are  agonizing  times  to  be  a  Democrat  in  Dixie.  The 
Persian  Gulf  War,  overwhelmingly  opposed  by  the  party 
on  Capitol  Hill,  has  wounded  Southern  Democratic  of- 
ficeholders. And  party  leaders'  efforts  to  distract  the  nation 
from  victory  by  pushing  a  liberal  social  agenda  are  widening 
:he  deep  chasm  between  Southern  moderates  and  the  national 
Democratic  Party.  Says  GOP  strategist  Haley  Barbour:  "It's 
getting  really  hard  for  Southern  Democrats  to  hide  just  how 
far  to  the  left  their  party  is  from  the  average  Southern  voter." 

Dixie  Dems  have  reason  to  dread  1992.  A  Times-Mirror  Co. 
poll  shows  that  for  the  first  time,  fully 
half  of  Southern  voters  favor  GOP  con- 
gressional candidates. 
loathsome  dove.  Since  Southern  whites 
began  voting  for  GOP  Presidential  candi- 
dates in  the  mid-1960s.  Republicans  have 
been  chasing  the  elusive  goal  of  a  Sun- 
belt realignment.  Democrats  fear  that  a 
Bush  landslide  in  '92  could  sweep  out 
large  numbers  of  officeholders,  from 
county  courthouse  to  the  Senate.  Per- 
haps the  only  thing  standing  between 
the  Democrats  and  disaster  is  the  GOP's 
traditional  difficulty  in  recruiting  first- 
rate  candidates  in  the  South. 

Some  of  the  region's  most  prominent 
Democrats  are  vulnerable.  The  narrow 
1986  victories  of  Senators  Wyche  Fowler  (Ga.),  Terry  Sanford 
(N.  C),  and  Richard  Shelby  (Ala.)  were  the  key  to  the  Demo- 
cratic recapture  of  the  Senate.  But  Fowler  and  Sanford,  who 
voted  against  the  use  of  force  in  the  gulf,  have  seen  their 
approval  ratings  plummet  below  35%.  Even  South  Carolina 
four-term  Senator  Ernest  F.  Hollings  is  hurting.  An  opponent 
of  the  war,  he  was  booed  at  a  rally  for  troops  at  Sumter,  S.  C. 

Even  such  pro-war  Democrats  as  Shelby  are  being  hit  by  the 
fallout.  National  Republicans  think  his  vote  backing  Bush 
won't  be  enough  to  protect  Shelby  from  Southern  disgust  with 
the  Democrats.  "For  25  years,  Democrats  have  been  suspect 


on  defense  and  foreign  policy  issues  with  Southerners,"  con- 
tends Senator  Phil  Gramm  (R-Tex.),  chairman  of  the  National 
Republican  Senatorial  Committee.  "The  Persian  Gulf  vote  was 
the  proof." 

Some  nervous  Southern  Democrats  are  trying  to  distance 
themselves  from  the  party's  liberal  wing.  Senator  Charles  S. 
Robb  of  Virginia,  the  Democrats'  chief  Senate  fund-raiser, 
angered  party  leaders  by  offering  only  a  tepid  defense  of  the 
party's  antiwar  policy.  When  liberals  struck  back  by  kicking 
Robb  off  the  Senate  Budget  Committee,  he  took  to  wearing 
his  punishment  as  a  badge  of  honor. 

Louisiana  Governor  Buddy  Roemer 
went  a  big  step  further  by  becoming  a 
Republican.  At  first,  Democrats  dis- 
missed the  move  as  an  act  of  political 
desperation:  Polls  show  Roemer  running 
behind  both  former  Governor  Edwin  W. 
Edwards  and  onetime  Klansman  David 
Duke.  Roemer  hopes  that  Bush's  coat- 
tails  will  pull  him  to  reelection.  But  the 
governor  stung  Democrats  with  a  part- 
ing shot,  declaring  that  the  GOP  is  "in 
prime  position  to  open  up  a  strong  base 
of  shared  beliefs  of  family  values,  eco- 
nomic opportunity,  and  an  unshakable 
[commitment  to]  national  security  and 
law  and  order." 
With  Republicans  looking  as  if  they'll  soon  overrun  the 
Magnolia  Line,  some  Southern  Democrats  dream  that  they  can 
make  working-class  whites  and  blacks  feel  a  common  sense  of 
economic  hardship.  Says  Democratic  National  Committee 
member  Natalie  Davis  of  Alabama:  "We  need  to  appeal  to  the 
new  service-economy  worker,  who  operates  the  Xerox  machine 
and  shops  at  Wal-Mart.  They  think  they  are  middle-class,  but 
they  are  not."  Republican  strategists  are  confident  that  this 
dour  message  will  just  further  alienate  Southern  whites — and 
finally  propel  Dixie  firmly  into  the  GOP  column. 

By  Douglas  Harbivcht,  with  Paula  Dwyer 


CAPITAL  WRAPUP I 


ETHICS 


Charges  of  fraud  in  government- 
sponsored  research  have  gotten  the 
headlines,  but  it's  new  federal  conflict- 
of-interest  rules  that  are  riling  the  sci- 
entific community.  Regulations  drafted 
by  the  National  Institutes  of  Health 
would  require  universities  to  adopt  eth- 
ics standards  that  would,  among  other 
things,  bar  scientists  from  holding  cer- 
tain kinds  of  stock  in  companies  that 
hire  them  to  run  clinical  trials  of 
drugs.  The  difficulty  is  that  cash-poor 
small  companies  often  pay  scientists  in 
stock.  Researchers  fear  the  new  rules 
would  stifle  drug  development.  But 
congressional  critics  think  the  NIH 


hasn't  gone  far  enough.  Representa- 
tive Ted  Weiss  (D-N.  Y.)  is  pushing  for 
legislation  imposing  even  more  strin- 
gent conflict-of-interest  requirements. 

STEALTH  

Will  America's  hottest  warplane 
make  it  to  this  June's  Paris  Air 
Show?  The  Commerce  Dept.  is  urging 
the  Air  Force  to  send  an  F-117A 
stealth  attack  plane  to  the  annual  arms 
bazaar.  The  Air  Force,  however,  is  still 
trying  to  keep  the  plane  under  wraps 
and  has  allowed  it  out  of  the  U.  S.  only 
for  combat  missions.  Even  if  the  F- 
117A  makes  an  appearance  in  Paris,  it, 
unlike  everything  else  at  the  show, 
won't  be  for  sale. 


TRADE 


louse  Majority  Leader  Richard  A. 
I  Gephardt  may  have  gotten  a  bit 
too  enthusiastic  in  complaints  that  the 
transfer  of  U.  S.  technology  to  Japan  is 
damaging  American  competitiveness. 
In  testimony  to  a  House  subcommittee, 
the  Missouri  Democrat  charged  that 
Toyota  acquired  St.  Louis-based  Bodine 
Aluminum  in  1989  because  the  carmak- 
er wanted  access  to  Bodine's  process 
for  casting  aluminum  parts.  But  Bo- 
dine President  Robert  W.  Lloyd  says 
Gephardt  got  it  wrong.  Bodine  plans  to 
build  a  new  foundry  in  Missouri  that 
will  employ  100  people — and  use  a  new 
Japanese  casting  method. 
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SOVIET  UNION  I 


WIL1  GORBACHEV  ASK  TOKYO  TO  PLAY 
'LET'S  MAKE  A  DEAL'? 


Concessions  on  the  disputed  Kuril  Islands  could  lead  to  a  big  package  of  Japanese  aid  and  investment 


■  n  most  real  estate  markets,  they 
I  wouldn't  be  worth  much:  Four  rocky 
H  islands  of  the  Kuril  chain  that  are 
sterile  and  desolate  outposts  in  the  chilly 
North  Pacific,  just  off  Japan.  But  ever 
since  Stalin  grabbed  them  from  the  Jap- 
anese at  the  end  of  World  War  II, 
they've  symbolized  the  stubborn  hostil- 
ity that  has  marked  relations  between 
Japan  and  the  Soviet  Union. 

All  that  could  begin  to  change  on  Apr. 
16,  when  Soviet  Presi- 
dent Mikhail  Gorba- 
chev and  Japanese 
Prime  Minister  Toshiki 
Kaifu  meet  in  Tokyo  at 
the  first-ever  visit  to 
Japan  by  a  Soviet  head 
of  state.  No  one  ex- 
pects any  dramatic  dip- 
lomatic breakthroughs. 
But  both  leaders  are 
facing  growing  pres- 
sure to  take  the  first 
steps  toward  the  even- 
tual transfer  of  the  is- 
lands to  Japan. 

The  implications  of  a 
settlement  are  enor- 
mous. The  path  would 
be  clear  for  a  peace 
treaty  that  has  eluded 
the  two  countries  since 
World  War  II.  A  politi- 
cal thaw  could  pro- 
foundly influence  the 
Asia-Pacific  region, 
where  the  cold  war 
still  isn't  quite  over.  Billions  in  Japanese 
investment  could  pour  into  the  faltering 
Soviet  economy.  Already,  presummit 
speculation  has  placed  a  price  tag  on 
the  islands  as  high  as  $28  billion  in  Japa- 
nese loans  and  aid.  That's  nearly  double 
what  Bonn  provided  the  Kremlin — in 
part  to  win  Soviet  cooperation  on  Ger- 
man reunification. 

fudge  factor.  Although  it's  unlikely 
that  so  much  money  will  change  hands 
soon,  the  two  sides  appear  to  be  moving 
inexorably  toward  common  ground.  Gor- 
bachev may  somehow  acknowledge  Jap- 
anese sovereignty  over  two  islands  and 
fudge  on  the  other  two.  The  first  two 
comprise  a  handful  of  islets — the  Habo- 


mai  group — and  smallish  Shikotan. 
Much  larger  are  the  other  two  islands, 
Kunashiri  and  Etorofu,  home  to  Soviet 
military  installations  and  most  of  the  is- 
lands' 32,000  residents.  Several  senior 
Soviet  officials  have  hinted  at  such  a 
formula  recently.  Members  of  Japan's 
ruling  Liberal  Democratic  Party  have 
started  talking  about  a  "phased"  return. 
It's  an  opportune  time  for  Japan  to 
cut  a  deal.  The  Soviet 


Japanese  companies  after  Soviet  enter- 
prises imported  more  goods  than  they 
could  afford.  Additional  credits  could 
benefit  a  proposed  $600  million  van-man- 
ufacturing project  involving  Japan's 
Marubeni  Corp.  in  Bryansk,  a  city  in 
western  Russia,  according  to  Masakatsu 
Inoue,  general  manager  of  Marubeni's 
Moscow  office.  Gorbachev's  reported 
willingness  to  even  discuss  the  islands 


Union,  wracked  by  an  imploding  econo- 
my and  nationalist  strife,  is  in  a  weaker 
bargaining  position  than  ever.  What's 
more,  Kaifu  and  his  party  need  a  tri- 
umph to  offset  public  disappointment 
with  Japan's  nonperformance  in  the  Per- 
sian Gulf.  To  be  sure,  the  islands  have 
little  strategic  or  economic  importance  to 
powerful  Japan.  But  many  Japanese 
have  strong  emotional  ties  to  the  islands 
because  many  of  their  ancestors  are  bur- 
ied there. 

If  an  understanding  can  be  reached  at 
the  Tokyo  summit,  a  string  of  business 
deals  could  follow.  Japanese  executives 
say  that  some  $450  million  could  be  pro- 
vided to  help  pay  back  trade  debts  to 


reflects  "a  big  difference  from  the 
past,"  says  Inoue.  Also  waiting  for  signs 
of  a  warm-up  are  giants  Mitsubishi 
Corp.  and  Mitsui  &  Co.  Along  with  ABB 
Asea  Brown  Boveri  Ltd.  subsidiary  Com- 
bustion Engineering  Inc.,  they  have 
plans  for  a  $2  billion  petrochemical  com- 
plex in  the  western  Siberian  city  of  To- 
bolsk. If  the  summit  speeds  things  up, 
Tokyo  could  kick  in  about  $600  million  in 
government  credits,  according  to  Atsui 
Akiyama,  general  director  of  Mitsubi- 
shi's Moscow  office.  Such  credits  could 
lure  other  banks  needed  to  help  finance 
the  project,  allowing  construction  to 
start  by  yearend,  he  says. 

Moreover,  liberalized  trade  credits 
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could  speed  up  development  of  the  Sovi- 
et Pacific  Rim,  where  the  Russians  have 
long  hoped  for  Japanese  investment. 
One  project  Japanese  executives  cite  is  a 
proposed  $2  billion  oil  and  gas  venture 
near  Sakhalin  Island,  not  far  from  the 
Kurils.  Up  to  now,  however,  Japanese 
executives  have  been  loath  to  invest  in 
the  Soviet  Far  East,  complaining  that 
the  region  is  hamstrung  by  poor  high- 
ways, railroads,  and  port  facilities  along 
with  meddling  Soviet  bureaucrats.  In- 
deed, the  Japanese  have  taken  a  go-slow 
approach  to  investing  in  the  Soviet 
Union  in  general.  While  foreign  compa- 
nies have  registered  about  3,000  joint 
ventures  with  the  Soviets  since  1986, 
only  a  few  dozen,  primarily  in  the  timber 
and  fish  industries,  are  Japanese. 
internal  affairs.  To  cut  a  deal  on  the 
islands,  Gorbachev  will  have  to  negotiate 
some  tricky  internal  politics.  The  Soviet 
President  has  talked  of  Asian  initiatives 
for  five  years.  Now,  he  is  increasingly 
beholden  to  hardline  military  officers 
and  Communist  Party  members,  who 
have  wanted  to  block  any  island  agree- 
ment. What's  more,  his  chief  political  ri- 
val, Boris  N.  Yeltsin,  claims  that  the 
islands  are  under  the  domain  of  the  Rus- 
sian republic  he  heads.  "The  Soviets 
have  been  deliberately  trying  to  cool 
down  growing  Japanese  expectations," 
says  Hiroyuki  Kishino,  a  senior  research 
fellow  at  Tokyo's  International  Institute 
for  Global  Peace.  "They're  saying  the 
issue  is  too  complicated  to  settle  with 
just  one  visit." 

But  there  are  powerful  reasons  for 
Moscow  to  push  for  a  settlement.  With 
his  popularity  plummeting  at  home,  Gor- 
bachev needs  a  diplomatic  coup.  Better 
relations  with  Japan  could  supply  some 
of  the  economic,  technical,  and  manage- 
rial assistance  the  Soviet  Union  so  des- 
perately needs,  especially  as  Western 
business  interest  flags.  And  even  hard- 
liners may  see  gains  in  linking  up  with 
high-tech  Japan,  particularly  after  the 
humiliating  show  of  Soviet  military  hard- 
ware in  the  Persian  Gulf.  "They're  figur- 
ing it's  better  to  cooperate  with  Hitachi 
and  Matsushita  than  sit  on  four  rocks," 
says  a  Western  diplomat  in  Tokyo. 

Washington  will  be  carefully  watching 
the  body  language  at  the  Kaifu-Gorba- 
chev  meeting.  Japan's  cool  relations  with 
Moscow  seem  out  of  sync  with  the  ap- 
proach of  Washington  and  the  rest  of 
the  West.  And  improved  relations  be- 
tween Moscow  and  Tokyo  could  also 
salve  the  remaining  sore  spot  in  the  re- 
gion: belligerent  North  Korea.  The  re- 
sults of  the  Tokyo  summit  may  prove  to 
be  modest,  but  if  they  result  in  serious 
talks,  more  than  45  years  of  tension 
could  finally  be  eased. 

By  Robert  Neffin  Tokyo,  with  Rose  Bra- 
dy and  Rosemarie  Boyle  in  Moscow  and 
Amy  Bonus  in  Washington 


CANADA I 


STOREFRONT  FIRE  SALE:  PRIME  RETAIL  SPACE  GOES  BEGGING  IN  DOWNTOWN  TORONTO 


SHUFFLIN'  OFF 
TO  BUFFALO 


Recession  has  Canadian  businesses  retrenching  and  migrating  south 


For  years,  prosperous  Canadians 
sneered  across  the  border  at  Buffa- 
lo, N.  Y.,  whose  idle  factories  and 
aging  downtown  epitomized  the  U.  S. 
Rust  Belt.  But  these  days,  Buffalo's  im- 
age up  north  is  getting  a  buffing.  Cana- 
dian manufacturers  fleeing  high  labor 
costs  and  taxes  at  home  are  moving 
there  in  droves.  Since  1987,  some  85  Ca- 
nadian companies  have 
set  up  shop  in  Buffalo, 
and  hundreds  more  have 
feelers  out  for  a  move. 

Canadian  business 
leaders  are  sounding  the 
alarm.  "Our  underlying 
ability  to  compete  in  the 
world  marketplace  has 
been  falling,"  says  Fi- 
nance Minister  Michael 
H.  Wilson.  Most  major 
business  groups  are  is- 
suing similar  warnings. 
"Our  standard  of  living 
is  at  stake,"  says  Ronald  C.  Morrison, 
president  of  Kodak  Canada  Inc. 
scramble  to  restructure.  Canada  is 
reeling  from  its  first  recession  since 
signing  a  sweeping  free-trade  agree- 
ment with  the  U.  S.  in  1988.  Economic- 
growth  has  declined  for  four  straight 
quarters,  and  unemployment  now  stands 
at  an  ugly  10.27' — far  above  the  U.  S. 
rate  of  6.5%.  In  previous  recessions,  Ca- 
nadian manufacturers  could  at  least  rely 
on  the  buffer  of  high  tariffs.  But  with 


WHY  CANADA  IS 
COSTLIER 
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those  tariffs  now  falling  and  the  Canadi- 
an dollar  at  sky-high  levels,  they  are 
scrambling  to  restructure  in  order  to 
survive  in  what  is  becoming  a  wide-open 
North  American  market. 

The  $40  billion  food  business  is  a 
prime  example  of  the  changes  ripping 
through  key  Canadian  industries.  A 
third  of  what  had  been  the  15  largest 
producers  have  already 
been  swallowed  up  in 
mergers  by  Canadian, 
American,  and  Brit- 
ish companies,  yielding 
much  larger  players 
with  the  economies  of 
scale  now  required  for 
competitiveness.  In  one 
of  the  biggest  of  the 
deals,  Britain's  Hills- 
down  Holdings  PLC  ac- 
quired Canada  Packers 
Inc.  last  summer  and 
merged  it  into  Maple 
Leaf  Mills  Ltd.  to  create  a  $3  billion-plus 
colossus. 

The  shotgun  marriages  will  create  a 
far  more  efficient  industry — but  one 
with  fewer  companies  and  workers.  Oth- 
er Canadian  industries,  including  textiles 
and  furniture,  are  being  forced  through 
similar  wrenching  changes. 

Many  companies  are  considering 
whether  to  keep  operations  in  Canada  at 
all.  A  recent  Canadian  Manufacturers 
Assn.  study  of  635  Canadian  companies 
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found  313  already  looking  into  the  com- 
parative costs  of  operating  in  the  States. 
The  U.  S.  holds  the  edge.  Canadian  man- 
ufacturers' unit  labor  costs  have  risen  a 
staggering  5294  faster  than  U.  S.  labor 
costs  since  1985,  according  to  Royal 
Bank  of  Canada  (chart,  page  47).  Manu- 
facturers also  face  interest  rates  far 
higher  than  those  in  the  U.  S.  "I  am 
really  concerned  that  a  lot  of  production 
will  be  located"  outside  Canada,  says 
Don  Eastman,  manager  of  commercial 
research  for  Dofasco  Inc.,  Canada's 
largest  steelmaker. 

The  $13  billion  Canadian  auto  parts 
industry,  which  sends  807'  of  its  prod- 
ucts to  the  U.  S.,  will  likely  see  a  lot  of 
jobs  move  south,  including  some  to  Mex- 
ico. Three  dozen  parts  plants  have  closed 
in  the  past  year.  More  losses  are  coming. 
Tridon  Ltd.  will  this  summer  shift  its 
production  of  windshield  wipers,  turn 
signals,  and  other  products  to  Tennes- 
see, chopping  550  jobs  in  Ontario. 
'anemic  recovery.'  As  the  parts  plants 
close,  the  beleaguered  Canadian  steel  in- 
dustry is  losing  even  more  of  its  custom- 
er base.  Heavy  losses  and  debt  have 
forced  Stelco  Inc.,  Canada's  second-larg- 
est steelmaker,  to  suspend  dividend  pay- 
ments. Dofasco's  Algoma  Steel  Corp. 
unit — which  employs  6,000  in  Sault  Ste. 
Marie — is  hanging  by  a  thread  and  may 
close  unless  Dofasco  can  restructure 
its  debt. 

Continued  plant  and  job  losses  will 
hamper  the  recovery  most  economists 
expect  to  begin  in  the  second  half.  Al- 
ready, 307,000  jobs  have  been  lost,  and 
only  about  half  of  those  are  likely  to  be 
regained.  "We  expect  a  very  anemic  re- 
covery by  historical  standards,"  says 
James  Frank,  chief  economist  for  the 
Conference  Board  of  Canada. 

The  price  will  be  steep.  Small  compa- 
nies are  the  most  likely  to  disappear. 
But  with  corporate  profits  running  at 
half  their  1988  levels,  even  such  big 
players  as  the  Bronfman  family  are  feel- 
ing the  pinch.  On  Mar.  21,  the  debt  of 
four  of  the  top  companies  in  their  Edper 
Enterprises  Ltd.  was  put  on  rating  alert 
by  a  major  Canadian  rating  agency. 

For  all  the  gloom,  Canadian  industry 
still  has  some  strong  players,  which  may 
become  even  more  dominant.  Canada's 
energy  and  mining  industries — restruc- 
tured in  the  1980s — are  blessed  with  im- 
mense natural  resources.  The  big  Cana- 
dian banks  find  themselves  with  much 
healthier  balance  sheets  than  their 
American  counterparts  and  are  even 
eyeing  U.  S.  acquisitions.  And,  ultimate- 
ly, the  shakeout  that's  transforming 
much  of  Canadian  industry  will  yield 
more  companies  capable  of  competing  in 
North  America. 

By  William  C.  Symonds  in  Toronto 


JAPAN  I 


THE  'SHADOW  BAHK  OF  JAPAN' 
STRIKES  AGAIN 


Shigeru  Kita's  currency  trades  are  riling  Tokyo's  financial  community 


For  three  days  in  mid-March,  Shi 
geru  Kita  whipsawed  the  Tokyo 
currency  market  with  $3  billion 
deals,  buying  and  selling  dollars  for  yen. 
In  the  process,  the  65-year-old  president 
of  Hanwa  Co.,  a  steel-trading  house, 
sparked  outrage — and  pocketed  a  swift 
$23  million  profit. 

Kita  is  one  of  the  biggest  remaining 
players  of  zaitech,  the 
financial  games  prac- 
ticed by  cash-rich  com- 
panies during  the  high- 
speed '80s  in  Japan. 
Most  players  have  long 
since  been  scared  off  by 
the  depressed  stock 
market,  the  drop  in  real 
estate  prices,  and  Ja- 
pan's sputtering  econo- 
my. Not  Kita — at  least, 
not  so  far.  "For  me, 
there's  no  beginning  or 
end  to  zaitech,"  he 
says.  Kita's  monthly 
trading,  which  has  gone 
as  high  as  $8  billion, 
now  averages  $5  billion. 
off  guard.  Kita  first 
got  a  taste  of  currency 
trading  when  his  bro- 
kers botched  Hanwa's 
hedging  strategies  in 
19s:;.  Kita  dove  in,  de- 
manding that  his  deal- 
ers call  him  every  15 
minutes  until  11  p.m., 
after  the  New  York 
market  opens.  Their 
preprogrammed  phone 
numbers  included  those 
of  his  golf  club,  favorite 
restaurant,  and  singing 
teacher.  By  last  year, 
only  297'  of  Hanwa's 
pretax  profits  of  $243 
million  came  from  its 
$4.9  billion  steel  busi- 
ness. The  rest  came 
from  zaitech.  His  ability  to  move  curren- 
cy rates  has  earned  him  the  nickname  of 
"shadow  Bank  of  Japan." 

In  his  Mar.  11-13  foray,  Kita  called  in 
eight  employees  from  the  accounting  de- 
partment to  help  his  two  full-time  cur- 
rency dealers.  Using  banks  Hanwa  regu- 
larly trades  through,  they  bucked 
unspoken  market  etiquette  by  simulta- 


HANWA'S 
KITA:  $23 
MILLION  IN 
THREE  DAYS 


neously  placing  huge  orders,  up  to  $300 
million  each.  On  Monday,  they  bought 
the  dollar,  and  on  Tuesday,  they  sold, 
helping  force  it  from  above  138  yen  to 
below  136.  On  Wednesday  morning,  they 
bought  greenbacks  at  around  135,  push- 
ing the  dollar  up  one  yen  within  minutes. 
As  the  one  setting  off  the  market  gyra- 
tions, Kita  was  able  to  cash  in.  But 
caught  off  guard  were 
Japanese  banks,  which 
lost  about  $30  million  as 
a  result  of  his  moves. 
burned.  The  banks  are 
now  giving  Hanwa  the 
cold  shoulder,  quoting  it 
unfavorable  rates  and 
spreading  rumors  that 
Kita  got  a  tongue-lash- 
ing from  the  Finance 
Ministry.  In  fact,  as  a 
trading  company,  Han- 
wa is  outside  the  minis- 
try's jurisdiction.  Kita 
has  no  fear  that  the 
banks  will  cut  Hanwa 
off.  "For  10  years,  they 
have  made  huge  profits 
off  me,"  he  says. 

Hanwa  borrows  big 
to  feed  its  high-risk 
habit:  Debt  runs  as 
much  as  12  times  its  eq- 
uity. Hanwa  has  $5  bil- 
lion in  commercial  pa- 
per outstanding  and 
bank  loans  worth  $11 
billion.  But  it  also  owns 
land  worth  $2.9  billion. 

Expanding  his  hori- 
zons, Kita  is  turning  to 
the  U.  S.  Once  burned 
by  a  misreading  of  the 
market  for  U.  S.  Trea- 
sury bonds,  he  shies 
away  from  fancy  instru- 
ments such  as  futures 
and  options.  But  he  has 
some  $1.5  billion  in  time 
mortgage-backed  securities, 


deposits, 
and  junk  bonds. 

For  now,  Kita  is  lying  low  in  Japan. 
No  more  fireworks,  he  says — at  least 
until  the  new  fiscal  year  begins  in  April. 
After  that,  "I  may  do  it  again,"  he 
chuckles.  To  anyone  who  trades  curren- 
cy, those  are  fighting  words. 

By  Karen  Lowry  Miller  in  Tokyo 


48  BUSINESS  WEEK/APRIL  8.  1991 


INTERNATIONAL  BUSINESS 


Two  world  records  for  size, 


The  world's  largest  flower 
and  the  world's  largest 
glass  tube.  Both  measure 
over  3  feet  in  diameter. 


There's  no  other  flower  in  the  world 
that  measures  up  to  the  Rafflesia 
arnoldii  when  it  comes  to  sheer 
size. 

 This  parasitic  plant  lives  on 

the  roots  of  a  wild  vine  in  the  jungle 
of  Sumatra.  Its  red-speckled  blos- 
som beats  all  records:  it  measures 
over  3  feet  in  diameter  and  tips  the 
scales  at  over  15  lbs. 
 Schott  special  glass  prod- 
ucts also  hold  some  world  records. 
For  example,  the  largest  glass  tube 
ever  made. 

 This  particular  giant  has  a 

39-inch  diameter.  And  it's  just  one 
of  Schott's  2,500  standard  ele- 


ments for  constructing  chemical 
plants.  Made  of  borosilicate  glass, 
it  resists  corrosion  and  can  with- 
stand thermal  shock  -  two  proper- 
ties that  make  it  ideal  for  use  in  the 
chemical  and  pharmaceutical  in- 
dustries. 

 The  world's  largest  glass 

tube,  available  from  Schott  Pro- 
cess Systems  Inc.,  is  just  one 
example  of  how  Schott's  innovative 
development  responds  to  specific 
needs.  In  today's  world,  special 
glass  helps  keep  technology  ad- 
vancing. 

 Schott  worldwide:  50,000 

products,  50  production  facilities, 


represented  in  more  than  100  coun- 
tries, with  over  $1  billion  in  sales. 

 Schott  in  North  America: 

11  companies  employing  more  than 
1,800  people. 

 Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  B  31,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


O  SCHOTT 

Nobody  knows  more  about  glass. 
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Why  refbrmingour  lia 
America  is  to  succee 


Excessive  liability  awards  make  it  tough 
for  u.s.  companies  to  compete. 

We  are  a  compassionate  society.  We  want  to 
compensate  those  who  have  suffered. 

But  when  our  courts  expand  the  traditional 
concepts  of  liability,  causing  defendants  to  pay 
excessive  compensation,  we  add  to  the  costs  we 
all  pay  for  goods  and  services.  We  encourage 
companies  to  stop  research  and  development  on 
new  products.  And  we  even  make  it  harder  for 
American  companies  to  compete  overseas. 

Paying  a  hidden  tax. 

In  reality,  the  American  system  of  liability  has 
become  the  source  of  a  hidden  tax  on  our 
economy— a  tax  that  can  account  for  as  much  as 
50%  of  the  price  paid  for  a  product. 

What's  worse,  it  has  been  estimated  that  this 
hidden  tax  amounts  to  $80  billion  a  year— a  sum 
equal  to  the  combined  profits  of  the  nation's  200 
largest  corporations. 

Our  economic  competitors'  legal  systems  do  not 
encourage  litigation  to  the  extent  we  do.  Consider, 
for  example,  that  there  are  30  times  more  lawsuits 
per  capita  in  the  U.S.  than  in  Japan. 

Is  it  any  wonder  that  America  is  having  a  tough 
time  competing  in  overseas  markets? 

Uncertainty  stifles  enterprise. 

The  unpredictability  of  our  liability  system  is 
also  enormously  costly  to  American  competitiveness. 
For  example,  in  a  recent  survey  of  CEOs,  the 
Conference  Board  found  that  worry  about 
potential  liability  lawsuits  caused  47%  of  firms 
surveyed  to  discontinue  one  or  more  product  lines. 
What's  more,  25%  stopped  certain  product 
research  and  development,  and  39%  decided 


against  coming  out  with  a  new  product. 
Meanwhile,  our  overseas  competitors  continue  to 
research  and  develop  new  products  at  an  ever- 
increasing  pace. 

Are  we  controlling  risks 
or  increasing  them? 

When  we  give  a  drunk  driver  the  right  to  sue 
an  automaker  or  highway  engineer  for  a  million 
dollars  after  a  crash,  are  we  controlling  risk? 

Or  just  encouraging  risky  and  careless 
behavior? 

If  you  are  a  manufacturer,  you  can  be  sued  even 
if  your  product  has  state-of-the-art  safety 
features.  Even  if  your  customer  misused  it  against 
your  instructions.  Even  if  the  risks  of  misuse 
were  obvious. 

When  fear  of  lawsuits  causes  physicians  to  limit 


ty  system  is  essential  if 
i  overseas  markets. 


services  to  patients— or  worse,  to  abandon  their 
practice  altogether-lack  of  adequate  treatment 
means  greater  risks  for  everyone. 

Is  this  controlling  risk  or  increasing  it? 

It's  an  unhealthy  and  dangerous  situation  that 
needs  correcting. 

We  must  reform  our  "deep  pockets" 
approach  to  liability. 

Specifically,  we  need  to  change  our  approach 
and  base  liability  suits  on  fault. 

Our  current  system  often  encourages  the 
frivolous  suing  of  those  with  the  ability  to  pay— in 
other  words,  those  with  "deep  pockets."  But  does 
it  make  sense  to  hold  such  parties  entirely  liable, 
even  if  they  were  only  minimally  at  fault? 

A  MORE  RATIONAL  APPROACH. 

Those  who  suffer  economic  losses  because  of 
another's  negligence  should  be  fairly  reimbursed. 
No  one  could  argue  with  this  principle.  There 
should  also  be  just  compensation  for  pain  and 
suffering  resulting  from  real  and  severe  injuries. 

But  can  we  afford  to  continue  a  system  that 
encourages  litigation  and  financial  judgments 
bearing  little  direct  relationship  to  fault  or  to  the 
actual  cost  of  injuries  suffered? 

Clearly,  a  better  approach  is  needed. 

Congress  has  a  role. 

Legislation  providing  a  uniform  product  liability 
standard  would  allow  American  companies  to 
compete  without  the  burdens  of  excessive  liability 
risks.  And  this  would  unclog  the  courts  and  put 
American  business  in  a  stronger  position  as 
barriers  to  international  trade  and  investment  fall. 

There  is  proposed  legislation  before  Congress 


dealing  with  these  issues.  A  solution  to  the  liability 
crisis  is  vital  to  American  competitiveness,  and 
Congress  can  play  a  role  in  restoring  the  right 
balance. 

So  DO  THE  COURTS. 

When  all  is  said  and  done,  our  courts  are  the 
interpreters  of  our  laws  and  our  values.  It's 
our  values  as  a  society  that  count,  especially  as 
reflected  in  the  courts  and  individual  jury 
decisions. 

Together  our  legislative  and  judicial  branches 
must  recognize  the  damage  being  done  to 
American  competitiveness  from  the  current 
liability  system.  And  help  America  restore  the 
proper  balance. 

Why  is  AIG  running  ads  like  this? 

AIG  (American  International  Group)  is  the 
largest  underwriter  of  commercial  and  industrial 
insurance  in  America,  and  the  leading  U.S. -based 
international  insurance  organization. 

Since  we  deal  every  day  with  issues  affecting  the 
juture  of  the  world  economy,  it's  understandable  that 
we  champion  reform  designed  to  strengthen  the 
competitive  stance  of  American  business  in  global 
markets. 

Perhaps  you'll  want  to  keep  the  ball  rolling  by 
contacting  your  elected  officials-judges  and 
legislators- with  your  own  views. 

Or  if  you  prefer,  write  Mr.  MR.  Greenberg, 
Chairman,  AIG,  70  Pine  Street,  New  York,  NY  10270. 


AIG 


World  leaders  in  insurance 
and  financial  services. 


©  Eastmjn  kudak  Company,  1991 


Adobe  and  Adobe  Type  Manager™  are  trademarks  of  Adobe  Systems  Incorporated  in  the  United  States. 


Don't  make  a  move  with  your  laptop,  unless 
you  have  a  Kodak  Diconix  printer  too. 
What  if  you  need  a  sudden  revision?  A  quick 
letter?  An  instant  overhead? 

just  think  of  all  the  things  you  can  do  if  you  carry 
a  printer  with  your  laptop.  Those  last-minute 
improvements  on  the  presentation.  And  the  letters 
and  reports  that  could  he  on  their  way  right 
now.  Then  there's  the  sheer  convenience  of  being 
able  to  read  what  you  write  before  you  get 
back  to  the  office. 

It's  all  easy  if  you  have  a  Kodak 
m  Diconix  printer.  The  150  plus  for  DOS 
y    computers,  or  the  M 150  plus,  with  Adobe 
Type  Manager™  software,  for  Macintosh 
computers.  They're  easy  to  carry  and  produce 
quality  output  on  plain  paper.  Two  of  the 
world's  smallest,  lightest,  quietest  printers,  neither 

one  takes  up  much  room  in  your 
I T  y        saddle  bags.  For  the  name  of  your 
m  H        nearest  dealer  in  the  U.S.  or 
WMi        Canada,  call  1  800  344-0006, 
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GULF  POLITICS  HAVE  BUSH 
TREADING  SOFTLY  IN  IRAQ 

E 


ver  since  Iraq's  Aug.  2  invasion  of  Kuwait,  President 
Bush  has  been  denouncing  Saddam  Hussein  as  a  brutal 
"Hitler"  and  beating  the  drums  for  his  overthrow.  But 
now,  with  insurrection  raging  in  Iraq,  Bush  is  suddenly 
sacking  off.  Although  the  U.  S.  military  controls  Iraq's  air- 
space, Bush  is  allowing  Saddam  to  use  helicopter  gunships 
freely  to  put  down  rebellions  by  Kurds  in  the  north  and  by 
Shiite  Muslims  in  the  south.  And  Saddam  seems  to  be  regain- 
ing his  grip  on  power. 

What  has  turned  Bush  cautious  is  the  politics  of  the  U.  S.- 
led  gulf  alliance — especially  the  worries  of  Saudi  Arabia  and 
sther  gulf  monarchies  that  the 
insurrections  could  break  up 
Iraq.  Such  a  split,  they  fear, 
would  open  southern  Iraq  to  Ira- 
nian influence  and  unleash  a  new 
wave  of  militant  Shiite  funda- 
mentalism in  the  gulf.  The  Sovi- 
3ts  are  equally  concerned  that 
the  U.  S.  not  foment  the  over- 
throw of  the  Baghdad  regime, 
because  they  fear  turmoil  in  a 
nearby  client  state.  Bush  needs 
the  support  of  the  Soviets,  who 
have  a  veto  in  the  United  Na- 
tions Security  Council,  to  push 
through  a  20-page  resolution 
spelling  out  cease-fire  terms  in  the  gulf. 
horse-trading.  Up  to  now,  Bush  has  largely  called  the  tune  in 
the  anti-Iraq  alliance  because  the  U.  S.  supplies  most  of  the 
coalition's  military  firepower.  But  the  U.  S.  will  now  have  to 
engage  in  more  diplomatic  horse-trading  to  achieve  its  objec- 
tives of  nailing  down  the  cease-fire  and  pushing  for  a  broader 
settlement  of  Mideast  conflicts.  One  victim  seems  likely  to  be 
the  Kurds,  who  may  face  vicious  punishment  from  Baghdad 
for  their  uprising. 

If  Saddam  clings  to  power,  it  will  be  more  difficult  to  parlay 
the  gulf  victory  into  long-term  stability  in  the  region.  For  that 


IRAQI  REFUGEES:  FAMINE  AND  EPIDEMICS  LOOM 


reason,  the  U.  S.  has  been  working  in  the  Security  Council  to 
impose  tough,  even  humiliating,  conditions  on  Iraq  in  return 
for  a  permanent  cease-fire.  Among  them  are  the  destruction 
under  international  supervision  of  all  nuclear,  chemical,  biolog- 
ical, and  ballistic-missile  systems  and  related  research  facili- 
ties. Some  U.  S.  officials  think  such  harsh  terms  may  inspire 
Iraq's  military  leaders  to  try  a  coup  against  Saddam,  while 
keeping  their  nation  intact. 

But  that  may  be  wishful  thinking.  The  uprisings  may  actual- 
ly be  protecting  Saddam  from  the  military's  anger,  since  all 
forces  are  concentrating  on  ending  the  uprisings.  Once  the 

domestic  rebellions  started,  says 
Christine  M.  Helms,  a  Washing- 
ton-based specialist  on  Iraq,  "the 
military  was  sidetracked  into  try- 
ing to  maintain  territorial  integri- 
ty." Some  analysts  even  think 
Saddam  could  emerge  strength- 
ened from  the  insurrection.  "The 
Iraqis  who  are  maddest  at  him 
are  the  ones  being  liquidated  to- 
day," says  Yahya  M.  Sadowski 
of  the  Brookings  Institution. 
"With  them  out  of  the  way,"  he 
adds,  Iraq  "could  be  quiet  for  a 
generation." 
As  Desert  Storm  recedes  into 
the  past,  the  plight  of  Iraqis  may  make  it  harder  for  Washing- 
ton to  hold  together  the  international  consensus  for  a  contin- 
ued squeeze  on  Saddam.  On  Mar.  22,  the  Security  Council 
agreed  to  allow  food,  medicines,  fuel,  and  other  essentials  into 
Iraq  after  a  U.  N.  mission  had  reported  that  Iraq  was  on  the 
verge  of  famine  and  epidemics.  While  few  observers  think  that 
Saddam  will  be  able  to  rebuild  his  military  anytime  soon,  it's 
becoming  clear  that  even  after  the  war,  Iraq  remains  a  major 
trouble  spot  for  Bush. 

By  Bill  Javetski  in  Washington  and  Stanley  Reed  in  New  York, 
with  John  Rossant  in  Rome  and  Ruth  Pearson  at  the  U.  N. 


GLOBAL  WRAPUPI 


FRANCE 


While  President  Francois  Mitter- 
rand basks  in  public  approval  of 
France's  role  in  the  gulf  victory,  Prime 
Minister  Michel  Rocard  must  deal  with 
the  war's  costliest  consequence:  rising 
unemployment.  War  jitters,  added  to 
an  economic  slowdown,  caused  hiring 
freezes  and  layoffs  of  temporary  work- 
ers. The  result  was  a  jump  in  jobless- 
ness to  9.2%  in  February,  up  from  7.4% 
the  previous  month.  The  rise  is  the  big- 
gest since  1984,  when  companies  start- 
ed vast  restructuring  programs. 

During  the  boom  years  that  started 
in  1988,  France  created  800,000  jobs. 
However,  employers  and  unions  com- 


plain that  basic  structural  problems 
persist.  Among  deterrents  to  new  hir- 
ing are  Europe's  highest  levels  of  cor- 
porate taxation  and  social  charges. 

To  stem  layoffs,  the  government  has 
started  bailing  out  faltering  companies. 
But  unions  say  they  will  make  employ- 
ment the  key  issue  in  contract  bargain- 
ing this  year.  Mitterrand  and  Rocard 
need  to  act  swiftly  to  prevent  unem- 
ployment from  rocking  an  otherwise 
successful  Socialist  government. 

BRITAIN  

The  political  honeymoon  is  over  for 
Prime  Minister  John  Major.  His  de- 
cision to  scrap  Margaret  Thatcher's 
controversial  poll  tax,  approved  by  Par- 


liament on  Mar.  27,  has  touched  off  a 
free-for-all  in  the  Tory  Party  and  an 
unexpected  backlash  among  voters. 
The  new  tax  plan,  which  combines  a 
head  tax  and  property  levies,  is  just  as 
bad  as  the  old  Thatcher  scheme,  voters 
believe.  The  Conservatives  are  now 
narrowly  trailing  Labor  in  the  polls. 

Among  Tories,  the  tax  flip-flop  has 
left  Major  tarred  as  indecisive  and 
wimpish.  Former  Chancellor  of  the  Ex- 
chequer Nigel  Lawson  derides  the  new 
levy  as  "son  of  poll  tax."  Thatcherite 
populists  also  complain  the  new  plan 
shifts  power  from  local  authorities  to 
the  central  government.  With  the  tur- 
moil, Major  strategists  are  backing 
away  from  plans  for  a  June  election. 
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THE  GREENING 

OF  DETROIT 

A  PUSH  IS  ON  TO  MAKE  CARS  MORE  ENVIRONMENTALLY  FRIENDLY 


The  scene  is  Warren,  Mich.,  spring 
of  1989,  at  a  road  rally  that  Gener- 
al Motors  Corp.  is  sponsoring  for 
methanol-powered  cars.  Throngs  of 
keyed-up  college  students  are  milling 
around,  poking  at  the  motors  of  15 
gleaming  Chevys.  Among  the  GM  execu- 
tives on  hand  is  a  tall  fellow  in  thick 
trifocals,  who  pumps  the  collegians  for 
details  on  how  they  converted  gasoline 
engines  to  methanol.  He  is  Robert  C. 


Stempel,  soon  to  be  GM's  chairman.  One 
day,  he  tells  the  students,  vast  numbers 
of  vehicles  will  run  on  a  fuel  other  than 
gasoline:  "We  need  to  be  ready." 

Sooner  than  he  thought.  Less  than 
two  years  later,  a  new  age  is  dawning  in 
the  auto  industry.  Clean-air  rules  being 
imposed  by  the  U.  S.  government,  a 
growing  number  of  states,  and  the  Euro- 
pean Commission  will  compel  auto  mak- 
ers to  nearly  stamp  out  harmful  exhaust 


emissions.  They'll  spend  billions  to  do  it, 
starting  now.  The  immediate  goals  are 
to  revamp  internal-combustion  engines 
and  their  pollution-control  gear,  even  as 
oil  companies  develop  cleaner-burning 
gasoline.  Then,  within  a  decade,  less-pol- 
luting alternative  cars  are  likely  to  hit 
the  road,  powered  by  natural  gas,  elec- 
tricity, and  maybe  even  hydrogen.  In 
fact,  the  first  models  of  GM's  Impact 
electric  car  may  be  out  by  1993  (page 
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VWS  JETTA:  A  MULTIFUEL  VERSION 


8).  And  by  1996,  the  Bush  Administra- 
ion's  proposed  energy  plan  would  force 
leet  owners  to  start  phasing  in  alterna- 
te fuels  for  their  4  million  vehicles. 

Meeting  all  the  new  regulations  may 
ie  even  more  wrenching  for  carmakers 
han  the  triple  whammy  of  the  oil  crisis, 
nvironmental  regulation,  and  influx  of 
apanese  cars  that  swamped  Detroit  in 
he  1970s.  And  the  timing  couldn't  be 
rorse.  The  Big  Three  lost  $2.1  billion  in 
he  last  quarter  of  1990 — and  they  could 
ase  up  to  $3  billion  in  1991's  first  quar- 
er.  Already  burdened  with  making  cars 
afer  in  accidents,  Detroit  is  furious  at 
.lso  having  to  spend  billions  on  cutting 
'missions.  "The  regulators  have  run 
imok,"  growls  Stempel. 

They  probably  aren't  through  yet.  Eu- 
ope  is  proposing  large  increases  in  aver- 
ige  mileage  for  new  cars.  In  Germany,  a 
Iraft  government  regulation  calls  for  a 
10%  mileage  increase,  to  47  miles  per 
gallon,  by  2005;  carmakers  hope  a  25% 
ncrease  they've  suggested  will  do.  In 
he  U.  S.  last  year,  the  Senate  narrowly 
lefeated  a  move  to  boost  the  current 
!7.5-mpg  average  to  40  mpg  by  2001. 
With  auto  makers  sweating  for  tenth-of- 
i-mile  gains,  Chrysler  Corp.  Chairman 


Lee  A.  Iacocca  calls  the  whole  idea  "cra- 
zy." Still,  Senator  Richard  H.  Bryan  (D- 
Nev.)  has  reintroduced  the  bill  and  prom- 
ises that  the  vote  "is  going  to  be  close." 
So  on  Mar.  21,  Stempel,  Iacocca,  and 
Ford  Motor  Co.  Chairman  Harold  A.  Pol- 
ing lobbied  George  Bush  to  head  off 
changes  they  call  financially  ruinous. 
era  of  limits.  That's  because  Detroit's 
quickest-selling,  highest-profit  models 
have  remained  gas-gulping  big  cars, 
pickups,  and  vans.  Gas-sippers,  by  con- 
trast, have  been  loss-leaders,  peddled 
cheap  to  keep  unit  sales  high  and,  thus, 
mileage  ratings  up.  Auto  fuel  economy 
has  doubled  since  the  early  1970s,  and 
the  easy  gains  have  been  made,  the  com- 
panies say.  Raising  mileage  targets 
more  would  have  "the  American  public 
driving  around  in  cars  the  size  of  a  com- 
bination washer-dryer,"  gripes  Chrysler 
President  Robert  P.  Lutz.  Even  so, 
Chrysler  aims  to  boost  its  rating  nearly 
2  mpg,  to  29  mpg,  by  1996.  It  fears  a 
compromise  will  force  up  mileage  at 
least  a  bit,  despite  all  the  opposition. 

Indeed,  public  sentiment  may  be 
changing  in  favor  of  a  greener  Detroit. 
The  war  on  Iraq  dramatized  once  again 
the  costs  of  relying  too  much  on  import- 


ed fuel.  Moreover,  environmentally  con- 
scious voters  are  concerned  with  more 
than  just  reducing  ozone,  the  goal  of 
last  year's  federal  Clean  Air  Act.  Polls 
show  growing  concern  over  global 
warming,  to  which  carbon  dioxide  is  an 
important  contributor.  Some  207'  of  all 
CO2  emissions  in  the  U.  S.  come  from 
cars,  and  raising  mileage  is  the  best  way 
to  cut  auto  emissions  of  this  otherwise 
harmless  compound.  By  fits  and  starts, 
then,  the  U.  S.  may  be  headed  for  a  new 
era  of  limitations  that  could  sound  the 
death  knell  for  that  most  profligate  of 
American  institutions,  the  gas-guzzler. 

You've  heard  it  all  before,  right?  Such 
talk  started  after  the  1973  oil  crisis,  and 
two  decades  later,  oil  consumption  is  ris- 
ing, while  cars  and  trucks  gulp  nearly 
half  the  oil  the  U.  S.  burns.  But  this 
time,  incentives  could  give  green  cars  a 
real  boost.  The  key  one  is  that  auto  mak- 
ers are  "looking  down  the  gun  barrel  of 
the  law,"  says  David  E.  Cole,  director  of 
the  University  of  Michigan's  Center  for 
the  Study  of  Automotive  Transportation. 
The  gun  was  loaded  last  September  with 
new  air-quality  regulations  imposed  by 
smog-choked  California,  where  2.2  mil- 
lion vehicles  a  year  are  sold,  117  of  the 
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U.  S.  total.  Over  the  next  dozen  years. 
California  will  clamp  down  on  tailpipe 
emissions,  perhaps  forcing  some  vehicles 
to  switch  to  alternative  fuels  by  1996. 

Then,  in  1998,  the  state  will  require  27' 
of  the  cars  each  auto  maker  sells  there 
to  emit  no  exhaust  at  all.  This  will  rise 
to  10';  of  unit  sales,  or  about  200.000 
vehicles  annually,  by  the  year  2003.  Mas- 
sachusetts and  New  York  are  adopting 
California*s  standards,  though  it  isn*t 
clear  if  they  will  also  go  for  zero  emis- 
sions. New  Jersey  and  Maryland  are  ex- 
pected to  follow.  Europe  is.  too:  "We 
may  need  electric  cars  in  some  cities 
even  earlier  than  in  California."  says 
Wolfgang  Reitzle.  BMW's  research  chief. 
Auto  makers  have  to  plan  now  for  these 
contingencies,  since  it  takes  four  or 
more  years  to  develop  a  new  car.  So 
despite  the  industry's  trepidation,  "we're 
gonna  go  for  it."  says  GM's  Stempel. 
heavy  COSTS.  Greener  cars  will  cost  a 
bundle.  Oil  companies  say  just  making 
cleaner-burning  gas  may  require  a  820 
billion  to  $40  billion  investment  in  up- 
graded refineries,  raising  pump  prices 
by  up  to  20<t  per  gallon  (page  60).  And 
the  added  research  and  development  ex- 
pense of  making  cars  pollute  less  may 
be  enough  to  shake  out  weak  players, 
since  even  healthy  ones  are  feeling  the 
strain.  BMW  is  spending  one-third  of  its 
§845  million  annual  research  budget  on 
meeting  new  clean-air  regulations,  in- 
cluding alternative  cars.  Eventually. 


THREE  WAYS 
TO  GO 

The  alternative  cars 
highlighted  on  these 
pages  all  have  pluses 
or  minuses  compared 
with  gasoline- 
powered  cars.  Here's 
how  they  compare. 


auto  makers  argue  can  be 
made  to  meet  most  air- 
quality  standards.  The  pri- 
mary change  is  to  vastly 
improve  catalytic  convert- 
ers. Using  current  ones, 
cars  spew  out  untreated 
pollutants  during  the  first 
80  seconds  after  startup, 
before  the  converter  heats 
up  to  500F  and  kicks  in.  So 
future  converters  will  heat 
up  electrically  before  a  car  starts.  That 
way.  they'll  eliminate  99' i  of  pollution, 
vs.  95''  now.  Mercedes-Benz  plans  to  be 
out  first — on  its  1994  models — with  pre- 
heated converters  that  will  last  the 
Clean  Air  Act  minimum  of  100,000  miles. 

Carmakers  also  are  refining  onboard 
computers  for  more  precise  spark  timing 
and  fuel  injection,  so  gasoline  burns 
more  completely  and  fewer  hydrocar- 


GASOLINE 

Price 

$1 1 ,500  for  compact 
sedan  that  averages 
32  mpg  and  should 
last  11 0,000  miles 
Fuel  cost 
$1.15/gallon 
Operating  cost 
34<t/mile 
Range 

400  miles/tank 
Emissions 

CO,  C02,  and  ozone - 
forming  nitrogen 
oxides  (NOx)  and 
unburnt  hydrocarbons 


DATA:  INSTITUTE  Of  TRANSPORTATION  STUDIES, 
UNIVERSITY  OF  CALIFORNIA.  DAVIS; 
ENVIRONMENTAL  PROTECTION  AGENCY; 
ENERGY  DEFT;  CAR  COMPANIES;  BW 


signing  its  new  LH  family 
sedan,  due  out  in  1992, 
with  an  extra-big  gas 
tank  and  a  sensor  system 
so  it  can  run  on  metha- 
nol, ethanol,  gasoline,  or 
a  blend  of  the  three.  GM 
and  Ford  and  foreign 
makers  such  as  Volks- 
wagen have  flexible-fuel 
vehicles  coming,  too.  But 
this  all  falls  short  if  the 
goal  is  zero  emissions.  So 
the  world's  major  auto 
makers  have  electric  cars 
planned  for  the  1990s. 
Honda  will  even  test  a  bat- 
tery-powered motorcycle  in 
Japan  this  vear.  Bv  the  late 
1990s.  Mazda  Motor  Corp. 
says,  it  may  commercialize 
a  limited-production,  hydro- 
gen-powered car,  the  ulti- 
mate cleanmobile,  whose 
main  emission  is  water  va- 
por. That  would  match  or 
surpass  BMW  and  Mercedes-Benz,  the 
leaders  in  hydrogen  research. 

This  new  generation  of  alternative  ve- 
hicles won't  be  the  glorified  golf  carts 
envisioned  in  the  1970s.  GM's  Impact  pro- 
totype zips  to  60  mph  in  just  eight  sec- 
onds and  can  hit  100  mph.  Alternative 
cars  also  will  have  power-hungry  ameni- 
ties, such  as  air-conditioning  and  sound 
systems.  Mazda  is  developing  technol- 


ELECTRIC 


Operating  cost: 

25<t  -  36$  per  mile 

Driving  range: 

50-1 20  miles/charge 

Fuel  cost: 
$1 .50  per  gallon* 

Emissions: 

Zero  (from  v 

Changes  requi 

New  motor,  drivetri 
battery  system 


Batteries 


such  spending  may  exceed  what  "any 
one  manufactui-er  can  afford,"  predicts 
gm  President  Lloyd  E.  Reuss.  That's 
why  GM.  Ford,  and  Chrysler  have 
formed  a  joint  venture — with  Washing- 
ton putting  up  half  tl  e  8100  million  an- 
nual budget — to  develop  longer-lasting 
electric-car  batteries. 

In  the  meantime,  the  priority  is  im- 
proving conventional  engines,  which 


bons  escape.  Most  producers  are  still  ek- 
ing out  mileage  gains,  too.  Honda  Motor 
Co.  says  its  redesigned  1992  Civic  Hatch- 
back vx  will  get  65  mpg  on  the  highway, 
a  25''  increase.  And  Germany's  Audi 
plans  a  sedan  made  of  aluminum — a 
weight-cutting  measure  only  tried  before 
in  exotic  sports  cars. 

Such  moves  aren't  likely  to  head  off 
alternative  cars,  however.  Chrvsler  is  de- 


ogies  to  help  make  this  possible.  This 
summer,  it  will  introduce  solar-powered 
ventilators  that  cool  parked  cars.  That 
should  cut  the  energy  needed  for  air- 
conditioning  once  the  driver  returns. 

Moreover,  each  alternative  technology- 
has  advantages  over  gasoline.  Xatural- 
gas  engines  and  electric  motors  should 
last  longer  and  be  easier  to  maintain 
than  gasoline  models.  And  electric  cars 
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COMPRESSED  NATURAL  GAS 


ALUMINUM  FUEL  CYLINDERS 


Price 

$12, 100-$  12,600 
Fuel  cost 

90<t-$l  for  energy  equal 
to  gallon  of  gasoline 
Operating  cost 
33<t-37<t/mile 
Range 

1 50  miles/refill   

Emissions  Km 
80%  less  CO  and 
ozone-causin 
pollutants,  sa 
Changes  required 
Aluminum  tanks  to  hold  gas  < 
pressure  regulator,  new  fuel  I 


tenance  costs 


Disadvantages 

Bulky  fuel  tanks,  leaks 
contribute  to  global  warming 


nd  trucks  don't  need  expensive  and 
jmplex  systems  such  as  fuel-injection 
nd  catalytic  converters. 
For  every  plus,  however,  there  is  still 
problem  to  solve.  In  Italy,  Fiat's  Elet- 
•a,  the  only  electric  on  the  market  from 
major  carmaker,  goes  for  $22,000, 
lore  than  twice  the  price  of  the  Panda, 
s  gasoline-powered  twin.  And  alterna- 
ve  fuels  aren't  readily  available.  Only  a 
"action  of  the  111,600  U.  S.  service  sta- 
ons  dispense  anything  but  gasoline  and 
iesel.  Worse,  alternative  vehicles  don't 
et  have  the  minimum  250-mile  driving 
inge  that  experts  say  consumers  want. 
.  trunkful  of  natural-gas  tanks  power  a 
jnventional  car  about  100  miles.  And 
ic  poky  Elettra  goes  just  45  miles  per 
harge.  "I'd  prefer  a  horse,"  gripes  a 
lilan  utility  official  who  drives  one. 
For  auto  makers,  these  problems  are 
ampounded  by  the  issue  of  which  alter- 
ative to  build.  "We've  got  to  make 
»me  major  decisions,  [and]  I  don't  think 
'e're  going  to  have  the  lead  time  we 
eed,"  worries  Kelly  Brown,  a  top  Ford 


emissions  engineer.  For  instance,  GM  and 
Ford  have  models  ready  for  production 
that  can  run  on  methanol,  which  is  usu- 
ally extracted  from  natural  gas.  But 
methanol,  like  gasoline,  leads  to  smog. 
Ethanol,  by  contrast,  comes  from  grain 
and  burns  more  cleanly.  But  growing 
grain  takes  lots  of  energy,  so  ethanol 
ends  up  costing  more  than  gasoline.  Op- 
timists dream  of  commercializing  experi- 
mental solar-powered  cars  such  as  Toyo- 
ta's futuristic  RaRa.  But  the  best 
models  to  date  are  flimsy  and  generate 
about  enough  power  to  run  a  hair  dryer. 
naturalists.  Taking  all  these  problems 
into  account,  auto  companies  have  decid- 
ed, for  now,  to  put  the  most  resources 
into  natural  gas  and  electricity.  The  first 
switch  of  any  consequence  may  be  to 
compressed  natural  gas  (CNG).  It  burns 
more  cleanly  than  gasoline,  and  North 
America  has  a  surplus  of  gas.  The  U.  S. 
Energy  Dept.  estimates  that  existing 
pipelines  could  supply  enough  to  replace 
1  million  barrels  per  day  of  gasoline  and 
diesel  fuel  and  run  8  million  vehicles.  A 


$3  billion  investment  would  add  enough 
pipeline  capacity  to  fuel  twice  that  num- 
ber— and  equip  16,000  gas  stations  with 
refueling  compressors. 

Adapting  vehicles  to  natural  gas  is 
reasonably  easy.  It  costs  about  $2,500  to 
equip  a  gasoline  engine  with  pressure 
regulators  and  fuel-metering  systems 
and  to  add  aluminum  tanks  to  hold  gas 
under  pressure.  And  such  retrofits  can 
still  run  on  gasoline.  The  switch  makes 
sense  for  fleet  operators  such  as  Federal 
Express  Corp.  and  United  Parcel  Service 
Inc.,  which  says  it  eventually  may  con- 
vert up  to  10%  of  its  75,000-vehicle  fleet 
to  natural  gas,  since  such  vehicles  can 
be  fueled  at  a  central  pump  at  night. 
That's  crucial,  because  high-pressure 
compressors  cost  $250,000  each.  Most 
large  fleet  operators  are  preparing  to 
switch  some  vehicles  to  CNG,  even  if 
Congress  kills  the  Bush  energy  plan: 
The  Clean  Air  Act  imposes  extra-tough 
tail  pipe  standards  on  fleets  in  the  22 
most  polluted  U.  S.  cities. 

Going  beyond  fleet  use  is  harder.  To- 
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IS  AMERICA  FINALLY  READY 
FOR  THE  §ASLESS  CARRIAGE? 


If  you  think  electric  cars  are  a  far- 
out  dream,  think  again.  The  Impact, 
a  two-seater  from  General  Motors 
Corp.,  may  hit  the  road  in  1993.  If  it 
sells  big,  it's  going  to  change  driving — 
and  walking,  too.  Look  sharp  at  a 
crosswalk,  because  you  won't  hear  an 
electric  car  coming. 

GM  won't  let  outsiders  drive  the  Im- 
pact, but  it  should  be  like  watching  TV 
with  the  sound  off.  At  a  stop,  no  juice 
flows  to  the  twin  front  motors,  which 
saves  energy  and  makes  the  car  silent. 
When  you  start  off — by  pushing  a  but- 
ton on  the  dash  marked  "F"  for  for- 
ward or  "R"  for  reverse — the  car  is 
still  nearly  noiseless.  On  the  highway, 
there's  no  sound  from  the  tailpipe:  The 
Impact  doesn't  have  one.  Even  at  75 
mph,  you'll  hear  only  the  thrum  of 
tires,  the  rush  of  wind,  and  the  subtle 
whir  of  the  front-wheel  motors.  As 


THE  IMPACT:  60  MPH  IN  8  SECONDS— BUT  ONLY  120  MILES  TO  A  CHARGE 


there's  no  gear-shifting,  either,  the  mo- 
tors spin  at  a  dizzying  11,900  rpm — vs. 
about  4,000  rpm  for  ordinary  engines. 

The  car  is  a  leap  forward  in  making 
electric  cars  palatable.  It  looks  great, 
for  one  thing.  John  Schinella,  formerly 
the  chief  stylist  at  GM's  Advanced  Con- 
cept Center  in  Newbury  Park,  Calif., 
and  now  a  top  GM  designer  in  Michi- 
gan, gave  the  Impact  a  teardrop  shape 
and  low,  sleek  lines.  This  isn't  just  for 
looks.  The  sloped  front  end,  along  with 
the  skirts  that  half  cover  the  rear 
wheels,  give  the  car  a  drag  coefficient 
of  0.19 — 34?<  better  than  the  slipperiest 
conventional  car.  The  rounded  wind- 
shield extends  far  ahead  of  the  driver, 
while  the  rear  window  spans  a  spa- 
cious cargo  area.  \  high  center  hump 
that  runs  the  length  of  the  car  houses 
32  10-volt  lead-acid  batteries.  There  is 
even  air-conditioning  and  a  sound  sys- 
tem. Oddly,  though,  the  windows  crank 


down  by  hand — to  conserve  power. 

Mash  the  pedal  to  the  floor,  and  the 
Impact  jumps  instantly — unlike  gas- 
powered  cars,  which  hesitate  briefly 
while  their  engines  and  transmissions 
kick  in.  It  will  go  from  0  to  60  mph  in  8 
seconds — 1.5  seconds  faster  than  Maz- 
da Motor  Corp.'s  Miata.  Thanks  to  an 
aluminum  body  and  parts,  the  Impact 
weighs  just  2,200  pounds,  including  870 
pounds  of  batteries,  but  it  still  meets 
U.  S.  safety  standards.  Its  top  speed  is 
100  mph,  though  GM  will  limit  that  to 
75  with  a  governor.  Take  your  foot  off 
the  accelerator,  and  the  Impact  slows 
quickly:  Its  motors  automatically  be- 
come generators,  creating  drag  and 
slowing  the  car — while  cranking  out 
juice  to  help  recharge  its  batteries. 

Plenty  of  problems  must  be  solved 
before  the  Impact  becomes  more  than 
a  curiosity.  Under  ideal  conditions,  it 
goes  only  120 
miles  per  charge. 
In  stop-and-go 
traffic  or  with 
the  air  condition- 
er on,  that  goes 
way  down.  The 
car  has  a  charger 
that  plugs  into 
a  standard  wall 
outlet — but  it  can 
take  up  to  eight 
hours  to  replen- 
ish the  batteries. 
The  other  hurdle 
Auto  magazines  pro- 
$30,000  price,  though 


is  sticker  shock: 
ject  a  $20,000  to 
GM  says  it  hasn't  decided. 

Will  anyone  pay  that  much?  Skeptics 
point  to  the  forgettable  Electrovette,  a 
version  of  the  Chevrolet  Chevette  that 
GM  announced  in  1979.  GM  predicted 
then  that  electric  buggies  would  be 
10%  of  its  production  by  1990.  Soon, 
plunging  gasoline  prices  doused  con- 
sumer interest,  and  the  car  was  never 
built.  This  time,  GM  is  being  conserva- 
tive. It  will  build  the  Impact  in  a  small 
factory  in  Lansing,  Mich.,  home  of  the 
discontinued  Buick  Reatta.  The  plant 
can  build  only  25,000  cars  a  year. 

Still,  "we're  just  crazy  enough  to 
think  there  are  people  out  there  who 
will  like  these  things,"  says  GM  Chair- 
man Robert  C.  Stempel.  Given  GM's 
modest  expectations  and  the  allure  of 
its  car,  this  time  he  may  be  right. 

By  Da  vid  Woodruff  in  Detroit 


day,  there  are  only  308  CNG  pumps  in  the 
U.  S.,  just  a  handful  of  them  open  to  the 
public.  Home  fill-up  units — which  fuel 
one  car  overnight — cost  $2,500  apiece, 
though  the  price  will  drop  if  sales  pick 
up.  Boosting  driving  range  will  require 
new  car  designs  to  incorporate  the  bulky 
fuel  tanks  without  eating  up  cargo 
space.  Moreover,  vehicles  that  can  meet 
tougher  emissions  rules  and  still  be  pep- 
py will  require  high-compression  en- 
gines, complete  with  special  catalytic 
converters,  that  burn  CNG  only.  Such  en- 
gines are  only  now  being  developed. 
Brock  J.  Austin,  general  counsel  of  GE 
Capital  Fleet  Services,  a  big  fleet  opera- 
tor in  Eden  Prairie,  Minn.,  sees  a  con- 
sumer market  for  CNG  vehicles — but 
only  after  the  year  2000.  "Once  the 
fleets  solve  the  technological  and  logisti- 
cal problems,  the  consumer  market  will 
start  to  open  up." 

surplus  juice.  By  then,  a  market  may 
have  developed  for  the  next  most  practi- 
cal option — electric  cars.  A  report  by 
Congress'  Office  of  Technology  Assess- 
ment says  that  the  U.  S.  already  has 
enough  electric-generating  capacity  to 
run  "several  tens  of  millions"  of  these  if 
they  are  recharged  at  night,  when  other 
demand  is  low.  They  wouldn't  use  much 
energy:  GM's  Impact  needs  as  much  pow 
er  as  a  TV  uses  in  six  hours. 

They  wouldn't  pollute  the  air,  either, 
though  the  plants  that  generate  their 
electricity  would.  So  switching  to  elec- 
trics would  help  eliminate  smog  in  such 
cities  as  Los  Angeles,  where  80%  of  the 
electric  power  is  generated  outside  the 
L.  A.  basin,  and  in  Japan,  Canada,  and 
parts  of  Europe,  where  nuclear  and  hy- 
dropower  are  plentiful.  Electric  cars 
might  even  make  sense  in  the  North- 
eastern U.  S.,  if  electric  utilities  keep 
switching  from  oil  and  coal  to  natural 
gas.  Today,  electrics  there  would  pro- 
duce as  much  pollution  as  gasoline  cars. 

Batteries  are  the  bugaboo.  Current 
lead-acid  battery  packs  are  heavy,  cost 
about  $1,500,  and  must  be  replaced  ev- 
ery 20,000  miles.  For  more  wallop,  ABB 
Asea  Brown  Boveri  (Holding)  Ltd.,  the 
Swedish-Swiss  power-equipment  giant, 
and  Britain's  Chloride  Silent  Power  Ltd., 
are  both  gearing  up  pilot  production  of 
sodium-sulfur  batteries.  Such  batteries 
use  electrodes  of  molten  sodium  and  sul- 
fur, which  are  lighter  and  can  hold  up  to 
three  times  as  much  energy  in  the  same 
space  as  lead.  Tests  indicate  that  such 
batteries  might  last  about  100,000  miles, 
and  ABB  says  its  version  may  be  pro- 
duced by  1994,  though  some  carmakers 
are  skeptical.  Detroit's  battery  consor- 
tium hopes  to  come  up  with  a  workable 
sodium-sulfur  battery  first — while  also 
working  on  such  approaches  as  lithium- 
polymer  and  lithium-metal  sulfide,  which 
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)uld  be  ready  in  three  to  five  years. 
Without  better  batteries,  electric  cars 
on't  be  an  easy  sell.  Operating  costs 
ren't  a  big  problem:  GM  figures  the  Im- 
act  costs  the  equivalent  of  $1.50-per- 
allon  gasoline  to  operate,  not  too  far 
bove  current  U.  S.  prices.  In  Europe 
rid  Japan,  electricity  rates  are  higher, 
ut  driving  the  Impact  would  still  be  a 
argain,  vs.  the  $3-plus  price  for  a  gallon 
f  gas.  Trouble  is,  the  car  goes  120  miles 
t  most  on  a  charge.  And  replacing  the 
atteries  is  like  buying  two  years'  worth 
f  gas  up  front.  To  ease  the  shock,  GM  is 
msidering  leasing  the  batteries  and  re- 
veling them  after  they  wear  out.  Anoth- 
-•  draw  hack:  A  full  charge  takes  eight 
ours.  Fast  chargers  can  do  an  80% 
large  in  two  hours,  but  even  that  isn't 
ractical  for  long  trips. 
There  is  a  possible  solution  to  this. 
M's  HX-3  electric  van  prototype  uses  a 
asoline-powered  40-kilowatt  generator 
)  recharge  its  own  batteries.  A  10-gal- 
>n  fuel  tank  gives  it  a  range  of  about 
DO  miles  between  fill-ups;  flip  a  switch 
n  short  trips,  and  the  van  runs  on  bat- 
iries.  But  the  HX-3  won't  be  practical 
nless  cheaper  components  can  be  devel- 
ped.  Adding  batteries  and  electric  mo- 
)rs  to  the  engine  and  other  parapherna- 
a  of  a  gas-burner  makes  it  too  costly. 
If  it's  all  going  to  ^ 
e  this  complicat- 


CLEAN  CARS  IN 
13  YEARS? 


SEPTEMBER  The  Air  Resources  Board  in  Cali- 
fornia, where  2.2  million  cars  and  trucks  are 
sold  annually,  imposes  air  quality  standards 
that  will  dramatically  cut  auto  emissions  in 
the  1990s 

OCTOBER  Congress  passes  a  new  Clean  Air 
Act  to  bring  100  cities  with  badly  polluted 
air  into  compliance  with  federal  ozone  stan- 
dards v 
DECEMBER  The  Massachusetts  legislature 
votes  to  adopt  California's  tough  stan- 
dards. New  York  has  done  likewise;  6  other 
Northeastern  states  are  expected  to  follow 


The  Clean  Air  Act  requires  oil  companies  to 
start  reformulating  gas  so  it  burns  cleaner 
and  pollution  by  evaporation  is  reduced 


d,  why  bother? 
'or  one 
ning,  the  Big 
'hree  are 
>oking  beyond 
lalifornia  to 
lurope,  where 
hey  now  have 
early  25%  of  the 
larket.  In  Decem- 
er,  the  European 
lommission  adopted 
tricter  emissions  stan- 
ards  that  start  bringing  Europe  close 
o  the  tightening  U.  S.  rules.  Auto  mak- 
rs  fear  that  cities  in  environmentally 
ware  Switzerland,  Germany,  and  the 
Jetherlands  may  ban  gasoline-powered 
ehjcles  in  city  centers.  And  overseas 
rivers  are  used  to  small  cars.  So  alter- 
ative cars  could  catch  on  in  a  hurry 
/ith  an  advance  or  two  in  technology. 

In  the  U.  S.,  there's  another  incentive, 
federal  laws  let  the  Environmental  Pro- 
ection  Agency  dole  out  higher  mileage 
atings  for  alternative  cars.  Electrics 
nay  get  credit  for  150  mpg  to  200  mpg. 
Jnder  the  EPA's  formula,  Ford  could  im- 
irove  its  rating  by  1  mpg  if  it  sold 
00,000  alternative  cars  annually — about 
>%  of  its  sales.  That's  no  small  potatoes: 
''ord  has  spent  nearly  $4  billion  since 
982  on  incentives  to  boost  small-car 
ales  and  keep  its  mileage  average  up. 

Beyond  this,  there's  the  chance  to  con- 
[uer  new  markets.  Experts  figure  two 


California's  rules  begin  to  kick  in:  Emissions 
of  carbon  monoxide,  a  poisonous  gas,  must 
be  cut  in  half  for  cars  sold  there.  Also,  auto 
makers  start  getting  extra  federal  mileage 
credits  for  alternative  vehicles 

19  9  4 

Some  10%  of  cars  sold  in  California,  rising 
to  20  %  by  1 996,  must  meet  even  tougher 
emissions  standards  that  will  require  refor- 
mulated gas  or  cleaner-burning  fuels,  such 
as  methanol  or  natural  gas 

19  9  6 

The  Bush  Administration  energy  plan,  if 
passed,  would  require  some  4  million  corpo- 
rate and  government  fleet  vehicles  to  start 
switching  to  alternative  fuels 

19  9  7 

California  tightens  the  screws  again.  Emis- 
sions of  hydrocarbons  and  nitrogen  oxides, 
the  main  components  of  ozone,  must  be  cut 
by  40%  and  50%,  respectively,  for  25% 
of  cars  sold,  rising  to  100%  b; 

19  9  8 

Some  2  %  of  cars  sold  in  Californi 
to  10%  or  about  200,000  annually  by 
2003,  must  have  zero  emissions — a  rule 
only  electric  cars  are  likely  to  meet.  The 
Clean  Air  Act  requires  fleet  vehicles  in  the 
nation's  22  cities  with  the  most  polluted 
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or  three  leading  world  auto  makers  will 
grab  the  lead  in  alternative  cars — partly 
to  get  economies  of  scale.  It  won't  pay 
to  make  electric 
cars  just  for  a 
few  states  and 
cities.  It  takes 
production  runs 
of  at  least  50,000 
to  make  a  profit  on 
resonably  priced 
cars.  CM  may  be  in 
front  now.  But  the 
Japanese  won't  lag  for 
long,  given  their  expo- 
sure in  California,  where 
they  have  50%  of  the  market.  "Some 
Japanese  companies  are  going  to  treat 
this  as  an  opportunity,"  says  Daniel 
Roos,  of  the  Massachusetts  Institute  of 
Technology's  International  Motor  Vehi- 
cle Program.  One  sign  of  interest:  The 
city  of  Osaka  and  several  companies  are 
spending  $3.3  million  on  10  charging  sta- 
tions for  an  electric-car  trial. 
techno-fear.  Nobody  has  done  detailed 
number-crunching  yet,  but  the  market 
for  alternative  cars  could  be  large.  The 
most  likely  buyers  are  in  the  roughly  42 
million  U.  S.  households,  52%  of  the  to- 
tal, that  have  two  or  more  cars  and  do 
lots  of  commuting  and  errands.  In  the 
U.  S.,  the  average  round-trip  daily  com- 
mute is  just  22  miles,  according  to  gov- 
ernment studies,  and  experts  say  95%  of 
all  trips  taken  are  within  the  range  of 
the  Impact.  Indeed,  GM  has  already  got- 
ten 4,000  queries  on  the  car  and  several 
dozen  unsolicited  deposits  of  up  to  $300. 
It  has  sent  them  back  for  now. 

The  main  impediment  is  fear  of  new 
technology.  Ford's  surveys  show  that 
just  adding  sensors  so  vehicles  can  use 
several  fuels  bothers  buyers.  "Custom- 
ers worry  that  the  car  may  stall  more  or 
that  [driving]  range  will  be  decreased," 
says  John  P.  McTague,  Ford's  vice-presi- 
dent for  technical  affairs.  This  may  not 
put  off  "early  adopters,"  the  1'/'  to  29! 
who  buy  novel  products  before  they're 
proven.  But  cracking  the  broader  mar- 
ket will  be  tough:  "Our  guys  can  build 
anything,"  says  GM's  Stempel,  "but 
somebody's  got  to  want  to  buy  it." 

Strong  government  incentives  could 
speed  things  along,  though  they  haven't 
been  easy  to  enact.  In  California,  Demo- 
cratic State  Senator  Gary  Hart  has  rein- 
troduced an  auto-pollution  tax  that 
passed  last  year  but  was  vetoed  by  for- 
mer Republican  Governor  George  Deuk- 
mejian.  Hart's  plan  would  double  the 
state's  usual  4.5%  sales  tax  for  a  car 
that  pollutes  a  lot — and  waive  the  tax  on 
a  low-pollution  model.  Charles  R.  Im- 
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brecht,  chairman  of  the  California  Ener- 
gy Commission,  says  the  bill  likely  won't 
be  vetoed  if  it  passes  again,  as  expected. 
But  experts  say  added  incentives,  such 
as  access  to  ride-share  lanes  and  prefer- 
ential parking  for  alternative  cars,  might 
be  needed  to  jump-start  sales. 

However  such  issues  are  ironed  out, 
heightened  environmental  pressure  on 
auto  makers  is  here  to  stay.  They'll  lob- 
by hard,  but  they  won't  slow  the  pace  of 
change  much.  One  reason.  Detroit  con- 
cedes, is  its  low  credibility.  It  has  por- 


trayed most  major  changes  required  of 
it  in  the  past  20  years  as  impossible, 
from  higher  mileage  to  pollution  control. 
Then,  it  has  met  the  challenge  anyway, 
in  part  to  keep  up  with  the  Japanese. 
Chances  are,  this  will  happen  again. 

Until  last  year,  for  instance,  alterna- 
tive cars  took  a  back  seat  at  Honda.  In 
fact,  top  brass  was  upset  to  learn  from 
newspaper  accounts  that  the  company 
had  entered  a  race  for  experimental  so- 
lar cars  in  Australia:  An  employee  had 
begged  the  $3,900  entry  fee  from  superi- 


ors. Then,  Honda's  entry,  dubbed  the 
"'Dream.'*  finished  second.  Now,  Nobu- 
hiko  Kawamoto,  Honda's  new  president, 
has  made  meeting  environmental  goals  a 
top  priority.  After  taking  over  last  June, 
he  made  99  speeches  in  three  months  to 
prep  Japanese  and  overseas  employees 
for  the  challenge.  There's  a  simple  an- 
swer to  why:  "If  a  maker  doesn't  build 
more  efficient  cars,"  Kawamoto  says,  "it 
can't  survive." 

By  David  Woodruff  and  Thane  Peterson  in 
Detroit,  with  Karen  Lowry  Miller  in  Tokyo 


BIG  OIL  SEES  THE  FUTURE— AND  IT'S  CLEAN  GASOLINE 


otorists  charging  up  electric 
I  cars  at  home.  Natural-gas 
I  pumps  at  every  service  sta- 
tion. In  the  brave  new  world  of  alterna- 
tive fuels,  some  even  dream  of  solar- 
and  hydrogen-powered  vehicles  replac- 
ing today's  gasoline-powered  cars. 

But  Big  Oil  doesn't  see  it  that  way. 
"Gasoline  will  remain  the  dominant 
fuel."  says  Allen  Kozinski,  vice-presi- 
dent for  research  at  Amoco  Oil  Co.  Oil 
companies  are  betting  that  gasoline 
"recipes"  can  be  recooked  enough  for 
conventional  cars  to  meet  toughening 
federal  and  state  air-quality  standards, 
in  conjunction  with  improved  catalytic 
converters.  To  ensure  this,  Detroit's 
Big  Three  and  14  oil  companies  formed 
the  Auto/Oil  Air  Quality  Improvement 
Research  Program  in  1989.  So  far, 
they've  committed  840  million  to  study 
29  new  gasoline  formulas. 

At  the  labs  of  General  Motors  Corp. 
and  Ford  Motor  Co..  researchers  are 
testing  new  fuel  mixes  on  some  2,200 
cars  and  light  trucks,  including  proto- 
types of  models  not  due  out  for  years. 
Set  on  machines  that  simulate  road 
movement,  they  are  bumped,  jolted, 
and  jiggled.  Some  are  placed  inside  air- 
collection  chambers  that  trap  exhaust, 
which  undergoes  a  variety  of  tests  in- 
cluding chemical  analysis  by  mass 
spectrometry.  Computers  try  to  ana- 
lyze which  blends — with  different  pro- 
portions of  oxygenates,  ethylenes,  and 
even  methanol — are  least  polluting  giv- 
en various  climatic  or  road  conditions. 
SMOG-busters.  These  new,  clean-burn- 
ing fuels  will  be  far  harder  to  develop 
than  the  "reformulated"  gasolines  re- 
leased with  great  hoopla  last  year. 
Those  were  relatively  easy  rejigger- 
ings  of  existing  formulas.  Under  new 
clean-air  rules,  refiners  must  do  much 
more:  reduce  hvdrocarbon  emissions 
15r;  by  1995,  and  25%  by  the  year  2000. 
And  they  must  replace  dirty  com- 
pounds with  cleaner  ones.  For  instance, 


octane-boosting  aromatics,  which  con- 
tribute to  smog,  would  be  held  to  25% 
of  fuel  content,  vs.  32%  today. 

This  change  may  not  sound  like 
much,  but  just  reducing  aromatics 
means  switching  to  costlier  refining 
processes.  And  to  boost  a  fuel's  oxy- 
gen content,  as  mandated,  refiners  will 
have  to  toss  in  such  additives  as  meth- 
yl tertiary  butyl  ether.  Some  fuels  al- 
ready use  MTBE.  But  current  capacity 
would  meet  just  16$  of  demand  for  it 
if  the  entire  market  switches  to  clean 
gasoline,  according  to  a  study  by  Hous- 
ton energy  consultants  Bonner  & 
Moore  Associates  Inc. 

That  isn't  the  only  problem.  In  the 
research  program's  first  phase,  which 
ended  in  December,  hydrocarbon  emis- 
sions rose  in  some  older  cars  when  aro- 
matics were  slashed.  Gasoline  appar- 


ently takes  longer  to  burn  using  car- 
buretors instead  of  fuel  injectors. 
Another  complexity:  Regional  pollution 
varies  greatly.  Joseph  M.  Colucci,  di- 
rector of  fuels  research  at  GM  and  co- 
chairman  of  the  joint  task  force,  says 
two  formulas  might  be  needed,  one  to 
fight  smog  and  another  to  combat  car- 
bon monoxide,  which  also  causes  respi- 
ratory problems. 

right  track.  Colucci  and  Co-Chairman 
John  J.  Wise  of  Mobil  Research  &  De- 
velopment Corp.  have  assembled  the 
largest  data  base  ever  on  the  subject — 
and  more  is  coming.  In  November,  the 
Environmental  Protection  Agency  will 
release  its  own  data  on  pollution  from 
gasoline — and  set  new  standards  for 
future  mixtures. 

Change  won't  come  cheap.  Big  Oil 
estimates  that  developing  clean-burn- 
ing gas  and  retooling  refineries  could 
cost  $20  billion  to  $40  billion.  Still,  it 
argues,  that's  better  than  replacing 
gasoline  with  some  other  fuel — a  move 
that  would  require  abandoning  huge 
investments  in  refineries,  service  sta- 
tions, car  designs,  and  assembly  lines 
that  all  are  based  on  gasoline  power. 
Salomon  Brothers  Inc.  oil  analyst  Ber- 
nard J.  Picchi  puts  the  cost  of  just 
modifying  this  infrastructure  at  sever- 
al hundred  billion  dollars. 

Because  the  major  oil  companies  also 
own  vast  reserves  of  natural  gas,  they 
are  funding  research  and  development 
on  cars  that  burn  it.  But  this  is  pocket 
change  against  what  they're  pumping 
into  gasoline  research.  Such  a  one-sid- 
ed strategy  might  backfire  if  gasoline 
proves  harder  than  expected  to  refor- 
mulate. But  the  industry  rose  to  a  simi- 
lar challenge  in  the  1980s,  when  it  elim- 
inated most  lead  from  gas.  Oil 
companies  are  betting  that,  having 
done  it  once,  they  can  do  it  again. 

By  Mark  Ivey  in  Houston,  with  Robert 
Buderi  in  New  York  and  Lois  Therrien  in 
Chicago 
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IS  COPIER  OUTLASTED 
122  EMBEZZLEMENT 

CONVICTIONS.  99  INSIDE 
TRADES,  AND  226  CASES 
OF  RACKETEERING. 


(Q  Ah  yes,  the  undeniable  power  of  greed.  It 
can  take  a  usually  steadfast  and  reliable 
creature  from  the  office  to  the  courtroom 
quicker  than  you  can  say  subpoena.  But 
there's  one  thing  in  the  office  that's 
completely  trustworthy.  Savin  copiers.  And 
since  they  have  been  known  to  last  twenty 
years,  the  only  reason  you'd  replace  your  old 
Savin  copier  is  to  get  the  full  range  capability 
of  a  new  one.  Q  Take  the  new  Savin  9710, 
It  has  all  the  features  you  need  in  this  uh-oh- 

©  1991  Savin  Corporation 


we-made-too-many-copies-where's-the- 
paper-shredder-when-we-need-it  business 
world.  QjLike  high  speed  and  high  volume 
performance,  with  a  3700-sheet  paper 
capacity.  Seven  preset  enlargement/ 
reduction  modes,  with  an  eighth  you  can  set 


where  you  like.  Automatic  copying  from 
unburst  computer  forms  so  you  don't  have  to 
stand  there  and  ponder  the  meaning  of  life.  A 
guidance  display  so  easy  even  the  temps 
can  understand  it.  And  a  Job  Card  System 
that  makes  tedious  copying  jobs  a  piece  of 
cake.  0  So  here's  what  you  should  do.  Don't 
hire  anyone  who  can't  look  you  in  the  eye. 
And  call  Savin  today  at  1-800-52-SAVIN.Q 

sai/in 


WE  MIND  YOUR  BUSINESS. 


Bull  is  a  computer  company.  We  help  big  companies  and  smallo 
waste  and  improve  performance.  By  doing  this,  we  have  b 


At  some  point  today,  you're  likely  to  hear  someone  utter  the  cry  of  defeat  bel 
The  only  question  is,  how  many  times?  You  may  hear  it  ricochet  through  the  corrid  ' 
of  your  company.  You  may  hear  it  from  a  supplier  or  competitor.  And  be  careful 
your  guard  down  and  you  may  hear  it  from  the  most  damning  place  of  all.  Yours 
Impossible.  The  early  warning  sign  of  submission  and  surrender.  A  sign  you're  talk 


IMPOSSIBLE 


to  the  wrong  person  at  the  wrong  company.  Should  you  hear  this  word  or  an 
of  its  malignant  offspring— unfeasible,  impractical,  incompatible,  unsolvab 
insurmountable— stop  everything.  And  do  whatever  it  takes  to  eradicate  th 
prefixes.  By  all  means,  understand  the  meaning  of  the  word.  But  never  forget  tr 
success  belongs  to  those  who  consistently  refuse  to  accept  it.  The  difference  betwe 
what  can't  be  and  what  can  be  has  absolutely  nothing  to  do  with  the  problem  itse 


For  informal  ic  >n  or  a  free  repri:  & 
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governments  around  the  world  raise  productivity,  eliminate  | 
le  largest  suppliers  of  information  technology  in  the  world.  J 


everything  to  do  with  the  manner  in  which  you  go  about  solving  it. 


ck  a  problem  with  persistence,  determination  and  inspired  thinking  and  you 


Dive  it.  No  matter  how  many  people  before  you  tried  and  failed.  Believe  that 
oblem  is  impossible  and  no  problem  will  be.  The  only  thing  that  should  ever  be 
>sible  is  believing  anything  is  impossible.  Get  so  busy  solving  a  problem  you  have 


ne  to  realize  how  Herculean  it  may  be.  There  are  two  kinds  of  people.  Those 


will  tell  you  all  the  reasons  something  can't  be  done.  And  those  who  simply  go 


nd  do  it.  It  should  be  obvious  where  we  stand.  Notice  that  our  company  logo 
quarely  at  the  bottom  of  this  page.  Not  the  other  one.  We  believe  that 


Worldwide 


ng  is  impossible.  And  when  you  have  40,000  employees  information 

Systems 


nd  the  world  who  believe  that  too,  then  nothing  is. 


Bull  ft 


We  solve  the  toughest  problems  in  the  world. 


sage,  call  1-800-233-Bull. 
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DEFENSE  I 


THE  $75  BILLION  QUESTION: 
WHOSE  FIGHTER  WILL  WIN? 


After  an  epic  battle,  Lockheed  and  Northrop  await  word  on  the  century's  last  Pentagon  bonanza 


Last  Sept.  29,  Lockheed  Corp.  Chair- 
man Daniel  M.  Tellep  waited  anx- 
iously on  the  reviewing  stand  in 
Palmdale,  Calif.,  near  Edwards  Air 
Force  Base.  With  him  were  two  Air 
Force  generals.  On  the  desert  runway. 
Lockheed's  new  $1  billion  YF-22  fighter- 
had  been  motionless  for  half  an  hour. 
More  minutes  ticked  by  with  everyone 
waiting  in  "pure  agony,"  recalls  Sher- 
man N.  Mullin,  a  top  Lockheed  executive 
who  was  on  the  stand.  Finally,  glitches 
in  the  plane's  data  communications  sys- 
tem were  fixed.  Test  pilot  Dave  Fergu- 
son headed  the  YF-22  down  the  runway, 
allowing  Tellep  a  respite  from  making 
small  talk  with  the  generals. 

It  was  just  another  day  in  a  five-year 
battle  between  Lockheed  and  Northrop 
Corp.  over  the  last  huge  weapons  con- 
tract of  this  century.  The  prize  is  $75 
billion  to  $100  billion  in  orders  over  the 
next  20  years  for  the  Advanced  Tactical 
Fighter,  the  successor  to  the  Air  Force's 
F-15  long-range  fighter.  Lockheed,  its 
partners  Boeing  and  General  Dynamics, 
and  dozens  of  subcontractors  have  spent 
$1  billion  to  develop  their  prototype,  the 
YF-22.  Northrop,  its  main  partner,  Mc- 
Donnell Douglas  Corp.,  and  their  sub- 
contractors have  spent  a  like  amount  on 
their  YF-23.  During  test  flights,  each 
company's  pilots  and  crews  worked 
side  by  side,  separated  only  by  a 
metal  partition  at  their  Ed- 
wards hangar.  Each  time  one 
plane  achieved  a  milestone — 
or  courted  disaster — the  rival 
team  was  there  to  watch.  Now, 
the  moment  of  truth  approaches.  In 
late  April,  the  Air  Force  will  make  its 
choice — and  each  company's  future  will 
be  altered  forever. 

Both  contractors  need  the  ATF,  but 
Northrop  needs  it  most.  More  than  50% 
of  its  revenues  come  from  the  $865  mil- 
lion-a-copy  B-2  bomber.  The  Pentagon 
has  already  cut  that  program  nearly  in 
half,  to  75  planes,  and  Congress  has 
authorized  only  15  so  far.  If  that's 
the  limit,  as  some  analysts  predict,  Nor- 
throp eventually  could  lose  perhaps  half 
its  annual  revenues  of  $5.5  billion. 

The  ATF  is  Northrop's  best  hope  for 
offsetting  this.  It  might  produce  $2.5  bil- 


lion in  annual  revenue  by  the  late  1990s, 
says  analyst  Lawrence  M.  Harris  of 
Kemper  Securities  Group.  Winning  could 
also  polish  the  image  of  Northrop, 
which,  like  many  military  contractors, 
was  sullied  by  defense-fraud  scandals 
and  cost  overruns  in  the  1980s.  "A  win 
would  amount  to  an  Air  Force  endorse- 
ment that  Northrop's 
problems  are  behind  it," 
says  Harris.  A  loss  would 
be  wrenching.  Without 


NORTHROP 
YF-23 


BOTH  RIVALS  BADLY  NEED 
THE  ADVANCED  TACTICAL 
FIGHTER,  BUT  NORTHROP 
NEEDS  IT  THE  MOST 


the  ATF,  Northrop  has  few  prospects  for 
growth,  though  it  contends  that  other 
defense  sales,  plus  B-2  cancellation  fees, 
would  keep  it  in  the  black. 

Lockheed  is  less  vulnerable:  "A  loss  is 
not  about  to  break  the  corporation," 
says  Tellep.  Having  shared  more  risk 
with  its  partners,  Lockheed  has  less  rid- 
ing on  a  victory — $30 
billion  in  new  revenues, 
analysts  say,  and  $2  bil- 
lion in  profits  over  the 
contract.  Still,  Lockheed 
needs  a  win  to  rejuve- 
nate its  aircraft  busi- 
ness, which  was  stung 
in  1990  by  cancellation 
of  the  $5  billion  P-7A 
antisubmarine  plane  af- 
ter a  cost  dispute  with 
With  new  work  scarce,  Lock- 
aircraft  plant  in  Marietta, 
Ga.,  has  been  nearly  idle  for  two  years. 

the  fly- 


e  Navy 

>ed's  main  airerart  plant  in 
has  been  nearly  idle  for 
no  milk  run.  Given  the  stakes 
off  between  the  two  planes  at  Edwards, 
which  started  last  August,  has  been  one 
of  the  most  intense  ever.  It  took  more 
than  5,000  engineers,  computer  experts, 
and  technicians  to  get  two  prototypes  of 
each  plane  ready.  The  test  flights  have 
been  fraught  with  peril  as  each  team  has 
pushed  the  edge  of  the  envelope.  Early 
wind  blew  over  a  hangar  parti- 
tion, ripping  a  large  piece  off  the 
YF-23's   tail;   Northrop  hur- 
riedly patched  the  damage. 
Later,    Northrop   averted  an 
explosion  when  technicians 
discovered  a  speck  of  rubber 
V  clogging  a  '/s-inch  gauge  linked  to 
the  fuel  tanks,  which  had  caused  the 
inks  to  become  overpressurized.  Lock- 
eed's  YF-22  pilots,  meanwhile,  battled 
mding  gear  failures  and  an  unplanned 
ngine  shutdown  on  one  flight. 
The  drive  to  perform  stems  from  the 
requirements  the  Air  Force  set  for  the 
plane.  From  the  moment  design 
work  started  in  the  early  1980s,  the 

Pr  Pentagon  wanted  the  hottest  fight- 
";  er  ever.  In  tests,  the  prototypes  went 
as  fast  as  Mach  2  and  proved  they  could 
cruise  at  supersonic  speeds  far  longer 
than  the  F-15  did  as  it  streaked  over 
raq.  Yet,  the  Air  Force  wanted  the  ATF 
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i  be  as  undetectable  by  radar  as  the 
rst  stealth  plane,  Lockheed's  relatively 
jkey  F-117A.  That  called  for  features 
ich  as  engines  that  could  maintain 
[ach-plus  without  using  telltale  after- 
arners.  The  fighter  also  had  to  have  a 
jwerful  computer  system  to  manage 
s  hypersensitive  controls  and  help  pi- 
ts fire  an  arsenal  of  supersmart  mis- 
les.  In  1986,  Northrop  and  Lockheed 
availed  over  five  other  bidders. 

As  the  project  developed,  the 
tiiipanies  pursued  divergent 
jsigns.  Details  are  classified, 
at  some  have  leaked  out.  In  Nor- 
lrop's  latest  version,  507'-  of  the 
irts  in  the  fuselage  and  frame  will  be 
iade  of  composite  plastics,  compared 
ith  Lockheed's  35%.  That  could  make 
orthrop's  plane  lighter,  saving  fuel  and 
costing  range.  Originally,  Northrop  en- 
sioned  less  use  of  composites.  But  en- 
ineers  soon  found  that  mixing  alumi- 
iim  and  plastic  parts  would  cause 
roblems  as  the  two  materials  reacted 
fferently  to  temperature.  The  solution 
resented  a  huge  technological  hurdle: 
op  brass  feared  that  the  expense  in- 
jlved  in  using  more  composites  "would 
idanger  the  financial  health  of  Nor- 
lrop's  aircraft  division,"  says  Martin  J. 
[cLaughlin,  manager  of  manufacturing 
;chnology.  Then,  in  an  engineering 
)up,  Northrop  came  up  with  tooling 
lat  cuts  the  cost  of  making  such  parts. 
ug  killers.  Lockheed,  meanwhile,  was 
aving  big  problems.  From  the  start,  it, 
>o,  struggled  to  make  its  plane  lighter, 
nd  the  YF-22  had  too  much  drag.  Two 
sars  into  the  process,  Lockheed  had  to 
jdesign  the  prototype's  tail  to  smooth 
at  its  aerodynamics.  That  delayed  as- 
imbly  for  more  than  six  months  and 
jquired  scrapping  millions  of  dollars  in 
arts.  But  the  end  result,  Lockheed 
aimed,  would  be  a  plane  superior  to 
ny  existing  one  in  dogfights,  since  it 
)uld  nearly  stop  in  its  tracks  and  head 
i  a  new  direction  without  the  spin  or 
iss  of  control  that  plagues  most  fight- 
rs  in  such  situations.  To  give  the  YF-22 
reater  maneuverability,  Lockheed  also 
esigned  an  exhaust  nozzle  that  swivels 
n  its  General  Electric  Co.  and  Pratt  & 
/hitney  engines,  to  help  the 
lane  turn  quickly. 

Putting  theory  into  prac- 
ce  was  tense,  however, 
oftware  writers  at  General 
dynamics  and  Boeing 
'orked  feverishly  to  de-bug 
le  YF-22's  flight  control  and 
vionics  systems — which 
(Ockheed's  Mullin  claims 
ave  supercomputer-like  pro- 
essing  power.  At  first, 
loeing  engineers  couldn't 
et  the  major  systems — in- 
luding  those  that  control 
'eapons  and  radar — to  work 


LOCKHEED 
YF-22 


at  the  same  time.  To  fix 
that,  Boeing's  300-mem- 
ber  task  force  did  six 
months  of  test  flights 
over  Seattle  in  a  757  chock  full  of  com- 
puters and  other  equipment.  This  finally 
cleared  up  glitches  last  June — three 
months  before  the  plane's  test  flights 
started.  Lockheed,  meanwhile,  worked 
^through  the  1989  Christmas  holidays  on 
its  redesign  so  it  could  start  assembly  in 
January,  1990. 

As  Lockheed  stumbled,  Northrop 
surged  ahead.  Test  pilot  Paul  Metz  simu- 
lated the  YF-23's  flight-control  software 
in  1987  using  an  Atari  joystick  and  an 
inexpensive  TV  monitor.  Then,  Northrop 
engineers  developed  a  surface  material 


A  WIN  WOULD  REJUVENATE 
LOCKHEED'S  AIRCRAFT 
DIVISION,  HARD-HIT  BY  A 
CANCELED  NAVY  ORDER 


LOCKHEED  NORTHROP 


NOW 


1990  SALES  ^10  BILLION 
EARNINGS    $335  MILLION 


$5*5  BILLION 
$210*4  MILLION 


PLUS,  IF  THEY  WIN 


INCREASES  1991-2010 
SALES'       +$30  BILLION 
EARNINGS'    +$2  BILLION 

•AFTER  SPLITTING  PROCEEDS  WITH  PARTNERS 


+  $45  BILLION 
+$4  BILLION 

DATA:  KEMPER  SECURITIES  GROUP  INC,  COMPANY  REPORTS 


that  could  withstand  the  2,000-degree  ex- 
haust of  the  plane's  giant  engines.  This 
made  the  plane  stealthier,  since  the  ex- 
haust could  be  channeled  over  its  upper 
surface  and  hidden  from  ground  radar. 
While  Lockheed  was  still  building  its 
plane,  Northrop  rolled  out  its  version 
!  on  June  22.  Employees  cheered  when 
Northrop  Chairman  Kent  Kresa  deliv- 
ered an  upbeat  speech  to  a  crowd  that 
included  Air  Force  brass. 

Kresa's    confidence  soon 
gave  way  to  concern.  The  YF- 
23's  first  flight  was  set  for 
early  July,  but  nag- 
ging problems  such 
as  overheating  of 
hydraulic  and  other  sys- 
tems kept  it  grounded.  Metz  fi- 
nally took  it  up  on  Aug.  27.  Paul  Tacka- 
bury,  head  of  Northrop's  test  flight 
program,  called  his  Lockheed  counter- 
part, an  old  friend,  to  rub  it  in:  "Hear 
any  sonic  booms  lately?"  In  truth, 
though,  because  of  the  delays,  Lockheed 
was  by  then  just  30  days  behind. 

Soon,  moreover,  Lockheed  dazzled  the 
Air  Force.  Its  YF-22  fired  AMRAAM  and 
Sidewinder  missiles  that 
dropped  out  of  the 
plane's  belly — a  must  for 
stealth,  since  radar  picks 
up  underwing  weapons. 
That's  quite  a  feat,  espe- 
cially at  supersonic 
speed,  because  missile  ex- 
hausts can  disrupt  air- 
flow to  the  plane's  en- 
gines. Northrop's  plane 
opened  its  weapons  bays 
at  times  during  test  runs,  but  didn't  fire 
missiles.  Lockheed  also  flew  74  test  sor- 
ties, vs.  just  50  for  Northrop. 

It's  hard  to  say  who  will  win.  Nor- 
throp's plane  may  be  stealthier,  experts 
say.  Given  stealth's  success  in  the  gulf, 
that's  a  plus.  Still,  Lockheed  may  have  a 
political  edge.  It  would  build  its  plane  in 
the  backyard  of  Senator  Sam  Nunn  (D- 
Ga.),  chairman  of  the  Senate  Armed  Ser- 
vices Committee.  Northrop  reminds  Cali- 
fornia's congressional  delegation  that  a 
victory  for  it  would  keep  jobs  at  home. 
After  all  the  ups  and  downs,  there 
may  yet  be  a  hitch.  The  Air 
Force  will  soon  release  a  re- 
port on  extending  the  lives  of 
the  F-15  and  F-16.  If  Con- 
gress does  this  to  save  mon- 
ey, ATF  output,  now  set  for 
1996,  could  wait  until  the  end 
of  the  decade.  But  that  won't 
stop  the  Pentagon  from  pick- 
ing a  winner  this  spring — 
and  symbolically  ending  an 
era  of  unrestrained  spending 
on  defense. 

By  Eric  Schine  at  Edwards;  Air 
Force  Base,  Calif.,  with  Russell 
Mitchell  in  Washington 
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P&G  IS  TURNING  INTO 
QUITE  A  MAKEUP  ARTIST 


Having  learned  to  market  cosmetics,  it  may  bid  for  Revlon 


^flj  rest.  Tide.  Head  &  Shoulders.  Over 

^^^the  years,  Procter  &  Gamble  Co. 
^BJhas  turned  these  products  into  con- 
sumer archetypes  with  a  no-frills  mar- 
keting approach  that  emphasized  sub- 
stance over  style.  P&<;  has  always 
frowned  on  fads,  preferring  to  stress 
what  a  product  does  rather  than  daz- 
zling the  consumer  with  flashy  image- 
ry. In  fact,  folks  in  Cincinnati  used  to 
joke  that  if  P&G  ever  got  into  the  lip- 
stick business,  it  would  sell  22  sizes — 
all  in  one  shade. 

As  it  turns  out,  P&G  looks  pretty 
snazzy  in  lipstick — not  to  mention  eye 
shadow,  blush,  and  facial  creams.  De- 
fying the  doubters  who  said  the  con- 
sumer colossus  was  too  staid  and  seri- 
ous to  make  it  in  the  image-conscious 
world  of  cosmetics,  P&G  has 
been  building  up  its  po- 
sition in  beauty  aids.  Us- 
ing its  marketing  acu- 
men and  hefty  ad  budget 
to  reposition  many  of  the 
languishing    brands  it 
bought  in  recent  years, 
P&G  has  fashioned  a  $3  bil 
lion-a-year  beauty  bus 
ness,    figures    Jay  H. 
Freedman,  an  analyst  with 
Kidder,  Peabody  &  Co. 
Now,  some  investment  bankers  say,  it 
is  a  contender  to  buy  part  or  all  of 
Revlon  Group's  $2.7  billion  worldwide 
cosmetic  business. 

P&G  isn't  saying  much  about  Revlon. 
But  such  a  deal  would  be  the  capstone  to 
a  string  of  acquisitions — notably  Rich- 
ardson-Vicks  Inc.  (RVI)  in  1985  and  Nox- 
ell  Corp.  four  years  later — that  have  al- 
ready made  p&g  the  largest  U.  S.  mass- 
marketer  of  makeup  and  facial  cream. 


And  P&G  is  emerging  as  a  serious  player 
in  the  global  battle  for  market  share 
among  cosmetic  giants  such  as  L'Oreal, 
Unilever,  and  Japan's  Kao  and  Shiseido. 

It's  not  hard  to  understand  why  P&G 
Chairman  Edwin  L.  Artzt  is  dolling  up 
the  company's  beauty  products.  These 


CURRENT  P&G 
CAMPAIGNS:  SAVVIER 
THAN  ANYONE  EXPECTED 


businesses  offer  alluring  margins — as 
much  as  double  those  within  P&G's  tradi- 
tional household-product  lineup.  Cosmet- 
ics and  other  beauty-aid  products  also 
offer  faster  growth  than  many  of  P&G's 
mature  product  lines  such  as  detergent 
and  toilet  paper.  But  even  company  in- 
siders wondered  if  P&G's  marketing 


touch  might  prove  a  little  leaden  in  a 
business  that  sells  hope  in  a  bottle. 
"Never  lose  sight  of  the  fact  that 
they're  a  soap  company,"  says  one  for- 
mer P&Ger.  "The  challenge  is  to  loosen 
up  their  thinking." 

P&G  has  turned  out  to  be  more  of  a 
freethinker  than  many  expected,  though. 
Consider  Oil  of  Olay,  an  rvi  face  mois- 
turizer that  languished  during  the  early 
'80s  with  a  marketing  campaign  featur- 
ing middle-aged  women.  P&G  re- 
positioned Oil  of  Olay,  realizing  that  it 
could  attract  younger  as  well  as  older 
women  if  it  didn't  dwell  so  much  on 
what  the  product  can  do  once  middle  age 
has  arrived.  Its  campaign  now  features 
fresh-faced  young  women.  The  tag  line: 
"Why  grow  old  gracefully?" 

P&G  also  expanded  the  product's 
reach  by  adding  new  Oil  of  Olay  prod- 
ucts for  sensitive  skin  and  long-last- 
ing use  and  a  line  of  facial  cleansers. 
Last  year,  sales  of  Oil  of  Olay  hit 
roughly  $200  million,  up  607^  since 
1985,  the  year  the  brand  was  ac- 
quired. "Every  single  company  should 
watch  the  revamp  of  Oil  of  Olay," 
says  Andrew  Shore,  an  analyst  with 
Prudential  Securities  Inc. 

ancient  mariner.  Many  fa- 
miliar franchises  have  been 
getting  such  face-lifts  at  the 
I  ■  11  *| I  hands  of  P&G  lately.  The 
flli/W  company  took  Pantene,  for 
*.  f  ^ III    instance,  a  shampoo  that  RVI 
had    sold    in  department 
stores,  and  moved  it  into 
drug  and  food  stores.  It  low- 
ered the  price  a  bit  but  used 
a  classy  package  to  retain  an 
upscale  image,  successfully 
joining  a  move  among  mar- 
keters to  offer  glitzier  prod- 
ucts in  mass  outlets. 

Bain  de  Soleil,  a.-sunscreen 
line  P&G  bought  in  1987,  has 
roughly  doubled  its  market 
share  since  the  company  began  empha- 
sizing its  protective  quality.  The  slogan: 
"Great  color  today.  Great  skin  tomor- 
row." As  with  Olay,  P&G  is  using  line 
extensions  to  broaden  Bain  de  Soleil's 
reach  among  consumers.  It's  now  rolling 
out  a  line  of  sport  sun  lotions  that  are 


PRIMPING     AT  P&G 


OIL  OF  OLAY 

With  its  "Why  grow  old 
gracefully?"  pitch,  this 
face  cream  is  now  aimed 
ot  younger  women.  New 
cleansing  products  have 
been  added,  too 


PERT  PLUS 

Once  a  dying  brand.  P&G 
reworked  product  into  a 
shampoo  and  conditioner 
combo.  It's  now  the  No.  1 
shampoo 


COVER  GIRL 

This  top-selling  mass-mar- 
ket cosmetic  line  is  going 
uptown  with  higher  prices. 
P&G  boosted  ad  spend- 
ing, and  Cover  Girl  gained 
share  in  1990 


VIDAL  SASSOON 

Salon  brand  goes  green 
with  its  hair  spray  offering. 
New  canister  relies  on 
hand  pump,  rather  than 
chemical  propellants,  to 
spray  product 


NAVY 

Maiden  voyage  into  per- 
fume for  P&G.  Classic 
packaging  and  midscale 
price  are  winning  high 
marks 
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airly  water-resistant  and  offer  all-day 
rotection  for  active  beachgoers.  P&G  is 
itching  the  new  lineup  to  men  as  well 
s  women. 

P&G's  financial  prowess — it  annually 
pends  $2  billion  on  advertising — obvi- 
usly  helps,  too.  Just  four  months  after 
;  bought  Old  Spice  from  American 
lyanamid  Co.,  P&G  brought  back  the  fra- 
rance's  masculine,  head-turning  sym- 
ol,  the  Mariner  Man,  in  a  series  of  net- 
work TV  ads  after  an  eight-year  absence. 

Another  example:  Backed  by  a  dra- 


HOW  P&G  GOT 
ALL  DOLLED  UP 


Acquisition 

Year 

Price 

RICHARDSON-VICKS 

Oil  of  Olay/Pantene 

1985 

$1.2  billion 

BAIN  DE  SOLEIL 

Sun  lotion 

1987 

$80  million 

NOXELL 

Cover  Girl/Noxzema 

1989 

$1.3  billion 

OLD  SPICE 

1990 

$330  million 

DATA:  KIDDER  PEABODY  &  CO 

latic  increase  in  advertising,  Noxell's 
over  Girl  makeup  line  gained  a  full 
oint  of  market  share,  to  23fA.  P&G 
sems  to  be  allowing  Noxell  managers 
)  make  the  fashion  calls,  including  a 
ew  Cover  Girl  campaign  that  takes  a 
lore  glamorous  approach. 
But  for  all  the  changes  it's  making, 
&G  seems  to  know  when  to  leave  well 
nough  alone.  Despite  its  overhaul  of  Oil 
f  Olay's  packaging,  for  example,  it  kept 
le  Egyptian-style  emblem  that  gives 
ie  brand  an  aura  of  mystery.  And  it 
as  decided  to  carry  on  Noxell's  annual 
over  Girl  high  school  beauty  contest.  In 
ast  years,  such  winners  as  Cheryl  Tiegs 
nd  Christie  Brinkley  have  been  fea- 
ired  in  Cover  Girl  magazine  ads. 
P&G  has  chosen  a  good  time  to  lay  on 
ie  marketing  muscle:  Its  two  top  rivals 
re  in  limbo.  Maybelline  Inc.  recently  en- 
ured both  ownership  and  management 
langes.  Meanwhile,  the  future  direction 
f  Revlon  is  up  in  the  air. 
P&G  is  charging  ahead  abroad,  as  well. 
:  has  built  up  its  Vidal  Sassoon  sham- 
oo  line  into  a  household  name  in  Brit- 
in,  in  part  through  selling  a  combina- 
on  shampoo  and  conditioner  there.  In 
ie  U.  S.,  that  same  combo  is  sold  as 
ert  Plus,  a  once-flagging  label  that  has 
ecome  the  market  leader  and  now  gen- 
rates  $140  million  a  year.  P&G's  success 
broad  has  heated  up  speculation  that 
ie  company  would  love  to  grab  Rev- 
m's  foreign  cosmetic  businesses,  which 
iclude  Max  Factor  and  the  German  Be- 
•ix  Cosmetics  line. 

Back  at  home,  the  detergent  king's 
lost  surprising  success  has  come  in  that 
lost  ethereal  of  categories,  women's 


Who 

offers  America's  best -selling  PC  compatibles! 

What 

team  specializes  in  knowing  your  business? 

When 

is  a  PC  not  a  wise  business  investment? 

Where 

did  the  power  of  networking  evolve? 

How 

can  you  most  effectively  train  your  staff? 

Why 

team  up  with  anyone  but  the  nation's  leader? 
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FUJITSU  -  1-800-243-7046 


P. 01/01 


If  you're  considering  a  high  quality  affordable  fax  machine, 
make  sure  you  read  the  fine  print. 


We  printed  this  ad  directly  from  the 
new  Fujitsu  dex®  530  low-cost  plain 
paper  fax  machine  to  show  you  first- 
hand its  incredible  reproduction 
capabilities.  But  at  Fujitsu,  the  quality  of 
our  fax  machines  doesn't  stop  with  the 
fine  print.  And  value  doesn't  stop  with 
the  price. 

Our  line  of  affordable  business  faxes 
comes  with       <c^\\\\\\\\\^  ^  years  of 
big  business  ex-  >^^^^«^  perience 
built-in. Those 
years  of 
creating 
communi- 
cation solu- 
tions taught 
us  how  to  make  fax 
machines  work  harder, 
smarter  and  more  effi- 
ciently. No  matter  what  the  size  or  the 
price.  From  compact  personal  fax 
machines,  to  our  high  capacity  digital 
network  hub  units. 

Take  the  new  dex  530  plain  paper 
fax.  At  half  the  price  of  traditional 
plain  paper  fax  machines,  it  produces 
a  fileable,  versatile,  high  quality  plain 


paper  fax,  for  just  pennies  a  page. 

The  dex  170  with  its  powerful 
standard  memory  combines  afford- 
ability  and  versatility  with  high-end 
features  like  memory  storage,  remote 
retrieval,  and  automatic  cutter. 

The  personal-size  dex  80  was 
designed  with  "luxury"  features  like 
automatic  cutter,  answering  machine 
interface  and  a  15-second  transmission 

speed— all 
for  a  sug- 
gested retail 
price  of 
$999. 
And  every 
Fujitsu  fax 
machine  is 
backed  by  a  nationwide 
fax  service  organization, 
dedicated  to  keeping  your  business 
going  without  a  hitch. 

For  more  information  on  which 
Fujitsu  fax  machine  is  on  the  money  for 
your  business,  contact  Fujitsu  Imaging 
Systems  of  America,  3  Corporate 
Drive,  Danbury,  CT  06810.  Or  call 
1-800-243-7046. 
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The  global  computer  &  communications  company. 


Radio  Shaek 

COMPUTER  CENTERS 

We've  got  the  best 
answers  for  your 
business  needs. 

America's  No.  1  Choice 

We  sell  Tandy®  computers— America's  best-selling  brand 
of  PC  compatibles.  Exacting  manufacturing  standards, 
innovative  design,  competitive  pricing— backed  by  the 
resources  of  a  $4.5  billion  company. 

Certified  Staff 

Our  college-certified  marketing  specialists  have  completed 
American  Management  Association  courses  in  finance  and 
accounting,  as  well  as  rigorous  training  in  manufacturing, 
retail  point  of  sale,  wholesale  and  office  automation. 

We  Don't  Just  Sell  PCs,  We  Sell  Solutions 

Because  we  carry  the  broadest  PC  line  of  any  manufacturer, 
our  engineers  can  configure  a  system  tailored  to  the  specific 
needs  of  your  business.  You  get  a  complete  solution,  backed 
with  the  best  in  leasing,  training  and  service  plans. 

Connecting  Since  the  Beginning 

From  1979  to  today's  industry-leading  Novell  Netware®, 
we've  stacked  up  unmatched  experience  in  networks.  Plus, 
we  market  and  support  a  massive  base  of  UNIX®/XENIX® 
multiuser  installations. 

The  Best  in  Training... Guaranteed 

Tandy  Learning  Centers  guarantee  85%  minimum 
proficiency  in  computer-based  training.  Your  employees 
learn  on  our  "simulator,"  before  they  try  the  real  thing. 

In  Business.. .For  Business® 

We  were  first  to  successfully  manufacture  and  market  a 
personal  computer — nobody's  been  in  the  business  longer. 
Call  for  an  appointment  and  get  the  answers  you  need. 

1-800-433-5682 

Radio  Shack  is  a  division  of  Tandy  Corporation. 
UNIX/Reg  TM  AT&T 
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STRATEGIES  I 


EMERSON  GETS 

ITS  BATTERIES  RECHARGED 


Hong  Kong's  Semi-Tech  brings  it  cash — and  a  worldwide  network 


F 


lor  much  of  the  1980s,  Emerson  Ra- 
|  dio  Corp.  seemed  to  hit  all  the  high 
notes.  Sales  soared  827'a  through 
1986  as  consumers  snapped  up  its  low- 
cost  boom  boxes,  televisions,  and  VCRs. 
But  after  the  stock  market  crashed  in 
1987,  Emerson's  tune  went  sour.  Share- 
holders accused  company  officers  of  in- 
sider trading.  An  ill-timed  move  into  per- 
sonal computers  in  1989  saddled  the 
company  with  big  losses.  And  personal 
problems  forced  President  Stephen  L. 
Lane  to  resign  last  fall. 

Now,  a  fast-growing  multinational 
electronics  distributor  called  Semi-Tech 
(Global)  Ltd.  could  be  Emerson's  savior. 
In  mid-March,  the  Hong  Kong  company 
tentatively  agreed  to  invest  $30  million 
in  Emerson.  One  of  the  last  American 
consumer  electronics  distributors,  Emer- 
son desperately  needs  an  overseas  outlet 
to  survive  the  thrashing  it's  taking  in 
the  U.  S.  Semi-Tech  could  provide  that. 
It  owns  Singer  Sewing  Machine  Co.  and 
controls  a  global  network  of  30,000  elec- 
tronics and  appliance  outlets  in  more 
than  100  countries. 

For  Emerson  and  its  Chairman,  Wil- 
liam W.  Lane,  however,  the  deal  means 
ceding  control  of  the  44-year-old,  family- 
run  company.  While  Semi-Tech  will  buy 
only  20$  of  Emerson's  stock,  it  will  con- 
trol a  board  that  now  includes  former 
Vice-President  Walter  F.  Mondale. 
full  warehouses.  Lane  may  have  had 
little  choice.  The  recession  has  minced 
pretax  income  (chart)  and  bloated  Emer- 
son's inventories,  which  doubled  to 
$182.3  million  last  year.  The  North  Ber- 
gen (N.  J.)  company,  which  is  switching 
from  a  March  to  a  December  fiscal  year, 
says  losses  will  top  $30  million  for  the 
stub  year  ended  last  December. 
To  relieve  the  pressure,  Emer-^^— ■ 


son  has  been  looking  for  fresh  capital 
and  foreign  partners.  Last  September, 
Fidenas  Investment  Ltd.,  a  Swiss  invest- 
ment bank,  bought  a  13.7%  stake  in  the 
company.  And  Tomei  Industrial  (Hold- 
ings) Ltd.,  a  Hong  Kong  supplier,  took  a 
5.2%  stake  in  October. 

The  Semi-Tech  deal  is  contingent  on 
Emerson's  resolving  some  legal  prob- 
lems. In  1987,  investors  charged  that  top 
Emerson  officers  profited  by  selling 
their  own  stock  while  misleading  the 
public  about  the  company's  declining  fi- 
nancial shape  prior  to  the  1987  market 
crash.  Emerson  denies  the  allegations, 
but  the  actions  are  pending. 

The  company  has  suffered  image 
problems,  too.  Last  fall,  President  Ste- 
phen Lane  drew  fire  for  not  telling 
shareholders  that  he  suffered  from 
brain  and  spinal  tumors.  The  news  sur- 
faced in  an  unrelated  claim  that  Lane 
had  filed  against  Drexel  Burnham  Lam- 
bert Inc.  involving  personal  invest- 
ment losses  in  the  crash.  When 
Lane  resigned  in  October,  older 
brother  William  took  control. 

William  played  a  key  role  in 
the  Semi-Tech  deal.  Audio 
supplier  Tomei  introduced 
Semi-Tech  Chairman  James  H. 
Ting  and  Lane.  The 
1989  purchase  of 
Singer  helped  turn 
Semi-Tech  into  a 


$1.7  billion  empire,  but  its  rapid  growth 
and  complex  structure  have  given  many 
investors  and  analysts  the  jitters.  Even 
so,  Ting  was  looking  for  another  deal 
that  would  give  him  an  entree  into  the 
bjg  U.  S.  discount  stores.  The  answer 
was  Emerson's  distribution  network, 
which  includes  mega-retailers  Wal-Mart 
Stores  Inc.  and  K  mart  Corp. 

Emerson  offered  something  more:  a 
hot  product-development  team  in  Hong 
Kong.  In  1982,  the  company  mostly 
made  radios.  Since  then,  Emerson  has 
captured  3.8%  of  the  U.  S.  color  TV  mar- 
ket as  well  as  8%  of  the  VCR  market. 
Televisions  and  VCRs  now  account  for 
607'  of  total  sales,  and  the  company  com- 
petes toe-to-toe  on  the  low  end  of  the 
U.  S.  video  market  against  Korean  man- 
ufacturers such  as  Samsung  Group. 

But  when  Emerson  tried  to  translate 
that  success  into  home-office  equipment 
such  as  PCs,  things  went  haywire.  The 
company  built  up  a  large  inventory  in 
the  machines  and  then  watched  as  the 
recession  scared  off  low-end  buyers. 
"The  timing  was  not  right,"  admits 
Kunio  Takei,  who  heads  Emerson's  prod- 
uct development  in  Hong  Kong. 

The  new  capital  provided  by  Semi- 
Tech  will  help  Emerson  clear  up  techni- 
cal defaults  on  its  $200  million  in  debt. 
And  Dennis  C.  Van  Zelfden,  an  analyst 
for  Rauscher  Pierce  Refsnes  Inc.,  esti- 
mates the  company  will  earn  $9  million 
this  year  on  sales  of  $728  million. 
So  thanks  to  an  obscure 
Hong  Kong-based  deal- 
maker  with  a  taste  for  big 
American  brand  names, 
|I~N  3MBI     K  rson  may  be  tuning 

Br^F  tBt     "'  ""  l"'"tlts  agani- 
^L^y    Y  By  Bruce  Hager 

in  Sew  York  and  Pete  En- 
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RNS:  SLOWED  BY  THE  RECESSION  AND  FIERCE  COMPETITION  IN  CONSUMER  RENTALS 


IOW  GOOD  A  MECHANIC 
S  TONY  BURNS? 


s's  fixing  Ryder  by  focusing  on  truck  leasing — but  that's  tricky 


For  most  of  the  1980s,  Ryder  System 
Inc.  was  a  Wall  Street  darling.  M. 
Anthony  Burns,  its  young,  voluble 
lirman,  charmed  analysts  as  much 
:h  his  outspoken  optimism  as  with  his 
)  acquisitions  and  heady  15%  annual 
)fit  growth.  But  when  the  cracks 
irted  to  show  in  Ryder's  growth-by- 
juisition  strategy  in  late  1988,  Wall 
■eet  stopped  listening.  Burns's  reac- 
n  was  upbeat:  "In  the  future,  we'll  let 
i  numbers  do  the  talking." 
Well,  the  numbers  have  spoken  voi- 
les in  two  years,  and  what  they've 
d  isn't  good.  A  slowing  economy  re- 
lied Burns's  $5.5  billion  hot  growth 
npany  to  be  a  highly  cyclical  business 
th  too  many  assets.  As  earnings  slid, 
$43  million  last  year  from  $197  million 
1988,  Burns's  chutzpah  turned  into  a 
;a  culpa.  He  has  responded  to  investor 
ipes  by  paring  down  his  empire.  Now, 
;  big  question  is  whether  Tony  Burns 
i  coax  growth  from  Ryder's  core 
ick-leasing  businesses. 
Ryder  is  best  known  for  the  bright- 
llow  trucks  it  rents  one-way  to  fam- 
ss  on  the  move.  But  Burns  shoved  the 
npany  into  all  manner  of  truck  leas- 
r,  as  well  as  fields  he  knew  little 
out,  such  as  aircraft  leasing  and  insur- 
ce  services.  Since  1988,  Burns  has 
ed  two  freight-hauling  units,  its  insur- 
ce  company,  and  thousands  of  older 
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trucks  (table).  In  February,  he  took  a 
$36  million  write-off  on  airplane  leasing, 
which  had  rented  planes  to  troubled  air- 
lines such  as  Continental  Airlines  Inc. 

All  told,  Burns  has  shaved  $434  mil- 
lion worth  of  assets  from  Ryder.  He  has 
worked  on  the  other  side  of  the  balance 
sheet  as  well.  By  cutting  jobs  and  trim- 
ming capital  spending,  the  company  gen- 
erated $96  million  in  free  cash  flow  last 
year.  That  helped  Burns  buy  back  stock 
and  cut  $270  million  from  what  was  a 
$2.2  billion  debt  load. 

Wall  Street's  confidence  is  return- 


RYDER'S  SHRINKING  ACT 


WRITTEN  OFF 


•  Ryder's  airplane  leasing  business 
and  34  jets  toss:  $36  million 


SOLD 


•  Thousands  of  trucks,  including  older 
yellow  rental  trucks  and  freight  haulers 


•  An  insurance  services  business, 
which  performed  contract  risk 


a 
fc 

ssessment  and  back-office  services 
)r  insurers  Gain:  $20  million 

CUT 

•  More  than  4,650 

employees  from 

Ryder's  1 988  peak  of  45,000 


DATA:  COMPANY  REPORTS,  BW 


ing — slowly.  While  Ryder's  stock  price  is 
less  than  half  its  1987  high  of  40,  it  has 
moved  from  a  low  of  12%  in  November 
to  about  17  Vi  now.  Even  some  critics  say 
that  Burns  has  better  matched  Ryder's 
trucking  services  to  demand.  When  the 
economy  turns  around,  they  hope,  so 
will  Ryder.  The  company  has  "owned  up 
to  its  mistakes,"  says  PaineWebber  Inc. 
analyst  Anthony  B.  Hatch. 
bright  spot.  Burns  is  counting  on  Ry- 
der's full-service  commercial  truck-leas- 
ing business  to  fuel  the  slimmer  compa- 
ny's recovery.  Producing  half  of  Ryder's 
$3:3  billion  in  vehicle-leasing  revenues, 
full-service  leasing  provides  the  truck,  a 
driver,  and  maintenance.  Margins  are 
lower  than  those  from  consumer  yellow- 
truck  rentals,  but  contracts  with  the 
likes  of  PepsiCo  Inc.  and  Kraft  General 
Foods  Group  make  the  business  less  vul- 
nerable to  slumps.  While  the  rest  of  Ry- 
der has  stalled,  full-service  leasing  has 
grown  10%  a  year  since  1985. 

But  Burns  is  hardly  out  of  the  woods. 
While  he  is  pumping  money  back  into 
the  businesses  he  knows  best,  Ryder  re- 
mains slowed  by  the  recession  and  fierce 
competition.  Sluggish  new-car  sales  are 
holding  back  a  business  in  leasing  the 
tractor-trailers  that  ferry  autos  from 
plant  to  showroom.  And  the  yellow-truck 
business,  27%  of  Ryder's  vehicle-leasing 
revenues,  is  slumping.  A  soft  housing 
market  means  fewer  people  are  moving. 
Pressure  is  also  coming  from  U-Haul  In- 
ternational Inc.  and  smaller  rivals. 

Burns  had  pulled  Ryder  ahead  of  U- 
Haul  in  1987  by  beefing  up  his  rental 
fleet.  While  Ryder  was  distracted  by  its 
other  troubles,  though,  U-Haul  came  on 
strong.  It  bought  its  own  new  trucks 
and  cut  prices.  That  not  only  erased  Ry- 
der's lead  but  opened  a  wide  gap  in  mar- 
ket share.  U-Haul  now  has  527c  of  the 
market,  vs.  Ryder's  32'  > . 

Burns  plans  to  fight  back  with  a  new 
ad  campaign  and  price  discounts  of  up  to 
307  in  some  markets.  But  that's  expen- 
sive, and  the  total  market  isn't  expected 
to  grow  much  this  year.  Investors  fear 
that  discounting  to  grab  market  share 
will  act  as  a  brake  on  Ryder's  overall 
earnings  recovery.  "It  makes  me  very 
nervous,"  says  analyst  Amy  de  Rham  of 
Massachusetts  Financial  Services  Co. 

Ryder's  profits  will  make  everyone  jit- 
tery until  the  economy  picks  up.  The 
company  might  lose  a  nickel  or  a  dime  a 
share  in  the  first  quarter.  Given  all  the 
work  Burns  has  done,  investors  are 
more  apt  to  blame  the  recession  than 
him — for  now.  But  Burns  still  stings 
from  Wall  Street's  barbs  of  a  year  ago. 
"It  was  severe  because  it  was  personal," 
he  says  of  the  criticism.  "We  stood  up, 
faced  it,  and  continue  to  do  what  is  nec- 
essary." Investors  just  hope  Burns  has 
smoothed  out  Ryder's  rough  ride. 

By  Antonio  N.  Fins  in  Miami 
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THE  NEXT 

OF  THE  REP-HOT  STEINBERGS 

'  investor  publications  and  a  talent  for  picking  small-company  stocks 


Saul's  son  Jonathan  has  a  trio  of 


i 


Iven  as  a  kid,  Jonathan  Steinberg 
was  different.  While  his  peers 
I  were  perusing  Sporting  News  and 
Playboy,  he  much  preferred  investor-ori- 
ented magazines.  He  bought  his  first 
stock,  $2,000  worth  of  Abbott  Laborato- 
ries, at  age  13 — with  money  from  his  bar 
mitzvah.  The  stock  went  up  53'/  in  six 
months.  "I  was  interested  in  beginning 
my  education  as  an  investor,"  he  ex- 
plains, as  if  mastering  the  stock  market 
were  every  seventh-grader's  top  priority. 
"Well,"  he  concedes  after  a  moment,  "I 
came  from  a  somewhat  unusual  family." 

Unusual  is  one  word  for  it.  Jonathan 
Steinberg,  now  26  and  the  owner  of 
three  investor  publications,  is  the  eldest 
son  of  Saul  P.  Steinberg,  prominent 
Manhattan  socialite,  onetime  corporate 
raider,  and  chairman  of  Reliance  Group 
Holdings  Inc.  In  the  Steinberg  house- 
hold, stocks,  bonds,  and  the  intricacies  of 
capitalism  were  the  stuff  of  everyday 
conversation.  Jonathan  ate  it  up.  Accom- 
panying his  dad  to  work  on  school  holi- 
days, the  young  Steinberg  "loved  going 
into  the  investment  department  and 
reading  Moody's  and  Value  Line,"  re- 
members Saul. 

This  precocious  passion  for  business 
information  has  led  Steinberg  to  an  un- 
likely premise:  that  there  isn't  enough  of 
it.  A  decade  of  placing  amateur  investor 
bets  alongside  institutional  giants  con- 
vinced young  "Jonno"  that  individuals 
were  being  underserved  by  financial 
publications  on  small-company  stocks. 
dying  BREED.  So  far,  he  seems  to  be 
right.  Although  stock-pickers  are  sup- 
posed to  be  a  dying  breed,  enough  of 
them  are  out  there  to  have  bolstered 
Steinberg's  two  publications,  Individual 
Investor  Magazine  and  America's  Fast- 
est Growing  Companies,  and  his  news- 
letter, Individual  Investor's  Special 
Situations  Report.  All  three  were  turn- 
around properties  acquired  by  Stein- 
berg's Financial  Data  Systems  Inc. 

The  flagship  Individual  Investor 
used  to  be  called  Penny  Stock  Journal, 
a  monthly  with  a  circulation  of  about 
35,000  when  Steinbtrg  bought  it  in  the 
fall  of  1988.  Renamed,  redesigned,  and 


relentlessly  focused  on  the  profit  motive, 
Individual  Investor  now  has  a  cover 
price  of  $3  and  a  circulation  of  around 
51,000.  Unlike  many  publications  that 
call  themselves  investor-oriented,  says 
Steinberg,  "the  standpoint  of  every  sto- 
ry is:  Should  you  own  this  stock?"  Even 
in  a  dismal  advertising  climate,  ifs  ad 
revenues  were  up  85%  last  year,  he  says. 
Steinberg  wouldn't  divulge  the  revenue 
number.  Special  Situations  costs  $150  a 
year,  and  America's  Fast- 
est Growing  Companies 
sells  for  $245.  Each  has  a 
circulation  of  about  650. 

Steinberg  has  no  "sys- 
tem" for  picking  stocks. 
Instead,  he  and  his  staff 
rely  on  spade  work.  They 
pore  over  three  data  bases 
and  countless  magazines 
and  newspapers.  They're 
looking  for  tiny,  neglected 
companies  with  an  unusual 
product,  a  low  price-earn- 
ings ratio,  a  fast  growth 
record,  or  some  other  eye- 
catching characteristic. 

Steinberg  hews  to  a  no- 
guts-no-glory  philosophy. 
Clearly  Canadian  Beverage 
Corp.,  a  bottled-water  com- 
pany that  remains  one  of 
his  favorites  (table),  was  a 
typically  risky  selection. 
"My  senior  editor  didn't 
like  it,"  he  recalls.  His 
voice  drops  an  octave  and 
he  sounds  like  a  sports  an- 
nouncer reeling  off  the  sta- 
tistics of  a  fading  athlete: 
"They  were  losing  money.  But  their  rev- 
enues were  growing — 250%  for  the  quar- 
ter. They  had  just  won  a  design  award.  I 
figured,  water  sells.  I  picked  it  on  Fri- 
day. On  Saturday,  Perrier  had  a  product 
recall.  It  was  a  legendary  pick." 

Clearly  Canadian  was  the  star  of  the 
Special  Situations  portfolio  in  1990, 
surging  269r/  from  February  to  June. 
Overall,  Steinberg's  stock  portfolio  rose 
a  stunning  105%  by  midyear.  While  he 
also  advises  readers  when  to  sell,  he's 


not  omniscient:  The  August  stock  mar 
ket  rout  took  its  toll.  Still,  the  portfolk 
was  up  60%  through  February,  1991.  Ir 
contrast,  the  Dow  Jones  industrial  aver 
age  rose  just  5%,  and  the  NASDAQ  com 
posite  was  flat  over  the  same  13-montl 
period. 

Steinberg's  publications  don't  lack  foi 
competition.  Hulbert  Financial  Diges 
tracks  some  125  investor  newsletters 
and  that's  by  no  means  the  entire  uni 


JONATHAN  STEINBER 
BEST  SELECTIONS.. 


ngam 


Date 

recommended 

Price 

Price  on 
3/26/91 

CLEARLY  CANADIAN 

2/15/90 

$1.44 

$10.00 

DELL  COMPUTER 

7/15/90 

11.38 

28.63 

MYLEX 

10/15/90 

1.38 

3.31 

TANDON 

1/15/91 

1.88 

3.44 

ARCHIVE 

12/15/90 

5.25 

8.13 

... 

AND  HIS  WORST 

FNN 

8/15/90 

8.00 

0.63  J 

S2  GOLF 

12/15/89 

1.50 

1.13 

IMAGE 

ENTERTAINMENT 

3/15/90 

8.00 

6.50  J 

AUTOINFO 

4/15/90 

5.19 

4.38 

NATURAL 
ALTERNATIVES 

1/15/90 

2.63 

2.25  J 

CURRENT  FAVORITES 


CLEARLY  CANADIAN 


FIRST  TEAM  SPORTS 


DSP  TECHHl 


IN-STORE  ADVERTISING 


DATA  FINANCIAL  DATA  SYSTEMS  INC  .  BRIDGE  INFORMATION  SYSTEMS  INC 


verse.  But  word  about  Steinberg  ha 
gotten  around,  thanks  in  part  to  hi 
name — and  The  Wall  Street  Journal.  I 
an  ongoing  Journal  stock-picking  con 
test  that  pits  four  pros  against  a  random 
toss  of  darts  at  the  stock  pages,  he  won 
twice  last  year  and  took  top  honors 
again  in  March.  His  winning  pick  was 
Dell  Computer  Corp.,  which  had  risen  j 
117%'  in  the  six  months  since  he  chose  it. 

Despite  his  longtime  fascination  with 
stocks,  Steinberg  never  gave  much 
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lought  to  working  for  a  Wall  Street 
irm.  In  high  school  at  Manhattan's  elite 
lalton  School,  he  spent  a  summer  toil- 
lg  for  his  father  in  Reliance's  invest- 
lent  department,  and  he  assumed  that's 
mere  he  would  end  up  after  college, 
iut  the  summer  after  his  third  year  at 
le  University  of  Pennsylvania,  where 
e  was  working  on  bachelor's  degrees  in 
sience  and  economics,  he  got  an  intern- 
hip  at  Bear,  Stearns  &  Co.  Deciding 
iat  there  wasn't  much  left  for  college 
)  teach  him,  he  quit  school  and  got 
ired  as  an  analyst  in  the  firm's  modest 
lergers-and-acquisitions  department, 
ays  Steinberg:  "I  had  a  base  of  busi- 
ess  knowledge  comparable  to  men  who 
'ere  35  years  old." 

At  Bear  Stearns  he  began  talking  to 
cott   Rosenblum,   who   had  attended 
Penn  at  the  same  time 


senblum  to  quit,  too.  They  closed  the 
deal  in  October,  1988.  Rosenblum,  26,  is 
now  publisher.  Although  he  had  hoped 
his  son  would  join  him  at  Reliance,  Saul 
Steinberg  is  backing  the  fledgling  pub- 
lishing enterprise.  Jonno  put  up  a  signifi- 
cant amount  of  equity  for  Penny  Stock 
■Journal  and  the  other  purchases,  while 
his  father  provided  the  financing.  The 
combined  purchase  price  comes  to  less 
than  $1  million,  he  says. 
tieless.  If  anything  threatens  Stein- 
berg's new  ventures,  it  isn't  spiraling 
ciists.  In  downtown  Manhattan  digs  that 
still  have  the  look  of  unfinished  space, 
Steinberg  brings  new  meaning  to  the 
term  "low  overhead."  His  editor-in- 
chief's  office,  which  is  shared  with  Ro- 
senblum, is  decorated  with  a  handful  of 
maps  thumbtacked  to  the  wall. 

Visitors  to  the  company's  investment 
meetings  encounter  Steinberg's  fresh- 
faced  editorial  staff 


s  Steinberg, 

bout  the  shortage  of  good  in- 
armation  on  small  companies.  Early  in 
Steinberg  left  Bear  Stearns  to 
fork  full-time  on  acquiring  Penny 
'tock  Journal.  As  negotiations  pro- 
ressed  with  its  owner,  Dalton  Commu- 
ications  Inc.,  Steinberg  persuaded  Ro- 


of four.  They  resem- 
ble a  college  study  group — tieless  and, 
in  one  case,  sockless.  In  contrast,  Stein- 
berg is  starched,  suspendered,  and  pin- 
striped. Nevertheless,  the  tone  is  strictly 


egalitarian.  He  asks  staff  members — 
and  two  student  interns — to.  come,  up 
with  one  stock  choice  each  week  and 
announces  a  $100  prize  for  the  stock 
that  performs  best  over  the  next  month 
and  another  $100  for  the  best  over  three 
months.  In  considering  potential  compa- 
ny stories,  Steinberg  cautions  everyone 
to  consider  the  recession's  impact  on 
stocks  and  requests  more  "international- 
ly oriented  stuff." 

Nearly  all  of  the  publications'  invest- 
ment ideas  are  generated  in-house, 
chewed  over,  and  then  assigned  to  free- 
lancers or  written  up  by  the  staffers. 
"Jonno  will  go  through  every  corporate- 
earnings  report,"  says  Rosenblum.  "If 
there's  a  company  around  our  size  and 
it's  having  decent  income  growth,  we'll 
call  the  company  and  get  the  financial 
data."  The  staff  then  does  its  own  analy- 
sis of  the  financials  and  interviews  man- 
agement, if  possible. 

Making  a  "sell"  recommendation 
seems  lo  lie  Steinberg's  weak 
point.  "Jonno's 
strength    is    that  he 
truly  understands 
business  concepts  very 
quickly,"  says  his  fa- 
ther. "His  weakness  is 
that  he   falls   in  love 
with  all  these  concepts." 
However,   Jonno's  most 
public  failure  had  nothing 
to  do  with  a  sell  recom- 
mendation. Last  May,  he 
chose  Management  Co. 
Entertainment  Group 
Inc..  a  movie  production 
and   distribution  compa- 
ny,  for  the  Journal's 
stock-picking  contest.  It 
was  selling  at  $2.25.  The 
company  then  defaulted 
on  a  loan,  and  by  the  end 
of  October,  the  stock  had 
fallen   to   7if.    "It's  a 
shame,  and  I  did  badly," 
says  Steinberg.  "I  start- 
ed feeling  a  little  invul- 
nerable." 

overhaul.  Steinberg 
says  Financial  Data  Sys- 
tems is  probably  at  least 
a  year  away  from  profits. 
But  his  aspirations  are 
much  longer-term.  Stein- 
envisions  the  company  as 
more  than  just  a  stock  picker. 
Rather,  he  wants  to  establish  a 
vast  research  pool  that  clients  can 
tap  for  information  on  many  differ- 
ent stocks.  "I  hope  my  service  is 
going  to  be  the  best  in  the  1990s,"  he 
says.  That's  a  tall  order.  But  if  he  can 
keep  racking  up  60%  annual  gains  in  his 
portfolio,  that  distinction  might  not  seem 
like  such  a  long  shot. 

By  Ellyn  E.  Spragins  in  New  York 
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THE  'KING  OF  PENNY  STOCKS' 
WANTS  TO  RULE  FROM  ASIA 


Meyer  Blinder  was  hounded  from  U.S.  markets,  but  he  is  pushing  out  new  stock  via  Hong  Kong 


He 


ot  too  long  ago,  the  Shanghai 
stock  exchange  sent  an  invitation 
to  a  prominent  U.  S.  investor  in 
the  Far  East.  It  was  addressed  as  fol- 
lows: "Mr.  Meyer  Blinder,  King  of  One 
Doller  Share."  It  is  a  sobriquet  that 
pleases  the  69-year-old  Blinder,  founder 
and  CEO  of  Blinder  Robinson  &  Co.,  the 
defunct  penny-stock  brokerage 
shows  it  proudly,  misspelling  and 
all,  to  a  visitor  at  his  white-carpet- 
ed, multilevel  office  in  a  Denver 
suburb.  "I  think  the  Chinese  peo- 
ple," he  muses,  "have  more  faith 
in  me  than  the  American  people." 

Meyer  Blinder  is  back — and 
Asia's  got  'im.  On  these  shores, 
he  may  be  a  pariah — the  subject 
of  a  decade-long  crusade  by  the 
Securities  &  Exchange  Commis- 
sion aimed  at  putting  Blinder  out 
of  business.  He  is  facing  trial  in 
Las  Vegas  on  six  counts  of  racke- 
teering and  securities  fraud.  If 
convicted,  he  faces  60  years  im- 
prisonment. But  in  the  Far  East, 
Blinder  is  a  mogul  who  controls 
some  15  companies — including  a 
Hong  Kong  holding  company, 
Hantex  Development  Inc.,  that 
heralds  Blinders  return  to  the 
U.  S.  securities  markets. 
longtime  foes.  With  Hantex, 
Blinder  is  dropping  his  traditional 
role  of  stock  promoter  and  is 
seeking  registration  as  the  com- 
pany's major  shareholder.  But, 
like  the  penny-stock  underwriters 
of  yore,  he  is  still  trying  to  put 
fresh  stock  before  the  public. 
Once  Hantex  clears  the  SEC,  its 
stock  and  warrants  would  be  dis- 
tributed to  him  and  the  11,000 
other  shareholders  of  his  Intercontinen- 
tal Enterprises  Inc.  holding  company — 
and  can  then  be  traded  over  the  counter. 
Regulators  suspect  that  former  Blinder 
brokers  and  other  penny-stock  peddlers 
will  hawk  the  securities,  driving  up  the 
price  and  letting  insiders  such  as  Blinder 
cash  out  big.  "We've  seen  situations 
such  as  these  where  the  securities  are 
given  as  dividends  to  shareholders  to 


create  a  market.  We've  then  seen  those 
securities  bid  up  far  past  their  value  and 
investors  harmed,"  says  James  M. 
Smith,  chief  of  the  Securities  Bureau  in 
New  Jersey.  Blinder  denies  that  he  in- 
tends to  manipulate  Hantex  stock. 

So  far,  three  states — New  Jersey, 
Iowa,  and  Idaho — have  prohibited  sale 
of  Hantex  shares.  But  regulators  say 


BLINDER:  "GOD  TELLS  ME:  'KEEP  ON  FIGHTING,  MEYER' 


that  as  many  as  20  states  may  also  im- 
pose a  ban.  "You  have  to  look  at  the 
entire  history  of  Mr.  Meyer  Blinder's  in- 
volvement in  various  offerings.  Just  look 
at  the  track  record,"  asserts  Anton  Veld- 
man,  an  Iowa  Securities  Bureau  lawyer. 

Blinder's  longtime  adversaries  at  the 
SEC  share  those  concerns  but  are  all  but 
powerless  to  prevent  the  stock  from  be- 
ing sold  in  this  country — no  matter  how 


dubious  its  ownership  or  financial  condi- 
tion. Observes  R.  Wayne  Klein,  Idaho's 
securities  bureau  chief:  "Under  federal 
law,  if  you  disclose  what  you're  doing, 
regardless  of  whether  it  may  work  a 
fraud  on  investors,  you're  allowed  to 
register  with  the  SEC."  Thus  the  stock  is 
likely  to  become  eligible  for  sale  to  in- 
vestors in  states  such  as  New  York,  Illi- 
nois, and  Florida,  which  have  no 
more  than  limited  ability  to  bar 
offerings  that  have  been  regis- 
tered at  the  SEC. 

Blinder's  overseas  empire  is 
but  the  latest  chapter  in  the  saga 
of  the  self-styled  "king  of  penny 
stocks."  Regulators  had  thought 
Blinder  had  been  put  out  of  busi- 
ness, and  for  good,  as  a  result  of 
years  of  litigation — ranging  from 
investor  class  actions  to  SEC  law- 
suits and  culminating  in  the  fed- 
eral racketeering  indictment  a 
year  ago.  Blinder,  who  has  long 
and  vociferously  denied  wrongdo- 
ing, sent  Blinder  Robinson  into  a 
Chapter  11  bankruptcy  reorgani- 
zation last  July,  and  the  Securi- 
ties Investor  Protection  Corp. 
then  sought  liquidation  of  the 
firm.  It  seemed  that  Blinder  was 
done  for.  He  even  put  on  the  mar- 
ket his  gleaming  10-story  tower 
facing  the  Rockies — and  took  his 
name  off  the  building  to  enhance 
its  salability. 

silver  medals.  But  Blinder  has 
had  an  ace  in  the  hole.  As  pres- 
sures on  him  mounted  over  the 
past  four  years,  he  had  set  up 
shop  in  the  less-regulated  Far 
East.  Now,  through  Interconti- 
nental Enterprises,  he  controls  or 
has  a  substantial  interest  in  a  crazy  quilt 
that  includes  a  toymaker,  coin  dealer, 
and  medical-equipment  company,  most 
based  in  Hong  Kong  (table).  Blinder  has 
kept  his  headquarters  in  Colorado,  while 
traveling  frequently  to  the  Orient.  Over- 
seas, his  brokers  have  used  time-tested, 
cold-calling,  penny-stock-peddling  tech- 
niques while  staying  outside  the  reach 
of  U.  S.  courts  and  regulators. 
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To  date,  his  ventures  have  hardly  tak- 
n  the  Asian  markets  by  storm.  With 
eform-minded  Hong  Kong  regulators 
•atching  closely,  Tele-Art  Securities,  a 
Hinder-controlled  brokerage  firm,  has 
ept  a  low  profile.  The  company — whose 
lush  offices  fill  an  entire  floor  of  the 

M.  Pei-designed  Bank  of  China  Build- 
lg — is  puny  compared  with  the  old 
;lindtT  Knliiuson,  u  Inch  at  its  peak  em- 
loyed  3,000  people.  Tele-Art  has  only 
bout  40  brokers.  General  manager 
larolyn  A.  Gary,  who  formerly  ran 
binder's  U.  S.  training  operations,  says 
'ele-Art  handles  U.  S.  stocks,  bonds, 
and  some  penny  stocks — whatever  the 
lient  wants."  Although  Tele-Art's  mod- 
st  operations  are  confined  to  Hong 
[ong  at  present,  the  company's  plans 
re  ambitious:  "We  are  discussing  ex- 
anding  throughout  Asia,"  says  Gary. 

Already,  some  offshore  Blinder  opera- 
ons  have  drawn  official  displeasure, 
he  American  Rare  Coin  Exchange  Ltd. 
ubsidiary  has  irked  U.  S.  Treasury  offi- 
ials  with  Desert  Storm  medallions,  $55 
ilver  medals  that  show  an  American  Ea- 
le  on  one  side  and  a  shield  on  the  other. 
.  company  official  was  quoted  in  the 
outh  China  Morning  Post  as  saying 
f.  S.  authorities  minted  the  medals — and 
lat  prompted  the  U.  S.  Treasury  Dept. 
)  issue  a  letter  branding  the  alleged 
tatements  as  "misleading."  The  official 
[aims  she  was  misquoted,  which  the 
'ost  denies. 

hrapnel  wounds.  Some  Blinder  ven- 
ires seem  only  distant  promises.  So  far, 
le  Satcom  China  Corp.  affiliate  hasn't 
tade  good  on  plans  to  set  up  a  fax  and 
atellite-telecommunications  network  in 
lainland  China.  And  the  Anle  Hotel 
roject  in  Beijing  appears  to  be  a  paper 
ger:  While  a  Blinder  company  brochure 
ays  the  planned  583-room  hotel  is  under 
jnstruction,  it's  doubtful  whether  the 
roject  will  ever  be  completed. 
U.  S.  officials  fret  that  Blinder's 
.sian  interests  are  draining  cash  that 
juld  be  claimed  by  aggrieved  U.  S. 
ivestors.  One  Hong  Kong  associate, 
.ndy  Lai,  says  Blinder  has  pumped 
lore  than  $10  million  into  Asian  in- 
estments  ranging  from  a  private  bus 
ampany  to  a  toymaker.  In  1989,  a 
L  S.  District  Court  judge  in  Philadel- 
hia,  citing  "a  serious  question  about 
le  transfer  and  secreting  of  funds 
nd  assets,"  ordered  that  the  cash 
utflow  to  Hong  Kong  be  stopped, 
ut  the  order  was  voided  on  appeal, 
.nd  now,  Glen  E.  Keller  Jr.,  the  trust- 
e  liquidating  Blinder  Robinson,  is  mull- 
lg  lawsuits  to  recover  assets  for  the 
state.  Claims  against  the  company  ex- 
sed  $100  million. 

Hantex'  assets  appear  to  be  beyond 
asy  reach  of  U.  S.  creditors.  It  is  an 
isolvent,  Hong  Kong-based  company 
bartered  in  the  British  Virgin  Islands, 


whose  main  subsidiary  produces  medical 
gloves  in  Malaysia.  Among  the  compa- 
ny's selling  points  are  its  ties  to  Malay- 
sian royalty,  including  a  princess  listed 
as  a  managing  director.  But  if  relations 
between  the  company  and  shareholders 
do  not  go  smoothly,  the  prospectus  notes 
that  investors  might  have  a  hard  time 
suing  Hantex  abroad  or  enforcing  any 
U.  S.  civil  judgments  that  might  be  en- 
tered against  the  company.  When  Idaho 
barred  trading  on  Mar.  1,  it  said  Hantex' 
offshore  charter  "may  enable  [it]  to 
work  a  fraud  upon  investors." 

Blinder,  who  still  sports  a  ring  with  a 
knuckle-size  diamond  and  proudly  shows 


Flanked  by  lawyers  in  the  plush  pent- 
house of  his  Englewood  (Colo.)  tower,  he 
says  he'll  keep  battling  regulators  who 
he  says  have  hounded  him  for  23  years. 
And  he  claims  powerful  backing:  "God 
tells  me:  'Keep  on  fighting,  Meyer.  Don't 
give  up.' "  Blinder  disavows  plans  to 
participate  directly  in  the  U.  S.  stock 
markets  again.  "I'm  never  going  back  to 
the  brokerage  business  because  I'm  not 
going  to  be  regulated  by  a  bunch  of 
nincompoops,"  he  says  defiantly. 

Even  if  Blinder's  foes  eventually  catch 
up  to  him,  his  operations  may  outlast 
him.  If  Hantex  is  a  curtain-raiser,  regu- 
lators will  be  hard-pressed  to  keep  an 


INTERCONTINENTAL 
ENTERPRISES  (PACIFIC) 

Holding  company,  wholly 
owned  by  Intercontinental 
Enterprises 


off  the  shrapnel  wounds  he  suffered  in 
World  War  II,  is  unintimidated  by  such 
allegations.  He  insists  that  his  growing 
network  of  corporations  is  perfectly  le- 
gitimate. "Those  people  are  sick,"  he 
says  of  the  regulators.  "I  never  manipu- 
lated any  stock.  The  only  thing  that's 
being  manipulated  is  their  brains." 


ingenious  market  player  under  wraps 
for  good.  They  are  hardly  nincompoops. 
But  when  it  comes  to  dealing  with  the 
penny-stock  kingpin,  Charles  Dickens' 
Mr.  Bumble  may  have  put  it  best:  "The 
law  is  a  ass." 

By  Joseph  Weber  in  Philadelphia,  Pete 
Engardio  in  Hong  Kong,  Sandra  D.  Atchi- 
son in  Denver,  and  Gary  Weiss  in  New 
York 
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CORPORATE  FINANCE  I 


HAS  WESTINGHOUSE  CREDIT 
BECOME  A  DEBIT? 


The  finance  arm  gets  an  ultimatum:  Turn  around  or  else 


Westinghouse  Electric  Corp., 
whose  massive  power  plants 
und  electronic  systems  define 
a  cyclical  business,  has  for  some  time 
counted  on  a  trump  card.  The  Pitts- 
burgh-based conglomerate's  finance 
arm,  Westinghouse  Credit  Corp.,  would 
help  it  ride  out  economic  downturns. 

But  Westinghouse  Credit  is  now  pro- 
ducing some  very  unpleasant  sur- 
prises— a  nightmarish 
list  of  bad  real  estate 
and  corporate  loans 
that  forced  its  parent  to 
take  a  $975  million  pre- 
tax write-off  for  1990's 
last  quarter.  That 
slashed  by  73$  the  rec- 
ord $1  billion  profits  for 
the  year  that  the  con- 
glomerate would  have 
booked.  On  Feb.  27, 
Westinghouse  Electric 
Chief  Executive  Paul  E. 
Lego  promptly  put  $3.2 
billion  of  Westinghouse 
Credit's  problem  loans 
and  properties  on  the 
block  and  froze  most 
new  lending  (table). 
soft  market.  The  bad 
news  from  Westing- 
house Credit,  though, 
may  not  be  over.  Lego, 
in  fact,  has  told  sub- 
ordinates that  if  the  fi- 
nance subsidiary  isn't 
back  on  track  in  about 
three  years,  he  will  get 
out  of  that  business. 
"That's  crystal  clear," 


sion  and  a  soft  real  estate  market,  which 
surely  means  steep  discounts.  "There 
will  be  more  write-offs,"  says  Chester 
V.  A.  Murray,  deputy  research  director 
at  Moody's  Investors  Service  Inc.  Wes- 
tinghouse Electric,  which  said  it  would 
inject  $525  million  in  capital  into  its  way- 
ward subsidiary,  concedes  in  recent  Se- 
curities &  Exchange  Commission  docu- 
ments that  more  may  be  needed. 


CEO  LEGO:  A  $975  MILLION  WRITE-OFF— AND  THERE  MAY  BE  MORE  TO  COME 


says  one  of  the  executives. 

Among  analysts'  biggest  worries 
about  Westinghouse  Credit's  future  is  a 
group  of  loan  commitments  it  can't  con- 
trol: $3.1  billion  in  credit  to  companies, 
most  with  less-than-sterling  ratings.  Bor- 
rowers can  tap  these  at  any  time.  If  the 
recession  persists,  weaker  borrowers 
may  make  heavy  use  of  these  lines. 
Westinghouse  argues  that  the  borrow- 
ers are  sound. 

Westinghouse  Credit's  liquidation 
plan — for  almost  one-third  of  its  $10  bil- 
lion in  assets — may  also  be  problematic. 
The  company  will  be  selling  into  a  reces- 


The  problems  couldn't  have  come  at  a 
worse  time.  Most  of  Westinghouse  Elec- 
tric's  businesses — including  nuclear 
plants,  refrigeration  units,  and  broad- 
casting— are  losing  steam  for  the  first 
time  in  five  years.  Analysts  estimate 
Westinghouse's  1991  earnings  will  be 
207f  below  last  year's  results  before  the 
write-offs.  That  stands  in  vivid  contrast 
to  its  larger  rival,  GE  Capital  Corp.,  the 
finance  arm  of  General  Electric  Co.  De- 
spite similar  loan  troubles,  GE  Capital  is 
racking  up  solid  gains. 

Elevated  to  the  top  spot  just  nine 
months  ago,  Lego,  who  declined  to  be 


interviewed,  hopes  to  turn  around  Wes- 
tinghouse Credit.  According  to  company 
executives,  it  now  will  only  make  loans 
that  are  secured  by  borrowers'  assets. 
But  whether  these  loans  will  reinvigo- 
r^te  the  finance  unit  is  an  open  question. 
They  are  low-margin  and  face  stiff  com- 
petition from  banks.  Westinghouse  Cred- 
it also  aims  to  boost  leasing  out  air- 
planes, railcars,  and  ships — its  one 
healthy  segment — by  42%,  to  $2  billion 
in  leases  by  1994.  Yet  leasing's  prospects 
are  limited,  given  the  slow  growth  ex- 
pected in  the  transportation  industry. 
■too  aggressive.'  The  finance  unit,  say 
company  sources,  also  plans  to  reempha- 
size  two  markets  in  which  it  drastically 
scaled  back  operations  a  few  years  ago. 
One  is  lending  to  midsize  companies  to 
finance  equipment  purchases,  which 
Westinghouse  figures  to  build  into  a 
$1.5  billion  portfolio  in  three  years.  The 
other  is  inventory  loans, 
with  a  portfolio  goal  of 
$1  billion.  These  busi- 
nesses, however,  are 
highly  competitive  and 
cyclical. 

The  decline  of  Wes- 
tinghouse Credit  is  a 
personal  embarrass- 
ment for  Lego,  who  as 
late  as  October  was  re- 
assuring jittery  Wall 
Street  analysts  that 
the  unit  could  cruise 
through  the  gathering 
recession  without  tak- 
ing a  hit.  Wrong.  Bad 
credits  cascaded  in, 
capped  by  Hills  Depart- 
ment Stores  Inc.,  which 
filed  for  Chapter  11  on 
Feb.  4,  leaving  Westing- 
house holding  $61  mil- 
lion in  unsecured  loans. 
Moving  swiftly  to  con- 
tain the  reverses,  a 
chastened  Lego  an- 
nounced the  dismal  fi- 
nancial results  and  the 
asset  sales  after  a  spe- 
cial board  meeting  in 
New  York.  Says  Noel  Delaney,  an  ana- 
lyst at  Smith  Barney,  Harris  Upham  & 
Co.:  "Lego  grabbed  a  wild  raging  bull 
by  the  horns." 

Huge  losses  were  the  last  thing  Wes- 
tinghouse executives  expected  of  the  fi- 
nance unit.  Formed  in  1961  to  finance 
the  sales  of  stoves  and  refrigerators, 
Westinghouse  Credit  was  treated  as  a 
stepchild  by  the  parent's  engineer-domi- 
nated management  until  1986.  Then  the 
parent  decided  to  remake  Westinghouse 
Credit  into  a  reliable  cash  producer  to 
offset  the  cyclically  of  the  company's 
other  operations.  It  pulled  Westinghouse 
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•edit  out  of  thin-margin  con- 
mer  lending  and  focused  on 
sky,  high-return  real  estate 
id  investment  banking. 
Until  last  year,  the  gamble 
emed  to  be  paying  off:  Wes- 
lghouse  Credit  showed  an 
erage  annual  net  income 
■owth  of  167'  and  asset 
owth  of  20%.  Unfortunate- 
,  says  Michael  Bunyaner,  an 
lalyst  at  Oppenheimer  & 
"they  were  too  aggres- 
re  in  the  last  few  years." 
iessure  cooker.  The  big- 
ist  problems  are  in  commer- 
d  real  estate.  Almost  a  third 
that  $3.4  billion  portfolio, 
uch  of  it  in  comatose  Sun- 
It  markets,  is  being  sold  or 
financed.  Westinghouse  Credit  had 
inly  hoped  to  steer  clear  of  problems 
'  directing  much  of  its  business  to  a 
.isted  cadre  of  two  dozen  major  devel- 
ers.  But  they  weren't  immune  from 
e  devastation  wrought  by  vast  over- 
riding and  the  recession.  Westing- 
>use  Credit  is  trying  to  sell  or  refi- 
.nce  its  $290  million  half-interest  in 
arly  two  dozen  apartment  projects 
lilt  by  Tonti  Properties  Inc.  in  New 
■leans,  which  has  been  doing  business 
th  the  finance  arm  since  1967..  The 
ojects  account  for  nearly  6,000  units  in 


WESTINGHOUSE  CREDIT'S  WOES 

COMMERCIAL  REAL  ESTATE  A  third  of  the  $3.4  billion  portfolio 
put  on  the  block.  Half  of  $1  billion  in  bad  assets  are  in  Florida,  Lou- 
isiana,  and  Texas.  No  new  loans  being  made 

RESIDENTIAL  REAL  ESTATE  Half  of  $540  million  in  loans  up  for 
sale,  most  for  housing  developments  that  company  financed.  Sell- 
ing completed  developments  in  California,  Florida,  and  Georgia. 
Making  no  new  loans 

CORPORATE  FINANCE  A  quarter  of  the  $4.2  billion  portfolio  put 
on  the  block.  Junk-bond  and  equity  portfolio  of  $653  million  for 
sale.  Bankruptcies  expected  to  boost  loan  defaults  further.  Making 
no  new  loans  unless  secured 

LEASING  The  only  healthy  Westinghouse  Credit  business.  Portfolio 
of  $1.4  billion  includes  leases  for  aircraft,  railcars,  ships,  and  elec- 
tricity cogeneration  plants.  Plans  to  expand  it  43  %  by  1 994 


the  soft  markets  of  Dallas,  Denver,  New 
Orleans,  and  Phoenix.  To  keep  up  occu- 
pancy rates,  CEO  Robert  T.  Tonti  Sr.  had 
to  lower  rents  an  average  10';/f  below 
carrying  costs. 

When  the  building  boom  fizzled  in  ear- 
ly 1989,  Westinghouse  Credit  thought  it 
could  find  salvation  in  corporate  buyout 
lending,  targeting  medium-size  compa- 
nies. These  loans  increased  by  an  aver- 
age of  60f/<  in  each  of  the  past  three 
years,  to  $4.2  billion. 

"We  were  under  tremendous  pressure 
to  grow,"  says  a  former  Westinghouse 


Credit  executive.  Some  48%  of 
its  leveraged  buyout  portfolio 
is  unsecured.  Moody's  calls 
this  a  much  riskier  mix  than 
those  of  such  peers  as  GATX 
Capital  and  Heller  Financial. 

The  lbo  portfolio  is  already 
starting  to  show  some  wear 
and  tear.  Lego  told  analysts 
on  Feb.  27  that  he  was 
alarmed  by  a  slew  of  default- 
ed loans.  SEC  documents  show 
that  companies  owing  Wes- 
tinghouse Credit  $122  million 
have  filed  for  Chapter  11  this 
year  through  early  March. 
That  nearly  matches  the 
bankruptcy  defaults  of  $132 
million  for  all  of  1990.  Chill- 
ingly, the  Hills  Department 
Stores  filing  came  within  two  weeks  of 
bankruptcy  petitions  by  two  major  Tex- 
as-based companies:  Tracor  Inc.,  a  de- 
fense contractor  that  owed  Westing- 
house $32  million,  and  Insilco  Corp.,  a 
diversified  high-tech  manufacturer  ow- 
ing $8  million. 

Westinghouse  Credit  has  come  far, 
from  financing  appliances  to  underwrit- 
ing LBOs.  The  question  for  Westing- 
house Electric  now  is:  Will  Lego's  shock 
treatment  work  on  the  finance  unit,  or 
will  he  have  to  pull  the  plug? 

By  Michael  Schroeder  in  Pittsburgh 


lRKETS  &  INVESTMENTS! 


(ED-FACED  OVER  BIG  BLUE: 
VHY  THE  ANALYSTS  BLEW  IT 


hth  little  guidance  from  IBM,  the  herd  instinct  prevailed 


Some  50  securities  analysts — who 
collectively  earn  eight  figures  in 
salaries  and  bonuses,  hang  dozens 
MBA  sheepskins  on  their  office  walls, 
id  tally  up  several  hundred  years  of 
L-the-job  experience — spend  most  of 
eir  working  hours  doing  nothing  but 
acking  the  travails  of  IBM.  They  quiz 
M  executives  about  new  products  and 
ipments,  sound  out  the  company's  cus- 
mers  to  see  if  they're  satisfied  with 
oducts  and  service,  ask  them  about 
lying  plans,  and  then  cross-check  their 
idings  by  running  the  same  drill  on 
g  Blue's  competitors.  When  it's  all 
me,  they  distill  their  findings  into  earn- 
gs  forecasts. 

Yet  on  Mar.  19,  first  in  a  brief  press 
lease  and  later  in  a  conference  call 
ith  those  fearless  50  analysts  and  doz- 
is  of  institutional  investors,  IBM  execu- 
tes told  them  something  that  not  one 
lalyst  had  turned  up:  Business  is  bad. 
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So  bad,  in  fact,  that  the  analysts'  aver- 
age-earnings forecast — what  Wall  Street 
calls  the  "consensus  estimate" — was 
about  100%  too  high.  Instead  of  first- 
quarter  earnings  weighing  in  at  $1.82  a 


HOW  IBM  DROPPED  AS 
FORECASTS  WERE  TRIMMED 


CONSENSUS  OF  FIRST-QUARTER  EARNINGS  FORECASTS 

$1.99  1.98    1.97    1.92    1.88   1.87    1:84    1.82  .95 
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share,  said  the  IBM  execs,  the  number 
would  be  only  about  half  that. 

How  could  so  many  analysts  be  so 
wrong?  The  question  reverberated 
through  Wall  Street  brokerage  firms, 
trading  rooms,  and  the  offices  of  mutu- 
al-fund and  pension-fund  managers.  In 
the  short  run,  at  least,  the  so-called  neg- 
ative earnings  surprise  cost  IBM's 
800,000  shareholders— about  half  of 
whom  are  individual  investors — dearly. 
The  stock  lost  12%  points,  or  10%,  on 
Mar.  19  and  fell  an  additional  4  points  by 
week's  end,  to  111%.  All  told,  Big  Blue 
lost  some  $9.6  billion  in  market  value 
that  week,  and  by  Mar.  27,  the  stock  had 
recovered  to  only  112%. 
fuzzy  vista.  Earnings  surprises  are 
common  enough,  yet  IBM's  was  a  stun- 
ner. Smaller,  lesser-known  companies 
sometimes  turn  up  big  surprises.  But 
IBM,  with  $69  billion  in  revenues,  is  hard- 
ly a  stealth  operation.  Big  Blue  told  the 
analysts  that  in  the  face  of  the  gulf  war 
and  a  softening  world  economy,  demand 
for  most  of  its  hardware — from  PCs  to 
minicomputers  and  mainframes — is 
poor,  and  only  workstations  and  soft- 
ware are  doing  well. 

Where  did  the  analysts  fall  short? 
Several  suggest  that  they  misjudged  the 
macroeconomic  picture,  especially  the 
impact  that  the  gulf  war  had  on  already- 
slowing  economies  abroad.  With  61%  of 
IBM  revenues  coming  from  overseas, 
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that  was,  no  doubt,  a  major  factor  in  the 
projected  earnings  shortfall.  "We  didn't 
gauge  what  has  happening  on  the  eco- 
nomic front  as  well  as  we  should  have," 
says  Bear,  Stearns  &  Co.  analyst  Clif- 
ford Friedman.  Adds  David  P.  Soetebier 
of  A.  G.  Edwards  &  Sons  Inc.:  "A  lot  of 
us  were  asleep  on  the  strength  of  the 
dollar  and,  especially,  how  that  would 
play  on  overseas  earnings." 

A  small  error  in  estimating  revenue 
can  balloon  on  the  bottom  line.  Forecast- 
ing technology-companies'  profits  is 
tricky  because  of  their  high  gross  mar- 
gins and  high  fixed  costs.  Says  Soete- 
bier: "If  you're  V '<  too 
low  on  revenue  and  17' 
too  low  on  expenses, 
your  forecast  can  be  off 
by  a  third." 

The  analysts — as  well 
as  some  institutional 


was  the  tendency  for  positive-earnings 
surprises  to  repeat  themselves  for  sever- 
al quarters.  That's  what  is  known  as  the 
"cockroach  theory."  Earnings  sur- 
prises— both  positive  and  negative 
ones — for  a  company,  say  the  pros,  are 
like  roaches:  You  don't  see  just  one. 

Little  wonder,  then,  that  through  Jan- 
uary, the  analysts'  first-quarter  consen- 
sus forecast  stood  steadfast  at  $1.99, 
slightly  ahead  of  the  1990  figure.  But  in 
February,  the  consensus  started  to  edge 
down,  a  few  pennies  at  a  time.  Initially, 
analysts  lowered  estimates  because  of  a 
surge  in  the  dollar,  which  would  lower 


BEFORE  BIG  BLUE'S  FALL: 
A  SAMPLING  OF  ANALYSTS'  OPINIONS  

MAR.  6 


EARNINGS  ESTIMATE*  $1.94 


money  managers — say 
IBM  could  have  spoken 
up  sooner  to  provide 
them  with  more  infor- 
mation on  the  sluggish 
pace  of  sales  world- 
wide. While  analysts 
must  do  their  own  leg- 
work,  the  most  impor- 
tant insights  often  come 
from  the  company  itself 
in  the  form  of  "guid- 
ance." IBM  is  so  big,  di- 
verse, and  far-flung 
that  no  one  but  top 
management  could  pos- 
sibly know  what's  real- 
ly going  on.  "There  was 
no  earnings  guidance 
this  quarter,"  says  Wil- 
liam J.  Milton  Jr.  of 
Brown  Brothers  Harri- 
man  &  Co.  In  the  ab- 
sence of  help,  he  says,  "most  analysts 
keep  their  estimates  close  to  the  consen- 
sus." If  they're  wrong,  they're  all  wrong 
together — and  that's  what  happened. 
cockroach  theory.  Even  the  bearish 
IBM  watchers,  such  as  Brown  Brothers' 
Milton,  were  caught  off  guard.  In  a  Mar. 
12  memo  to  clients,  Milton  warned  of 
"unfavorable  developments  that  contin- 
ue to  unfold  in  foreign  markets"  and 
raised  the  strong  possibility  of  a  nega- 
tive earnings  surprise.  Still,  Milton  was 
forecasting  $1.65  per  share  for  the  first 
quarter — which  he  says  was  the  lowest 
estimate  on  the  Street. 

What  was  ironic  about  Big  Blue's  neg- 
ative surprise  is  that  in  the  fourth  quar- 
ter, the  company  had  a  modest  positive 
surprise,  with  profits  8' ;  better  than  ex- 
pected. That  led  analysts  to  the  conclu- 
sion that  IBM,  struggling  for  the  past  six 
years  to  slim  down  and  become  more 
competitive,  had  finally  begun  to  show 
the  fruits  of  the  trying  transformation. 
And  what  reinforced  that  view  for  manv 


►  DON  YOUNG 

SANFORD  BERNSTEIN 

"We  continue  to  view  IBM  as  attractive  and  expect  the  company  to  outper 
form  the  market ...  a  major  earnings  breakout  in  the  second  half  of  1991" 


►  CLIFFORD  FRIEDMAN  EARNINGS  ESTIMATE*  $1.80       MAR.  8 

BEAR  STEARNS 

"Outlook  . .  .  cautiously  optimistic.  Take  advantage  of  the  short-term  uncer 
tainty  as  an  opportunity  to  accumulate  shares" 


EARNINGS  ESTIMATE*  $1.75 


MAR.  1 1 


►  DAN  MANDRESH 

MERRILL  LYNCH 

"  . . .  U.S.  results  and  strengthening  dollar  raises  risk  that  the  first  quarter 
and  year  are  more  likely  to  disappoint  than  surprise  on  the  upside" 

►  WILLIAM  J.  MILTON  JR.  EARNINGS  ESTIMATE  *  $1.65        MAR.  12 
BROWN  BROTHERS  HARRIMAN 

"  . . .  probability  of  negative  earnings  surprises  . . .  remains  relatively  high. 
We  continue  to  believe  there  is  near-term  vulnerability  in  the  stock" 


EARNINGS  ESTIMATE*  $1.85 


►  JAY  P.  STEVENS 

DEAN  WITTER 

"The  mediocre  user  survey  for  February  reflects  a  soft  domestic  economy 
and  raises  concerns  about  [our]  March  quarter  earnings  estimate  of  $1.85" 


*Earnings  per  share,  first  quarter  1991 


the  value  of  foreign  earnings.  In  addi- 
tion, the  analysts  started  to  sense  the 
economic  slowdown  abroad  and  mused 
that  it  would  lower  profits.  On  Mar.  4, 
Rick  J.  Martin  of  Prudential  Securities 
Inc.  cut  his  1991  projection  by  10<t,  but 
left  his  $1.80  first-quarter  estimate  in- 
tact. He  also  changed  his  IBM  "buy"  rec- 
ommendation to  a  "hold."  (On  Mar.  19, 
his  advice  changed  to  "sell.")  And  on 
Mar.  11,  Merrill  Lynch  &  Co.'s  Dan  Man- 
dresh,  one  of  the  most-followed  IBM  ana- 
lysts on  the  Street,  knocked  down  his 
forecast  from  $1.81  to  $1.75  per  share. 
Although  he  lowered  his  rating  a  notch, 
it  wasn't  until  Mar.  19  that  he  cut  his 
rating  down  to  "neutral." 

Moreover,  while  lowering  the  first- 
quarter  outlook,  most  analysts  were  still 
upbeat  on  1991's  second  half,  when  ship- 
ments of  new,  highly  profitable  main- 
frames are  expected  to  kick  in.  Indeed, 
on  Mar.  8,  Bear  Stearns'  Friedman,  re- 
ferring to  his  meeting  with  senior  IBM 
management,  said  that  while  a  dreary 


economic  picture  clouded  the  near-term 
prospects,  the  company's  long-term  plan 
of  better  cost  control  and  faster  deploy- 
ment of  products  was  on  track.  He  rated 
the  stock  a  "good  long-term  invest- 
ment"— and  still  does. 
WHO  knew?  If  IBM  made  the  analysts 
look  foolish,  their  clients  don't  seem  to 
blame  them.  David  A.  Polak,  president 
of  nwq  Investment  Management  Co., 
lays  the  blame  at  IBM's  doorstep:  "When 
the  fourth-quarter  results  came  out,  IBM 
was  telling  analysts  and  institutional  in- 
vestors that  things  looked  pretty  good 
going  into  the  new  year."  Vincent  Baja- 
kian,  who  runs  the  $2.7 
billion  Wellington  Fund, 
thinks  IBM  management 
was  probably  as  sur- 
prised as  everyone  else. 
"I'm  sure  they're  trying 
to  figure  out  how  busi- 
ness came  to  a  screech- 
ing halt,"  he  says.  An 
IBM  spokesman  said 
that  the  bulk  of  first- 
quarter  computer  or- 
ders don't  come  until 
March  anyway,  and  top 
management  did  not 
know  the  magnitude  of 
the  slump  until  a  few 
days  before  the  an- 
nouncement. 

The  flap  over  the 
first-quarter  earnings 
raises  the  perennial 
question  of  the  value  of 
analysts'  earnings  esti- 
mates, especially  for 
huge  companies  such  as 
IBM.  "No  one  outside 
the  company  really  has 
the  numbers,"  says 
Tony  Estep  of  New  Am- 
sterdam Partners,  a  money-management 
firm  that  tracks  earnings  forecasts,  "so 
the  analysts  end  up  extrapolating  from 
past  results."  And  the  analyst  who 
might  break  away  from  the  pack  with  a 
provocative  view  is  discouraged  from  do- 
ing so.  "If  I  had  put  out  a  first-quarter 
estimate  of  90$  a  share  on  IBM,  I'd  have 
been  laughed  out  of  town,"  says  Steve 
Cohen  of  Soundview  Financial  Group 
Inc.  His  estimate  was  $1.80. 

Still,  those  who  put  little  faith  in  earn- 
ings estimates  want  the  analysts'  evalu- 
ation of  the  company.  "We're  interested 
in  what  they  have  to  say  about  indus- 
tries and  companies,"  says  W.  Anthony 
Hitschler,  chief  investment  officer  at 
Brandywine  Asset  Management. 
Hitschler  is  bullish  on  IBM  for  the  long 
term.  When  the  stock  price  tumbled,  he 
bought  more  shares.  Indeed,  despite  the 
licking  the  analysts  have  taken,  many 
are  telling  their  clients  to  do  the  same. 

By  Jeffrey  M.  Laderman,  with  John  W. 
Verity,  in  New  York 
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PIER  1  IMPORTS 

MAY  SOON 

it  SHIPPED  OUT 


D 


aunting  events  have  buffeted 
Pier  1  Imports:  The  recession, 
exacerbated  by  the  gulf  war, 
ias  depressed  sales  and  slashed  fiscal 
991  earnings.  Management  has  had  to 
oil  back  new-store  openings  and  elimi- 
iate  headquarters  staff  positions  to 
urb  costs.  Even  so,  shares  of  this  re- 
ailer  have  raced  up  more  than  50'/' 
ince  December,  from  4%  to  7%. 
The  stock's  jump  caught  analysts  by 
urprise,  since  most  of  them  have  been 
own  on  Pier  1,  which  operates  570 
tores  in  44  states  and  Canada  that  sell 
urniture  and  furnishings  imported 
nainly  from  India,  China,  and  Taiwan, 
analyst  Bart  Schneider  of  Value  Line 
ias  been  warning  clients  for  months  to 
teer  clear  of  the  stock,  citing  a  poor 
etailing  environment,  the  company's 
iigh  debt  level,  and  problems  with  its 
ecent  entry  into  a  new  business — lawn 
,nd  garden  products. 

But  that  hasn't  stopped  several  ag- 
;ressive  investors  from  snapping  up 
'ier  1  shares,  particularly  in  recent 
/eeks.  They  argue  that  the  company's 
arnings  should  turn  around  as  the  re- 
overy  picks  up  steam.  These  pros 
hink  Pier  l's  earnings  will  double  in 
he  year  ending  Mar.  2,  1992,  to  55$  a 
hare,  from  an  estimated  25$  in  fiscal 
991.  Last  year,  Pier  1  earned  71$. 
m  a  bind.  But  to  the  pros,  there's  a 
nore  compelling  reason  to  buy:  Pier  1 
nay  be  for  sale.  Some  58%'  of  the  com- 
pany's voting  stock  is  controlled  by  In- 
ermark,  a  $1  billion  holding  company 
hat  has  been  in  the  red  for  the  past 
ix  quarters.  In  its  latest  quarterly  re- 
iort,  Intermark  says  it's  restructuring 
perations  and  debt  to  improve  cash 
low  and  profitability. 

Part  of  that  restructuring  may  well 
>e  the  sale  of  Pier  1.  One  high-level 
xecutive  of  Pier  1  has  confided  to  a 
noney  manager  that  it's  likely  the 
ompany  will  be  sold  to  help  ease  In- 
ermark's  financial  burden.  Intermark 
Chairman  and  ceo  Charles  "Red" 
Scott,  who  was  Pier  l's  chairman  from 
985  to  1988,  is  now  vice-chairman  of 
>ier  1. 

Jack  Sullivan,  an  investment  adviser 
,t  Van  Kasper,  a  San  Francisco  invest- 
nent  firm,  thinks  Pier  1  "is  one  of  the 
nost  undervalued  specialty  retailers 
.round"  despite  the  stock's  recent  up- 


PIER  1  IMPORTS: 
IN  AN  UPWARD  MARCH 
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tick.  Based  on  earnings  growth  and  as- 
sets, Sullivan,  who  has  been  buying 
heavily,  estimates  that  Pier  1  is  worth 
at  least  $15  a  share.  Regarding  the 
rumor  that  Intermark  may  have  to  put 
the  company  on  the  block,  Sullivan 
says:  "Pier  1  is  the  most  sellable  asset 
Intermark  has."  Pier  1  Chairman  Clark 
Johnson  says  he  doesn't  know  what 
Intermark's  intentions  are. 


DOUBLING  ONCE, 
DOUBLING  TWICE...? 


Low-priced  stocks  have  had  quite  a 
run  so  far  this  year.  Take  Com 
Systems,  a  small  Van  Nuys 
(Calif.)  provider  of  long-distance  tele- 
phone services.  Its  Amex-traded  stock 
began  the  year  at  1%  and  is  now  at 
3%.  Robert  Grossmann,  director  of  re- 
search at  Stratton  Oakmont,  believes 
the  stock  could  double  again  this  year. 

Why?  Grossmann  thinks  Com  Sys- 
tems is  a  likely  buyout  target.  When 
the  company  needed  financing  in  Janu- 
ary, 1990,  to  expand  operations,  Omni- 
Corp  International,  a  Dutch  merchant 
bank,  came  to  its  rescue  by  providing 
$9  million  in  bailout  money.  In  return, 
Com  Systems  issued  4.5  million  pre- 
ferred shares  to  OmniCorp,  convertible 
to  a  57%-  common-stock  stake.  In  early 
March,  1991,  OmniCorp  wanted  to  cash 
out,  so  it  sold  the  holding  to  Atlanta- 
based  Resurgens  Communications  for 
$30  million. 

The  deal  sent  the  shares  of  both 
Com  Systems  and  Resurgens  flying. 
Resurgens  jumped  from  $4  a  share  to 
$7.  But  Com  Systems  is  still  the  stock 
to  buy,  says  Grossmann,  who  figures 
it's  worth  $6  to  $7  a  share.  He  believes 


that  when  the  deal,  which  must  be  ap- 
proved by  state  regulatory  agencies 
and  the  directors  of  both  companies,  is 
completed,  Resurgens  will  offer  to  buy 
the  rest  of  Com  Systems  at  a  premium. 
Bob  Bolen,  who  tracks  Resurgens  at 
J.  C.  Bradford,  also  thinks  Resurgens 
will  want  Com  Systems  because  it 
would  enhance  Resurgens'  operations. 

"The  fit  is  excellent,"  says  Gross- 
mann. Com  Systems  provides  direct- 
dial  and  operator-assisted  calls  to  resi- 
dential and  commercial  customers, 
including  hotels  and  hospitals  in  a 
number  of  Western  states.  Resurgens 
transmits  operator-assisted  long-dis- 
tance calls  from  multiphone  facilities 
largely  in  Texas  and  Tennessee. 


CLEVELAND-CLIFFS 
AT  THE  PRECIPICE 


Cleveland-Cliffs  Chairman  M. 
Thomas  Moore  stirred  up  a  hor- 
nets' nest  when  he  decided  to 
pick  a  fight  with  Tiger  Management 
with  no  apparent  provocation.  Tiger  is 
the  company's  largest  shareholder, 
controlling  nearly  10%?  of  the  stock. 

On  Mar.  25,  Moore  surprised  every- 
one by  backing  out  of  an  agreement 
with  Tiger  announced  only  four  days 
earlier  to  expand  Cleveland-Cliffs' 
board  from  12  members  to  15.  The 
board  would  have  included  five  new 
directors  acceptable  to  Tiger.  Moore's 
explanation  was  that  Tiger's  agenda  is 
contrary  to  the  interests  of  Cleveland- 
Cliffs  and  its  shareholders. 

But  several  Cleveland-Cliffs  holders 
with  stakes  of  over  5%  are  livid.  They 
say  they  will  support  Tiger  if  it  wages 
a  proxy  fight.  One  of  them  is  Don  Ken- 
nedy, president  of  money-management 
firm  D.  S.  Kennedy,  who  owns  over 
9%>.  "I  was  delighted  when  the  compa- 
ny said  it  was  going  to  expand  the 
board,"  he  says.  "It  would  have 
brought  in  needed  vitality." 

Tiger,  led  by  highly  respected  invest- 
ment pro  Julian  Robertson,  wouldn't 
say  what  its  next  move  will  be,  but  it's 
talking  with  other  big  stakeholders.  A 
Tiger  spokesperson  says  Moore's 
about-face  was  "a  perfect  example  of  a 
large  corporation  using  shareholder 
funds  to  fight  shareholder  interests." 

The  upheaval  may  well  put  Cleve- 
land-Cliffs into  play.  Any  group  inter- 
ested in  buying  the  company,  a  major 
iron-ore  processor  that  manages  seven 
mines  in  North  America,  would  find  an 
ally  in  Tiger  and  other  disappointed 
shareholders.  The  stock,  now  at  30,  is 
no  higher  than  it  was  back  in  1981. 
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I  1991  IBM  Corp  IBM  and  AS/400  are  registered  trademarks  of  IBtvji 


Your  logical  next  step... 

is  to  get  ready-to-run  software  created  for  your  kind  of  business 


is  to  organize  all  your  company's  data  in  a  central  place 
is  to  build  an  easy-to-use  system  that  can  grow  as  you  grow 
is  to  enhance  the  value  of  your  existing  PCs 

i 

is  to  control  your  total  cost  of  computer  system  ownership 
is  to  choose  a  system  that's  renowned  for  quality  and  support 


...is  an  IBM  AS/400: 


)evelopments  to  Watc 


ITED  BY  ROBERT  BUDERI 

[ILL  COUNTERFEIT  BUCKS 
rOP  HERE? 


Ulysses  S.  Grant  is 
getting  new  threads. 
So  are  Ben  Franklin  and 
most  other  Presidents 
whose  faces  adorn  paper 
money.  To  foil  counter- 
feiters, the  Bureau  of  En- 
graving &  Printing  will 
soon  print  bills  threaded 
with  metallized  plastic 
strips.  Each  strip,  clearly 
visible  near  the  Federal 
Reserve  Board  seal,  will 
bear  an  imprint  of  the 
bill's  denomination. 
The  alteration — the  first  in  U.  S.  paper  currency  since 
57 — is  meant  to  stop  such  practices  as  bleaching  out  the 
inting  on  $1  bills,  then  reproducing  them  with  higher  values 
color  copiers.  The  thread  won't  reproduce,  the  bureau  says, 
iither  will  the  words  "The  United  States  of  America,"  which 
11  be  stamped  in  microprinting  around  the  portrait. 
Crane  &  Co.  in  Dalton,  Mass.,  has  won  a  $66.3  million  supply 
ntract  and  will  deliver  the  tamper-proof  paper  initially  for 
0  and  $100  bills — which  may  make  it  into  wallets  by  sum- 
n\  Eventually,  $5,  $10,  and  $20  bills  will  also  get  new 
reads.  Only  George  Washington  will  be  left  out.  But  if  evil- 
ers  bleach  $1  bills,  they  can't  turn  them  into  anything  else. 


ROTEIN  'GLUE'  MAY  BRING  JOY 
0  CHILDLESS  COUPLES 


Jor  the  thousands  of  hopeful  couples  who  try  in  vitro 
fertilization  each  year,  the  procedure's  85'  '  failure  rate  can 
emotionally  and  financially  devastating.  Although  it's  fairly 
sy  to  retrieve  and  fertilize  an  egg,  problems  begin  once  it's 
iced  in  the  womb.  There,  the  so-called  conceptus  often  fails 
attach  to  the  uterine  wall.  Now,  obstetrician  Ronald  F. 
anberg  and  pathologist  Harvey  J.  Kliman,  both  of  the  Uni- 
rsity  of  Pennsylvania,  have  discovered  a  "glue"  protein  that 
ay  be  the  missing  link. 

The  doctors  found  the  protein,  which  is  produced  by  tropho- 
asts,  the  main  cell  that  makes  up  the  placenta,  in  the  junc- 
>n  between  the  uterus  and  placenta  in  pregnant  women, 
ley  believe  that  the  protein  facilitates  the  attachment  of  the 
rtilized  egg  to  the  uterus — a  process  known  as  implantation 
at  is  key  to  the  success  of  in  vitro  fertilization. 
The  researchers  are  now  striving  to  isolate  the  glue  gene 
om  trophoblasts  and  produce  a  recombinant  protein  for  use 
a  drug.  They  are  working  with  Ares-Serono,  a  Geneva- 
ised  leader  in  fertility  products,  to  develop  such  a  product. 


WILDCATTER  COULD  REALLY 
EARN  TO  LOVE  THIS  TUBING 


Prospecting  for  oil  takes  big  bucks,  but  the  costs  don't 
lighten  up  once  drilling  begins.  The  steel  tubing  inside 
ells  alone  can  run  into  millions.  Not  that  oil  companies  have 
any  choices:  They  can  buy  carbon-steel  tubing,  which  must 
:  replaced  once  a  year  or  so,  or  they  can  choose  stainless- 
eel  piping,  which  should  last  for  a  well's  productive  life  but 


costs  an  arm  and  a  leg.  Another  option  may  soon  be  available, 
however:  A  Chicago  startup  called  Inductametals  Corp.  says  it 
has  developed  a  metal  coating  that  ensures  long-lasting  tubing 
for  one-third  the  cost  of  stainless  steel. 

So  far,  Inductametals  has  gained  the  attention  of  U.  S.  Steel, 
which  is  interested  in  making  the  tubing,  and  at  least  one 
major  oil  company.  Both  are  testing  the  patented  process  in 
which  a  thin  stainless-steel  coating  is  applied  to  carbon-steel 
tubing.  Early  results  seem  promising.  An  executive  at  the  oil 
company  reports  no  wear  "whatsoever"  after  a  hot  salt  solu- 
tion was  pumped  through  tubing  for  5,000  hours. 

Inductametals  President  Philip  Bernstein  Jr.  says  other  coat- 
ings don't  offer  this  durability.  And  he  is  confident  that  his 
process  can  be  geared  up  for  mass  production  and  extended  to 
other  industries  that  require  durable  piping. 


'SHE'S  REAL  FINE, 

MY  GRAPHITE-IRON  409' 


Lowly,  low-tech  iron  is  shaping  up  nicely  for  the  21st  centu- 
ry, thank  you.  SinterCast  Inc.  in  Auburn  Hills,  Mich.,  has 
come  up  with  an  iron-casting  process  that  can  slash  the  weight 
of  items  such  as  engine  blocks  by  up  to  359?  and  cut  the  cost 
by  10'/' — yet  still  allow  them  to  keep  their  strength. 

The  secret  is  compacted  graphite  iron,  whose  worm-like 
crystal  structure  makes  it  twice  as  strong  as  run-of-the-mill 
"gray"  iron.  Compacted  graphite  has  been  around  for  years, 
but  foundries  have  been  unable  to  produce  it  consistently. 
That's  mostly  because  the  raw  material — scrap  metal — con- 
tains impurities  such  as  magnesium  and  titanium. 

Now,  Swedish  metallurgist  and  SinterCast  director  Lennart 
Backerud  has  perfected  a  computerized  system  for  measuring 
and  regulating  these  impurities  and  other  constituents  of  mol- 
ten iron  so  it  will  unfailingly  cool  to  form  compacted  graphite. 
Several  U.  S.  auto  makers  are  now  evaluating  the  process. 
SinterCast  hopes  to  charge  foundries  royalties  of  up  t<>  20'., 
depending  on  a  desired  item's  size  and  complexity. 


A  COMPUTERIZED  STETHOSCOPE 
FOR  YOUR  CAR 


Your  car  sputters  and 
spits  at  every  turn, 
but  when  you  roll  into  the 
repair  shop,  it  purrs  like  a 
kitten — and  the  mechanic 
pegs  you  for  an  auto  hy- 
pochondriac. Sound  famil- 
iar? It  won't  for  long. 
Hewlett-Packard  Co.  now 
offers  a  service-bay  diag- 
nostic system  (SBi>si  for 
Ford  cars  that  will  track 
fickle  electrical  problems. 

Using  the  brains  of 
HP's  Vectra  PC,  the  ski  is 
is  hooked  to  a  car  and  surveys  computer  chips  built  into  every 
Ford.  If  this  doesn't  spot  the  culprit,  a  mechanic  can  hand  over 
a  5-pound  recorder.  When  the  problem  appears,  the  driver 
pushes  a  button  and  the  machine  begins  collecting  data.  The 
incident  duly  logged,  the  driver  returns  to  the  mechanic,  who 
attaches  the  recorder  to  the  sbds  to  pinpoint  the  glitch. 

On  Mar.  20,  HP  announced  a  $03  million  deal  with  Ford 
Motor  Co.  to  deliver  2,000  sbds  systems  by  1993.  It  seems 
mechanics,  too,  are  frustrated  by  untraceable  complaints.  HP 
says  dealer  response  is  nearly  double  what  it  expected. 
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TECHNOLOGY  I 


THE  'DIRTY  POWER'  CLOGGING 
INDUSTRY'S  PIPELINE 


Spikes,  sags,  and  outages  cost  $26  billion  a  year  in  downtime 


General  Motors  Corp.  couldn't  fig- 
ure out  why  the  computer  run- 
ning its  minivan  assembly  line  in 
Baltimore  kept  shutting  down.  But  when 
it  did,  the  factory  would  grind  to  a  halt 
for  hours.  After  months  of  detective 
work,  engineers  found  the  culprit:  the 
local  utility's  old  underground  wiring. 
When  new  robots  on  the  assembly  line 
kicked  in,  the  power  drain  caused  volt- 
age spikes  and  outages  that  shut  the 
computer  down.  A  backup  generator 
solved  the  worst  problems,  but  a  perma- 
nent fix  would  cost  millions.  "We're 
groping  for  answers" 
to  avoid  such  troubles 
all  through  GM,  says 
engineer  Ronald  A. 
Smith. 

So  are  lots  of  other 
companies.  Nowadays, 
tiny  power  distur- 
bances can  generate 
big  headaches.  Power 
surges,  sags,  and  out- 
ages, often  less  than  a 
millisecond  long,  are 
nothing  new,  but  they 
rarely  fazed  older 
equipment.  Delicate 
computer  chips  with 
microscopic  wiring  are 
more  susceptible.  The 
results  are  burned-out 
equipment,  scrambled 
data,  and  lost  revenue. 

In  fact,  problems 
from  "dirty  power" 
are  short-circuiting 
some  of  the  efficiencies  automation 
promised.  A  blackout  can  cost  manufac- 
turers up  to  $500,000  an  hour.  Formerly 
low-tech  warehouses  and  offices  are  vul- 
nerable, too,  now  that  they  rely  on  com- 
puters. Power-related  problems  cost 
U.  S.  companies  $26  billion  a  year  in  lost 
time  and  revenue,  estimates  Palo  Alto 
(Calif.)  consultant  Jane  M.  Clemmensen. 
voltergeists.  Power  glitches  can  be 
maddeningly  elusive.  Often,  they're 
caused  not  by  storms,  fires,  or  earth- 
quakes, but  by  sources  so  obscure  that 
Tandem  Computers  Inc.  calls  its  power- 
quality  engineers  "ghostbusters."  Nor- 
mal utility  load-switching  operations  that 


don't  affect  lighting  or  older  machinery 
can  send  computers  down  if  they're  not 
specially  protected.  Industrial  welding 
machines  draw  enough  current  to  cripple 
personal  computers  a  block  away. 

Most  of  the  time,  experts  say,  compa- 
nies create  their  own  problems.  In  1986, 
new  welding  robots  in  Ford  Motor  Co.'s 
Chicago  assembly  plant  created  voltage 
spikes  that  burned  out  their  own  circuit- 
ry. Until  Ford  installed  surge  protectors, 
this  electronic  hara-kiri  cost  $250,000  a 
month.  Faulty  wiring  is  more  common — 
and  just  as  hard  to  find.  At  Master  Cir- 


cuits Inc.,  a  Kokomo  (Ind.)  printed-cir- 
cuit-board  maker,  a  plating  machine's 
voltage  spikes,  just  a  few  millionths  of  a 
second  long,  blew  out  the  company's 
waste-treatment  system.  The  culprit:  a 
hidden  power  line  connecting  the  two. 

Unfortunately,  solutions  can  create 
new  trouble.  Improved  power  supplies 
for  computers  and  other  equipment  ex- 
tract more  current  from  the  socket,  but 
they  also  cause  interference.  So  do  ener- 
gy-saving variable-speed  motors  in  new 
washing  machines.  "The  better  the 
equipment  is,  the  more  sensitive  it  is," 
says  John  Mungenast,  editor  of  Power 
Quality  magazine  and  a  former  Gener- 


al Electric  Co.  instrument  designer 
Some  electronics  manufacturers  an 
trying  to  make  sure  the  problem  doesn' 
get  worse.  Emerson  Electric  Co.,  whicl 
makes  battery-backed  uninterruptible 
power  supplies  to  keep  large  computer 
running  during  outages,  is  finding  nev 
markets  in  protecting  desktop  machines 
Typically,  such  protection  devices  ad 
10''  to  the  price  of  installing  electrica 
gear.  Clemmensen  says  the  $2.2  billio 
U.  S.  market  for  such  power-qualitj 
equipment  is  growing  by  229^  a  year 

Meanwhile,  chipmakers  are  focusing 
on  building  in  protection  at  the  micro 
scopic  level.  Micro  Linear  Corp.  in  Sar 
Jose,  Calif.,  sells  a  chip  that  smoothes 
out  current  to  let  computer  workstations 
draw  more  power  without  overloading 
the  line.  Moreover,  it  stops  the  power 
supply  from  sending  harmful  impulses 
onto  the  line.  Ixys  Corp.  of  San  Jose  also 
has  a  new  current-regulating  chip. 

After  years  of  virtually  ignoring  the 
problem,  -many  utilitites  have  started 
power-quality  programs.  The  Electric 
Power  Research  Insti 
tute  in  Palo  Alto 
spending  $2  million 
year  on  programs  such 
as  studying  whether 
utilities  should  offer 
higher-priced  "clean 
power  for  those  who 
want  it. 

blinkers.  That's  part- 
ly in  self-defense.  Pa- 
cific Gas  &  Electric  Co. 
began  a  power-quality 
program  four  years 
ago  in  California  after 
a  company  whose  com- 
puter center  kept  shut- 
ting down  built  a  co- 
generation  plant  to 
replace  utility  power. 
Utilities  also  serve 
more  customers  that 
have  moved  to  the 
edges  of  metropolitan 
areas,  beyond  the  tra- 
ditional and  more  reliable  power  grid. 
Georgia  Power  Co.,  for  example,  pro- 
vided an  uninterruptible  power  supply 
when  Confederation  Life  Insurance  Co. 
moved  to  a  new  building  on  the  outskirts 
of  Atlanta. 

There's  another  reason  utilities  have 
begun  to  make  this  a  higher  priority. 
Executives  are  getting  tired  of  hearing 
from  irate  customers.  "The  real  push 
comes  from  the  blinking  VCR  machines," 
says  Frank  Young,  director  of  EPRl's 
electrical  systems  division.  "It's  the  little 
old  lady  who  comes  back  from  shopping 
and  finds  she  missed  her  soap  opera." 

By  Robert  D.  Hof  in  San  Francisco 
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nformation  Processing 


IMPUTER  SERVICES  I 


rVHY  'SYSTEMS  INTEGRATION' 
SOUNDS  LIKE  POETRY  TO  IBM 


Vith  hardware  sales  leveling  off,  services  are  vital  to  profits 


In  years  past,  "services"  was  a  sub- 
ject that  tended  to  induce  narcolepsy 
among  managers  of  computer  com- 
mies. Nobody  cared  much,  especially 
hen  some  speedy  hardware  gizmo  was 
;tting  new  records.  But  now,  all  that 
is  changed.  Corporations,  hard-pressed 
i  cut  costs  and  gain  com- 
;titive  advantages,  are 
iring  outsiders  to  handle 
jrt  or  even  all  of  their 
ata  processing — from 
riting  software  and  fix- 
g  broken  PCs  to  running 
itire  data  centers.  And 
5  growth  in  hardware 
?venue  and  profit  slows, 
jmputer  makers  are 
irning  to  services  as  the 
olden  egg. 

No  computer  maker  is 
lore  intent  on  getting  a 
aost  from  services  than 
iU.  Indeed,  Big  Blue 
lys  its  goal  is  to  garner 
)%  of  its  revenues  by  the 
ear  2000  from  selling 
jftware  and  services, 
hat  could  fatten  its  prof- 
margins.  More  impor- 
int,  the  push  would  help 
laintain  its  influence 
ith  customers  even  as 
ley  switch  to  commodity-like  hardware, 
specially  desktop  computers. 
IBM  is  already  a  giant  in  software  and 
srvices.  Together,  they  contributed  $23 
illion  of  its  $69  billion  in  revenues  in 
390.  But  while  software  revenues  grew 
•om  10%  of  sales  in  1986  to  14%  last 
ear,  the  services  portion  shrank — from 
7%  to  16%.  Much  of  that  decline  can  be 
xplained  by  a  slide — now  halted — in 
iM's  hardware-maintenance  business, 
'hich  accounts  for  68%  of  the  total  ser- 
ices  figure. 

OWBALL  prices.  The  rest  reflects  how 
ifficult  it  has  been  for  IBM  to  compete 
ar  service  business  against  such  compa- 
ies  as  Electronic  Data  Systems  and 
mdersen  Consulting.  Says  Bonnie  Dig- 
ius,  an  analyst  at  consultants  Gartner 
rroup  Inc.:  "IBM  is  still  trying  to  find 
ne  right  equation."  Indeed,  Digrius 
ees  IBM's  worldwide  share  of  the  heated 


systems-integration  business,  in  which 
suppliers  design,  build,  and  install  com- 
plex information  systems,  actually  fall- 
ing between  now  and  1995 — from  27%' 
to  23%  (table).  Why?  Even  though  the 
market  is  growing  19%  a  year,  more 
and  more  competitors  are  vying  for  busi- 


ness, often  by  quoting  lowball  prices. 

IBM  has  one  big  handicap  in  the  com- 
mercial systems-integration  arena:  De- 
spite years  of  experience,  most  of  its 
jobs  have  been  in  the  federal  market, 
where  contracts  run  longer  and  usually 
aren't  fixed-price,  says  Doug  Wilder, 
manager  of  the  systems-integration  pro- 
gram at  Input,  a  Mountain  View  (Calif.) 
market   researcher.  IBM  is   trying  to 


A  SHRINKING  LEAD? 


1990 

1995* 

IBM 

27% 

23% 

ANDERSEN  CONSULTING 

6 

10 

ELECTRONIC  DATA  SYSTEMS 

8 

10 

DIGITAL  EQUIPMENT 

5 

9 

Percent  share  of  systems-integration  market  revenues, 

including  hardware  and  software  products 

*Estimates  DATA:  GARTNER  GROUP  INC 


match  its  more  nimble  rivals  but  re- 
mains a  "huge  battleship"  that  can't 
quickly  turn  itself  around  and  reorient 
its  marketing  efforts  to  push  a  complex 
array  of  services  instead  of  just  the  lat- 
est hardware,  says  Digrius. 

But  IBM  is  breaking  traditions  and 
taboos  to  succeed.  For  instance,  it  has 
just  formed  a  50-50  joint  venture  with 
accounting  giant  and  frequent  systems- 
integration  competitor  Coopers  &  Ly- 
brand.  Their  new  Meritus  Consulting 
Services  will  provide  management  con- 
sulting to  selected  industries.  The  joint 
venture  is  also  intended  to  give  IBM 
the  type  of  consulting  expertise  that 
helps  Andersen  Consulting  and  others 
become  long-term  advisers  to  customers. 
Those  connections  often  are  key  to 
winning  lucrative  sys- 
tems-integration deals. 

At  the  same  time  IBM 
formed  Meritus,  it  made 
the  rare  move  of  hiring 
an  outsider,  Robert 
Howe,  formerly  of  Booz- 
Allen  Hamilton  Inc.,  to 
guide  the  company  into 
the  consulting  business. 
Howe  was  signed  on,  ac- 
cording to  M.  Bernard 
Puckett,  vice-president  in 
charge  of  IBM's  Applica- 
tions Solutions  unit,  be- 
cause "our  instincts  are 
not  always  the  best" 
when  IBM  enters  such  un- 
familiar territory. 
redrawn  map.  IBM  made 
an  even  more  unusual 
move  on  Mar.  26  when  it 
announced  that  it  would 
work  with  archrival 
American  Telephone  & 
Telegraph  Co.  to  make 
their  respective  mainframes  and  net- 
work management  systems  work  better 
together.  That  should  help  both  compa- 
nies win  "outsourcing"  deals,  ones  in 
which  a  company  takes  over  and  runs  a 
customer's  entire  data  processing  de- 
partment or  network.  The  arrangement 
will  also  strengthen  IBM's  hand  against 
Electronic  Data  Systems  (EDS),  the  Gen- 
eral Motors  Corp.  unit  that  practically 
invented  commercial  outsourcing  and, 
with  50%  market  share,  still  dominates 
it.  IBM  now  has  just  6%  of  that  business, 
but  Digrius  projects  that  it  will  edge  up 
to  7%  by  1995,  while  EDS's  share  will  fall 
to  28%. 

IBM  has  even  reorganized  its  sales 
force  to  push  services.  Last  November, 
it  carved  up  the  U.  S.  into  64  geographi- 
cal and  industry-oriented  trading  areas. 
Each  has  authority  to  create  customized 
bundles  of  services  and  products.  The 
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What  are  we  going  to  do  with  your 
extra  robots,  Fenton0 


Maybe  a  small  college  football  team 
needs  a  new  front  line! 


CALL  K3L  IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

-  Will  take  your  donated  material  and  use  it  to  generate 
scholarships  for  needy,  deserving  students.  Donations  could  mean 
an  above  cost  tax  deduction  -  IRS  Reg. 170(e)(3).  Scholarships  are 
given  in  the  donating  corporation's  name. 


educational  tuMiann  Ltd.  - 

P  O  BOX  3021  •  GLEN  ELLYN.  ILLINOIS  60138 


For  More  Details 
Call  708-690-0010 
Peter  Roskam 
Executive  Director 
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corporate  division  that  previously  sd 
nationwide  service  prices  and  term: 
has  been  dissolved.  Now.  the  compan; 
also  gives  equal  sales-quota  weight  t< 
service  and  product  revenues. 

Winning  in  serv  ices  is  critical  to  IBM' 
future  success,  observers  agree.  Say 
Melvyn  E.  Bergstein.  senior  vice-presi 
dent  at  Computer  Sciences  Corp.  an( 
head  of  its  commercial  systems-integra 
tion  arm:  "IBM  really  understand 
they're  playing  a  survival  game  on 
a  world  stage  against  real  power  play 
ers.  It  has  to  be  preemptive."  The  nami 
of  the  game,   rivals  say.  is  accoun 
control — making  sure  customers  sticl 
with  IBM  gear.  Firming  up  account  con 
trol  is  all  the  more  important  in  today's 
market,  where  standardized  software 
is  making  it  easier  for  customers  tc 
switch  suppliers.  By  shifting  the  empha 
sis   to   services.   Bergstein   says.  IBM 
can  block  the  inroads  of  such  large 
Japanese  rivals  as  Hitachi.  Fujitsu,  anc 
N'EC.  Their  strength  is  in  making  hard 
ware,  not  in  designing  systems  to  solve 
specific  business  problems.  Further 
more,  they  are  not  organized  to  provide  — 
services  such  as  outsourcing,  particular 
ly  in  the  U.  S. 

do  or  die.  IBM  stands  to  gain  again 
domestic  rivals,  too.  The  more  data 
centers  that  the  company  runs  as  an 
outsourcer.  the  smaller  the  available 
market  it  leaves  for  makers  of  IBM-com- 
patible mainframe  gear  such  as  Amdahl 
Corp.  and  Storage  Technology  Corp. 
And  the  earlier  IBM  is  brought  in  to 
consult  on  a  large  computer  project, 
the  more  it  can  influence  product 
choices. 

Predictably.  IBM's  do-or-die  push  into 
services  is  upsetting  some  rivals.  Sys- 
tems integration  and  outsourcing  pit 
it  against  some  of  its  own  best  custom 
ers,  including  EDS.  Computer  Sciences, 
and  Andersen  Consulting.  Darwin  Dea- 
son.  chairman  of  Affiliated  Computer 
Systems  Inc..  a  Dallas  outsourcing  com- 
pany, says  he  has  complained  to  the  Jus- 
tice Dept.  that  IBM  is  "breaking  the 
law"  by  offering  outsourcing  services 
under  the  IBM  name.  He  says  that  a  1956 
consent  decree,  which  IBM  signed  to  set- 
tle an  antitrust  suit,  calls  for  IBM  to  of- 
fer such  services  only  at  arm's  length 

!  through  a  subsidiary-.  Dawson  also  ac- 
cuses IBM  of  winning  outsourcing  deals 
by  quoting  prices  40''  below  cost.  IBM 

I  says  it  is  not  violating  any  laws  or 
agreements. 

IBM  has  a  long  way  to  go  in  systems 
integration  and  outsourcing.  But  as 
Computer  Sciences'  Bergstein  says:  "IBM 

I  can  afford  to  make  mistakes  because  it 
has  tremendous  cash  flow.  Xow's  the 
time  to  experiment."  If  the  experiments 
succeed,  services  will  generate  profits 
that  are  anything  but  boring. 

By  John  W.  Verity  in  Xew  York 
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WAGING  LONG-DISTANCE  WARS 
:ROM  THE  BACK  OFFICE 


.dvanced  automation  has  MCI  racing  ahead  with  new  services 


In  1986,  the  year  their  company  lost 
$448  million,  the  senior  executives  of 
MCI  Communications  Corp.  decided  to 
D  on  a  spending  binge.  That  was  daring 
troubled  times.  Even  more  daring,  the 
oney  went  for  mundane  back-office 
>mputer  systems.  But  that  investment 
really  paying  off.  By  spending  an  esti- 
ated  $300  million  to  replace  its  creaky 
>mputer  systems  with  some  of  the 
ost  advanced  in  the  industry,  MCI  is 
}le  to  offer  services  that  other  carriers 
in't  easily  match.  Computers  made  it 


er  a  variety  of  billing  and  customer-ser- 
vice systems,  many  dating  from  before 
the  1984  breakup  of  the  Bell  System. 
And  U.  S.  Sprint  Communications  Co.  is 
rolling  out  a  state-of-the-art  billing  sys- 
tem to  replace  the  trouble-plagued  one 
that  emerged  from  the  1986  merger  of 
the  long-distance  operations  of  GTE  Corp. 
and  United  Telecommunications  Inc. 

Increasingly,  the  contest  for  phone 
business  boils  down  to  providing  more 
than  plain-vanilla  phone  service.  Custom- 
ers are  demanding  special  features  such 


HOW  THE  BIG  THREE 
TRY  FOR  AN  EDGE 
WITH  COMPUTERS 

Spending  heavily  to  pull 
■nsi  together  a  hodgepodge 
of  old  computerized  billing  sys- 
tems, many  from  before  the  Bell 
System  breakup  in  1984 

Beefed-up  computer  sys- 
HHifi  terns  permit  innovative 
residential  calling  services,  such 
as  the  new  Friends  &  Family 
plan,  which  offers  20%  discounts 
on  calls  to  preselected  parties 

I  New  billing  sys- 
I  tern  is  a  vast  im- 
provement, but  the  version  for 
large  customers  has  been  repeat- 
edly postponed 


U.S.  SPRINT 


UCCO:  NEW  HARDWARE— AND  CLEVER  MARKETING 


ossible,  for  example,  for  MCI  to  offer 
ig-company  billing  services  to  smaller 
usinesses,  as  well  as  a  consumer  dis- 
3unt  plan  called  Friends  &  Family, 
lunched  on  Mar.  18.  So  extensive  is  the 
lodernization  that  James  L.  Zucco  Jr., 
anior  vice-president  for  systems  engi- 
eering,  describes  MCl's  phone  network 
s  one  big  "computer  with  long  wires." 
MCI  is  in  the  thick  of  a  new  long-dis- 
mce  battle  that  isn't  being  fought  with 
iber  optics  or  high-tech  phone  switches, 
'his  is  a  marketing  battle  that  centers 
n  clever  use  of  computer  systems  to 
rum  up  business.  American  Telephone 
i  Telegraph  Co.  is  gearing  up  for  the 
ight  by  spending  heavily  to  knit  togeth- 


as  four-digit  speed-dialing  for  intracom- 
pany  long-distance  calls,  which  used  to 
be  available  only  over  private  networks 
of  leased  circuits.  They  also  want  tai- 
lored bills  that  pull  together  charges 
from  all  company  locations.  Carriers 
that  can't  meet  those  demands  will  lose 
business,  says  Alan  A.  Burgess,  an  ana- 
lyst with  Andersen  Consulting.  Says 
Dennis  Murphy,  Time  Warner  Inc.'s  di- 
rector of  telecommunications  and  a  big 
MCI  customer:  "Billing  is  a  key  factor  in 
selecting  a  carrier." 

Computers  are  the  cornerstone  of  new 
services  such  as  MCl's  Friends  &  Family, 
which  gives  residential  customers  20% 
discounts  on  calls  made  to  as  many  as  a 


dozen  preselected  locations — as  long  as 
the  folks  being  called  are  also  MCI  cus- 
tomers. The  program's  genius  is  that  it 
gives  MCI  customers  a  strong  incentive 
to  recruit  new  subscribers. 
SOUNDS  SIMPLE.  The  technology  behind 
Friends  &  Family  isn't  ground-breaking: 
It  comes  from  MCl's  having  a  single  data 
base  listing  all  its  customers.  After  pre- 
paring a  customer's  bill,  the  computers 
check  to  see  which  calls  are  made  to  the 
preselected  locations  and  thus  qualify 
for  discounts.  Then,  the  bills  are  sent  to 
the  local  phone  companies,  which  print 
and  mail  them.  Sounds  simple.  But  it 
can't  be  done  by  AT&T,  because  its  resi- 
dential bills  are  not  only  printed  by  the 
local  phone  companies  but  calculated  by 
them  as  well.  AT&T's  closest  offering  is 
SelectSaver,  which  discounts  calls  made 
to  certain  area  codes. 

U.  S.  Sprint  probably  could  duplicate 
Friends  &  Family  by  tweaking  its  new 
Invoice  Processing  System,  which  serves 
small  and  midsize  customers,  says  Dan- 
ny Briere,  president  of  Tele-Choice 
Inc.,  a  consulting  firm  in  Montclair, 
N.J.  But  Briere  says  that  Sprint's 
first  priority  is  to  finish  a  long-de- 
layed version  of  that  billing  system 
for  its  biggest  customers.  George 
Fuciu,  Sprint's  senior  vice-president 
for  program  management,  says 
Sprint  sees  no  big  demand  for  a 
program  such  as  Friends  &  Family 
in  any  case. 

Of  course,  creative  billing  isn't 
the  only  factor  in  carrier  selection. 
Kroger  Co.,  the  Cincinnati-based 
supermarket  chain,  picked  Sprint 
for  its  voice  traffic  because  the  car- 
rier's all-digital  network  could  easi- 
ly handle  data  if  the  regular  data 
lines  failed,  says  Jeffrey  Wilson, 
communications  technology  super- 
visor. MCl's  network  won't  be  fully 
digital  until  the  end  of  this  year. 

And  don't  count  out  AT&T.  Earl 
Vogt,  vice-president  and  manager 
of  telecommunications  for  U.  S. 
Bancorp  in  Portland,  Ore.,  says  he 
picked  AT&T  as  his  main  carrier  because 
he  trusts  it  to  take  care  of  his  needs. 
Says  Vogt:  "Sprint  and  MCI  may  have 
cleaner  software,  but  AT&T  will  throw 
people  at  a  problem  and  get  it  solved." 

So  MCI  hardly  has  it  made.  Still,  its 
executives  are  glad  they  decided  in  the 
dark  days  of  1986  to  invest  in  computer- 
ization. Says  Chairman  William  G. 
McGowan:  "To  survive  and  especially  to 
thrive  in  this  industry,  you've  got  to  be 
completely  automated."  Mundane  it  may 
be,  but  back-office  computing  is  shaping 
up  as  a  key  competitive  issue  for  long- 
distance companies  in  the  1990s. 

By  Peter  Coy  in  New  York,  with  Mark 
Lewyn  in  Washington 
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COMPUTERS  I 


THE  YEARLONG  TREK 
TO  AT&T'S  SAFARI 


Will  smart  design  crack  a  market  of  look-alike  laptops: 


On  Apr.  11,  1990,  Donald  Genaro, 
a  senior  partner  at  Henry  Drey- 
fus Associates,  got  a  surprise 
phone  call  from  one  of  the  firm's  biggest 
clients,  American  Telephone  &  Tele- 
graph Co.  "Clear  the  decks.  We're  going 
to  proceed  with  the  laptop  project,"  said 
Edward  Cote  at  AT&T's  Data  Systems 
Group.  After  four  years  of  false  starts, 
ill-fated  foreign  partnerships,  and  chas- 
ing ever-changing  computer  technology, 
AT&T  was  finally  committing  itself  to  the 
hot  laptop  market.  It  would  build  the 
Safari,  a  slim,  7-pound  notebook  comput- 
er powered  by  an  Intel  80386  microchip. 

Even  then,  at&t  realized  that  by  the 
time  its  machine  was  ready,  such  note- 
book PCs  would  be  commonplace.  To- 
shiba, NEC,  Compaq,  and  other  laptop 
market  leaders  were  working  on  80386- 
based  notebooks  for  fall  1990  introduc- 
tions, and  clonemakers  from  Taiwan  to 
Texas  would  soon  follow.  IBM,  a  perenni- 
al loser  in  portable  PCs,  was  hard  at 
work  on  a  80386-based  laptop,  which  fi- 
nally hit  the  market  this  March. 
terrible  sameness.'  So  from  the  start, 
AT&T  knew  that  the  Safari  would  need 
something  special  to  stand  out  in  what 
was  likely  to  be  a  commodity  market. 
Indeed,  instead  of  designing  and  build- 
ing the  guts  of  its  laptop,  AT&T  had  al- 
ready turned  the  job  over  to  Marubeni 
Corp.,  a  huge  Japanese  trading  compa- 
ny, which  in  turn  had  hired  Matsushita 
Electric  Industrial  Co.  to  produce  the  PC. 
By  the  time  Dreyfus  got  the  call  last 
April  to  design  the  laptop,  AT&T's  Cote 
had  been  named  vice-president  and  gen- 
eral manager  of  Safari  Systems,  a  joint 
venture  between  AT&T  and  Marubeni. 

To  make  the  Safari  special,  AT&T 
probed  its  target  market — companies 
with  big  sales  and  service  forces  in  need 
of  portable  computers  and  networking 
capability.  "We  had  nondisclosure  meet- 
ings with  about  50  corporate  custom- 
ers," says  William  McFadden,  director  of 
marketing  and  sales  at  AT&T.  "They 
wanted  three  things:  a  laptop  that  was 
easy  to  use,  that  had  long  battery  life, 
and  that  looked  good."  Computer  buyers 
complained  that  laptops  then  on  the  mar- 


ket had  a  "terrible  sameness"  to  them. 

That  gave  Dreyfus  an  idea.  "Our  de- 
sign goal  was  to  make  this  thing  look 
almost  like  very  expensive  luggage,' 
says  Genaro.  "It  was  to  be  something 
you  wore  with  pride,  like  a  Rolex 
watch."  Therefore,  it  was  to  be  per- 
sonal— sleek,  with  rounded  edges  and 
an  expensive-looking  gray  matte  finish. 

Dreyfus  then  designed-in  what  people 
associate  with  "quality."  First,  the  tac- 
tile qualities  were  given  an  upscale  feel. 
A  low,  solid  sound  was  built  into  the 
keyboard.  "We  didn't  want  it  to  sound 
toylike,  like  rattling  Chiclets,"  says  Gen- 
aro. The  hinges  were  made  to  be  tight 
and  precise  so  the  Safari  lid  would  snap 
shut  with  the  same  sound  as  an  expen- 
sive jewelry  box.  "Quality  things  don't 
creak  or  squeak  or  rattle,"  says  Genaro. 

AT&T  wanted  more — a  powerful  visual 
element  to  give  the  Safari  a  distinctive 
look.  Dreyfus  came  up  with  the  idea  of  a 
half-inch-wide  ribbed  bumper  running 
around  the  edge  of  the  machine.  AT&T's 
customers  had  complained  that  some 
laptops  actually  cracked  when  they 
banged  them  around  traveling.  Dreyfus 
designed  a  soft  rubber  bumper  that 
would  strengthen  the  casing  and  absorb 
sudden  jolts.  As  a  bonus,  "the  bumper 
made  the  Safari  appear  even  thinner," 
says  Stephen  Miggels,  an  associate  de- 
signer at  Dreyfus  who  was  in  charge  of 
the  day-to-day  work  on  the  Safari. 

But  there  was  a  problem.  Marubeni 
said  it  couldn't  find  any  company  willing 
to  tool  up  for  the  relatively  small  pro- 
duction run  of  soft  rubber  bumpers  that 
had  the  kind  of  detail  demanded  by 
Dreyfus.  In  the  end,  Dreyfus  and  AT&T 
had  to  settle  for  plastic  bumpers. 

Dreyfus  had  better  luck  getting  Mat- 
sushita to  meet  AT&T's  engineering 
needs.  AT&T  customers  complained  that 
the  on/off  switch  on  the  outside  of  other 
laptops  would  sometimes  flip  on  when 
the  machines  were  dropped  into  brief- 
cases, draining  their  batteries.  The  Mat- 
sushita laptop,  on  which  the  Safari  was 
based,  also  had  the  power  switch  outside 
of  the  case.  Miggels  wanted  it  inside, 
right  above  the  keyboard.  He  even  gave 


the  button  a  cheery  blue  color  and  a 
rounded,  half-jelly-bean  shape.  The 
friendly  design  was  perfect  on  paper. 

Not  so  perfect  in  reality.  When  Mig- 
gels flew  to  Tokyo  to  meet  with  the 
Matsushita  engineering  team,  they  told 
him  they  weren't  sure  they  could  move 
components  on  the  power  supply  board 
to  accommodate  his  design.  "We  went 
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RIBBED  BUMPER  FOR  STRENGTH, 
SHOCK  PROTECTION,  AND  THE 
( OF  THINNESS 

HANDLE  THAT  ALSO  TILTS 
KEYBOARD  FOR  EASIER,  MORE 
iFORTABLE  TYPING 

DEEP,  LUXURIOUS  COLORS  THAT 
SUGGEST  EXPENSIVE  LUGGAGE 

POWER  SWITCH  THAT  IS  INVITING  TO 
USE  AND  EASY  TO  REACH 


LARGE  9V2-INCH  BY  12-INCH 
STANDARD  KEYBOARD 

UNIQUE  DISPLAY  WINDOW 
FOR  FUNCTIONS— ESPECIALLY 
BATTERY  LEVELS 

Q LARGE  10-IN 
ENOUGH  FOR  PRELOADED 
WINDOWS  SOFTWARE 

ri  BUILT-IN  2400-BAUD  MODEM  AND 
U  40-MEGABYTE  HARD  DISK  DRIVE 


ack  and  forth  on  it,"  says  Miggels.  "In 
he  end,  they  found  a  way." 

Miggels  designed  for  manufacturabi- 
ity  as  well  as  beauty.  While  making  Sa- 
ari  pleasing  to  the  eye,  he  also  cut  the 
mmber  of  parts  used.  In  testing  compet- 
ng  products,  Miggels  found  that  most 
iptops  "swallowed"  batteries  through  a 
rap-door  in  the  case.  Miggels  came  up 


with  the  idea  of  making  the  batteries 
part  of  the  case.  One  side  of  each  bat- 
tery is  finished  with  plastic  that  matches 
the  back  casing  of  the  Safari.  That  cuts 
down  on  wasted  space  inside.  "The  idea 
was  to  package  no  air,"  says  Miggels. 
His  design  also  saved  money  on  tooling, 
fasteners,  and  parts — and  made  the  Sa- 
fari a  bit  thinner,  to  1.8  inches. 


Perhaps  the  most  interesting  flash  of 
genius  in  the  Safari's  design  was  a  sec- 
ond small  liquid-crystal  display  window 
on  the  keyboard.  Unusual  among  386 
laptop  PCs,  the  window  gives  feedback 
on  what  the  computer  is  doing. 

Matsushita  first  suggested  the  idea, 
but  AT&T  wasn't  happy  with  its  execu- 
tion. Dreyfus  made  the  concept  work. 
Genaro  and  Miggels  created  a  simple  set 
of  icons  for  the  display  window,  such  as 
an  envelope  to  indicate  when  electronic 
mail  is  flowing  through  the  built-in  mo- 
dem. Although  Matsushita  did  not  come 
up  with  any  technical  breakthroughs  to 
extend  battery  life,  AT&T  says  the  Safa- 
ri's LCD  window  will  help  customers  eke 
out  more  cordless  computing  time.  For 
example,  a  lightning-bolt  icon  signals  if 
batteries  are  about  to  go  completely 
dead.  Two  boxes  labeled  "A"  and  "B" 
for  each  battery  show  when  either  is 
losing  power.  And  a  "plug"  icon  indi- 
cates whether  or  not  the  machine  is 
plugged  into  AC  current. 

Most  unusual  of  all  is  the  owl  icon. 
When  sending  files  to  a  printer  or  to 
another  computer,  the  laptop  can  go  into 
"sleep  mode"  to  save  power.  When  it 
does,  the  owl's  eyes  are  closed.  If  the 
eyes  are  open,  it  is  using  full  power.  For 
an  added  fillip,  Miggels  designed  the  Sa- 
fari so  that  the  display  window  is  visible 
even  when  the  lid  is  closed  and  the  ma- 
chine is  turned  off.  A  quick  glance 
shows  if  a  battery  needs  replacing  be- 
fore a  trip. 

OVERCOMING  FLATNESS.   Miggels  also 

was  clever  when  it  came  to  ergonomics. 
AT&T's  customer  survey  revealed  that 
people  hated  cramped  keyboards.  Their 
fingers  were  forever  hitting  the  wrong 
keys.  They  also  criticized  keyboards  that 
lay  flat  on  a  table,  which  they  said  made 
their  hands  tired.  Luckily,  Matsushita's 
machine  came  with  a  full-sized  9'/2-by-12- 
inch  keyboard,  not  the  typical  SV-j-by-ll 
one.  Miggels  overcame  the  flatness  by 
designing  the  handle  so  that  it  flipped 
under  the  computer,  tilting  the  key- 
board. 

The  final  design  of  the  Safari  was  ap- 
proved on  Aug.  3,  1990,  four  months 
after  Cote  made  the  first  phone  call  to 
Dreyfus.  On  Aug.  8,  a  working  mock-up 
was  delivered  to  AT&T.  In  November,  at 
Comdex,  the  annual  computer  bazaar  in 
Las  Vegas,  AT&T  displayed  the  Safari 
preloaded  with  MS-DOS,  Microsoft  Win- 
dows, and  Tour  Guide,  a  program  for 
first-time  PC  users.  This  final  version 
goes  on  sale  Apr.  10. 

Can  design,  used  as  a  strategic  tool, 
turn  a  latecomer  into  a  winner?  The 
market  is  about  to  let  AT&T  know.  But 
the  company  is  taking  no  chances:  It  set 
the  price  of  the  fully  loaded  Safari  at 
$5,400,  right  below  IBM's  $5,995  laptop, 
announced  on  Mar.  26. 

By  Bruce  Nussbaum  in  New  York 
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NUTRASWEET  TRIES  BEING 
MORE  OF  A  SWEETIE 


Its  patent  expires  soon — so  it's  catering  better  to  clients'  needs 


For  Monsanto's  NutraSweet  division, 
the  Eighties  were  a  feast.  The  soda 
giants  bought  tons  of  NutraSweet 
artificial  sweetener,  while  heavy  adver- 
tising developed  high  consumer  aware- 
ness for  the  NutraSweet  name.  The  re- 
sult was  operating  margins  of  207  on 
sales  that  hit  $933  million  last  year.  Nu- 
traSweet also  seemed  to  have  a  hit  for 
the  Nineties  with  Simplesse,  a  fat  substi- 
tute made  from  egg  whites. 

Now,  the  banquet  is  winding  down. 
NutraSweet  Co.'s  U.  S.  patent  on  aspar- 


had  tiny  1990  sales  of  $12  million.  Nu- 
traSweet won't  comment  on  sales,  but  it 
admits  Simplesse  is  losing  money. 

Still,  Robert  E.  Flynn,  NutraSweet's 
chief  executive  since  June,  says  he's  not 
worried.    Flynn  turned 
around  Fisher  Controls  In- 
ternational,  also   part  of 
Monsanto  Co.,  in  part  by 
major  cost  cuts.  And  in 
February,  he  laid  off  127 
of  NutraSweet's  1,700- 
person  work  force.  He 


FLYNN  WITH  SIMPLE  PLEASURES:  THE  NO-FAT  ICE  CREAM  IS  A  NO-WINNER  SO  FAR 


tame — the  technical  name  for  its  sweet- 
ener— expires  in  1992.  So  rivals  are  pre- 
paring to  invade  the  market  for  artificial 
sweeteners  with  low-priced  aspartame. 
And  marketers  such  as  Johnson  &  John- 
son may  soon  get  regulatory  approval  to 
sell  new,  non-aspartame  sweeteners. 
With  the  pressures  building,  says  C.  Gail 
Greenwald,  a  food  researcher  at  consul- 
tant Arthur  D.  Little  Inc.:  "Aspartame 
will  be  a  commodity  in  10  years." 

To  make  matters  worse,  Simplesse 
hasn't  exactly  taken  off.  Data  from  re- 
searchers Information  Resources  Inc.  in- 
dicate that  NutraSweet's  Simple  Plea- 
sures ice  cream,  made  with  Simplesse, 


eventually  hopes  to  cut  aspartame  pro- 
duction costs  by  as  much  as  607. 

Flynn  is  also  working  to  patch  up  rela- 
tions with  customers,  which  include 
Coca-Cola,  PepsiCo,  and  Kraft.  When 
aspartame's  patent  expiration  was  still 
years  away,  NutraSweet  gained  a  repu- 
tation for  high-handedness  as  customers 
were  told  exactly  how  to  display  the  Nu- 
traSweet logo  on  their  products.  More 
irksome  was  the  stiff  pricing.  "Nutra- 
Sweet got  a  hell  of  a  premium  for  a 
long,  long  time,  and  we  weren't  very 
happy  about  it,"  declares  Gerald  A. 
McGuire,  ceo  of  Pepsi-Cola  General  Bot- 
tlers Inc.  And  at  Simplesse,  users  had 


to  agree  to  80  pages  of  restrictions. 

Flynn  concedes  his  company  was  a  bit 
overaggressive,  but  says  he  is  now 
preaching  the  gospel  of  customer  ser- 
vice. He  adds:  "People  who  don't  under- 
stand will  end  up  as  part  of  the  restruc- 
turing costs."  In  a  major  departure  from 
the  NutraSweet  strategy  of  promoting 
its  name  directly  to  shoppers,  Flynn  has 
pledged  his  $20  million  ad  budget  to  di- 
rect support  of  customers'  products  us- 
ing NutraSweet. 

other  fat  substitutes.  Flynn  is  even 
easing  prices  somewhat.  Anantha  K.  S. 
Raman,  an  analyst  based  in  Parsippany, 
N.J.,  figures  the  price  cuts  will  help 
force  operating  profits  down  7%  this 
year,  to  $170  million  (chart).  After  1992 
NutraSweet  will  have 
one  advantage: 
It  won't  have 
the  expense 
of  amortizing 
its  aspartame 
patent.  But 
analysts  still 
expect  margins 
to  stay  under 
pressure.  Flynn 
maintains  that  NutraS- 
weet's new  sensitivity 
and  its  brand  strength 
will  help  land  long-term 
contracts  letting  him 
charge  107  more  than 
other  suppliers. 

At  Simplesse,  meanwhile,  those  80 
pages  of  restrictions  have  been  slimmed 
to  two.  But  Flynn  still  faces  problems 
signing  up  users,  who  have  found  fat 
substitutes  of  their  own  for  ice  cream, 
salads,  and  dressings.  Indeed,  despite  all 
the  well-orchestrated  publicity,  "there's 
no  magic  to  Simplesse,"  says  John  Ru- 
tan.  marketing  chief  for  Borden  Inc.'s 
dairy  division,  whose  no-fat  ice  cream 
relies  on  a  blend  of  starches  and  gels. 
Kraft  Inc.  has  sold  back  its  right  to  use 
Simplesse  in  mayonnaise  and  made  its 
own  fat-free  mayo. 

Now,  Flynn  is  developing  new  Sim- 
plesse products,  such  as  cheesecake, 
soups,  and  frostings,  for  potential  cus- 
tomers. In  March,  Simple  Pleasures 
rolled  out  an  ice  cream  made  with  Nu- 
traSweet as  well  as  Simplesse.  But  if  the 
new  efforts  don't  pay  off  for  Simplesse 
and  Simple  Pleasures,  says  Flynn, 
"they'll  be  gone  in  two  years." 

Meanwhile,  Flynn's  researchers  are 
working  on  a  new  super  potent  sweeten- 
er. And  to  reflect  a  larger  product  line, 
Flynn  may  even  change  his  division's 
name.  But  a  name  change  won't  alter 
the  challenge  of  keeping  profits  fat  from 
NutraSweet's  low-cal  sweetener. 

By  Lois  Therrien  in  Deerfield,  III. 
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THE  BEST 
DEAL  YOU'LL 

ASIA 


MIGHT  BE  RIGHT 
HERE  AT  HOME. 


FREE  DOMESTIC  TICKET 
WITH  EVERY  ROUNDTRIP  TO  ASIA. 


In  Hong  Kong,  you  can  still  cross  the  harbor 
for  under  a  dollar.  And  entertainment  comes 
with  the  price  of  dinner  at  a  traditional 
restaurant  in  Seoul. 

But  the  best  bargain  you'll  find  in  Asia  might 
be  right  here  at  home. 

That's  because  now  when  you  fly  Northwest 
roundtrip  to  any  of  the  dozen  business 
centers  we  serve  in  Asia,  you'll  get  a  free 
roundtrip  ticket— good  for  three  years— to  any 
city  we  serve  in  the  continental  U.S. 


IT'S  ALL  MADE  POSSIBLE  BY 
WORLDPERKS. 

To  qualify,  you'll  have  to  be  a  member  of  our 
WorldPerks  Frequent  Flyer  Program.  To  enroll, 
call  1-800-456-6067,  ext.  410.  And  you  have  to 
travel  to  Asia  between  April  1  and  June  15. 1991. 

So  fly  Northwest,  and  profit  from  the  knowledge 
that  comes  from  over  40  years  of  helping 
people  do  business  in  Asia.  For  reservations 
and  information  call  your  travel  agent  or 
Northwest  at  1-800-447-4747 


TO  ENROLL  IN  WORLDPERKS  CALL  1-800-456-606?  EXT.  410. 


Restrictions:  You  can  earn  the  Transpacific  10,(100  Mile  Bonus  when  using  a  purchased  Northwest  fare  to  fly  Northwest  roundtrip  between 
select  destinations  in  Asia  and  the  48  contiguous  I S  and  Canada  from  1/1/91  to  6/15/91  One-way  Transpacific  flights  earn  a  5.000  Mile 
Bonus  The  Transpacific  10.000  Mile  Bonus  is  not  valid  for  flights  to  or  from  Hawaii  (including  stopovers)  The  Transpacific  10.000  Mile 
Bonus  will  automatically  appear  on  a  future  mileage  summary  Please  consult  vour  WorldPerks  Membership  Guide  for  complete  mileage 
accumulation  terms  and  conditions  ©  1991  Northwest  Airlines,  Inc 
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Home/Recreation 


Monkey  business 

in 


i 


FREE  COLOR  CATALOG 

1-800-233-7757 


The  splinter-free  cedar  4x4's  in 
our  playsets  are  so  strong  your 
kids  can  go  ape  in  complete 
safety.  Cedar  resists  rotting 
naturally  without  chemical 
pressure-treatments. 

Cedar, 
ujorkf 

Rt.  1 ,  Box  640-BW 
Rockport,  Maine  04856 


Corporate  Gifts 


100%  Cotton/ Your  Logo!  — 
Better  Than  Lacoste  or  Ralph  Lauren! 


Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time'  Minimum  order  just  12  shirrs,  for  a  price  list  and  catalogue 


please  cal! 


1-800-274-4787 
The  Queensboro  Shirt  Company 

Dept  BW14,  119N  1 1th  St.,  Greenpoint,  NY  11211 


IMAGE 
BUILDERS 


PROMOTE  YOUR  LOGO  ON... 


EMBROIDERS, 
CAPS  AS  LOW 
AS  $4.29 
IMPRINTED 
CAPS  AS 
LOW  AS 
$2.89 


CALL  FOR  FREE  CATALOG 


The  Corporate  Choice 
800-792-2277 
In  CA  800-826-8585 

3952  Point  Eden  Way 
Havward,  CA  94545 


FINALLY.  A  UNIQUE  LAMP 
IMPRESSIVE  ENOUGH  TO 
PUT  ON  YOUR  DESK! 


NewStasis^ 
Halogen  Desk  Lamp 
^  byMachina. 


St) 
Sopt 


tsh  Contemporary  \  '  '  " 

iticsied  A  symbol  o!        XVn  30  0»f  ~ 


DlliC 


"O 


E <ciusive  edge  hi  shade  design  provides  choir, 
ot  three  interchangeable  color  acceni  rings  Im 
eluded)  lo  create  dramatic  halo  of  light  in  cobal 
blue  emerald  green  or  magenta  Lamp  over  30" 
tall  when  fully  eitended  Solidly  constructed 
of  tough  silicon  graphite  reinforced  resm 

Dual  intensity  switch  controls  efficient  50 
watt  halogen  bulb  Imcludedl  One  year  man 
ufacturer  s  warranty  Available  in  black  or 
grey  (Specify I 

Quantities  are  limited  so  don't  delay 

0n/y'$9995 

A 

■  Sid  95  Shipping  &  Insurance 
CHARGE  BV  PHONE  - 24  HOURS 

800-654-0368 

EXT  55 

48  HOUR  PROCESSING 
lms  COD  DELIVERY  AVAILABLE 

OR  SEN0  REQUEST  WITH  CHECK  MONEY  0R0ER  TO 


Executive  Privilege,  Inc. 

4988N  Univers.ivDnve  Suite  133 
Fori  Lauderdale  FL  33321 


Financial  Services 


$5,000  CASH  AVAILABLE 


to  start  or  expand  your 
business.  Guaranteed. 
FREE  revealing  details. 
Write:  AMERICAN  BUSINESS 
CLUB,  301-BB  Plymouth 
Drive,  Dalton.GA 30721 -9983 


Travel/Resorts 


Wintergreen  •  Jackson  Hole 

plus  other  Deluxe  Golf  Vacations  by 

Golf^uest 

Call  for  reservations  or  our  brochure 
8OO«242»1033(US) 
919«467«7401  (foreign) 


Business  Services 


RESEARCH  REPORTS 

19,278  academic  topics  available1 
Send  $2  00  for  the  306-page  ca- 
talog Custom-written  reports  also 
available  Research  Assistance, 
11322  Idaho  Ave  #206BF,  Los  An- 
geles, CA  90025,  Toil-Free  Hotline 
800-351-0222  (California  213- 
477-8226) 


MARKET  RESEARCH  REPORTS  .DIRECTORIES  • 
COMPETITIVE  INTELLIGENCE  •  MARKET  STUOIES  • 
MARKETING  RESOURCES 

Call  The  Market  Research 
Hotline!" 

1-800-346-3787 


FINDSVP  625  Ave  ol  the  Americas.  NY,  NY  1001 1 
I  I 


Health/Fitness 


EXERCISE 

NEVER  LOOKED  SO  GOOD! 


Finally,  a  skier 
that's  durable, 
easy  to  use,  and 
provides  an 
effective  total 
body  workout 
m  just  one  hour 
a  week'  30-Day 
Home  Trial 
Free  Brochure 
1-800-328-8995 

—jL- 


fITNfSS 


504  Industrial  Blvd 

Dept  BW 
Waconia.  MN  55387 


STOP  SWEAT  6  WEEKS 

Drionlc  -  is  an  incredibly  more  effective  way 
to  combat  excess  sweat  Electronic  treat- 
ment gives  6  weeks  of  dryness  for  under- 
arms, hands  or  feet.  Reusable -safe  and 
effective  say  10  medical  books 

Send  for  free  information. 

GENEFtAL  MEDICAL  CO.,  Dept  BW2 
1 935  Armacost  Ave  .  Los  Angeles,  CA  90025 


Corporate  Gifts 


Corporate 
Ties 

(150  pc.  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 

Barnard  Mainf  itd. 

53  Mead  Ave.  •  Cos  Cob 
CT  06807  •  L.S.A. 
Dept.  BW  ,203  )  869  3006 


MAKE  A  GREAT  IMPRESSION 
WITH  UNIONWIDE  WATCHES! 

Just  Send  Us 
Your  Color  Logo 

Your  full  color  company  'ogo  is  the  dial  of 
an  elegant  watch  Precision  QTZ  move 
ment  gold-tone  case,  genuine  leather 
band  1  yr  warranty  Remarkably  inexpen- 
sive even  in  small  quantities 

Send  $16  50  ana  any  size  logo  on  letter- 
head, photo  or  artwork  We  ll  rush  you  a 
personalized  quartz  watch  sample  Ideal 
for  incentives,  premiums,  gifts, 
awards,  etc. 

UNIONWIDE  WATCHES,  INC. 

671  Brea  Canyon  Rd  ,  Suite  3 
Walnut,  CA 91 789 
(714)598-7299 
ATTN  Mr  Yale 

Money  Back  Guarantee 


Authentic 


PHOTOGRAPHS 

as  seen  on  P8S 


CIVIL  WAR 

*^><"^    Museum-quality  photographs 
^^^^    from  Matthew  Brady  negatives 
COUiCTOfi'S  PORTFOLIO:  four  11  x  1 4-reh  images 
of  Generate  Grant  Lee.  Sherman  and  Jackson.  $295 
Certificate  of  Authenticity  relucted  Shipped  free 
V1SA/MC  accepted  Illustrated  brochure  available 

SATISFACTION  GUARANTEED 
DIADEM,  INC,    B«£W0OD  CUTS.  HI  07632 

CALL  201  871-1440  FAX  201  871-3395 


IT  PAYS  TO  ADVERTISE 
IN  THE  BUSINESS  WEEK 
MARKET-PLACE 

The  Business  Week  Market- 
Place  Section  is  a  special  ad- 
vertising feature  appearing  in 
the  first  issue  of  each  month. 
The  Market-Place  provides 
an  ideal  Showcase'  for  ad- 
vertisers who  have  products 
or  services  that  appeal  to 
Business  Week's  more  than 
6.2  million  responsive 
readers. 

For  rates  and  information  write: 

BUSINESSWEEK 
MARKET-PLACE 
1 00  East  Ohio  St.,  Suite  632 
Chicago,  IL  60611 
or  call  (312)  337-3090 
or  FAX  (312)337-5633 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
1-800-424-3090 
(312)  337-3090 
OR  WRITE: 


Marketplace 


BUblNtbb  Wet* 

MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-5633 


Business  Opportunities 


New  Products 
Available 

i/e  are  an  established,  publicly- 
wned  R&D  company  with  more 
lart  40  years  of  experience  We 
ave  developed  a  number  of  new 
nd  important  products  with  com- 
etitive  advantages  in  the  phar- 
laceutical  and  health-care  fields, 
i  medical  devices,  household 
nd  cosmetic  products.  We  shall 
e  glad  to  discuss  these  with 
stablished  firms  having  market- 
ig  capabilities. 

United-Guardian,  Inc. 

el:  516-273-0900  •  800-645-5566 
Fax:  516-273-0858 


EXECUTIVES 


\ccording  to  a  leading  national 
nagazine.  the  top  paying  professions 
luring  the  90's  will  be: 

.  Investment  Banking 
',.  Health  Care  Physician 
EXECUTIVE  RECRUITER 

[f  we  can  help  you  start  your  Business 
n  EXECUTIVE  RECRUITING, 

jail: 

IOLLAND-LANTZ  &  ASSOCIATES,  INC. 

107  Wekiva  Springs  Rd.,  Ste.  225 
.ongwood,  Florida  32779 
-800-FLA-EXEQ  3  52-3932) 


MAKE  592%  PROFIT! 


fllRACLE  POLISHING  CLOTH 

;ieans/polishes  ANY  surface  like  magic 
istantly!  Terrific  10  second  demonstration!  Fast 
3  49  seller  pays  $2  90  profit1  Big  volume  Chain 
itore  item.  Exclusive  territory. 

-REE  SAMPLE  '"ti'X" 

OOP  1312-  BW  WASHINGTON  AVENUE 
nCHO    ST  LOUIS.  MO  63103-1989  USA 

Phone  or  write:  314-241-8464 


OPPORTUNITY  TO  BUY 
PROFITABLE  BUSINESS 

)ver  1000  to  choose  from.  Many  with 
)wner  Financing.  All  Areas  Except 
tortheast. 

AFFILIATED  BUSINESS  CONSULTANTS 

Department  C  719-548-8888 
Colorado  Springs,  CO 


Cable  TV 


SABLE  TV  DESCR  AMBLERS 

CONVERTERS,  ACCESSORIES 

lame  Brands.  Lowest  Prices.  Best  Service. 
For  FREE  16-page  color  catalog  call 

cBoLm^aEnAyDY(800)  234-1006 


Menswear/Fashion 


MEN'S  WIDE  SHOES 


EE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety,  styling 
and  quality.  Send 
for  FREE 
CATALOG 


The  Widest  Selection  ol  the  Widest  Shoes  Anywhere! 
HITCHCOCK  SHOES,  INC 

Dept  55D  Hmgham,  MA  02043 


Corporate  Special  Events 


RUNNING  fl  GOLF  EVENT? 
HERE'S  VALUABLE  HELP 


Over  170  tee  prizes,  favors,  awards  — 
65  items  for  your  own  special  imprint. 
FREE  CATALOG-CALL  OR  WRITE  TODAY 
800-334-7757     ™eGoll  People 
Ask  for  Dept.  B    7215  Pebblecreek  Rd 

AK,  HI         w  Bloomfield. 
call  313-851-4597   Ml  48322 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthoped 
support  to  prevent 
and  relieve  back  pain 


•  Built-in  adjustable 
lumbar  support 

'  Adjustable 
neck  rest 

•  Forward-tilt 
feature 


RarLSavPT   FREE  Color  Catilos 

pacKjaver  1.800-251-2225  oh** 

25  Jeffrey  Ave..  Dept.  BWE,  HoUiston.  MA  01746 


Boats 


THE  POKE  BOAT 

ITS  EVERYTHING 
A  CANOE  A  1^'T- 

Call  toll-free 
1  -800- 
354- 
0190. 


It  weighs  only  28 
pounds  For  lots 
than  $800  you 

can  buy 
mors  tnan 
a  canoe 


Franchising 


Franchise 

your  business! 

For  the  expert  help  you  need 

to  become  a  franchisor, 
call  the  franchise  specialists 

Francorp* 

New  York  Chicago        Los  Angeles 

IV  Part  »wni»e  2Q200  Oovcnci  Drive  WJJ  W  Cenlurn  Blvd 
|212)  922-3600     (706)  461-2900     (213)  336-0600 

1-800-877-1103 


Computers/Office  Equipment 


HffrnflRYfTlfiC 


NDUSTRIESINC 


Our  1 5th  year  of  DISCOUNTS 

TANDY®  COMPUTERS 

Toll  Free  800-231 -3680 

2251 1  Katy  Fwy  Katy  (Houston)  TX  77450 
1-71 3-392-0747  Fax  (7 1 3)  574-4567 


Computers/Software 


How  to  succeed  in  business  today: 


Getting  ahead  in  today's 
competitive  business  world 
means  you  have  to  know  how 
to  set  up  systems  that  will 
increase  efficiency,  produc- 
tivity, and  profits.  What's 
more,  you  nave  to  know  how 
to  use  a  computer  to  make 
those  systems  really 
perform. 

Now,  NRI's  at-home  train 
ing  in  PC  Systems  Analysis 
gives  you  the  computer,  the 
software,  and  the  analytical 
skills  you  need  to  succeed. 

Step  by  step,  you  learn  the 
art  of  systems  analysis:  how 
to  define  and  break  down  the 
problem,  interview  users, 
interpret  and  model  data, 
prepare  proposals— every 
skill  you  need  to  map  out  the 
optimal  system  solution. 
But  that's  just  the  beginning. 

Training  includes  a  powerful 
computer  system  and  software  you  keep 

NRI  gives  you  hands-on  experience  with  an 
AT-compatible  computer  system  — complete 
with  1.2  meg  floppy  drive,  monitor,  modem, 
and  a  full  meg  of  RAM  — all  yours  to  train 
with  and  keep! 

You  begin  by  learning  BASIC,  today's  most 
popular  PC  programming  language.  Then,  using 
the  Microsoft®  Works  software  also  included  in 
your  training,  you  master  four  essential  PC  appli- 
cations: word  processing,  spreadsheets,  data- 
base management,  and  data  communications. 

Soon  your  computer  becomes  your  most 
important  analysis  tool,  allowing  you  to  pro- 
duce cost-benefit  analyses,  feasibility  studies, 
long-range  projections,  complex  databases, 


Learn  the  art  of 
systems  analysis. 


and  more.  Before  you  know 
it,  with  a  real-world  under- 
standing of  PC  hardware 
and  software  systems, 
you're  ready  to  create  the 
kind  of  computer  solutions 
that  will  make  you  a  key 
player  on  any  business  team. 

Send  today  for  your 
FREE  catalog 

Move  up,  make  more 
money,  even  start  your 
own  business.  If  the  coupon 
is  missing,  write  to  NRI 
Schools,  McGraw-Hill 
Continuing  Education 
Center,  4401  Connecticut 
Avenue,  NW,  Washington, 
DC,  20008. 

AT  is  a  registered  trademark 
of  IBM  Corp. 


r 


t9M  Schools 

McGraw-Hill  Continuing  Education  Center 
4401  Connecticut  Avenue,  NW  5/iiJI 
Washington,  DC  20008 

3  Check  one  FREE  catalog  only: 

□  PC  Systems  Analysis 

□  Computer  Programming 

□  PC  Software  Engineering  Using  C 


1 


NAME 

Iplease  print} 

AGE 

ADDRESS 

CITY/STATE/ZIP 

4562  041 

ersonal  Business 


EDITED  BY  AMY  DUNKIN 


Banking 


PUTTING  A  PRIVATE  BANKER 
AT  YOUR  SERVICE 


^^nce  the  exclusive  do- 

■  main  of  Rockefellers, 
^^DuPonts,  and  Mel- 
Ions,  private  banking  is  no 
longer  targeted  just  to  the 
Old  Money  set.  Not  that  such 
venerable  institutions  as  U.  S. 
Trust  and  Bessemer  Trust  are 
setting  up  outposts  of  their 
baronial  offices  in  shopping 
malls.  But  private  bankers 
are  in  hot  pursuit  of  a  new 
type  of  client:  entrepreneurs 
and  corporate  executives. 
While  some  of  the  banks  still 
want  85  million  to  open  an  in- 
vestment account,  others  take 
$250,000  or  less. 

Today,  private  banking  is 
the  high  end  of  one-stop  fi- 
nancial services.  Apart  from 
attending  to  a  host  of  mun- 
dane details,  private  bankers 
help  clients  with  tax  and  fi- 
nancial planning,  investment 
management.  investment 
banking,  and  innovative  loan 
financing.  The  cost  of  belong- 
ing to  these  exclusive  clubs 
varies  widely,  with  additional 
charges  for  extra  services. 
eyeing  earrings.  There  are 
also  little  fringe  benefits, 
such  as  getting  theater  or 
hockey  tickets.  U.  S.  Trust 
will  wire  you  money  if,  say, 
you  spot  a  S50.000  pair  of  ear- 
rings in  Hong  Kong.  But 
more  often,  the  special  service 
comes  in  financial  transac- 
tions. A  private  banker  at 
Bank  of  San  Francisco  flew  to 
New  York  on  a  red-eye  flight 
to  get  papers  signed  in  time 
for  a  critical  deadline.  A  secu- 
rities analyst  at  Bessemer 
wrote  a  research  report  an- 
swering a  client's  questions 
about  a  stock  that  wasn't  on 
its  recommended  list. 

Harold  Commings,  presi- 
dent of  Media  Barter  Asso- 
ciates in  New  York,  takes  full 
advantage  of  the  services  at 
Chase  Manhattan's  private- 
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PERSONAL  BUSINESS 


nking  division.  His  business 

swapping  products  for  me- 
i  space  or  airtime  has  him 
iveling  constantly.  He  uses 
lase,  whom  he  has  named  a 
-executor  of  his  will,  to  ad- 
5e  him  on  investments  and 
ort-term  cash  management, 
'm  too  busy  to  check  my 
mds  every  three  months  and 

clip  coupons,"  says  Com- 
ings. "I'd  rather  play  golf." 
Commings  speaks  to  his  pri- 
tte  banker  weekly  and 
lasts  of  her  doggedness  in 
!tting  a  letter  of  credit  deliv- 
ed  when  another  bank  was 
latory.  "She  sat  on  the 
lone,  calling  them  every 
lur.  She  didn't  let  that  guy 
•eathe  until  he  came 
rough,"  he  says.  (Chase  pri- 
ite-banking  officers  earn 
erit  raises  based  on  the 
lality  of  their  service.) 
kiLORED  fees.  The  universe 
'  private  banks  is  almost  as 
verse  as  the  services  they 
;rform.  Katharine  Donohoe, 
»ad  of  private  banking  for 
e  American  Bankers  Assn., 
timates  that  some  350  spe- 
alized  private-banking  insti- 
itions — either  independent 
)utiques  or  subsidiaries  of 
her  banks — plus  5,000  corn- 
unity  banks  have  first-name 
'lationships  with  the  local 
ibobs.  Their  target  clients: 
ie  1.8  million  households  that 
51,  Tampa-based  researchers, 
ills  "the  wealth  market." 
hat  category  includes  corpo- 
tte  execs  earning  at  least 
LOO, 000  a  year,  entrepre- 
5urs  whose  companies  have 
Dok  values  of  more  than 
250,000,  and  households  with 

net  worth  of  $1  million,  ex- 
uding home  value. 

Fees  for  the  privilege  of 
rivate  banking  depend  on  the 
srvices  you  use.  Separate 
;es  are  usually  charged  for 
erforming  custodial  services, 
:ting  as  executor  of  a  trust, 
lling  out  tax  forms,  or  pay- 
ig  bills.  Generally,  if  you 
ave  an  investment-manage- 
lent  account  with  the  bank, 
ie  annual  fee  will  be  about 
%  of  the  money  under  man- 
gement.  Prices  on  loans  and 
ther  services  are  often  com- 
etitive  with  what  regular 
ustomers  are  charged,  al- 
lough  your  "relationship  po- 
jntial"  may  lead  to  the  fees' 


being  waived  or  lowered. 

If  you  don't  get  special 
rates,  the  bank  may  make 
up  for  it  with  special  priv- 
ileges. When  borrowers' 
paychecks  don't  qualify 
them  for  standard  loans, 
private  bankers  may 
make  unsecured  loans,  or 
secured  loans  backed  by 
out-of-the-ordinary  assets 
such  as  artwork  or  coins. 
Unconventional  loan 
structures  may  also  be 
used.  Morgan  Guaranty 
Trust  says  it  arranged  a 
private  placement  with  five  in- 
stitutions of  a  $140  million 
personal  loan  backed  by  the 
owner's  shares  in  his  public 
company.  "This  was  one  of 
the  first  private  placements 
for  an  individual,"  says  a 
banker  involved  in  the  deal. 

Flexible  repayment  sched- 
ules can  also  be  arranged. 


house  and  wanted  to  buy  it 
quickly  to  avoid  paying  a  capi- 
tal-gains tax  on  his  last  house 
before  the  grace  period  ex- 
pired. But  he  couldn't  get  a 
mortgage  because  he  was  be- 
tween jobs  and  couldn't  show 
a  steady  paycheck.  Because 
the  executive  had  left  his  for- 
mer company  with  a  golden 


PICKING  THE  STYLE 
THAT'S  RIGHT  FOR  YOU 


Institution 

Minimum* 

Personality 

BANK  OF 

SAN  FRANCISCO 

$250,000 

Young,  hungry,  advocate  for  new 
money 

BANKERS  TRUST 

2  million 

Safe,  old,  big;  yearns  to  be  J.  P. 
Morgan 

BESSEMER  TRUST 

5  million 

Understated  class,  old-money 
treatment 

CHASE  MANHATTAN 

250,000 

Big-city  slicker  aiming  to  be  small- 
town personal 

CITIBANK 
PRIVATE  BANK 

250,000 

Massive  global  operation  trying  to 
be  more  things  to  more  people 

GOLDMAN  SACHS 
ASSET  MANAGEMENT 

5  million 

Wall  Street  savvy,  but  a  novice  in 
private  banking 

HARRIS  TRUST 

250,000 

Solid,  a  bank  your  mother  could  love 

j.  P.  MORGAN 

5  million 

White-shoe  firm  loves  big  money, 
complex  deals 

NORTHERN  TRUST 

1  million 

Midwestern  version  of  Bankers  Trust 

SECURITY  PACIFIC 
NATIONAL  BANK 

1  million 

In  sync  with  Southern  Californians 
who  have  arrived 

U.  S.  TRUST 

250,000 

Under  its  old-line  exterior  beats  the 
heart  of  an  ambitious  banker 

*Cash  and  investment  assets 

0ATA:  BW 

U.  S.  Trust  makes  balloon 
loans  with  no  monthly  pay- 
ments to  carry  executives 
from  this  year's  bonus  to  next 
year's.  Or  perhaps  you  need 
cash  to  exercise  stock  options 
or  pay  the  Internal  Revenue 
Service  in  a  hurry. 

Donald  Stephens,  chief  ex- 
ecutive officer  at  Bank  of  San 
Francisco,  tells  of  an  execu- 
tive who  fell  in  love  with  a 


handshake,  the  bank  gave 
him  a  six-figure  bridge  loan 
instead  of  a  mortgage. 

The  personal  touch  can  also 
pay  off  in  peace  of  mind  when 
it  comes  to  investment  man- 
agement. Because  they  don't 
pay  commissions,  clients 
needn't  worry  that  their  bank- 
er is  after  personal  gain.  The 
average  1%  fee  affords  clients 
unlimited  trading,  and  the 


bank  pays  any  commis- 
sions. But  many  clients 
continue  to  use  their  reg- 
ular brokers,  while  the 
bank  gets  securities 
transferred  and  paid  for, 
collects  dividends,  and 
does  the  bookkeeping. 

As  eager  as  such  bank- 
ers are  to  please,  the  most 
common  failing  is  lack  of 
coordination  among  dif- 
ferent parts  of  the  bank. 
The  expertise  may  be 
there,  but  clients  may  not 
get  it  because  of  turf  bat- 
tles. "At  chain  banks,  if  you 
need  something  from  some- 
one other  than  your  banker," 
says  Stephens,  "many  times 
you  are  walking  in  mud." 

It  also  makes  sense  to 
choose  a  bank  that  is  looking 
for  customers  in  your  income 
bracket  and  with  strengths  in 
the  services  you  are  likely  to 
use.  Clients  suggest  calling 
the  head  of  private  banking 
first  and  requesting  a  30-min- 
ute  interview.  "If  you  meet 
the  bank's  financial  mini- 
mums,  and  you  don't  get  a 
responsive  answer,"  says  one, 
"I  would  move  on." 
bending  rules.  Personal 
chemistry  is  critical.  Bankers 
must  inspire  confidence  as  be- 
ing knowledgeable,  service- 
oriented,  and  around  for  the 
long  haul.  After  all,  private- 
banking  relationships  should 
go  on  for  decades.  Bankers 
Trust  manages  trusts  set  up 
more  than  60  years  ago. 

Donald  Barry,  senior  vice- 
president  at  California's  Secu- 
rity Pacific  National  Bank, 
says  his  hardest  job  is  telling 
prospects  they  aren't  eligible. 
But  many  customers  who 
don't  keep  the  minimum  bal- 
ances become  clients  anyway. 
The  need  for  steady  fee  in- 
come is  a  strong  motivation 
for  banks.  PSI  figures  half  the 
accounts  in  existence  do  not 
meet  the  institution's  stated 
eligibility  requirements. 

If  your  net  worth  doesn't 
open  the  door,  your  bright 
prospects  may.  Or  you  could 
offer  to  bring  your  account 
up  to  the  minimum  once  you 
see  how  the  bank  performs. 
After  all,  when  you  pay  for 
select  service,  you  want  to  be 
sure  to  get  your  money's 
worth.  Arlene  Hershman 
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Fitness 


WORKOUTS  IN 
WATER:  GAIN, 
NO  SPRAIN  

Tear  up  a  knee  on  the 
slopes?  Or  perhaps  all 
that  jogging  has  caught 
up  with  your  ankles?  Maybe 
you've  just  given  birth  and 
are  looking  for  a  way  to  ease 
back  into  aerobic  exercise. 
Here's  a  prescription  the  doc- 
tor might  order:  water  exer- 
cise. Working  out  in  the  shal- 
low end  of  a  pool  offers 
benefits  other  forms  of  exer- 
cise can't.  And  with  the  first 
of  the  baby  boomers  now  in 
their  mid-40s,  health  experts 
see  growing  interest  in  exer- 
cise that's  easier  on  the  limbs. 

Water  exercise  can  be  as 
simple  as  walking  or  jogging 
across  a  pool  or  as  complicat- 
ed as  an  hour  of  twists,  kicks, 
and  stretches.  Either  way,  it 
can  make  for  a  strenuous  car- 
diovascular workout  without 


INSTRUCTOR  KATZ:  FULL  AEROBIC  BENEFITS  WITHOUT  OVERHEATING 


hurting  muscles,  ligaments, 
bones,  or  joints.  And  water 
can  help  heal  injured  joints  by 
stimulating  blood  circulation. 

If  you're  recuperating  from 
cardiac  surgery  or  have  oth- 
ers reasons  to  worry  about 
overwinding  your  ticker,  tak- 
ing to  the  water  has  another 
benefit:  Because  of  water's 
cooling  effect,  you  don't  get 
overheated  and  can  derive  full 
aerobic  benefits  without  mak- 
ing your  heart  pump  faster  to 
cool  your  body,  according  to 


Lynne  Vaughan,  director  of 
health  and  fitness  programs 
at  YMCA  of  the  USA,  an  um- 
brella group  for  some  2,000 
YMCAs  around  the  country. 
do-it-yourself.  It's  easy  to 
get  started  in  the  water,  but 
if  you're  out  of  shape,  see  a 
doctor  first.  Next,  you  can 
contact  your  local  Y  or  parks 
and  recreation  department.  In 
the  Dallas  suburb  of  Carroll- 
ton,  Robert  Reagan,  assistant 
recreation  manager,  says  12 
weeks  of  hour-long  classes 


that  meet  three  times  a  week 
cost  $48.  If  you  belong  to  a 
private  health  club,  chances 
are  it  offers  some  form  of  wa- 
ter exercise.  Atlanta's  Peach- 
tree  Center  Athletic  Club  con- 
ducts such  classes  four  times 
a  week. 

Or  you  can  teach  yourself. 
One  way  is  to  pick  up  The 
W.  E.  f.  Workout  ($12.95, 
Facts  on  File  Publications, 
New  York)  by  Jane  Katz,  a 
City  University  of  New  York 
physical-education  professor 
and  medal-winning  swimmer. 
The  illustrated  paperback 
runs  through  the  basic  Water 
Exercise  Techniques  and  de- 
scribes a  12-week  course  to 
take  a  beginner  through  a  30- 
minute  series  of  exercises. 

Once  you've  covered  the  ba- 
sics, you  can  vary  your  rou- 
tine by  picking  up  some 
gear — a  kickboard,  for  exam- 
ple. To  help  build  biceps  and 
triceps,  simply  stand  in  the 
shallow  end  and  use  the  kick- 
board  to  push  water  away 
from  you.  The  effect,  says 
Vaughan,  is  like  doing  push- 
ups. But  you  don't  get  your 
hands  dirtv.       Robert  Barker 


lo  sooner  was  the  gulf 
'war  over  than  the 
stocks  of  Fluor,  Raytheon, 
and  other  giant  U.  S.  contrac- 
tors soared.  Investors  cor- 
rectly anticipated  that  such 
companies  would  get  big  con- 
tracts to  help  rebuild  Ku- 
wait's ravaged  oil  fields  and 
infrastructure.  But  the  best 
plays  in  the  postwar  recon- 
struction boom  may  be 
smaller  companies,  where 
even  relatively  modest  new 
orders  could  make  a  substan- 
tial difference  in  earnings. 

One  example  is  Blount,  an 
engineering  and  construction 
company  in  Montgomery, 
Ala.  Blount,  which  had  $684 
million  in  revenues  last  year, 
has  won  a  $6  million  contract 
from  the  U.  S.  Army  Corps 
of  Engineers  to  repair  elec- 
trical infrastructure  and  pub- 
lic buildings  in  the  emirate. 
Now  at  11%,  its  stock  has 
risen  from  77s  on  the  Ameri- 
can Stock  Exchange  since 
the  ground  war  began. 
"Now  that  they  have  their 
foot  in  the  door,  there'll  be 


Smart  Money 

REBUILDING  KUWAIT  COULD 
GIVE  THESE  STOCKS  MUSCLE 


lots  more"  work  coming, 
says  David  Bartlett  of  First 
Hanover  Securities. 

As  Kuwait  rebuilds  its  oil 
industry,  one  beneficiary  will 
be  Varco  International  in  Or- 
ange, Calif.,  a  $131  million 
maker  of  drilling-rig  equip- 
ment. Kuwaiti-owned  Santa 
Fe  International  has 
awarded  Varco  a  $10 
million  contract  to  sup- 
ply drilling  systems  for 
land  rigs.  Ken  Miller  of 
Shearson  Lehman 
Brothers  thinks  Ku- 
wait's order  could 
boost  Varco's  1991 
earnings  107',  to  70$  a 
share.  That  would 
bring  its  price-earnings 
ratio  on  the  New  York 
Stock  Exchange  down 
to  16,  from  33  now. 


Kuwait  also  has  to  rebuild 
its  data  banks.  "All  the  infor- 
mation went  up  in  smoke," 
says  Prudential  Securities' 
Byron  Callan.  That  could 
mean  an  opportunity  for  In- 
tergraph, a  supplier  of  com- 
puter-aided design  systems 
with  long-standing  ties  to  the 


A  POSTWAR  RUNUP  FOR 
KUWAIT'S  CONTRACTORS 

Stock  price 


Jan.  16 

Mar.  25 

BLOUNT 

7% 

11% 

INTERGRAPH* 

143/4 

24V4 

IONICS* 

29% 

40 

VARCO 

INTERNATIONAL 

11 

'Contract  not  final 

DATA  BRIDGE  INFORMATION  SYSTEMS  INC 

Army  Corps  of  Engineers. 
Prudential  raised  its  1991  In- 
tergraph earnings  estimate 
to  $1.70  a  share  from  $1.58, 
partly  on  the  likelihood  that 
the  company  will  help  map 
the  damage  to  Kuwait's  in- 
frastructure. The  NASDAQ- 
listed  stock  is  trading  at 
24  Va,  with  a  p-e  ratio  of  18. 

Some  analysts  think  that 
just  the  prospect  of  Kuwaiti 
contracts  is  enough  to  rate 
stocks  a  buy.  Prudential's 
Vishnu  Swarup  believes  the 
earnings  of  two  environmen- 
tal-cleanup companies,  Inter- 
national Technology 
and  ohm,  could  grow 
45%  and  100%  respec- 
tively if  the  jobs  they 
expect  come  through. 
The  stock  of  water-sup- 
ply-equipment maker 
Ionics  has  shot  up  on 
speculation  that  it  will 
help  provide  drinking 
water  for  the  Kuwaitis. 
Investors  clearly  think 
there's  a  silver  lining 
to  the  sad  aftermath  of 
war.  Joan  Warner 


94  BUSINESS  WEEK/APRIL  8,  1991 


PERSONAL  BUSINESS 


SPARTAN  PROMISED.  SPARTAN  DELIVERED. 


v 


Consistently  Lower  Costs. 
Consistently  Higher 
Money  Fund  Yields. 

Fidelity's  Spartan  Money  Market  Fund 


Only  Fidelity  Guarantees 
Low  Costs  Through  1995 

For  more  than  two  years, 
Spartan's  promise  of  low  costs  has 
helped  us  deliver  some  of  the  high- 
est money  fund  yields  around.  And 
it  doesn't  stop  here:  ^guarantee 
that  our  costs  will  not  exceed  a  low 
.45%  all  the  way  through  1995. 
Lower  costs,  all  other  things  being 
equal,  mean  higher  yields.  And, 
you  pay  only  for  the  transactions 
you  make.1 


Spartan  Money 
Market  Fund 


7.00 


Effective  Yield* 


6.77 


Current  Yield* 


High  Yields  Backed  By  High 
Quality  Standards 

With  Fidelity's  Spartan  Money 
Market  Fund,  high  current  yields 
and  high  quality  go  hand-in-hand. 
The  Fund  invests  only  in  high  qual- 
ity government,  corporate  and 
financial  securities  and  is  man- 
aged to  maintain  a  stable  $1  share 
price-while  seeking  to  offer 
Vo        Fidelity's  highest  money  market 
yields. 


Fidelity's  Spartan  For  Your  Retirement  Savings 

If  you're  not  getting  all  you  should  from  your  IRA  or  Keogh,  Spartan  may  be  a  good  choice  to  transfer  or 
rollover  your  retirement  savings.  For  more  complete  information,  including  management  fees  and  transaction 
expenses,  call  or  write  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  (Minimum 
investment:  $20,000.) 

Visit  our  Nationwide  Investor  Centers  or  call  24  hours 

1-800-544-8888 


Fidelity 


Investments 


CODE:  BW/SPM/040891 

2r  *Annualized  historical  yields  for  the  7-day  period  ended  3/4/91.  Effective  yield  assumes  reinvested  income  Yields  will  vary.  Fidelity  is  temporarily  paying  a 
portion  of  the  Fund's  expenses.  If  Fidelity  had  not,  the  current  and  effective  yields  would  have  been  6.67%  and  6.92%,  respectively.  This  expense  limitation 
may  be  terminated  or  revised  at  any  time,  at  which  time  expenses  will  go  up  and  yield  will  go  down.  (Through  12/31/95,  expenses  will  not  exceed  .45%  ) 
'Transactions  will  reduce  your  yield.  Fidelity  Distributors  Corporation  (General  Distribution  Agent),  P.O.  Box  660603,  Dallas,  TX  75266-0603. 
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Lodging 

COZY  OPTIONS 
TO  BIG  APPLE 
HOTELS 


You're  headed  to  New 
York  on  a  business 
trip.  A  couple  of  meet- 
ings, a  nice  dinner,  maybe 
catch  a  Broadway  show  or  a 
Knicks  game.  But  you're  less 
than  thrilled  by  the  prospect 
of  look-alike  rooms,  bellhops 
with  outstretched  palms,  and 
hotel  eateries  that  want  your 
wallet  for  a  cup  of  coffee. 

If  you  don't  mind  being 
slightly  off  the  beaten  as- 
phalt, there's  a  cozy  alterna- 


owner  lives  on  the  premises 
and  rents  out  a  room  and  bath 
or  several  rooms.  The  host 
may  be  an  older  person  whose 
children  have  moved  out  or 
someone  looking  to  bring  in 
extra  income.  Guests  may  be 
served  breakfast  or  may  at 
least  have  access  to  kitchen 
facilities. 

do  not  disturb.  One  nicety  of 
such  places  is  that  you  stay 
with  a  native  who  can  give 
tips  on  transportation,  enter- 
tainment, and  restaurants. 
The  arrangement  can  be  espe- 
cially comforting  to  out-of- 
towners  who  feel  utterly  at 
sea  in  New  York.  "I  offer  my 
wisdom — what's  hot  on 
Broadway,  where  the  best  ex- 
hibits are,"  says  Ruth  John- 
son, a  retired  writer  who 
rents  out  what  was  once  a 


MIDTOWH  APARTMENT  LISTED  WITH  "AT  HOME  IN  NEW  YORK":  MANY 
BED-AND-BREAKFAST  OWNERS  RENT  THROUGH  SUCH  SERVICES 


gamut.  City  Lights,  a  listings 
service,  includes  on  its  roster 
a  $6,000-a-month,  three-story, 
Greenwich  Village  brown- 
stone  with  five  fireplaces,  a 
grand  piano,  and  a  17th  centu- 
ry Japanese  silk  screen.  A  sin- 
gle floor  goes  for  $100  a 


SPA  SUITE  AT  INN  HEW  YORK  CITY:  IN  A  I9TH  CEHTURY  BROWHSTOHE 
I  NEAR  LINCOLN  CENTER,  IT  COMES  EQUIPPED  WITH  A  JACUZZI  AHD  SAUNA 


tive  in  bed-and-breakfasts, 
New  York-style.  The  Big  Ap- 
ple doesn't  have  quaint  Vic- 
torian farmhouses  with  rooms 
to  let.  But  increasingly,  city 
dwellers  with  space  to  spare 
are  renting  out  bedrooms, 
whole  floors,  lofts,  and  entire 
apartments  or  townhouses  to 
visitors.  The  accommodations 
are  often  situated  in  popular, 
upscale  neighborhoods,  from 
Greenwich  Village  to  the  Up- 
per East  Side. 

While  prices  vary,  B&Bs 
cost  far  less  than  hotels.  Dou- 
ble rooms  go  for  $60  to  $100  a 
night,  compared  with  $125  to 
$300  at  a  midtown  luxury  ho- 
tel. B&Bs  also  offer  special 
rates  for  lengthy  stays. 

In  a  hosted   facility,  the 


children's  room  in  a  Green- 
wich Village  brownstone. 

Unhosted  B&Bs,  as  the 
name  suggests,  are  apart- 
ments whose  owners  are  off 
traveling  or  living  in  a  second 
home,  and  they're  a  great 
idea  if  you  want  absolute  pri- 
vacy or  prefer  to  cook  your 
own  meals.  Many  come  with  a 
well-stocked  kitchen  and  offer 
private  laundry  facilities. 

A  sprinkling  of  B&Bs  fall  in 
between  the  hosted  and  un- 
hosted categories.  Inn  New 
York  City  (212  580-1900),  a  re- 
stored 19th  century  brown- 
stone  near  Lincoln  Center, 
doesn't  have  a  live-in  propri- 
etor but  does  have  a  manager 
there  during  business  hours. 

Accommodations  run  the 


night.  Inn  New  York  City  of- 
fers a  "spa"  suite  equipped 
with  Jacuzzi  and  sauna  for 
$225  a  night. 

While  B&Bs  boast  charms 
such  as  private  gardens  or  im- 
pressive libraries,  they  may 


Worth  Noting 

■  HOME-BUYING  HELP.  The 

Homebuyer's  Mortgage  Kit, 
$18  from  hsh  Associates  (800 
873-2837),  lists  lenders'  rates 
and  fees,  worksheets  to  fig- 
ure costs,  monthly  payment 
tables,  and  more.  HSH  offers 
a  $3  Refinance  Kit,  too. 

■  easy  money.  If  you  need  a 
short-term  loan,  try  borrow- 
ing from  your  Individual  Re- 


also  have  limitations  you 
wouldn't  find  at  a  hotel.  Some 
owners  ask  guests  not  to 
smoke;  others  don't  accept 
children.  A  number  of  apart- 
ments are  in  buildings  with- 
out elevators.  And  you  can't 
expect  the  level  of  service 
found  in  most  hotels.  To  get 
maid  service  during  a  multi- 
day  stay,  for  example,  you 
must  generally  pay  ex- 
tra to  hire  outside  help. 

You  may  also  show 
up  at  a  place  only  to  find 
it's  not  as  luxurious  or 
well-maintained  as  you'd 
like.  To  avoid  disappoint- 
ment, ask  for  photos  of  the 
accommodations  before  you 
mail  your  deposit. 

Many  B&B  owners  do  not 
rent  their  places  directly  but 
list  them  with  agents,  who 
handle  matters  from  collect- 
ing fees  to  providing  keys. 
About  10  agencies  handle 
roughly  1,000  spaces  in  Man- 
hattan. Among  the  biggest 
are  Urban  Ventures  (212  594- 
5650),  City  Lights  (212  737- 
7049),  and  At  Home  In  New 
York  (212  956-3125).  With  a 
pad  in  Manhattan  and  a  hand- 
ful of  subway  tokens,  you  can 
almost  call  yourself  a  New 
Yorker.         Andrea  Rothman 


tirement  Account.  As  long  as 
you  roll  the  money  back  into 
an  IRA  within  60  days,  you'll 
lose  only  the  interest  you 
would  have  earned — and  you 
won't  pay  taxes  or  penalties. 
■  prep  guide. Deloitte  & 
Touche's  100-page  Questions 
at  Stockholders'  Meetings 
1991  covers  queries  investors 
may  want  to  ask — and  CEOs 
should  be  ready  to  answer. 
It's  free  from  local  Deloitte 
offices,  or  call  212  492-4148. 
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ndex  to  Companies 

is  index  gives  the  starting  page  for  a  story  or  fea- 
e  with  a  significant  reference  to  a  company.  Most 
asidiaries  are  indexed  under  their  own  names, 
impanies  listed  only  in  tables  are  not  included. 


I  Asea  Brown  Boveri  46, 

i 

>ott  Laboratories  72 

:  100 

or  26 

liated  Computer 
stems  83 


Dell  Computer  72 
Delta  Air  Lines  26 
Dofasco  47 
Dow  Jones  30 
Drexel  Burnham 

Lambert  70 
Du  Pont  100 


ease  28 
dahl  83 

sricon  Airlines  26 
jrican  Express  26 
?rican  Rare  Coin 
change  74 
dco  60 

lersen  Consulting  83 
;  Hotel  74 
s-Serono  81 
Home  In  New  York  96 
J  14,  36,  83,  85,  8f> 
li  54 


k  of  France  22 

k  of  San  Francisco  92 

r  Stearns  77 

semer  Trust  92 

llehem  Steel  14 

.  Goodrich  10  100 

der  Robinson  74 

;nt  94 

W  54 

ing  64 

den  88 

ndywine  Asset 

□  nagement  77 

niff  28 

ish  Airways  26 
»n  Brothers 
irriman  77 


>  100 

ise  Manhattan  92 
Dride  Silent  Power  54 
ysler  14,24,54 
-Lights  96 
□  rly  Canadian 
verage  72 
/eland-Cliffs  79 
d  Mediterranee  26 
a-Cola  88 
n  Systems  79 
nbustion  Engineering  46 


Eastern  Air  Lines  28 
Eastman  Kodak  14 
Eaton  22 

Electronic  Data  Systems  83 
Emerson  Electric  82 
Emerson  Radio  70 
Equitable  6 
Equity  Funding  27 

F 

Federal  Express  54 
Fiat  54 

Fidenas  Investment  70 
Financial  Data  Systems  72 
Financial  News 

Network  30 
First  City  Bancorp  36 
Fluor  94 

Ford  14,54,60,81,82 

Froncorosso 

International  26 
Fujitsu  83 

G 


Hantex  Development  74 

Hanwa  48 

Heller  Financial  76 

Henley  36 

Henry  Dreyfus 

Associates  86 
Hewlett-Packard  81 
Hills  Department  Stores  76 
Hillsdown  Holdings  47 
Hitachi  83 
Honda  54 


International 

Technology  94 
Ionics  94 
Ixys  82 

J 

John  Hancock  6 
Johnson  &  Johnson  88 
Johnson  Controls  100 
JVC  25 

K 

Kennedy  ID.S.)  79 
Kodak  Canada  47 
K  mart  70 
Kraft  71,  88 
Kroger  85 

L 

Libra  Invest  &  Trade  36 
Liggett  Group  34 
Lockheed  14,64 
Loews  34 

M 

Management  Co. 

Entertainment  Group  72 
Marubeni  46,  86 
Massachusetts  Mutual  6 
Matsushita  25,  86 
Maybelline  66 
Mazda  54,  58 
McDonnell  Douglas  64 
MCI  85 

Mercedes-Benz  54 
Merrill  Lynch  77 
Metropolitan  6 
Micro  Linear  82 
Midway  Airlines  28,  36 
Mitsubishi  46 
Mitsui  46 
Mobil  Research  & 

Development  60 
Monsanto  88 
MONY  6 

Morgan  Guaranty  Trust  92 
N 

NBC  100 
NCR  36 
NEC  83,86 

New  Amsterdam 

Partners  77 
New  York  Life  6 
Nissan  22 
Northrop  64 
Northwestern  6 
NWQ  Investment 

Management  77 

o 

OHM  94 
Oji  Paper  22 
OmniCorp  79 

P 

Pacific  Gas  &  Electric  82 
Pan  American  World 

Airways  28 
Pegasus  Capital  28 
PepsiCo  71,88 
Philip  Morris  34,  36 
Pier  1  Imports  79 
Polaris  Aircraft  Income 

Funds  28 
Procter  &  Gamble  66 
Prudential  6,  28,  77 


R 

Raytheon  94 
Reliance  Group 

Holdings  72 
Renault  22 
Resurgens 

Communications  79 
Revlon  66 
Ricoh  22 

Royal  Bank  of  Canada  47 
Russell  Reynolds 

Associates  6 
Ryder  System  71 

s 

Samsung  25,  70 
Santa  Fe  International  94 
Satcom  China  74 
Savoy  Group  26 
Security  Pacific  National 

Bank  92 
Semi-Tech  70 
Sharp  25 
Shearson  Lehman 

Brothers  28 
SinterCast  81 
Sony  25 

Soundview  Financial 

Group  77 
Steigenberger  26 
Stelco  47 

Storage  Technology  83 
T 

Tandem  Computers  82 
Tele-Art  Securities  74 
3M  14 

Tiger  Management  79 
Time  Warner  85 
Tomei  Industrial  70 
Tonti  Properties  76 
Toshiba  86 
Toyota  45 
Tracor  76 

Trans  World  Airlines  28 
Tridon  47 

Turner  Broadcasting  30 
U 

U-Haul  International  71 
Ultrasystems  27 
United 

Telecommunications  85 
UPS  54 

Urban  Ventures  96 
U.S.  Bancorp  85 
U.S.  Sprint  85 
U.S.  Trust  92 

V 

Varco  International  94 
Volkswagen  54 

w 

Wal-Mart  70 
Walt  Disney  26 
Wellington  Fund  77 
Westinghouse  14,  30,  76 
Westin  Hotels  &  Resorts  36 

X 

Xerox  14 
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iurance  82 
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ton  Communications  72 


IBM  22,27,77,83 

Independent  American 

Savings  36 
Inductametals  81 
Inn  New  York  City  96 
Insilco  76 
Intercontinental 

Enterprises  74 
Intergraph  94 
Intermork  79 


Gannett  10 

GATX  Capital  76 

GE  14,28,30,54,64,76 

General  Dynamics  64 

Georgia  Power  82 

GM  32,54,58,60,82 

Go-Video  25 

Graystone  6 

Groupe  Bull  22 

GTE  85 

H 


1  Exxon, 

2 

General  Motors 

3 

Mobil 

4 

Ford  Motor 

5 

IBM 

6 

Texaco 

7 

E  I.  du  Pont 

8                  Standard  Oil  (Ind  ) 

9 

Standard  Oil  of  Cal. 

10 

General  Electric 

1 1 

Gulf  Oil 

12 

Atlantic  Richfield 

13 

Shell  Oil 

14 

Occidental  Petroleum 

15 

U.S.  Steel 

16 

Phillips  Petroleum 

1  7 

^i  in 

27 
million 
Americans 
cant  read. 
And  guess 
who  pays 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back..  . by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how. 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 
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These  among  many  international  firms  have  chosen  Quebec 
because  they  need  the  right  business  environment  to  succeed. 

JOIN  THE  WINNERS ! 


Gouvernement  du  Quebec 
Ministere  de  I'lndustrie,  du  Commerce 
I  et  de  la  Technologie 

Investment  Promotion  Branch 
770  Sherbrooke  St  W 
Montreal  (Quebec)  H3A1G1 
Tel  :  (514)  982-3013 
Fax  (514)873-4503 
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,  the  market  buzzed  with  rumors 
at  the  Soviets  were  selling  in  or- 
;r  to  pay  their  bills. 
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MARKET  ANALYSIS 
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.  S.  STOCKS 
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DW  JONES  INDUSTRIALS 

2917.6 

1.6 

6.3 

G  COMPANIES  (Russell  1000) 

196.3 

2.3 
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ALL  COMPANIES  (Russell  2000) 

169.8 

'.'  6 

3.7 
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>REIGN  STOCKS 
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change  (local  currency) 
Week  52-week 


)ND0N  (FINANCIAL  TIMES  100)         2464.6  1.0  8.3 

)KY0  (NIKKEI  INDEX)  26,104.7  -1.3  -16.5 

)R0NT0  (TSE  COMPOSITE)  3486.3  0  1  -5.2 


FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

6.0% 

6. 1  % 

8.1  % 

30-YEAR  TREASURY  BOND  YIELD 

8.3% 

8.4% 

8.5% 

S&P  500  DIVIDEND  YIELD 

3.2% 

3.3% 

3.4% 

S&P  500  PRICE/EARNINGS  RATIO 

17.5 

17.1 

15.0 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 

333.3 

330.9 

Positive 

Stocks  above  26-week  moving  average 

83.7% 

82.2% 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.39 

0.45 

Neutral 

Insider  sentiment:  Vickers  sell/buy  ratio 

1.96 

1.85 

Positive 

INDUSTRY  GROUPS 


BRIDGE  INFORMATION  SYSTEMS  INC 
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BROKERAGE  FIRMS 

17.1 
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21.4 

25.7 
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FURNISHINGS  AND  APPLIANCES 
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WHIRLPOOL 
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10.3 
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TRANSPORTATION  SERVICES 

-9.4 

-26.8 

FEDERAL  EXPRESS 

-12.0 

-35.3 

35% 

COMPUTER  SYSTEMS 

-9.4 

7.4 

COMPAQ  COMPUTER 

-15.1 

26.6 

62% 

OIL  WELL  EQUIPMENT  AND  SERVICES 

-6.2 

9.8 

HALLIBURTON 

-13.0 

1.1 
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SEMICONDUCTORS 

-5.0 

0.1 

MOTOROLA 
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57% 
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-4.4 
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BROWN  &  SHARPE 
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SKEARSON  EUROPEAN 
EUROPEAN  PLUS 

52-week  total  return 


STRATEGIC  INVESTMENTS 
STRATEGIC  GOLD/MINERALS 
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RELATIVE  PORTFOLIOS 
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ercentages  indicate 
ve-day  total  returns 


Treasury  bonds 
$11,062 

+  1.29% 


9 


W 

U.  S.  stocks 
$10,947 

+  1.01  % 


llll 


Money  market  fund 
$10,653 

+  0. 1 3  % 


0 

Foreign  stocks 
$10,498 

-4.20% 


DATA  RESOURCES  INC 


Gold 
$9,103 

-1.10% 


II  doto  on  this  page  are  as  of  market  close  Wednesda 
dustry  groups  include  S&P  500  companies  only;  perforrr 


Mar.  27,  1991,  unless  otherwise  indicated, 
ice  and  share  prices  are  as  of  market  close 


Mar.  26.  Mutual  fund  returns  are  as  of  Mar  22.  Relate 
detailed  explanation  of  this  page  is  available  on  reque: 


portfolios  are  valued  as  of  Mar.  26.  A  i 
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CLEAN  AIR:  LEAVE  DETROIT 
ROOM  TO  BREATHE 


The  trend  is  unmistakable:  Clean  cars  are  coming,  as 
this  week's  cover  story  makes  clear  (page  54).  But 
they're  coming  because  the  states,  with  California  in 
the  vanguard,  and  the  federal  government  are  mandating 
them.  The  intent  is  good — who  can  argue  with  the  goal  of 
cleaner  air?  The  problem  is  that  without  the  checks  and 
balances  provided  by  the  market,  there's  no  guarantee  a 
legislated  solution  is  the  optimum  one.  Even  well-conceived 
laws  produce  unforeseen  consequences.  Sometimes,  they  can 
move  us  farther  from  our  goal. 

This  may  well  be  true  of  the  push  to  develop  cars  that  run 
on  some  hydrocarbon  fuel  other  than  gasoline,  or  on  electric- 
ity, or  even  hydrogen.  Retooling  to  produce  one  or  more  of 
these  alternatives  will  require  huge  outlays  by  an  industry 
whose  major  players  are  struggling  with  some  of  the  big- 
gest losses  ever  recorded  by  any  U.  S.  business.  Will  the 
industry  expend  these  sums  only  to  find  that  our  politicians 
have  bet  Detroit's  money  on  the  wrong  horseless  carriage? 
Will  electric  cars  still  seem  the  way  to  go  if  the  demand  they 
create  for  electricity  forces  utilities  to  put  up  new  coal-fired 
or  nuclear  power  plants?  How  worthwhile  will  natural-gas 
cars  seem  if  they  turn  out  to  exacerbate  global  warming? 
Indeed,  what  if  C02,  one  of  the  main  causes  of  global 
warming,  proves  to  be  an  even  greater  threat  to  life  on  this 
planet  than  are  the  smog-producing  pollutants  that  alterna- 
tive cars  are  designed  to  minimize?  It  may  not  require 
scrapping  a  decade's  worth  of  work,  but  it  will  surely  mean 
billions  of  dollars  of  additional  expense. 

Solving  this  conundrum  isn't  easy.  Clearly,  the  auto  com- 
panies should  be  encouraged  to  explore  alternative  fuels. 
But  any  program  that  does  so  must  remain  flexible  enough 
to  permit  quick  lane  changes  if  it  becomes  clear  that  improv- 
ing fuel  efficiency  is  even  more  critical  than  building  cleaner 
cars.  The  present  program,  a  briar  patch  of  state  and  federal 
laws,  scarcely  addresses  the  CO;,  problem  at  all.  As  lawmak- 
ers debate  new  rules  that  would  dramatically  tighten  fuel- 
economy  standards,  they  need  to  ask  themselves  whether 
carmakers  have  the  resources  to  attend  to  both  concerns  at 
once.  The  system  must  have  enough  leeway  to  let  carmakers 
cope  with  the  most  pressing  issue. 


GIVE  WORKERS  FAIR 
WARNING  ON  HAZARDS 


The  Supreme  Court  ruled  on  Mar.  20  that  policies  re- 
stricting women  of  childbearing  age  from  certain  jobs 
constitute  illegal  sex  discrimination. 
The  Equal  Employment  Opportunity  Commission  reckons 
such  policies  close  tens  of  thousands  of  jobs  to  women. 
About  15  major  U.  S.  companies  have  such  policies,  including 
B.  F.  Goodrich  and  Du  Pont.  Companies  say  the  decision — 
involving  Milwaukee-based  Johnson  Controls,  a  car-battery 


maker  that  barred  women  of  childbearing  age  from  jot 
involving  lead  exposure — leaves  them  with  unattractive  oM 
tions.  They  can  expose  women  to  potentially  hazardous  suM 
stances,  risking  damage  to  unborn  babies  and  liability  suit™ 
They  can  seek  to  rid  the  workplace  of  those  substance* 
upping  costs  significantly.  They  can  shut  down  operations! 

The  Johnson  Controls  case  makes  it  clear  companies  canl 
impose  their  own  values  about  acceptable  workplace  riskJ 
That's  commendable:  Workers  should  be  free  to  make  theil 
own  decisions.  But  while  workers  must  bear  the  risks  o| 
their  choices,  companies  must  ensure  that  they  have  su 
cient  information  to  make  reasonable  and  informed  dec 
sions.  Courts  will  hold  employers  that  fail  to  disclose  wor 
place  risks  liable  for  failing  to  warn.  Labor  groups  hope  th 
ruling  will  force  companies  that  no  longer  can  remove  th 
workers  to  remove  the  hazards.  That  is  what  should  happe 
of  course,  but  at  the  very  least  companies  should  reassess! 
their  disclosures  and,  if  necessary,  expand  them  without  toe 
much  effort  and  expense.  This  compromise  would  mollifjj 
business'  fears  that  the  Johnson  Controls  ruling  will  inevita 
bly  drive  up  costs  and  interfere  with  the  ability  of  U.  S 
companies  to  compete  overseas. 


FREE  THE  NETWORKS 
FROM  FCC  SHACKLES 


For  two  decades,  Uncle  Sam  has  largely  barred  the 
major  television  networks  from  the  $3  billion-a-yearSL 
business  of  producing  and  syndicating  prime-time! 
shows.  And  for  almost  that  long,  ABC,  NBC,  and  CBS,  predict- 
ably enough,  have  chafed  at  the  rules. 

While  the  three  networks  had  a  stranglehold  on  TV  audi- 
ences, those  regulations  made  sense.  The  Federal  Communi- 
cations Commission's  Financial  Interest  &  Syndication 
rules — known  as  "Fin-Syn" — barred  the  networks  from  own- 
ing most  prime-time  programs  they  broadcast  and  from 
getting  a  cut  from  reruns  of  those  shows. 

But  conditions  have  changed,  and  so  should  the  rules.  The 
rise  of  cable  and  stronger  independent  stations  has  caused 
the  networks'  share  of  the  prime-time  viewing  audience  to 
plummet,  from  91%  in  1979  to  67%  in  1989.  Letting  the 
networks  into  the  programming  business  doesn't  pose  the 
same  danger  it  once  did,  since  Hollywood  has  far  more 
options  today.  Indeed,  abolishing  the  rules  would  foster 
competition  in  programming. 

Until  a  few  weeks  ago,  it  seemed  the  FCC  was  willing  to 
phase  out  the  rules,  a  move  backed  by  Chairman  Alfred  C. 
Sikes  and  the  White  House.  But  bitter  personal  clashes  may 
thwart  this  effort  when  the  FCC  takes  up  the  issue  on  Apr.  9. 
A  majority  of  the  five-member  commission  seems  to  be 
swayed  more  by  its  dislike  of  Sikes  than  by  the  merits  of  the 
case.  The  majority  supports  a  proposal  by  Commissioner 
Andrew  C.  Barrett  that  would  impose  a  new  set  of  restric- 
tions on  the  networks.  There's  no  justification  for  swapping 
one  network  straitjacket  for  an  even  more  confining  one. 
The  commissioners  should  reserve  their  rivalries  for  the 
back  room  and  focus  on  the  benefits  to  viewers  from  freeing 
the  networks. 
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It  flies  in  the  face 
of  convention. 
And  we  do  mean 
flies. 


'he  Sonata  GLS  V6. 


Conventional  wisdom  says  it's  easy  to  get 
five  adults  into  most  midsize  sedans.  But  hard  to 
get  any  real  performance  out. 

So  we  endowed  the  Sonata  GLS  V6  with  a 
fresher,  smarter  set  of  standards. 

Like  the  largest  fuel-injected  V6  engine  of  any 
import  in  its  class.  A  smooth,  4-speed  automatic. 
And  power-assisted,  ventilated  front  disc  brakes. 


The  result  is  a  sedan  so  responsive,  zero  to 
sixty,  it  will  outrun  a  Ford  Taurus  L,  Lexus  ES250 
or  even  a  BMW  735i.  And  so  well-balanced  from 
seventy  to  zero,  it  will  stop  quicker,  too* 

Waiting  inside  is  another  impressive  display 
of  power:  Power  steering  and  brakes.  Power 
windows  and  door  locks.  Dual  power  rearview 
mirrors.  Even  a  power  antenna. 

As  well  as  amenities  like  air  conditioning. 
Cruise  control.  A  high-output  audio  system.  And 
the  most  passenger  room  of  any  car  in  its  class. 

Now,  add  the  security  of  a  36-month/ 
36,000-mile  no-deductible  bumper-to-bumper 
limited  warranty.1" 

The  Sonata  GLS  V6  from  Hyundai.  Welcome 
to  life  in  the  smart  lane.  uviinnni 


inn' 
lira 


Hyundai.  Yes,  Hyundai. 


'CAR  and  DRIVER.  "ROAD  TEST  DIGEST,"  8/90.  'SEE  DEALER  FOR  DETAILS  DO  BUCKLE  UP  DON'T  DRINK  AND  DRIVE  ©  1990  HYUNDAI 
FOR  A  FREE  BROCHURE  AND  THE  DEALER  NEAREST  YOU,  CALL  1-800-826-CARS 
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The  philosophy  which  drives 

our  16,000-person, 

$2.7  billion  R&D  department. . . 


To  Hitachi,  the  true  measure  of  a  corporation 
cannot  be  found  on  the  financial  pages  or  a  balance 
sheet. 

Rather,  the  true  measure  of  a  company's  worth 
is  its  commitment  to  enhance  the  quality  of  life. 

Few  corporations  can  compare  with  Hitachi  in 
this  regard. 

Our  16,000-person  R&D  department  creates 
technologies  that  directly  affect  the  lives  of  people 
everywhere. 

We're  involved  in  the  development  of  a  vast 

©1991  Hitachi.  Ltd  Tokyo.  Japan  All  rights  reserved 


range  of  medical  diagnostic  equipment.  Hydroele 
trie  and  thermal  power  plants.  Computers,  semico 
ductors  and  locomotives.  Scientific  research  and 
analyses  instruments.  As  well  as  consumer 
electronics,  new  materials  and  telecommunicarior 
systems. 

With  33  research  laboratories  located  in 
Japan,  Europe  and  the  United  States,  R&D  is  the 
lifeblood  of  Hitachi.  It's  the  reason  we're  the  nint 
largest  corporation  in  the  world.  With  290,000 
employees  and  172  offices  in  34  countries. 


. .  centers  on  a  very  important 
subject:  people. 


Titachi  is  a  people  company  in  other  ways,  too. 
Dur  recently  established  GPEEN  Center 
bal  Resources,  Environment  &  Energy  System 
:er)  will  soon  join  the  battle  to  solve  such 
ilems  as  acid  rain,  the  greenhouse  effect  and 
le  depletion.  Even  more,  we  accept  some  50 
gn  researchers  every  year  to  work  at  our 
arch  laboratories.  The  international  exchange 
formation  that  takes  place  leads  to  technologi- 
dvances  and  stimulates  further  discussion 
ng  the  academic  community. 


The  breadth  and  scope  of  Hitachi  is  deep, 
indeed.  Our  products  are  found  in  offices,  stores, 
factories,  hospitals  and  homes  around  the  world. 

And  with  a  people-oriented  philosophy,  Hitachi 
will  continue  to  grow  and  secure  a  place  as  a  citizen 
of  the  world.  Creating  products  and  technologies 
that  make  the  lives  of  people  everywhere  better. 

•$2,718  million,  net  R&D  expenditures  for  the  year  ended  March  31, 1990  US$1  =  ¥158 

0  HITACHI 


HIGHEST  SAFETY  RATING  OF  ANY  CAR  OVER  THE  1988-1989-1990  PERIOD.* 


MERCEDES-BENZ  RANKED  THE  MOST  DEPENDABLE  CAR  IN  AMERICA.1 


'  Htghway  Loss  Data  Institulc,  1988,  1989  and  1990  t  j.D.  Power  8i  Associates  Vehicle  Dependability  Index  Study  Of  Or,einal  Owners  Based  on  things  gone  wrong  to  4.  »  <-y«r-old  model  vehicles 
■  Over  a  ten  year  penod.  Mercedes-Bcn,  cars,  as  a  line,  have  retained  a  higher  percentage  of  original  value  than  any  other  make.  Urban  Science  Applications.  Inc.  Model  Years  1978-1987.  tt  A  1957  Mercedes-Ben,  180D,  w,th  over 
1,18-4.8811  miles,  cited  by  the  Guinness  Bi»ik  til  Records.  ©  1990  Mercedes-Ben;  of  N  A  ,  Inc.,  Montvale.  NJ 
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:H  TECHNOCRATS  ARE  BREAKING  UP  VERTICAL  PRODUCERS  SUCH  AS  SKODA,  WHICH  MAKES  IT  ALL — FROM  RAW  STEEL  TO  REACTOR  CORES 


Special  Report 


6  REAWAKENING  IN  EAST  EUROPE 

Taxes  and  interest  rates  are 
staggering,  supplies  uncertain.  And 
there's  no  blueprint  for  reversing 
Marx's  manifesto.  But  that  hasn't 
daunted  half  a  million  new 
entrepreneurs  who  are  working 
feverishly  to  rebuild  amid  the  ruins 
of  Communist  economies.  Not  only  is 
the  private  sector  taking  root  but  it's 
also  providing  a  vital  safety  net  for 
the  displaced  proletariat 

1    EASTWARD,  HO! 

Despite  the  pitfalls,  foreign  pioneers 
have  already  cut  a  slew  of  deals  in 
East  Europe,  bringing  in  more  than 
$1  billion  so  far.  And  it  looks  as  if 
that's  just  the  beginning 

4  POLAND 

The  pain  and  the  gain 

5  CZECHOSLOVAKIA 

The  reluctant  reformers 

8  HUNGARY 

A  giant  step  ahead  of  the  pack 
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sell-offs  to  lower  debt  by  $500  million 
38  CALIFORNIA  SCREAMIN' 
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ENGINEERED  LIKE  NO  OTHER  CAR  IN  THE  WORLD 

For  more  information  call  1-800-242-7878  or  visit  your  authorized  Mercedes-Benz  dealer. 
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THE  HIGH-TECH  AND  HEALTH  CARE 
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PRODUCTION 

Change  from  last  week: 
Change  from  last  year: 


-0.3° 
-3.0  °< 


LEADING 

Change  from  last  week:  0.1% 
Change  from  last  year:  -0.4% 
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215 
210 
205 
200 
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-  -  -    Mar.  16  ■ 
215.2 
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1990  1990  1990 

The  production  index  fell  for  the  week  ended  Mar.  23,  but  the  index  has  moved 
little  in  the  past  few  weeks.  On  a  seasonally  adjusted  basis,  output  of  truck 
production  soared,  and  auto  output  increased  as  well.  Steel,  electric  power,  coal, 
crude-oil  refining,  lumber,  and  rail-freight  traffic  output  were  all  down.  Data  on 
paper  and  paperboard  production  were  unavailable.  Prior  to  calculation  of  the  four- 
week  moving  average,  the  index  dropped  to  171.7,  from  173.6. 

BW  production  index  copyright  1991  by  McGraw-Hill  Inc 


1990 

The  leading  index  increased  slightly  for  th 
continues  to  forecast  a  relatively  listless  econo 


1990 

increased  slightly  fc 


1990 


19911 


week  ended  Mar.  23,  as  the  indexl 
y  for  the  next  few  months.  For  thel 
latest  week,  lower  stock  prices,  higher  bond  yields,  and  slower  growth  in  real  estate! 
loans  offset  a  better  growth  rate  in  materials  prices,  a  pickup  in  M2  growth,  and  al 
drop  in  the  number  of  business  failures.  Before  calculation  of  the  four-week  moving! 
average,  the  index  fell  to  215.4,  from  215.5  in  the  prior  week. 

Leading  index  copyright  1991  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


Latest 
week 

Week  ' 
ago 

%  Change 
year  ago 

STEEL  (3/30)  thous.  of  net  tons 

1,581 

1,602  = 

-17.1 

AUTOS  (3/30)  units 

99,810 

108,706r  = 

-26.6 

TRUCKS  (3/30)  units 

64,028 

61,345r # 

-28.2 

ELECTRIC  POWER  (3/30)  millions  of  kilowatt-hours 

50,787 

51,559  = 

-3.1 

CRUDE-OIL  REFINING  (3/30)  thous.  of  bbl./day 

12,703 

12,735  = 

-1.9 

COAL  (3/23)  thous.  of  net  tons 

19  629  = 

20,109 

-5.8 

PAPERBOARD  1    23)  thous  ot  i.„, 

7',  1  V  -: 

763. 7r 

-0.3 

PAPER  (3/23)  thous.  of  tons 

761.  Ox 

737  0. 

1.7 

LUMBER  (3/23)  millions  of  ft. 

489.0  = 

495.9 

-7.7 

RAIL  FREIGHT  (3/23)  billions  of  ton-miles 

19.3# 

19.3 

-3.5 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst  ,  Energy  Dept.,  American  Paper  Inst.,  WWPA1,  SFPA-,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (4/3) 

137 

1  39 

157 

GERMAN  MARK  (4/3) 

1.67 

1.71 

1.69 

BRITISH  POUND  (4/3) 

1.78 

1.74 

1.64 

FRENCH  FRANC  (4/3) 

5.64 

5.81 

5.70 

CANADIAN  DOLLAR  (4/3) 

1  16 

1.16 

1.17 

SWISS  FRANC  (4/3) 

1  41 

1.45 

1.50 

MEXICAN  PESO  ■; 

2,973 

2,970 

3.773 

Sources:  Ma|or  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

n  units  per  U 

S.  dollar,  except  for 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (4/3)  $/troy  oz. 

359.200 

354.050 

-4.0 

STEEL  SCRAP  (4/2)  #  1  heavy,  $/ton 

102.00 

102  00 

-6.4 

FOODSTUFFS  (4/1)  index,  1967  =  100 

2  1  2  1 

209.3 

-4.3 

COPPER  (3/30)  ,/lb. 

111.5 

112  4 

-13.6 

ALUMINUM  (3/30)  o/lb. 

66.8 

68.9 

-9.5 

WHEAT  (3/30)  =2  hard,  $/bu. 

2.98 

2.89 

-26.6 

COTTON  (3/30)  strict  low  middling  1-1/16  in.,  c/lb. 

75.84 

77.45 

10.7 

LEADING  INDICATORS 


latest 

Week 

%  Chanel 

week 

ago 

year  ogl 

STOCK  PRICES  (3/29)  S&P  500 

374.22 

368.14 

CORPORATE  BOND  YIELD,  Aaa  (3/29) 

8.92  % 

8.97  % 

-4.1 

INDUSTRIAL  MATERIALS  PRICES  (3/29) 

95.3 

95  8 

BUSINESS  FAILURES  (3/22) 

391 

405 

40. 

REAL  ESTATE  LOANS  (3/20)  billions 

$402  6 

$402.4r 

9. 

MONEY  SUPPLY,  M2  (3/18)  billions 

$3,386  3 

$3,379  4 

3. 

INITIAL  CLAIMS,  UNEMPLOYMENT  (3/16)  thous 

510 

519 

45. 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=100),  Dun 
Bradstreet  (failures  of  large  companies),  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasoi 
ally  adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


■■■■ 

latest 
month 

Month 
ago 

%  ChangBl 
year  ag<  ' 

MANUFACTURERS'  INVENTORIES  (Feb.)  billions 

$388.5 

$388.4r 

MANUFACTURING  SHIPMENTS  (Feb  )  billions 

$233.4 

$234.5r 

PERSONAL  INCOME  (Feb.)  annual  rate,  billions 

$4,735.9 

$4,724  3 

C0NSTR.  SPENDING  (Feb.)  annual  rate,  billions 

$395  1 

$395.4r 

Sources:  Commerce  Dept.,  Census  Bureau 

MONETARY  INDICATORS 

latest 

Week 

%  ChangM  f 

week 

ago 

MONEY  SUPPLY,  Ml  (3/18) 

40  4 

BANKS'  BUSINESS  LOANS  (3/20) 

320.2 

319.0r 

3  0 

FREE  RESERVES  (3/20) 

872r 

853r 

57.7 

N0NFINANCIAL  COMMERCIAL  PAPER  (3/20) 

150.1 

146.5 

4  7 

Sources:  Federal  Reserve  Board  (in  billions,  except  fo 
a  two-week  period  in  millions). 

r  free  reserves,  which  are  expressed  fo 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

if 

FEDERAL  FUNDS  (4/2) 

6.46% 

6. 1 7  % 

8.33% 

PRIME  (4/3) 

J.75-9.00 

3.75-9.00 

10.00 

COMMERCIAL  PAPER  3-MONTH  (4/2) 

6.29 

8.30 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (4/3) 

6.20 

6.30 

8.37 

EURODOLLAR  3-MONTH  (3/30) 

6.30 

6.35 

8.38 

Week,  Kansas  City  mk\.,  Memphis  i 


Sources:  Federal  Reserve  Board,  First  Boston 


X  Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  inde> 
1  =  Western  Wood  Products  Assn.         2  —  Southern  Forest  Products  Assn.  -       3  —  Free  ma 


(chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment, 
ket  value         NA     Not  available         r     revised         NM  —  Not  meaningful 
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Taking  Six  MontlksToIBiiiiM  One 
teems  Quite  ReasonaMe  Considering  OowLon| 
An  Owner  IVLay  Keep  Qne° 


aes  as  long  to  build  a  Rolls- 

e  motor  car  today  as  it  did 

y  a  century  ago. 

But  then  handcraftsmanship  is 

ing,  patient  process  that  cannot 

irried. 

\nd  today,  still,  this  nearly  lost 
inn  is  the  pivotal  difference 
een  Rolls-Royce  motor  cars 
ill  others -creating  automobiles 
perbly  engineered,  so  exqui- 
j  finished,  they  live  up  to  the 
stations  of  the  most  demanding 
:rs  in  the  world. 

Bonding  In  A 
New  Perspective, 
half  of  all  Rolls-Royce  motor 
juilt  since  1904  are  still  gliding 
;  the  road. 

Others  are  in  prized  collections 
nuseums. 

Some  are  in  collections  of 
rs  who  simply  haven't  been 
:o  part  with  their  first  Rolls- 
e  motor  car.  Or  their  second, 
ird. 

\nd  some  owners  have  become 
ached  to  their  Rolls-Royce 
r  cars  that,  much  like  family 
)oms,  they  have  been  passed 
)m  generation  to  generation. 

egends  Are  Made  Of  This. 
:>f  the  first  Rolls-Rovce  motor 
?ver  built,  the  1907  Rolls- 
e  Silver  Ghost,  is  still  going 


strong  after  three-quarters  of  a 
century  and  more  than  half  a  mil- 
lion miles. 

Even  now  you  can  test  the 
extraordinary  smoothness  of  the 
Silver  Ghost's  engine  by  balancing 
a  coin  on  the  radiator.  Just  as  Sir 
Frederick  Henry  Royce  first  did  all 
those  years  ago. 

Today,  Rolls-Royce  motor  car 
engines,  while  being  technologically 
current  and  computer  precise, 
continue  to  be  painstakingly  assem- 
bled by  hand.  As  they  were  then. 

And  their  renown  for  power, 
smoothness  and  silence  continues 
to  grow. 

Simplv  The  Best  Motor  Car 
In  The  World. 

The  Rolls-Royce  motor  car  has,  you 
might  say,  been  in  development 
for  85  years.  A  gradual,  systematic 
evolution  with  every  improvement 
thoroughly  researched,  tested 
and  perfected  before  acceptance. 

A  process  that  has  led  to  the 
fabled  Rolls-Royce  ride,  now  further 
enhanced  through  a  remarkable 
new  electronic  suspension  system* 
that,  automatically  and  instanta- 
neously, adjusts  to  meet  changing 


road  surfaces  and  driving  conditions. 

A  load-leveling  system  so  finely 
tuned  that  it  even  compensates  for 
the  gradual  emptying  of  the  fuel 
tank. 

A  radiator  grille  so  intricately 
handcrafted  that  only  ten  men  in 
the  world  are  qualified  to  build  one. 

Aesthetic  refinements  such  as 
rare  woods  from  around  the  world, 
hand-cut  and  perfectly  matched 
to  create  veneers  no  two  cars  will 
ever  share. 

And  in  1990,  a  culmination  of 
refinements  long  in  development 
and  of  sufficient  importance  to  jus- 
tify a  visit  to  an  authorized  dealer 
listed  below. 

Owning  One  Will  Not  Make 
You  A  Different  Person.  Yet  You 
Won't  Be  The  Same,  Either. 
Every  motor  car  in  the  world  can 
be  compared  to  others  in  its  class. 
Except  one.  The  Rolls-Royce  motor 
car.  It  defines  its  own  class. 

Which  gives  an  owner  the  sin- 
gular distinction  of  attaining  a  goal 
all  but  abandoned  in  today's 
homogenized  society. 
Individuality. 
And  how  can  one  ever 
be  the  same  after  that? 


MONTEREY:  Boulevard  Communications,  (408)  899-8800   FREMONT:  Claridge's  Ltd.,  inc.,  (415)  790-1111 
SAN  RAFAEL:  R.  A.  B.  Motors  Inc.,  (415)  454-0582    SACRAMENTO:  Swift  Dodge,  (916)  422-4300 


lis-Royce  Motor  Cars  Inc. ,  1990.  The  name  "Rolls-Royce"  arid  tne  Flying  Lady  mascDt,  badge  and  radiator  grille  are  registered  trademarks,  'Available  on  sedan  models 
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DoesY)urBankerSeeY)i 

You  didn't  get  to  be  a  successful  small  business  owner  by  looking  at  yoi 
customers  as  numbers.  You  didn't  get  to  be  successful  by  taking  it  easy,  either.  Buikn 
your  business  took  passion,  sweat,  struggle  and  commitment. 

So,  now,  we  at  Security  Pacific  Bank  would  like  to  ask  you  a  simple  quests 
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5MoieilianANumber? 

ihould  you  expect  anything  less  from  your  banker  than  you  expect  from  yourself? 

Tb  make  an  appointment  with  ^_  Qp**.  iqitv  DAPlPif*  RANK 

er  who  will  see  vou  as  more  than  a 


a;  just  call  this  one:h800'626-SPNB. 
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Member  FD1C.  ©1991  Security  Pacific  National  Bank  ®  Security  Pacific  Corporation. 
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Without  the  right 

to  choose,  your 
dental  plan  may 
offer  no  more 


than  lip  service. 


When  a  dental  plan  doesn't  allow  patients  the  right  to 
choose  their  own  dentist,  all  the  wrong  things  happen. 

Patients  won't  go  to  dentists  they  don't  know  and 
trust.  So  they  don't  get  necessary  preventive  care.  That 
leads  to  complications  and  more  costly  care  down  th 
line.  Your  company  gets  stuck  twice.  Unused  benefi 
waste  company  money  and  major  treatment  later 
always  costs  more  than  preventive  care  now. 
In  the  name  of  cost  control,  medical  plans  have 
limited  providers  or  restricted  care.  Or  both. That  may 
work  for  medical  coverage  where  major  illnesses  are 
unpredictable  and  the  associated  costs,  catastrophic. 
But  dental  care  is  predictable  and  preventive.  And  dental  plans  build  in  cost  containment  through  annual 
maximum  benefits  and  co-payments  on  most  treatment.  So  all  the  talk  about  restrictions  to  keep  down  dental 
costs  is  just  idle  chatter. 

Put  your  money  where  your  mouth  is.  Don't  settle  for  a  dental  plan  that  builds  in  unnecessary  benefit 
limitations  or  exclusions.  Find  out  about  dental  plan  alternatives  that  give  employees  the  right  to  choose,  yet 
may  cost  less  than  you're  paying  now. 

Call  1-800-736-7071  ext.  1204  or  write  us  for  a  free  brochure  "Structuring  a  Dental  Plan  So  Everyone 
Benefits!' 

CPA  CALIFORNIA  DENTAL  ASSOCIATION 

We're  the  Dentists  who  Set  the  Standards'" 


P.O.  Box  13749,  Sacramento,  CA  95853-4749 

e  CUA  1990 


CDA  Members  also  belong  to  the  American  Dental  Association  and  their  local  dental  society 
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iOME  AIRLINE  SEATING  ISN'T  MUCH  BETTER. 


Pardon  the  slight  exaggeration. 

But  you've  no  doubt  been  on  air- 
es that  squeeze  a  few  extra  rows 
seats  on  their  planes.  Which,  in  turn, 
lueezes  the  passengers  who  have 
sit  in  them. 

At  Alaska  Airlines,  we  believe 


there's  room  for  improvement. 

So,  on  most  of  our  flights  you'll 
find  a  bit  more  legroom,  allowing  you 
to  sit  back,  relax  and  feel  comfortable. 

That  way,  you'll  be  in  a  good  posi- 
tion to  enjoy  our  tasty  meals.  Com- 
plimentary wines.  And  friendly  service. 


Next  trip  up  or  down  the  west 
coast,  call  your  travel  agent  or  Alaska 
Airlines  at  1-800-426-0333.  We'll  try 
not  to  cramp  your  style. 


Voted  "Best  US  Airline"  by  the  readers  of  Conde  Nast  Traveler  magazine 


Charging.  Dodging.  Challenging. 
Guarding.  One  side  on  the  offensive. 
One  side  on  the  defensive. 

When  the  press  faces  off  against 
public  figures,  it  sometimes  seems  like 
a  sporting  event.  But  it's  more  serious 
than  that.  Because  often,  at  the  heart 
of  the  issue  is  the  First  Amendment. 
And  its  guarantees  of  a  free  press. 

Some  say  the  rights  of  the  press 
should  be  taken  away.  Thev  sav  the 


press  goes  too  far.  Sometimes  even  the 
press  questions  how  far  is  too  far. 

Others  say  the  rights  of  the  press 
protect  the  rights  of  the  people.  Your 
right  to  be  informed  about  things  that 
affect  your  life  and  your  right  to  decide. 

The  debate  will  continue. 

But  one  thing  is  for  sure,  You  wont 
ahva>s  agree  w  ith  what  the  press  has 
to  say. 

And  it's  vour  neht  not  to. 


To  learn  more  about  the  role  of  a 
free  press  and  how  it  protects  your 
riahts.  contact  the  First  Amendment 
Center  at  1-800-542-1600. 

If  the  press 
didn't  tell  us, 
who  would? 
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A  public  service  message  of  The  Ad  Council  and  Rie  Socien  of  Professional  Journalists. 


McGraw-Hill 


hen  you  need  business  information,  why  not  get  the  total  story —  any 
time —  instantly.  That's  the  advantage  of  the  McGraw-Hill  Publications  Online 
database. 

Now,  count  on  immediate  access  to  every  original  article,  word  for  word,  exactly  as 
it  appeared  (except  for  graphics)  in  the  leading  McGraw-Hill  magazines  and 
newsletters  serving  the  needs  of  today's  business,  worldwide. 

Only  McGraw-Hill,  the  world's  foremost  business  information  publisher,  can  deliver 
it  all  so  completely.  Companies,  people,  products,  whatever  the  topic — here's  the 
unequaled  connection  to  the  full  story  in  seconds.  Call  for  total  recall  today.  For  the  1991 
list  of  our  publications  online,  contact  Andrea  Broadbent  at  (609)  426-5523. 
Or  Fax  to  (609)  426-7352.  Or  send  us  the  coupon. 


•  Business  Week 

•  Aviation  Week  &  Space  Technology 

•  Biotechnology  Newswatch 

•  Byte 

•  Chemical  Engineering 

•  Data  Communications 


•  Engineering  News-Record 

•  Lan  Times 

•  Nucleonics  Week 

•  Plait's  Oilgram  News 

•  Physician  &  Sportsmedicine 

•  Postgraduate  Medicine 


.  .  .  AND  DOZENS  MORE. 

Available  through  Nexis®  Dialog,®  and  Dow  Jones  News  /Retrieval® 


r 


McGraw-Hill 
Publications  Onijne 

Princeton-Hightstown  Road 
Hightstown,  NJ  08520-9459  U.S.A. 

Please  send  me  the  complete  1991  list 
of  your  publications  online. 


N  a  1 1 1  <  • 


~1 


Title 


Company 


Address 


City 


Stair 


j  BW 


Zip/Postal  Code 
1.1. 


Country 


-J 


isnll 


BusinessWeek 


EDITOR-IN-CHIFF:      [..hen  B  Shepard 
MANAGING  EDITOR:  John  A.  Dierdorff 
CHIEF  ECONOMIST:  William  Wolman 

ASSISTANT  MANAGING  EDITORS: 

Robert  J  Dowling,  Mark  Morrison.  Anthony  J  Pansi 
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THE  HARD  TRUTHS  FACING 

U.S.  SOFTWARE  MAKERS  

The  findings  you  describe  in  "Can  the 
U.  S.  stay  ahead  in  software?"  (In- 
formation Processing,  Mar.  11)  are  sup- 
ported by  similar  research  of  our  Center 
for  Research  on  Creativity  &  Innovation. 
However,  our  conclusions  differ.  Very 
few  of  the  software  developers  we  know 
are  amenable  to  the  idea  of  the  software 
factory;  to  the  contrary,  they  abhor  the 
idea.  It  greatly  restrains  creative  activi- 
ty, in  their  view. 

The  companies  with  which  we  work 
find  another  approach  more  palatable 
and  practical.  It  is  the  use  of  university 
graduates  (Western  "creative  genius"  as 
cited  by  Japanese  software  management 
in  your  article)  to  design  software,  then 
the  assignment  of  programming  tasks  to 
those  who  find  the  software-factory  en- 
vironment more  acceptable — either  peo- 
ple trained  in  U.  S.  technical  institutes  or 
technicians  in  other  countries. 

Using  this  approach,  the  U.  S.  can 
overcome  the  shortage  of  software  de- 
velopers by  using  scarce  and  talented 
resources  to  design  software  and  tap- 
ping new  resources  to  build  software 
under  the  manufacturing-like,  high-qual- 
ity controls  of  the  software  factory. 

J.  Daniel  Couger 
Director 

Center  for  Research  on  Creativity 
&  Innovation 
University  of  Colorado 
Colorado  Springs,  Colo. 

Can  the  U.  S.  stay  ahead  in  software? 
Not  unless  software  developers  rec- 
ognize that  they  are  engaged  in  a  busi- 
ness and  not  in  an  art  form. 

Quality?  A  secondary  concern.  One 
bug  per  10,000  lines  of  code  is  consid- 
ered acceptable,  so  that's  what  most  or- 
ganizations shoot  for.  And  what  most 
get.  Sounds  suspiciously  like  Detroit  in 
the  1960s. 

Time  to  market?  Totally  irrelevant. 
Most  software-development  plans  are 
undoable  from  the  start  because  they 
reflect  best-case  assumptions,  ignore 
even  obvious  risks,  and  make  no  allow- 
ance for  resource  constraints.  And  be- 
sides, the  consumer  doesn't  care  any- 


way. Sounds  suspiciously  like  t 
consumer-electronics  industry  in  t! 
1970s. 

William  R.  Dune 
President,  Duncan  Associati 
Lexington,  Ma; 

A1] 
s  a  PC-software  executive,  I  mu 
heartily  disagree  with  your  poi 
that  "programmers  have  to  be  fr 
to  work  as  they  please,  beyond  the  cc 
fines  of  normal  business  routines.  A:  b 
individuals  or  small  teams,  rather  th?1 
big  organizations,  seem  to  get  the  be 
results." 

Treating  programming  as  an  art 
stead  of  a  science  is  a  problem  thl 
plagued  the  software  industry  years  aj 
when  computers  were  more  of  a  novelt- 
Then,  after  learning  from  many  costf 
mistakes,  people  realized  that  the  ret 
art  is  in  the  design  of  the  software,  n 
in  the  programming  of  the  softwaif 
Would  you  give  a  carpenter  a  trucklo; 
of  lumber  and  tell  him  to  build  a  fou 
bedroom  house?  Most  likely  not.  B 
you  would  probably  include  a  detail* 
blueprint  of  exactly  what  you  want*  ^ 
the  house  to  be  like. 

Software  engineers  and  programme 
who  work  with  personal  computers  ha' 
not  learned  this  lesson,  because  it  was 
lesson  learned  on  big  mainframe  cor 
puters  and  therefore  obviously  n<  ilf 
worth  any  value.  That  is  the  reason  ft s 
the  low  quality  and  big-time  delays  yc  w 
write  about. 

The  old  saying  "Those  who  do  nd  - 
know  the  past  are  doomed  to  repeat  if 
is  alive  and  well  in  today's  software  in- 
dustry. We  need  to  focus  on  that  pro'  1 
lem,  and  not  the  Japanese,  if  we  are  t  s  - 
maintain  our  software  dominance. 

Kelly  G.  Stephef ! 
Vice-President  for  Developmeil  ■ 
Hyperkinetix  Inf 
Costa  Mesa,  Cali 

PRICE  SWINGS,  NOT  THE  PRODUCT, 
KEEP  U.  S.  EXPORTS  ON  THE  SHELF 

In  your  Oct.  8,  1984  issue,  the  headlin 
I  splashed  across  your  cover  read:  "Thjm| 
Superdollar."  To  put  today's  dollar  : 
perspective,  it  is  now  less  than  half  i 
value  against  the  mark  as  it  was  thei 
But  your  Mar.  4  issue  carries  the  hea( 
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Why  Europe  is  in  dollar  shock" 

national  Business), 
the  wide  fluctuation  in  the  value 
dollar  that  is  a  core  problem  hin- 

\  a  long-term  increase  in  U.  S.  ex- 
Speaking  from  my  business  expe- 
in  Europe,  it  is  this  unreliable 

icy  that  is  a  constant  nuisance  and 
to  the  investment  by  distributors 

3.  goods. 

>,  in  part,  explains  why  many  Eu- 
is  prefer  to  buy  from  sources  of- 
a  more  reliable,  steady  price  basis 
nly  go  to  American  suppliers  for 
in-basement  deals  (one-shot  deals 
nger-term,  sound  business  rela- 
— the  result  of  Washington's  ne- 
)f  the  dollar. 

ptics  doubt  American  staying  pow- 
ring  that  a  shift  in  the  value  of  the 
will  prompt  exporters  to  fold  their 
proving  that  they  are  not  reliable 
ers.  More  than  once,  this  has  been 
id  of  unsignaled  U-turn  that  Euro- 
importers  of  U.  S.  goods  have 
id. 

Hermann  P.  Kaercher 
Bad  Soden,  Germany 

LL  IN  JAPAN, 

f  THE  MARKET  

tides  such  as  "Why  can't  U.  S.  ex- 
orts  boom  in  Japan,  too?"  (Editori- 
al-. 4)  tend  to  mislead  people.  Lack 
level  playing  field"  is  just  another 
i.  More  than  90%  of  the  Japanese 
•-insurance  policies  are  provided  by 
can  Family  Life  Insurance.  And 
and  Levi's  have  been  teenagers' 
te  brands  for  some  15  years, 
point  is  to  come  up  with  quality 
:ts  or  services  that  can  stand  vig- 
scrutiny  by  the  Japanese  consum- 
2  must  also  spend  some  time  and 
'  to  seriously  know  the  Japanese 
t,  just  as  I  and  many  other  Japa- 
sxecutives  are  studying  the  way 
cans  do  business. 

Naoyuki  Kurimoto 
American  Graduate  School  of 
International  Management 
Glendale,  Ariz. 

ICA'S  LEAD  IN  MULTICHIPS 
S  SECURE  FROM  HERE  

>ur  article  "The  next  great  leap  in 
puting  speed"  (Information  Pro- 
g,  Mar.  4)  you  mention  that  poten- 
mipetition  for  this  critical  technol- 
lay  come  from  the  Japanese.  But 
Japanese  companies  may  be  verti- 
ntegrated  and  protected  from  ex- 
competition,  they  lack  several  crit- 
lements  for  success  in  providing 
hip  modules,  namely  high-speed 
and  microprocessors.  Witness  the 
nth  to  24-month  delay  that  NEC 
experienced  in  delivering  its  V-20 


'In  This  Type  of  Market, 
I'd  Like  to  Invest  in 
Blue  Chip  Companies. 
Can  You  Help?" 

Yes.  Consider  Founders  Blue  Chip  Fund 

This  Fund  has  attracted  investors  for  over  half  a  century  — 
through  all  types  of  market  conditions.  The  Fund  offers  a 
diversified  portfolio  of  some  of  America's  finest  blue  chip 
companies  and  distribution  of  quarterly  dividends.  And  you 
can  use  the  Fund  for  your  retirement  plan,  including  IRAs 
and  401  (k)  plans.  So  call  today  for  your  free  Blue  Chip  Fund 
information  kit. 


1-800-525-2440    P^V  Founders 


Information  Line 


24-Hour  f  / /^"^  810  Cherry  Creek  National  Bank  Bldg 


3033  East  First  Avenue 
Denver,  Colorado  80206 

Founders  Asset  Management,  Inc.,  Distributor 


Please  carefully  read  the  prospectus  before  you  invest  or  send  money.  It  contains 
more  complete  information  about  management  fees  and  expenses. 


PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood? 

Gain  a  wealth  of  experience  and 
help  preserve  our  historic  and 
architectural  heritage.  Join  the 
National  Trust  for  Historic 
Preservation. 

Make  preservation  a  blueprint  for 
the  future. 

Write: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 
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TO  THESE 


OUR  PRIORITY  OVERNIGHT  SERVICE 
DELIVERS  BY  10:30  A.M. 

Federal  Express  is  now  the  only  air  express  company  to  offer  two  next-day  delivery  serviceke 
options.  Our  Priority  Overnight  Service  can  deliver  your  most  time-sensitive  shipments  b) 
10:30  AM*  But  if  you  can  wait  until  the  afternoon,  new  Standard  Overnight  Service  will  deliver  k 


©iwi  Federal  Express  Corporation. 


*See  Federal  Express  Service  Guide  for  delivery  commitment  in  your  area 


K)W  DELIVERS 
IME  ZONES. 


NEW  STANDARD  OVERNIGHT  DELIVERS  BY  3:00  RM. 
AT  ONE  OF  THE  LOWEST  PRICES  AROUND. 

ages  up  to  150  lbs.  by  3:00PM*  At  a  price  that  s  tough  to  beat.  And  of  course  both  Priority 
might  and  Standard  Overnight  come  widi  all  the  service  and  reliability  you  expect  from 
>ral  Express.  We  figure  all  that  now  makes  us  two  times  better  than  the  competition. 

Absolutely,  Positively,  The  Best  In  The  Business.3' 


Til 


BUSINESS  WEEK  PRESENTS 


TORE  OF  WORLD 
OMMUNICATIONS 


Corporate  Strategy  and  Public  Policy  Toward 
Global  Interconnectivity 

in  association  with  The  International  Institute  of  Communications 

May  7th-8th,  1991 
McGraw-Hill  World  Headquarters,  Rockefeller  Center,  New  York  City 


The  premier  telecommunications  event  of  1991 
offers  unmatched  opportunities  for  personal  inter- 
action with  the  world's  telecommunications  elite. 
Ministers  and  Directors-General  of  Telecommun- 
ications from  more  than  20  nations  will  join  eminent 
international  policymakers  to  lead  the  symposium. 
Among  them: 

Alfred  Sikes,  Chairman,  U.S.  Federal  Communica- 
tions Commission 

H.E.  Dr.  Christian  Schwarz-Sehilling,  Minister  of 
Telecommunications,  Federal  Republic  of  Germany 
Hon.  Mitsijo  Igarashi,  Deputy  Minister  for  Policy 
Coordination,  Japan 

Ambassador  Bradley  P.  Holmes,  U.S.  Assistant 
Secretary  of  State  for  Communications  and  Infor- 
,   illation  Policy 


Register  Now  By  Calling: 


Business  Week  Executive  Programs 
(800)  445-9786  or  (212)  512-2184 
Fax:  (212)  512-6909 

Presented  with  the  support  of : 
Andersen  Consulting 
Digital  Equipment  Corporation  (DEC) 
France  Telecom 
NCR  Corporation 


V-30  microprocessors  to  the  market, 
is  our  belief  that  America's  prowess 
lip  design,  along  with  strides  being 
3  by  industry  consortiums  such  as 
oelectronics  &  Computer  Technol- 
Corp.  in  the  areas  of  CAD  tools  and 
.structure  development,  will  allow 
J.  S.  to  maintain  its  lead  in  the  com- 
:ial  use  of  multichip  modules. 
John  M.  Lezotte,  General  Manager 
Advanced  Packaging  Systems 
San  Jose,  Calif. 

:N  IT  COMES  TO  THE  DEMING 
HOD,  HE  OUGHT  TO  KNOW 

our  article  "Can  Tennessee  put  its 
B-School  on  the  map?"  (The  Corpo- 
n,  Mar.  11)  was  written  by  some- 

with  great  imagination.  The  Dem- 
method  is  not  a  statistical  tool  to 
sure  improvement  at  all  levels  of 
less.  The  most  important  losses  and 
i  that  must  be  managed  cannot  be 
>ured,  yet  they  are  the  ones  that 
\  be  managed.  For  example,  it  will 
lecessary  for  survival  to  do  some 
term  planning  instead  of  giving  to- 
evotion  to  short-term  thinking, 
will  be  necessary  to  end  practices 

as  ranking  people,  divisions,  sales- 


CORRECTIOHS  &  CLARIFICATIONS 

In  a  graphic  on  electric  cars  ("The 
greening  of  Detroit,"  Cover  Story, 
Apr.  8),  we  misstated  the  operating 
cost.  The  correct  cost  is  31<£  to  44$  per 
mile.  The  figures  for  operating  and 
fuel  costs  included  the  prorated  cost  of 
batteries. 


men,  and  regions;  the  merit  system;  pay- 
for-performance;  quotas  (time  stan- 
dards); management-by-objective  (as 
practiced).  They  must  also  learn  to  take 
immediate  action  on  any  delay,  fault, 
complaint,  accident,  or  breakdown. 

W.  Edwards  Deming 
Washington 

THE  BOOZE  BATTLE: 
DOH'T  FORGET  AA 

In  your  article  "Is  business  bungling 
its  battle  with  booze?"  (Social  Issues, 
Mar.  25),  there  is  unfortunately  no  men- 
tion of  Alcoholics  Anonymous,  the  56- 
year-old  recovery  program  that  has  the 
highest  success  rate  in  keeping  alcohol- 
ics in  remission.  From  nonprofit  hospi- 
tals to  the  most  costly  treatment  cen- 


ters, the  thrust  is  virtually  always  to  get 
patients  active  in  AA.  While  I  certainly 
support  the  idea  of  employee-assistance 
programs  and  have  no  quarrel  with 
"treatment,"  millions  have  found  recov- 
ery just  because  they  looked  up  the 
phone  number  of  aa  and  got  connected 
with  someone  to  take  them  to  a  meeting. 

J.  Curtis  Brown  Sr. 

Akron 

Iow  many  "social  drinkers"  would 
be  willing  to  play  Russian  roulette? 
The  odds  are  1  in  6,  and  the  results  can 
be  disastrous.  But  how  many  social 
drinkers  realize  that  the  odds  of  becom- 
ing an  alcoholic,  depending  upon  which 
study  one  accepts,  are  either  1  in  12  or  1 
in  16?  The  results  are  disastrous,  but 
slower  than  Russian  roulette.  No  total 
abstainer  ever  became  an  alcoholic.  That 
is  something  to  think  about. 

Stewart  M.  Lee,  Chairman 
Geneva  College 
Beaver  Falls,  Pa. 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week.  1221  Avenue  of  the  Ameri- 
cas, New  York,  N  Y  10020.  Fax:  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  In- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


How  to  seek  total  investment  return 
in  changing  markets. 


The  Merrill  Lynch 
Capital  Fund. 

If  you're  a  long-term  investor 
?eking  both  capital  appreciation 
nd  current  income  with  prudent 
sk,  this  Fund  could  be  for  you. 

That's  because  this  equity- 
riented  Fund  combines  a  portfolio 
f  equities  and  bonds  with  a  flex- 
>le  investment  approach.  Which 
leans  it's  well  positioned  to  cap- 
alize  on  the  opportunities  offered 
y  changing  markets. 

What's  more,  you'll  have  the 
pportunity  to  work  closely  with 
ne  of  our  knowledgeable  Finan- 
ial  Consultants. 

991  Merrill  Lynch.  Pierce.  Fenner  &  Smith.  Inc  MemherSIPC 


For  more  complete  information  on  the  Merrill 
Lynch  Capital  Fund,  including  all  charges  and 
expenses,  send  for  a  prospectus  by  calling  a  Merrill 
Lynch  Financial  Consultant  or  returning  the  coupon 
Please  read  the  prospectus  carefully  before  you  invest 
or  send  money 


^4 


r 


Call  1-800-637-7455,  ext6823 

Return  to:  Merrill  Lynch  Response  Center 
PO.  Box  30200,  New  Brunswick,  NJ  08989-0200 
Please  send  me  a  brochure  and  prospectus  on  the 
Merrill  Lynch  Capital  Fund,  Inc 

Name  


Address. 
Citv  


State. 


_Zip_ 


Home  Ph<  me 


Business  Phi  me  

Merrill  Lynch  clients,  please  give  name  and 
location  ol  your  Financial  Consultant 


Merrill  Lynch 

A  tradition  of  trust. 
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STOLEN  SEASON 

By  David  Lamb 
Random  House  •  283pp 


$20 


EXTRA  INNINGS 

By  David  Whitford 
HarperCollins  •  255pp 


$19.95 


THE  FOREVER  BOYS 

By  Peter  Golenbock 

Birch  Lane  •  391pp  •  $19.95 


INSIDE  PITCHES  FROM  SOME 
OUT-OF-THE-WAY  PARKS 


Finally,  spring  training  is  with  us 
again,  and  opening  day  is  just 
around  the  corner.  About  time. 
Football,  basketball,  even  figure  skating 
can  help  you  make  it  through  the  cold- 
and-flu  season.  But  for  me  and  millions 
of  other  Americans,  the  sweetest  of 
sporting  pleasures  is  the  coming  of  base- 
ball in  the  spring,  the  mingling  of  fresh- 
ness and  familiarity,  renewal  and  return. 

This  is  also  the  time  for  a  torrent  of 
baseball  books.  Along  with  the  usual 
haul  of  as-told-to ,  autobiographies  and 
some  useful  historical  and  statistical 
works,  this  year  there's  a 
stream  of  writing  on  the 
game  as  it's  played  on  the 
outskirts  of  the  big  time. 

Three  books  conduct 
lively  tours  through  these 
less-traveled  precincts. 
David  Lamb's  Stolen  Sea- 
son: A  Journey  Through 
America  and  Bast  hull's 
Minor  Leagues,  is  the 
chronicle  of  an  expatri- 
ate's attempt  to  rediscov- 
er his  native  land  by  im- 
mersing himself  in  the 
national  pastime.  The  oth- 
er two,  Extra  Innings:  A 
Season  in  the  Senior 
League,  by  David  Whit- 
ford, and  The  Forever 
Boys:  The  Bittersweet 
World  of  Major  League  Baseball  as 
Seen  Through  the  Eyes  of  the  Men  Who 
Played  One  More  Time  by  Peter  Golen- 
bock, detail  the  first  and  only  season  of 
the  Senior  Professional  Baseball  Assn., 
the  league  that  for  one  winter  gave  the 
game's  geezers  another  chance  to  play 
for  a  living. 

Lamb's  book  is  the  most  personal.  A 
veteran  foreign  reporter  and  author  of 
The  Afncans  and  The  Arabs,  Lamb  re- 
solved to  write  Stolen  Season  when  he 
was  sitting  in  a  Beirut  basement  "while 
some  maniacs  were  blowing  away  my 
hotel  with  tanks,  chunk  by  chunk."  Af- 
ter years  of  war  reporting,  the  idea  of 
writing  about  a  subject  as  peaceful  and 
pastoral  as  baseball  was  irresistible. 

What  Lamb  wrote,  two  years  after  his 
Beirut  epiphany,  is  an  account  of  two 
thoroughly  American  passions:  baseball 
and  the  open  road.  He  bought  a  second- 
hand mobile  home  and  Baseball  Ameri- 


ca's 1989  Directory,  the  bible  of  minor- 
league  aficionados.  After  promising  his 
wife  that  he  wouldn't  come  home  chew- 
ing tobacco,  he  set  out  with  no  fixed 
itinerary,  guided  only  by  his  curiosity. 

Lamb  starts  on  a  high  note,  at  the 
Milwaukee  Brewers'  minor-league 
spring  camp  in  Peoria,  Ariz.  There  he 
met  88-year-old  Johnny  Neun,  roving  in- 
structor for  the  Brewers.  You  get  the 
feeling  Lamb  could  have  listened  forever 
while  Neun  dispensed  such  lore  as  Ty 
Cobb's  advice  to  rookies:  "You  better 
invest  in  Coca-Cola.  That  stock's  better 


than  land."  Cobb  saw  that  investing,  like 
baseball,  is  a  game  of  fundamentals. 

Down  the  road  in  El  Paso,  Lamb  came 
across  Jim  Paul,  owner  of  the  Texas 
League's  Diablos  and  promoter  extraor- 
dinaire. Paul  pioneered  the  notion  of  ball 
game  as  spectacle,  beguiling  fans  with 
dancing  girls,  mascots,  and  rock  'n'  roll. 
That's  all  pretty  standard  in  the  majors 
today,  but  in  the  mid-1970s,  such  frip- 
pery so  offended  Paul's  fellow  owners 
thai  league  President  Hobby  llragan  had 
to  go  to  El  Paso  to  see  for  himself. 
Writes  Lamb:  "[Bragan]  took  one  look 
...  at  the  standing-room-only  crowds  and 
told  the  owners:  'Why  don't  you  try 
some  of  this  s— ,  too.  Maybe  you'd  fill  up 
your  parks  the  way  Paul  has.'  " 

There's  plenty  more  good  stuff  in  Sto- 
len Season,  and  for  the  most  part  Lamb 
tells  his  stories  without  straining  for 
lofty  conclusions.  After  all,  he  says,  "I 
don't  think  baseball  is  a  metaphor  for 


anything,  let  alone  for  life.  It's  simpl 
the  best  game."  His  book  is  a  fine  ran 
ble  through  the  part  of  baseball  tha 
remains  closest  to  its  rural  origins. 

There's  one  element  missing  from  Stc 
len  Season,  but  I  didn't  realize  what 
was  until  I  read  The  Forever  Boys  an 
Extra  Innings:  anxiety.  In  Lamb's  bool 
eagerness  almost  never  turns  to  despei 
ation.  Neither  of  the  Senior  Leagu 
chronicles  makes  for  so  soothing  a  rear. 
Throughout  both,  team  owners  fre 
about  money  and  attendance,  while  plaj 
ers  worry  about  money,  injuries,  an 
playing  time. 

The  league  was  the  brainchild  of  Jir 
Morley,  a  Denver  real  estate  broker  wh 
thought  he  could  have  fun  and  mak  w 
some  money  by  fielding  teams  of  retire 
major  league  players,  minimum  age  3 
(catchers  could  be  32),  and  having  then, 
play  a  winter  season  in  Florida.  Morle 
reasoned  that  the  snowbirds  who  flocl 
south  for  the  winter  would  surely  tur: 
out  to  watch  their  old  fa- 
vorites take  up  wood  an< 
leather  again.  They  didn't 
The  Senior  League' 
founder  had  a  good  ideaj 
but  he  ignored  some  obv 
ous  drawbacks.  The  worsj 
mistake:    thinking  thi 
game  would  sell  itsell 
The  battle  for  the  Florid!  j 
tourist's  dollar  is  wage< 
by  some  of  the  smartest 
marketing  outfits  any  ,i 
where.  Morley  &  Co.  wen 
outgunned  by  the  likes  o  ^ 
Disney. 

So  these  are  narrative; 
of  failure.  (The  league 
didn't  fold  until  after  th< 
books  were  finished,  bu  j , 
both   authors   note  its 
passing  in  epilogues.)  They're  nonethel 
less  a  pleasure  to  read.  Much  of  thflL 
enjoyment,  at  least  for  this  fan,  come; 
from  running  across  names  I  didn' 
know  I'd  forgotten.  Ron  LeFlore!  Titc 
Landrum!  Gates  Brown!  Pedro  Borbon 
Whatever  happened  to  those  guys? 

They  got  older,  that's  what.  A  lot  o1 
them  went  broke,  and  playing  wintei 
ball  seemed  a  swell  way  to  make  somt 
money.  (Salaries  ranged  as  high  as 
$15,000  a  month  for  the  four-month  sea 
son.)  Others  hoped  that  a  good  showing 
in  Florida  would  earn  them  an  invitatior 
to  a  major-league  training  camp.  Sucl 
good  fortune  came  to  only  a  few. 

While  Golenbock  and  Whitford  botl 
trace  this  arc  of  hope  and  disappoint 
ment,  their  books  resemble  each  othei 
only  slightly.  The  difference  is  thai 
Whitford  is  a  fan  and  Golenbock  reall} 
isn't.  Rather,  he's  a  muckraker  whose 
target  of  choice  is  the  sports  world 
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t  get  me  wrong:  He  does  high-im- 
work.  An  earlier  book  of  his,  Per- 
l  Fouls,  contributed  to  the  downfall 
orth  Carolina  State  University  bas- 
ill  coach  Jim  Valvano.  But  Golen- 
has  a  point  to  prove,  so  the  materi- 
gathers  for  The  Fore  re  r  Bogs  gets 
ed  into  a  thematic  straitjacket. 
lenbock's  thesis  is  that  those  who 
najor  league  teams  are  capricious, 
ipetent,  and  spiteful.  I  can't  argue 
that — I  live  in  Steinbrenner  coun- 
iut  to  Golenbock,  nearly  every  play- 
io  had  a  so-so  career  was  a  poten- 
rlall-of-Famer  victimized  by  hard- 
ed  management.  The  fact  is,  plenty 
lyers  fizzled  because  their  skills  de- 
bated, or  because  they  partied  too 
,  or  because  they  rebelled  for  no 
er  reason  than  sheer  cussedness. 
II,  Golenbock  captures  some  scenes 
ctly.  There's  a  haunting  passage  in 
1  he  watches  Jerry  Martin,  who  has 
>een  traded  from  St.  Petersburg  to 
ido,  getting  ready  for  the  drive  to 
3W  team:  "He  opened  the  back  and 
ied  in  his  equipment  with  a  thump 
i  clatter ....  He  drew  out  a  short 
of  St.  Petersburg  Pelicans  posters 
the  schedule  of  games  on  them, 
sssionless,  he  walked  to  the  gar- 
can  outside  the  players'  entrance 
tuffed  them  inside." 
litford,  a  former  contributing  editor 
ort  Magazine,  also  has  a  talent  for 
vation,  and  he's  unencumbered  by 
genda.  He  just  watches  games  and 
rs,  and  tells  you — vividly — what  he 
I  marked  so  many  memorable  pas- 
i  in  my  copy  of  Extra  Innings  that 
uld  have  been  better  off  noting 

didn't  stand  out.  A  sampling: 
in  he  took  his  hat  off,  he  showed  a 
that  resembled  an  egg  sitting  up- 
in  a  nest  of  grass."  Or:  "Part  of 
made  you  a  ballplayer  was  being 
to  put  on  polyester  stretch  pants 
no  belt  and  not  have  them  look  like 
las."  And  on  and  on. 
dly,  while  Golenbock  and  Whitford 
plenty  to  say  about  players  and 
gement,  both  largely  ignore  the  fi- 
hird  of  the  crucial  baseball  equa- 
-fans.  At  least  a  few  people  bought 
n  tickets  to  the  Senior  League. 

the  league  died  for  lack  of  fans, 
t  there  something  to  be  learned 
those  who  did  show  up? 
t  I  don't  want  to  make  too  much  of 
miplaints.  All  three  books  are  well 
1  reading.  The  way  I  see  it,  Lamb  is 
d  pro  whom  I'd  turn  out  to  see 
Tie  he  comes  through  town.  Golen- 
can  hit  the  long  ball,  but  he  strikes 
)retty  often,  too.  And  Whitford, 
I  want  him  on  my  team. 

BY  HARRIS  COLLINGWOOD 
s  Business  Editor  Collingwood  has 
and  died  with  the  Boston  Red  Sox 
1967. 


"Today,  small-company  stocks 
make  sense  to  me . . .  especially 
with  this  fund." 

If  you  share  the  belief  that  emerging  growth  stocks  are 
poised  for  attractive  returns,  consider  investing  in  Scudder 
Development  Fund.  The  Fund  searches  for  small  com- 
panies with  solid  fundamentals  and  seeks  to  invest  in 
them  before  they're  widely  discovered  by  the  mar- 
ket.  If  you're  an  aggressive,  long-term  investor 
^xN*.       who  can  accept  above-average  risk,  this 
.  Fund  can  offer  you  substantial 

I  JtAtiXSVb       growth  potential.  Call  for  a 

free  information  kit  today. 

Scudder 

Development  Fund 
1-800-225-2470  «.  1345 

SCUDDER 


America  s  First 
Family  of  No-Load  Funds 


Contact  Scudder  Fund  Distributors,  Inc.,  for  the  Fund's  prospectus,  which  contains  more 
complete  information  about  management  fees  and  other  expenses.  Please  read  it  carefully 
before  you  invest  or  send  money. 


Carnegie  Hall  Salutes 
Its  Corporate  Donors 

When  Andrew  Carnegie  built  the  "Music  Hall  on 
57th  Street"  one  hundred  years  ago,  he  under- 
stood the  importance  of  a  great  hall  not  only  to 
the  cultural  life  of  a  great  city  and  nation,  but  to 
its  economic  growth,  as  well.  We  sincerely  thank 
the  local,  national,  and  international  corpora- 
tions whose  generosity  to  Carnegie  Hall  reflects 
their  commitment  to  this  principle,  and  to  the 
excellence  Carnegie  Hall  represents. 

To  contribute  to  the  Carnegie  Hall  Corporate 
Fund,  or  for  further  information  and  a  complete 
description  of  donor  benefits,  please  contact 
Susan  Shine,  Director,  Corporate  Fund,  Carnegie 
Hall,  881  Seventh  Avenue,  New  York,  New  York 
10019  (212)  903-9650. 


CARNEGIE  HALL 


Isaac  Stern 
President 

James  D.  Wolfensohn 
Chairman  of  the  Board 

1990-91  CORPORATE 
FUND  CO-CHAIRMEN 

William  T.  Knowles 

Chairman  and  CEO 

National  Westminster  Bancorp  Inc. 

Arthut  Levitt,  Jr. 
Chairman 

Levitt  Media  Company 

Minoru  Makihara 
Chairman 

Mitsubishi  International  Corp. 

Felix  Rohatyn 
Partner 

Lazard  Freres  and  Co. 
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This  business  has  trouble  wi 


This  truck  should  be  filled  with  ship- 
ments. But  something  has  happened  to  this 
catalog  company's  800  service.  Now  they 
can't  get  their  calls.  And  all  they  can  do  is  wait. 

If  only  they  had  AT&T  800  Service, 
they'd  be  automatically  protected  by  the 
AT&T  800  Assurance  Policy* 


If  trouble  hits,  and  you  can't  get  800 
calls,  AT&T  guarantees  to  get  you  back  in 
touch  with  your  customers  within  30  min- 
utes.We  can  reroute  your  calls  to  any  work- 
ing phone  or  provide  you  with  a  customizec 
recorded  announcement. 

With  AT&T  your  800  service  is  guaran- 


©  1991  AT&T  "Applies  to  all  domestic  800  services,  except  intrastate  basic 


ir  800  service. 

.Your  business  is  protected. With  another 
service,  who  knows? 

etter  service,  better  results. 
Another  AJ^T  advantage. 

For  more  information,  call  your  AT&T 
>unt  Executive  or  1 800  222-0400. 


The  right  choice. 


This  business  has  AT&T  800  Service. 
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nd  it  really  delivers. 


>tter  service,  better  results. 
\notherAJ<gT  advantage. 

now  AT&T 800  Service  is  more 
*dable  than  ever.  Call  through June  30, 
and  we'll  waive  the  installation 
•ges  when  you  order  any  domestic  JSTfikT 
T 800  Service.  For  full  details,  call  your  . 
T Account  Executive  or  1 800  222-0400.  IPG  right  CHOICe. 


Economic  Viewpoint 


HIGHER  TAXES  BOOST  DEFICITS, 

NOT  REVENUES 


As  every  economics 
textbook  teaches, 
tax  increases 
dampen  economic 
activity  and  reduce 
the  revenue  base.  At 
the  same  time,  the 
forecasts  of  higher 
income  encourage 
more  government 
spending 


PAUL  CRAIG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POLITICAL 
ECONOMY  IN  WASHINGTON 


Tax  increases  don't  produce  what  they 
promise  but  create  instead  deeper  pits  of 
red  ink.  That  is  the  conclusion  to  be 
drawn  from  the  tax  hikes  of  the  past  decade. 

Thanks  to  a  long  campaign  of  propaganda 
and  disinformation  conducted  by  the  spending 
lobbies  and  their  apologists,  many  Americans 
mistakenly  believe  that  the  Reagan  tax  cuts 
denuded  the  government  of  revenues,  produc- 
ing "public-sector  poverty."  The  10-year  string 
of  triple-digit  budget  deficits  that  currently 
extends  another  five  years  into  the  future  is 
cited  as  proof  that  a  tax-cutting  decade  left 
government  unable  to  fund  its  commitments. 
In  fact,  despite  Ronald  Reagan — the  tax-cut- 
tingest  President  ever — tax  hikes  in  the  1980s 
added  $366  billion  more  to  the  Treasury's  cof- 
fers than  tax  cuts  took  out. 

On  a  static-revenue  basis  (which  assumes 
that  tax-law  changes  affect  only  revenues  and 
have  no  incentive  or  disincentive  effects  on 
economic  activity),  the  Economic  Recovery  Tax 
Act  of  1981  "lost"  revenues  of  $1,490  billion 
during  1981-90.  But  this  tax  cut  was  followed 
by  a  tax  increase  every  year.  The  combination 
of  the  Tax  Equity  &  Fiscal  Responsibility  Act 
of  1982  (TEFRA),  the  Highway  Revenue  Act  of 
1982,  the  Social  Security  tax  increases  (1983), 
previously  scheduled  Social  Security  tax-rate 
and  base  increases,  the  Deficit  Reduction  Act 
of  1984,  various  "revenue  enhancements"  dur- 
ing 1985-88,  and  bracket  creep  (resulting  from 
inflation  pushing  incomes  into  higher  tax 
brackets)  produced  a  revenue  "gain"  of  $1,856 
billion  over  the  same  period.  Thus,  according 
to  the  way  Treasury  and  the  Congress  mea- 
sure the  revenue  effects  of  taxation,  tax  legis- 
lation and  bracket  creep  took  $366  billion  more 
out  of  our  pockets  than  the  1981  tax  cut  put  in. 
fuzzy  thinking.  Tlie  idea  that  tax  cuts  do 
nothing  but  lose  revenues,  while  tax  increases 
do  nothing  but  raise  revenues,  is  absurd.  The 
long  Reagan  boom,  which  produced  growing 
state-  and  local-budget  surpluses  leading  to 
tax  cuts  in  some  states  in  the  mid-1980s,  did 
not  lose  the  federal  government  $1.49  trillion 
in  revenues.  Nor  did  the  tax  hikes  raise  the 
predicted  revenues.  For  example,  in  the  sum- 
mer of  1982,  the  Reagan  Administration  pre- 
dicted that  TEFRA  would  raise  $229  billion  in 
additional  revenues  and  reduce  the  1983-87  def- 
icit projections  from  $636  billion  to  $407  billion. 
Instead,  by  December,  the  deficit  estimate  had 
tripled,  to  $1,248  billion.  The  actual  deficits  for 
that  period  totaled  $976.2  billion— 240%  larger 
than  predicted. 

It  is  now  standard  for  tax  hikes  and  "deficit- 
reduction"  packages  to  generate  bigger,  rath- 
er than  smaller,  deficits.  Last  year,  President 
Bush  said  he  broke  his  promise  against  new 


taxes  in  order  to  achieve  a  $500  billion  defied 
reduction  package  for  1991-95.  Instead,  the  n 
suit  was  a  record  deficit  and  an  $803  billk 
increase  in  red  ink. 

The  same  result  occurs  when  states  rai? 
taxes.  Last  year,  the  New  Jersey  legislature 
at  the  behest  of  Governor  James  J.  Florij' 
passed  the  largest  single  tax  increase  in  tl 
history  of  the  finances  of  the  50  states.  But, 
Jude  T.  Wanniski's  firm,  Polyconomics  In 
predicted,  the  state  continues  to  sink  in  n 
ink.  In  March,  state  Treasurer  Douglas  C.  Be 
man  admitted  that  the  state  had  come  up  sho: 
again  in  both  state  income  and  sales-tax  colle 
tions,  despite  the  tax  hikes.  He  claims  it  is  "tc 
early  to  reach  any  long-term  conclusions 
about  the  fall  in  sales  and  income-tax  rev< 
nues,  but  the  Republican  minority  leader  in  th 
state  assembly,  Garabed  Haytaian,  says  Nc 
Jersey's  income  tax  revenues  are  runnin 
$57.5  million  a  month  below  projections. 
great  destroyer.  Tax  hikes  produce  hight 
deficits  for  two  reasons.  As  every  economic 
textbook  teaches,  tax  rises  dampen  econom, 
activity  and  reduce  the  revenue  base.  At  th 
same  time,  the  forecasts  of  higher  revenue 
encourage  more  spending  and  lead  to  whs) 
New  Jersey  Republican  Assemblyman  Robei 
D.  Franks  calls  the  creation  of  new  "program 
we  simply  cannot  afford  based  on  revenue  th£ 
isn't  there." 

The  same  thing  happens  at  the  federal  leve 
Once  Bush  made  it  clear  that  a  tax  increas 
was  in  the  cards,  federal  spending  explodec 
moving  from  22%  to  25%  of  gross  nations 
product  in  two  years.  Not  even  Reagan  wa 
immune.  By  January,  1983,  the  $229  billion  i 
promised  tefra  revenues  had  called  forth  a1 
extra  $207.5  billion  in  nondefense  spending. 

The  record  shows  that  the  greatest  destro) 
er  of  tax  revenues  is  not  tax  cuts  but  economi 
slowdowns.  In  1981,  revenues  grew  strongi. 
by  $82.2  billion.  The  Volcker  recession,  how 
ever,  produced  zero  revenue  growth  for  th 
next  two  years,  adding  greatly  to  the  "Reaga 
deficit."  The  1986  slowdown  caused  revenu 
growth  to  fall  by  half,  adding  $35  billion  t 
that  year's  deficit.  Again,  tight  Federal  Re: 
serve  Board  policy  in  1989  and  1990  cause' 
1990  revenue  growth  to  fall  by  half  and  cor 
tributed  to  the  1991  recession,  which  will  dc- 
prive  the  government  of  revenues  in  1991  an 
1992.  Indeed,  the  current  recession  has  alread; 
wiped  out  all  the  expected  revenue  increase 
from  the  Bush  tax  hike  for  the  next  five  years 

It  is  a  foolish  government  that  raises  taxei 
when  recession  beckons.  If  the  states  and  cit 
ies  attempt  to  deal  with  their  revenue  short 
falls  by  raising  tax  rates,  the  recession  will  ge 
a  second  wind. 
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Maybe  you've  drawn  the  conclusion  that  there's  only 
one  choice  for  office  typewriters... 


think  again. 


Think  Canon.  Our  sturdy  and  reliable  Canon  AP800-III  Custom  Series  typewriters  are 
the  only  ones  with  ACCUBEAM.  A  time-saving  beam  of  light  pinpointing  a  location 
on  a  page  for  easy  corrections  and  perfect  forms  every  time.  — 

And  the  Canon  Custom  Series  AP850-III  model  includes  a  9-inch  CRT  display  with 
a  memorandum  feature.  An  indispensable  tool  for  on-screen  reminders  of  projects, 
events  and  schedules. 

Also,  we  offer  over  700  fully  trained  dealers  nationwide. 

So  before  you  choose  a  business  typewriter,  talk  to  your  Canon  dealer  and  get  the 
complete  picture.  For  more  information,  call  1-800-OK-CANON.  Then  draw  your 
own  conclusions. 

Cation 

THINK  AGAIN.  THINK  CANON. 


Canon  AP-850-HI 

"1990  s  Best  Screen-based  ET" 

-Buyers  Laboratory  Inc. 
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id  pa»mnnls  with  ihs  Canon  CrndllCax) 
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conomic  Trends 


BY  GENE  KORETZ 


CITIES  AND  STATES  MAY 
THROW  A  WRENCH 
INTO  THE  RECOVERY 


Economists  who  are  forecasting  a  ro- 
bust recovery  in  the  months  ahead 
might  do  well  to  ponder  the  parlous  fis- 
cal condition  of  U.  S.  states  and  cities. 
Recent  surveys  show  that  28  states  and 
over  half  of  the  nation's  cities  are  spend- 
ing more  than  they  take  in.  These  in- 
clude such  headline-grabbers  as  Califor- 
nia, which  is  facing  a  $13  billion  in 
budget  shortfalls,  and  New  York  State 
and  New  York  City,  which  are  attempt- 
ing to  close  projected  budget  gaps  of  $6 
billion  and  $3  billlion,  respectively. 


A  TIDE  OF  RED  INK  SWAMPS 
STATE  AND  LOCAL  BUDGETS 


so 


OPERATING  BALANCE 

EXCLUDING  SOCIAL  INSURANCE  FUNDS 


I  II  III  IV  I  II  III  IV  I  II  III  IV  I  II  III  IV  I  II  III  IV  I  II  III  IV 
'85       '86        87        '88        89  90 
▲  BILLIONS  OF  DOLLARS  AT  SEASONALLY  ADJUSTED  ANNUAL  RATE 

DATA:  COMMERCE  DEPT. 


This  trend  isn't  entirely  new.  Accord- 
ing to  the  Commerce  Dept.,  the  com- 
bined balance  of  all  state  and  local  oper- 
ating budgets,  including  capital  outlays, 
has  been  sinking  into  the  red  since  1986. 
The  situation  deteriorated  badly  late  last 
year,  however,  as  the  recession  cut 
sharply  into  revenue  growth  and  caused 
the  deficit  to  balloon  to  a  record  $44 
billion  annual  rate  (chart). 

The  red  ink  in  the  mid-to-late  1980s 
marked  the  first  time  since  the  1960s 
that  state  and  local  jurisdictions  experi- 
enced worsening  operating  budget  defi- 
cits during  an  economic  expansion.  In 
the  1960s,  though,  such  deficits  reflected 
rising  investment  in  human  and  physical 
capital — education  and  infrastructure 
such  as  highways — which  promised  to 
enhance  future  productivity  and  reve- 
nues. By  contrast,  the  fastest-growing 
spending  in  recent  years  has  been  for 
medicaid  and  correctional  facilities. 

With  the  recession  in  full  swing, 
spending  for  welfare  and  unemployment 
compensation  has  also  accelerated  sharp- 


ly. As  a  result,  fiscal  woes  are  growing, 
despite  tax  hikes  totaling  a  record  $10.3 
billion  passed  by  26  states  last  year.  Be- 
cause almost  all  states  and  many  cities 
are  bound  by  balanced-budget  require- 
ments for  their  noncapital  budgets,  more 
tax  hikes  and  spending  cuts  are  inevita- 
ble. Planned  layoffs  at  state  levels  al- 
ready exceed  50,000. 

Economist  Joseph  Carson  of  Chemical 
Bank  notes  that  outlays  by  state  and 
local  governments  adjusted  for  inflation 
actually  rose  by  an  average  5%  during 
past  recessions — mainly  because  rising 
federal  grants  offset  sagging  tax  reve- 
nues. This  time  around,  however,  federal 
aid  is  being  cut  back,  so  real  spending  is 
headed  down. 

The  upshot,  says  Carson,  is  that  the 
current  recession  may  prove  more  se- 
vere than  many  observers  anticipate. 
Similarly,  economist  Maury  N.  Harris  of 
PaineWebber  Inc.  believes  that  the  com- 
bination of  continuing  state  and  local  tax 
hikes  and  spending  cuts  is  likely  to  make 
the  coming  recovery  only  about  half  as 
strong  as  previous  upturns. 


CORPORATE  INSIDERS 
HAVE  STOPPED 
STOCKING  UP  ON  STOCKS 


Don't  look  now,  but  one  leading  indi- 
cator of  stock  market  price  trends 
is  looking  a  little  down  in  the  mouth.  In 
periods  of  relative  stock  market  stabil- 
ity, corporate  insiders  normally  conclude 
twice  as  many  sales  of  their  company's 
stock  as  purchases — that  is,  the  ratio  of 
sell  to  buy  orders  by  corporate  insiders 
runs  about  2  or  2.25  to  1.  In  the  final 
quarter  of  last  year,  however,  the  insid- 
er ratio  was  about  0.5,  reports  Vickers 
Stock  Research  Corp.,  which  means  that 
insiders'  purchases  were  outnumbering 
their  sales  by  about  2  to  1.  That  surge  in 
insider  buying  correctly  anticipated  the 
stock  market  rally  that  occurred  in  the 
first  quarter  of  this  year. 

Recently,  however,  the  sell-buy  ratio 
has  been  moving  higher,  averaging  2.5 
over  the  past  eight  weeks.  Vickers  ana- 
lyst David  Coleman  cautions  that  such  a 
shift  need  not  be  a  negative  sign,  be- 
cause insiders  in  the  past  have  often 
temporarily  accelerated  their  selling  af- 
ter a  sharp  market  rally. 

"The  ratio  bears  watching,"  he  says, 
"since  it  could  foreshadow  a  pending 
correction."  His  own  view  at  the  mo- 
ment, however,  is  that  it  probably  re- 
flects a  short-lived  deluge  of  sales  or- 
ders that  had  been  postponed  while 
stocks  were  undervalued  rather  than  a 
dearth  of  buying  by  insiders  anticipating 
weak  earnings. 


INFLATION 
ISN'T  COOLING 
AT  THE  CORE 


Concern  about  core  inflation,  which !, 
measured  by  excluding  volatile  fo<| 
and  energy  prices,  isn't  likely  to  be  all 
viated  by  the  next  report  on  the  beh 
ior  of  the  producer  price  index.  Eco 
mist  Donald  Ratajczak  of  Georgia  S 
University  predicts  that  the  PPI  for 
ished  goods  rose  0.2%  in  March, 
counting  energy  and  food  prices,  ho 
ever,  he  estimates  that  the  finish 
goods  index  was  up  about  0.4%  to  0.5] 
for  the  third  month  in  a  row — "an  u 
usually  strong  rise  for  core  inflation  in 
recession." 

Ratajczak  reports  that  consumer  focj 
prices  rose  sharply  in  March,  posting 
0.77  rise.  Vegetable  prices,  affected  I; 
the  California  drought,  and  egg,  mes 
poultry,  and  flour  prices  all  rose  signi: 
cantly.  Energy  prices  continued  to  fall 
March  but  at  a  moderating  rate,  ar 
"further  significant  declines  in  energ 
prices  are  not  likely." 

As  for  the  finished-goods  index,  le;  ] 
food  and  energy,  Ratajczak  notes  th: 
apparel,  newspapers,  and  pharmaceu' 
cals  all  posted  sizable  gains,  while  pried 
for  most  capital  equipment  rose  mode 
ately.  Looking  ahead,  he  expects  coil 
inflation  to  be  up  4%  this  year,  compare 
with  a  1.7%  rise  in  the  full  PPI. 


THE  TAX  MAN'S  BARK 
THIS  YEAR  SEEMS 
WORSE  THAN  HIS  BITE 


While  tax  hikes  at  all  levels  of  go 
ernment  are  cutting  into  consur 
er  incomes,  there  is  one  trend  that 
moving  the  opposite  way.  Economi: 
John  M.  Youngdahl  of  Goldman,  Sad 
&  Co.  points  out  that  cumulative  persoi 
al  income-tax  refunds  mailed  out  by  Ui 
cle  Sam  so  far  this  year  are  runnin 
about  6%  higher  than  last  year,  provii 
ing  taxpayers  with  $1.8  billion  more 
cash  than  they  did  in  the  same  period  i 
1990.  At  last  count,  the  average  refun 
was  $895,  up  5.87  from  1990. 

Youngdahl  also  notes  that  individual; 
estimated  tax  payments  in  January  wei 
also  down  2.6%  from  1990,  suggestin 
that  the  government's  tax  take  in  Apr 
will  prove  lower  than  anticipated.  Lowf 
final  tax  payments  and  larger  refund: 
he  says,  "should  enhance  the  ability  c 
consumers  to  translate  improved  conf 
dence  into  higher  spending." 
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ECONOMIC  TREH 


"Baptist  Medical  Center  is 
an  acute  care  hospital  with 
572  beds. ..and  we  treat 
about  100,000  patients  a 
year.  Our  medical  records 
department  works  24  hours 
a  day  to  transcribe  doctors' 
reports  and  keep  our  patient 
records  up  to  date." 

"So  we  can't  afford  to 
be  out  of  service  for  even  a 
few  hours.  Which  is  why 
we  were  looking  for  a 
dictation  system  that  was 
reliable. ..that  offered  us 
room  for  growth. ..and  that 
gave  us  the  service  we 
needed.  Dictaphone  was 
head  and  shoulders  above 
the  rest." 

"Today,  we  process 
routine  physicals  and 
medical  histories  in  four 
hours,  instead  of  48  hours. 
And  it's  all  because  of  our 
Dictaphone  system." 

"I  would  strongly 
recommend  Dictaphone. 
They  offer  outstanding 
service  and  support." 

At  Dictaphone,  a  Pitney 
Bowes  company,  customer 
satisfaction  is  a  commitment 
that's  at  the  very  fiber  of 
our  business.  It  shapes  the 
attitudes  and  actions  of  our 
people.  And  it's  reflected 
in  the  quality  and  reliability 
of  our  products.  What's 
more,  we  back  it  up  with 
our  Customer  Satisfaction 
Guarantee.'"  For  more 
information,  call  1-800- 
MR  BOWES  ext  1045. 


"We've  reduced  the  transcription 
time  for  doctors'  reports  from 
48  hours  to  4... and  I 
give  Dictaphone  «n\Nes 
100%  credit."  — 


June  Bass 

Director,  Medical  Records 
Baptist  Medical  Center 
Jacksonville,  Florida 


We're  AMBAC. 

And  we  back  the  bonds  that  build  the  schools,  the  libraries  and  even  the  city 
halls  in  towns  and  cities  throughout  America.  The  fact  is,  more  than 
one  third  of  all  the  insured  general  obligation  municipal  bonds  issued 
\i    Ik    II  "TP  k    1  [™  k  I  mTm  during  the  past  ten  years  have  been  insured  by 
I  /Vltl N        AMBAC.  But  then,  you'd  expect  that  kind  of 
leadership  from  the  people  who  founded  the  municipal  bond 
insurance  industry. 

At  AMBAC,  we're  beginning  our  third 
•   decade  of  commitment  to  America.  Which 
means  helping  secure  our  country's  future  by  assisting  in  the  rebuilding  of  the  physical 
systems  that  support  basic  public  services. 

We're  also  strongly  committed  to  the  municipal  bond  industry.  To  the  investor 
as  well  as  the  issuer. 

Because  while  AMBAC's  commitment  starts  with  America's  towns  and  cities, 
it  doesn't  end  there. 


Our 


TO  AMERICA 


STARTS  HERE 


AMBAC 

MUNICIPAL  BOND  INSURANCE 


AMBAC  Indemnity  Corporation 
One  State  Street  Plaza.  New  York.  MY  10004 
(212)668-0340 


usiness  Outloo 


15,  1991 


BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HY  THE  LEADING  INDICATORS 
AY  NOT  BE  LEADING  ANYWHERE 


it  a  recovery  or  a  "dead-cat  bounce"?  A  few  econo- 
lists  are  using  that  expression  to  note  that  even  a 
ailing  economy  can  appear  to  spring  back  to  life 
■  a  steep  drop.  Rebounds  in  the  leading  indicators, 
;  buying,  and  the  purchasing  managers'  index  cer- 
y  look  like  the  early  signs  of  an  upturn.  However, 
so  many  key  sectors  still  struggling,  it's  far  from 
,in  whether  the  economy  will  sustain  those  gains  or 
Hat  again  in  coming  months. 

Washington's  index  of  lead- 
ing indicators  leads  the  parade 
of  upbeat  news.  It  scored  the 
largest  gain  in  2Vi  years  in  Feb- 
ruary. The  composite  of  11  dif- 
ferent measures  that  forecast 
the  economy's  direction  jumped 
1.1%  after  a  string  of  six  con- 
secutive declines.  That  increase 
may  foreshadow  good  news  to 
come,  but  the  economy  was  still 
obviously  mired  in  recession  in 
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CHTER  FUTURE? 
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uary.  The  government's  index  of  coincident  indica- 
those  that  track  the  economy's  current  state,  con- 
d  to  fall  (chart). 

rat  the  jump  in  the  leading  indicators  is  saying 
t  prospects  for  a  recovery  is  not  yet  clear.  Much  of 
February  gain  appears  to  have  been  driven  by  post- 
juphoria.  In  one  way  or  another,  increased  optimism 
t  the  future  accounted  for  three-fourths  of  the  Feb- 
j  increase,  as  opposed  to  more  concrete  measures  of 
)mic  activity.  Consumer  expectations  rose  strongly, 
stock  prices — a  measure  of  investors'  expectations 
itter  profits — also  posted  a  sharp  gain. 

•OVIRY  The  leading  index  does  have  a  better 
1  NEED  track  record  on  spotting  recoveries  than 
RE  THAN  recessions,  but  it  will  take  at  least  three 
riMISM  consecutive  months  of  gains  to  provide  a 
ite  sign.  However,  prospects  that  the  leading  index 
sustain  its  recent  bounce  and  continue  to  signal 
rery  look  shaky. 

March,  consumer  optimism  rose  even  more  than  it 
n  February,  possibly  by  enough  to  lift  the  March 
ng  index.  However,  stock  prices  did  not  follow 
igh  last  month,  and  other  indicators,  such  as  initial 
lployment  claims  and  commodity  prices,  weakened, 
could  provide  the  real  test. 

en  if  the  index  did  bottom  out  in  February,  the  lead 
before  the  start  of  an  upturn  has  varied  widely  in 
»ast,  from  1  to  10  months.  At  best,  this  may  be  one 


of  the  longer  lead  times.  Consumer  spending  remains  in 
a  tailspin,  comparable  to  the  declines  accompanying  the 
severe  1973-75  and  1981-82  recessions.  Construction  still 
hasn't  hit  bottom.  And  manufacturing  may  be  getting 
into  deeper  trouble. 

I INDUSTRIAL  The  best  that  can  be  said  about  the  fac- 
COMPANIES  tory  sector  is  that  it's  not  sinking  as  fast 
FACE  MORE  as  ft  was  That  was  the  message  from  the 
CUTBACKS  latest  report  by  the  National  Association 
of  Purchasing  Management.  The  NAPM's  index  of  indus- 
trial activity  rose  from  38.5%  in  February  to  40%  in 
March,  the  second  consecutive  increase  (chart). 

However,  when  the  index  falls  below  50%,  it  means 
that  manufacturing  is  in  a  recession,  and  a  reading 
below  44%  means  the  entire  economy  is  in  a  downturn. 
Except  for  May,  1990,  when  the  index  barely  came  up 
for  air  at  50.1%,  it  has  been  below  the  50%  mark  for 
almost  two  years,  about  the  same  length  of  time  that 
factories  have  been  cutting  their  payrolls. 

Job  losses  and  production 
cuts  seem  likely  to  extend  into 
the  spring  months.  Car  sales 
have  not  picked  up  after  the 
war  the  way  they  were  expect- 
ed to  do.  Some  big  computer 
companies  are  not  meeting  their 
expectations  for  first-quarter 
earnings.  And  manufacturers 
generally  may  be  facing  moder- 
ately excessive  inventories,  the 
result  of  the  extremely  sharp 


SOME  EASING  IN  THE 
FACTORY  RECESSION 
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falloff  in  demand  in  the  fourth  and  first  quarters. 

The  Commerce  Dept.  reported  that  factory  inventories 
in  February  were  unchanged,  but  that  factory  shipments 
fell  for  the  fourth  consecutive  month.  As  a  result,  the 
ratio  of  inventories  to  shipments  has  risen  sharply  in 
recent  months.  And  in  March,  the  NAPM  raised  the  same 
red  flag,  reporting  the  increased  difficulty  in  cutting 
inventories  in  a  declining  economy. 

As  with  manufacturing,  the  outlook  for  the  construc- 
tion industry  is  none  too  bright.  In  February,  construc- 
tion spending  dropped  by  0.1% — the  11th  decline  in  a 
row.  Homebuilding  fell  a  sharp  3.7%  in  February,  while 
outlays  for  nonresidential  projects  were  off  by  0.5%. 

The  downturn  isn't  likely  to  end  soon.  The  F.  W. 
Dodge  Group  of  McGraw-Hill  Inc.  reports  that  the  value 
of  contracts  for  new  construction  fell  by  1%  in  February. 
That  means  building  activity — especially  housing — is 
likely  to  remain  weak  going  into  the  important  spring 
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building  season.  The  jump  in  February  data  for  housing 
starts  and  home  sales  may  have  been  strongly  influ- 
enced by  the  month's  unusually  warm  weather  coming 
after  a  colder-than-normal  January. 


CONSUMERS 
MAY  HAVE 
THE  WILL  TO 
SPEND. . . 


With  little  help  expected  from  construc- 
tion or  manufacturing,  the  economy's 
fate  continues  to  rest  with  consumers, 
whose  spending  totals  two-thirds  of  real 
gross  national  product.  The  problem  is  that  consumers 
have  the  optimism  and  desire  to  spend — but  not  the  cash. 

Consumer  spending  did  show  some  bounce  in  Febru- 
ary. It  rose  by  0.67',  to  an  annual  rate  of  $3,729.8  billion. 
But  after  price  adjustments,  the  0.4%  increase  provided 
little  offset  to  the  17  plunge  that  real  spending  took  in 
January.  And  the  early  indications  for  March  suggest 
that  consumers  fell  flat  on  the  ground  again  last  month. 

New-car  sales  accounted  for 
60%  of  the  February  gain.  But 
car  buying  simply  went  from 
dismal  to  poor,  and  auto  de- 
mand in  March  remained  weak. 

Spending  on  other  durable 
goods,  such  as  appliances  and 
furniture,  also  rose  in  February. 
That  increase  may  have  been  re- 
lated to  the  same  weather  pat- 
terns that  helped  to  trigger  the 
16.2%  surge  in  new  single-fam- 
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CHANGE  IN  REALfB 
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ily  home  sales  in  February,  to  an  annual  rate  of  467,000. 

Some  home  buyers  in  February  may  have  responded 
to  lower  mortgage  rates.  But  the  March  rebound  in  long- 
term  interest  rates  suggests  that  the  February  sales 
gain  was  not  repeated  last  month.  And  that  could  mean 
sales  of  household  goods  fell  back  as  well. 

Demand  for  other  items  sagged  in  February.  Real 
spending  on  nondurable  goods  fell  0.27;  it  hasn't  posted 
a  gain  since  September.  Outlays  for  services  were  flat  in 


February,  after  dropping  0.2%>  in  January.  In  total,  rl 
consumer  spending  is  running  at  an  annual  rate  of  3.1 
below  its  pace  of  the  fourth  quarter,  when  it  droppj 
3.4%'.  That's  shaping  up  to  be  one  of  the  largest  t\j| 
quarter  declines  in  the  postwar  era. 


. .  .BUT  Consumer  spending — and  the  economy 
THEY  DON'T  a  whole — won't  recover  until  inco 
HAVE  growth  shows  some  sign  of  life.  In  F 

THE  CASH       ruary,  personal  income  rose  a  slim  0 
or  just  0.1%-  after  accounting  for  taxes  and  inflation. 

In  the  past  year,  real  aftertax  earnings  have  fallen 
1.3%'  (chart),  and  they  are  on  track  to  shrink  at  an  anni; 
rate  of  about  1.5%  in  the  first  quarter,  the  third  quart 
ly  decline  in  a  row.  This  is  the  longest  sustained  drop 
real  incomes  in  the  postwar  era,  and  one  of  the  large 
Little  wonder,  then,  that  household  balance  sheets  a 
so  strained.  The  savings  rate  hasn't  risen  in  the  p 
three  years.  It  has  remained  near  the  4.4%.  posted 
February,  far  below  the  67-  to  7%  trend  prior  to  t 
1980s.  At  the  same  time,  consumers  are  carrying  a  r< 
ord  burden  of  debt.  Going  into  1991,  the  outstandii 
mortgage  and  installment  debt  of  households  near 
equaled  their  annual  disposable  income.  That's  a  hea 
debt  load  compared  with  the  1960s  and  1970s,  wh< 
debts  totaled  only  two- thirds  of  income. 

Already,  some  debt-laden  consumers  are  running  in 
trouble.  Personal  bankruptcies  are  increasing.  The  deli 
quency  rate  on  credit-card  balances  rose  to  a  four-ye 
high  in  the  fourth  quarter,  and  with  incomes  falling  ai 
unemployment  rising,  it  will  rise  further  in  1991. 

At  a  time  when  real  incomes  are  declining,  savings  a 
historically  low,  and  an  increasing  portion  of  househo 
earnings  are  needed  to  pay  off  existing  debts — especial 
mortgages — a  consumer  recovery  will  be  extremely  dif: 
cult  to  get  off  the  ground.  And  that  means  there 
probably  not  as  much  life  in  the  economy  as  the  boun< 
in  some  of  the  recent  data  might  suggest. 


THE  WEEK  AHEAD 


CAPITAL  SPENDING 


Wednesday,  Apr.  10,  8:30  a.m. 
Nonfarm  businesses  probably  have  re- 
thought their  1991  plans  for  plant  and 
equipment  spending.  When  the  Com- 
merce Dept.  last  surveyed  companies  in 
the  fourth  quarter,  they  expected  to  in- 
crease capital  budgets  by  just  2.47  this 
year,  with  most  of  the  outlays  concen- 
trated in  the  first  half.  But  the  latest 
survey,  taken  in  January  and  February, 
will  probably  show  that  the  recession 
and  the  gulf  war  have  led  many  busi- 
nesses to  scale  down  or  postpone  their 
capital  investment  plans.  These  cuts 
could  mean  that  capital  spending  may 
decline  for  all  of  1991,  after  accounting 
for  price  changes.  In  1990,  spending  was 


slated  to  rise  5.2%,  or  4.17  after  infla- 
tion adjustments. 

PRODUCER  PRICE  INDEX  

Thursday,  Apr.  11,  8:30  a.m. 
Producer  prices  for  finished  goods  were 
likely  unchanged  in  March,  after  falling 
by  0.6'/  in  February,  say  economists  sur- 
veyed by  McGraw-Hill  Inc.'s  MMS  Inter- 
national. Economists  forecast  that 
prices,  excluding  the  volatile  food  and 
energy  components,  rose  0.27'  in  March, 
slower  than  February's  0.47  pace. 

RETAIL  SALES  

Thursday,  Apr.  11,  8:30  a.m. 
Retail  sales  were  probably  up  by  just 
0.27'  in  March,  say  MMS  economists,  af- 
ter rising  0.87  in  February.  Car  sales 


were  weak  in  March,  but  an  early  Ea 
ter  may  have  boosted  clothing  and 
partment  store  receipts. 

CONSUMER  PRICE  INDEX 


Friday,  Apr.  12,  8:30  a.m. 
The  MMS  consensus  expects  a  mild  0.2 
gain  in  the  CPI  in  March,  the  same  ii 
crease  as  in  February.  Prices,  excludin 
food  and  energy,  probably  rose  0.37°  la: 
month,  after  a  0.7%  jump  in  February 

BUSINESS  INVENTORIES 


Friday,  Apr.  12,  10  a.m. 
Inventories  at  manufacturers,  wholesajj', 
ers,  and  retailers  likely  increased 
0.17  in  February,  after  a  0.47  rise 
January.  Factories  have  already  repor 
ed  no  change  in  their  stockpiles. 
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[he  easiest  way  to  get  from  here, 


WoR1  p  to  vpe  M  arket  Share 


to  here. 


Turn  that  pile  of  notes, 
reports  and  old  slides  into 
your  most  convincing  presen- 
tation ever.  With  Microsoft" 
PowerPoint"  for  Windows"  or 
Microsoft  PowerPoint  for 
the  Macintosh.  Each  has 
tools  you  need  to  make  terrific  over- 
slides  and  handouts. 
We  designed  PowerPoint  software 


especially  for  business  people  like  you  who 
want  a  program  that's  easy  to  learn  and  use. 

Just  call  (800)  541-1261,  Depart- 
ment Q64,  for  the  name  of  your  nearest 
Microsoft  reseller. 

And  change  that  mess  on  your  desk 
into  a  masterpiece  in  the  conference  room. 

Microsoft 

Making  it  all  make  sense 


wore  information  m  the  50  United  States,  call  (800)  5411261.  Dept  064  In  Canada,  call  (416)  568-3503.  Outside  the  US.  and  Canada,  call  (206)936-8661  ©  1991  Microsoft  Girporatwn  All  nghts  reserved.  Microsoft,  the  Microsoft  logo  and  Pom  rpobti 
egistered  trademarks  and  Making  it  all  make  sense  and  Windows  are  trademarks  of  Mu  rosoft  Corporation.  Macintosh  is  a  registered  trademark  of  Apple  Computer.  Inc. 
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THE  WAR 

OF  THE  PLASTIC 

AS  CITI  AND  OTHER  BANKS  DEFEND  THEIR  TURF,  THE  FIGHTING  GETS  FIERCE 


What  a  nice  gift.  Citibank,  the 
nation's  largest  hank  and  top 
credit-card  issuer,  on  Apr.  1 
announced  a  new  program  to  refund  the 
difference  if  cardholders  charge  an  item 
and  later  find  it  costs  less  elsewhere. 
But  this  "price  protection"  plan  is  more 
than  just  goodwill  toward  holders  of  Ci- 
ti's  30  million  cards.  It's  the  latest  sign 
of  bad  times  ahead  for  issuers  in  the 
once-lush  world  of  credit  cards. 

Last  year,  American  Telephone  & 
Telegraph  Co.  crashed  the  party  with  its 
own  Visas  and  MasterCards — offered  to 
charter  cardholders  with  no  annual  fee 
as  long  as  they  use  the  card.  The  banks 
took  the  hint.  Last  fall,  the  Visa  and 
MasterCard  organizations  they  control 
moved  to  block  other  outsiders  from  fo 
lowing  AT&T.  So,  by  January,  when 
Sears,  Roebuck  &  Co.  tried  to  float  Visa 
plastic,  it  was  stopped  cold. 
fading  RAY  OF  LIGHT.  Nor  is  the  friction 
limited  to  old-line  banks  and  the  new 
wave  of  issuers.  Merchants,  the  crucial 
connection  between  card  issuers 
and  the  consumer,  have  been 
getting  edgy.  American  Ex- 
press Co.,  the  king  of  charge 
cards,  in  March  was  faced  with 
a  revolt  by  Boston  restaurateurs 
protesting  the  high  fees  they  pay 
to  honor  AmEx  plastic. 

Add  it  up,  ami  all  the  competition 
figures  to  be  a  boon  to  consumers. 
But  bankers,  worried  about  so  much 
else  these  days,  now  have  one  more  rea- 
son to  fret.  For  the  banks,  suffering 
from  sour  real  estate  and  buyout  loans, 
have  been  depending  on  credit  cards  as 
the  sole  ray  of  light  in  a  dreary  season. 
Consider  Citibank's  situation:  Its  con- 
sumer bank  relied  on  credit  card  opera- 
tions for  some  607'  of  last  year's  $1  ^ 
billion  profit.  "This  is  a  life-and-death 
struggle,"  says  Washington  (D.  C.)  bank 
consultant   Edward   E.   Furash.  "The 
banks  can't  afford  to  lose  this  war." 

No  question,  credit  cards  grew  robust- 
ly through  the  1980s.  By  last  year,  annu- 
al billings  totaled  $366  billion.  But  the 


fact  is  that  such  a  rich  market  inevitably 
attracts  new  players.  And  they're  formi- 
dable. Since  1986,  the  market  share  of 
such  intruders  as  AT&T  has  almost  tri- 
pled, to  16"'  of  Visa  and  MasterCard 
receivables  (chart).  And,  ominously,  con- 
sumers' wallets  may  at  last  be  stuffed 
with  too  many  credit  cards.  According  to 
a  survey  by  Atlanta-based  consultant 
Bruce  Brittain,  21'-'  of  cardholders  plan 
to  drop  at  least  one  card  soon.  If  so, 
that'll  only  sharpen  the  rivalry  and  put 
more  pressure  on  banks'  margins. 

Small  wonder  bankers  are  clawing 
back  with  legal  and  regulatory  chal- 
lenges to  the  interlopers'  Visa  and  Mas- 
terCard privileges.  The  banks  complain 


that,  unlike  them,  their  competitoj 
needn't  meet  federal  capital  requir; 
ments.  Says  Alex  W.  Hart,  chief  exec  > 
tive  of  MasterCard  International  In< 
"All  we  want  is  a  level  playing  field."1 
Visa  and  MasterCard  franchises  ar. 
boons  to  issuers:  More  merchants  tal 
these  cards  than  any  others.  Franchise* 
are  supposed  to  be  limited  to  banks,  bi 
AT&T  and  its  cohorts  get  around  that  ti 
buying  into  or  signing  contracts  will 
small  banks.  Many  of  these  institution 
end  up  doing  little  more  than  serving  sf 
a  conduit  for  the  new  players. 
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e  fiercest  battle  is  raging 
[id  Sears'  attempt  to  is- 
Visa  cards  through  a 
d  Utah  thrift  that  it 
ht  from  the  U.  S.  Resolu- 
Trust  Corp.  Mountain- 
Savings  &  Loan  had  an 
ing  Visa  membership, 
i  Sears  took  over,  Visa 
In't  fill  its  order  for  new 
>.  Sears  got  a  federal 
i's  0.  K.  to  go  forward, 
n  appeal  is  now  pending. 
Justice  Dept.  confirms 
it's  studying  the  Sears 
oversy.  Whether  it  will 
rene  remains  a  big  ques- 
nark. 

a  says  a  1989  bylaw  for- 
membership  by  other  existing  card 
anies.  Prime  suspects:  American 
5ss  and  Sears,  whose  Discover  is 
mtion's  third-largest  card.  "Why 
d  we  allow  a  major  competitor  to 
Visa  cards?"  asks  David  R.  Bran- 
spokesman  for  Visa  USA  Inc.  The 
;'  worst  nightmare  is  that  Sears 
nn  in  court  and  convert  all  of  its  38 
n  Discover  cards  to  Visa.  Sears  ar- 
that  credit  cards  are  a  public  con- 
nce  that  can't  be  reined  in  by  a 
:e  body  such  as  Visa, 
battling  that  massive  merchant 


WHO'S  WHO  AMONG 
BIG  CARD  ISSUERS... 

1990  U.S.  billings  (billions  of  dollars) 


...AND  HOW  BANKS 
ARE  LOSING  SHARE 


AMERICAN  EXPRESS 

$88.3 

CITIBANK 

40.3 

SEARS  DISCOVER 

19.4 

SEARS  ROEBUCK 

16.8 

FIRST  CHICAGO 

13.0 

CHASE  MANHATTAN 

11.4 

MBNA* 

11.0 

BANK  OF  AMERICA 

10.4 

J.C.  PENNEY 

8.7 

AT&T  UNIVERSAL 

4.4 

RECEIVABLES  H 
CREDIT  CARD  ISSUERS 
THAN  BANKS 


Formerly  a  unit  of  MNC  Financial  Inc. 

DATA:  NILSON  REPORT 


'86  87 
A  PERCENT  Of  TOTAL 

DATA  RAM  RESEARCH 


weren't  enough,  the  banks  must  also 
contend  with  AT&T.  The  telecommunica- 
tions titan's  Universal  plate,  introduced 
last  spring,  quickly  vaulted  AT&T  into  the 
top  ranks  of  the  nation's  issuers.  It 
racked  up  $4.4  billion  in  charges  (table). 
"We'll  be  No.  3  by  next  year,  maybe 
No.  2,"  boasts  Paul  Kahn,  head  of 
AT&T's  cards.  Even  better  yet,  he  ex- 
pects the  cards  to  be  profitable  some- 
time next  year. 

AT&T's  sales  gimmicks  are  eye-catch- 
ing. Yearly  interest  rates  run  a  full  per- 
centage point  below  the  19.8%  often 
charged  by  Citi  and  its  brethren.  Citi  and 


other  banks  argue  AT&T's  link 
to  Georgia's  Universal  Bank 
requires  AT&T  to  be  regulated 
as  if  it  were  a  bank. 

Visa  and  MasterCard  also 
are  fighting  back  by  tighten- 
ing standards  for  new  issuers. 
Visa  now  won't  allow  entities 
that  aren't  banks  to  hold 
more  than  25%  of  Visa  receiv- 
ables. That  means  the  inter- 
lopers' pet  banks  must  hold 
them,  yet  they  lack  the  capital 
to  stand  behind  a  mammoth 
loan  portfolio. 

For  big  banks,  the  main 
trouble  is  that  AT&T,  Pruden- 
tial, John  Hancock,  Ford,  and 
others  have  already  crossed 
the  moat  and  crashed  the  gate.  Visa  is 
examining  whether  to  make  the  new 
rules  retroactive.  But  that  maneuver 
could  raise  antitrust  issues,  contends 
Anita  Boomstein,  a  lawyer  with  New 
York's  Hughes,  Hubbard  &  Reed,  who 
has  fought  banks  on  this  turf. 
paperwork.  That  leaves  the  banks  with 
such  margin-squeezing  come-ons  as  Ci- 
ti's  "price  protection"  program  to  lure 
and  keep  cardholders.  How  the  strategy 
will  fare  has  yet  to  be  shown.  Citi  ad- 
mits few  cardholders  use  similar  gim- 
micks. A  cardholder  who  buys  a  toaster 
and — whoops — finds  a  cheaper  one  over 
the  weekend  must,  within  60  days,  sub- 
mit to  Citi  a  store  receipt,  credit-card 
receipt,  and  a  copy  of  a  print  ad  docu- 
menting the  bargain  missed.  That's  a  lot 
of  paperwork  for,  perhaps,  a  small  sum. 
With  such  troubles  from  without,  the 
issuers  hardly  need 
troubles  from  with- 
in. But  that's  what 
AmEx  has  got  with 
the  New  England  res- 
taurateurs who  want  it  to 
ower  the  3.25%  charge  it 
evies  on  every  meal  paid  for 
mgar      with    its  cards. 

While   AmEx  is 
willing  to  slice  off  a 
bit,  it  says  it  can't  go 
much   lower.   One  dis- 
gruntled  owner,  Lydia 
Shire  of  Boston's  Biba, 
dropped  American  Express  on 
Apr.  1. 

Eventually,   all   the  rough 
knocks  in  the  credit-card  biz  will 
send  some  players  to  the  side- 
ines.  And  that,  in  turn, 
should  halt  the  fearful 
squeeze  on  margins. 
But  right  now,  it's  too  bad 
for  the  bankers  because  an  end 
to  the  season  of  fear  is  nowhere  in 
sight. 

By  Larry  Light  and  Leah  Nathans  Spiro, 
with  Peter  Coy  and  Suzanne  Wool  ley.  in 
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EXECUTIVE  SUITE  I 


SALARIES  AT  THE  TOP 

FINALLY  STOP  DEFYING  GRAVITY 


Poor  earnings  are  battering  the  paychecks  of  chief  executives 


So  much  for  the  big  promotion. 
After  20  years  of  working  for 
Chase  Manhattan  Corp.,  Thomas 
G.  Labrecque  last  year  finally  got  the 
top  job  as  chairman.  But  the  onetime 
protege  of  David  Rockefeller  failed  to 
get  a  Rockefeller-size  pay  increase  to  go 
along  with  his  new  title.  With  the  bank 
toting  up  losses  of  §334  million  in  1990, 
Labrecque's  salary  and  bonus  fell  28%, 
to  $680,333. 

Labrecque  has  lots  of  company 
this  year,  as  executives  at  many 
companies  discover  the  newfound 
perils  of  pay  in  a  downturn.  Annual 
bonuses  tied  to  company  perfor- 
mance have  grown  to  74$  of  the 
boss's  salary  in  1989,  up  from  58'  <  in 
1980  on  the  eve  of  the  last  recession. 
A  source  of  consistent  and  hefty 
raises  for  years,  these  bonus  plans 
are  often  linked  to  hitting  targets  on 
net  income  or  return-on-equity. 

And  while  executive  pay  is  still  ris- 
ing generally,  executives  at  poorly 
performing  companies  are  finding 
that  t'Ko  salaries  no  longer  are  as- 
sured of  defying  gravity.  As  many 
as  a  third  of  the  CEOs  at  major  cor- 
porations took  pay  cuts  in  1990,  esti- 
mates Ira  T.  Kay.  a  managing  direc- 
tor of  Hay  Group  Inc.  "It's  nothing 
more  sophisticated  than  [that]  their 
profitability  is  way  down."  he  says. 
'MORE  SCRUTINY.'  There's  another 
reason  behind  the  slimmer  pay- 
checks. Many  compensation  experts 
believe  it's  bad  public  relations  to 
give  the  boss  a  raise  when  he's  fir- 
ing employees  and  shuttering  fac- 
tories. Just  ask  Roger  B.  Smith,  for- 
mer chairman  of  General  Motors 
Corp.  He  set  off  a  storm  of  criticism 
by  pocketing  bonuses  in  1985  and 
1986  while  asking  for  austerity  mea- 
sures from  the  rank  and  file. 
"There's  more  scrutiny  over  the  is- 
sue," adds  Kay. 

So  far,  executives  in  the  financial- 
services  and  banking  industries  are 
taking  one  of  the  worst  beatings. 
With  income  falling  at  American  Ex- 
press Co.,  Chairman  James  D.  Robin-  I 
son  III  made  31%  less  in  salary  and 
bonus  last  year,  an  8800,000  drop  to 
$1.8  million.  Morgan  Stanley  &  Co. 
Chairman  Richard  B.  Fisher  last  year 
pocketed  §2.2  million,  a  60'  <  cut  from  the 


$5.5  million  he  pulled  down  in  1989.  Citi- 
corp froze  Chairman  John  S.  Reed's  sala- 
ry and  paid  no  bonuses  to  the  bank's 
senior  executives.  The  upshot:  Reed's 
pay  fell  by  22';,  to  81.2  million,  in  1990. 
But  top  executives  in  many  other  in- 


HOW  SOME  CEOs' 
PAY  IS  SHRINKING 


1989  PAY: 

$1,593,211 

1990  PAY: 

$978,854 


1989  PAY: 

$1,545,917 

1990  PAY: 

$1,201,242 


JOHN  S.  REED 


PAY  INCLUDES  SALARY  AND  BONUS,  BUT  NOT  THE  EXERCISE  OF  STOCK  OPTIONS 
DATA:  COMPANY  REPORTS 


dustries  also  are  taking  it  on  the  cfl 
Boise  Cascade  Corp.'s  John  B.  Fery  sm 
his  pay  slashed  by  32  .  tn  §093.559  ht 
year,  because  his  cash  bonus,  linkedB 
the  paper  producer's  return  on  equi 
all  but  disappeared  when  the  compaw 
income  plummeted  by  72'  ■ .  Sears,  Rl 
buck  &  Co.'s  Edward  A.  Brennan's  vm 
let  also  was  lighter.  He  took  a  39$  cu* 
salary  and  bonus,  to  $978,854  in  1990,1 
the  retailer's  earnings  slid  by  407'. 
worn-out  sneakers.  Forgoing  compl 
bonuses,  some  executives  volunteerecB 
bring  home  less  money  to  show  solidi? 
ty  with  their  troops.  At  troubled  Tuca| 
Electric  Power  Co.,  Chief  Executjj 
Charles  E.  Bayliss  ordered  a  15  sal; 
cut  for  himself  and  his  top  executivl 
For  grand  gestures,  though,  Robert  I 
Greenberg,  chairman  of  L.  A.  Gear  Ira 
takes  the  prize.  After  the  sneaker  mall 
suffered  its  second  consecutive  quart! 
ly  loss  in  February,  tie  agreed  to  wol 
for  free  until  his  company  gets  back  in 
the  black. 

His  decision  will  cost  him  $375,000 
salary  for  every  quarter  that  L.  A.  G< 
remains  in  the  red.  Explains  Kevin 
Ventrudo,  chief  financial  officer:  "We 
undertaking  a  broad-based  cost-cutti 
program  as  we  go  into  the  '90s.  This 
[Gi'eenberg's]  personal  commitment 
that  program."  Greenberg  is  unlikely 
plead  poverty,  though.  He  earned  $ 
million  last  year,  while  L.  A.  Gear's  ea: 
ings  fell  43'-.  And  when  his  pay  halt  w 
announced,  Greenberg  had  alrea 
pulled  down  $500,000  for  the  fiscal  1! 
first  quarter,  which  ended  Feb.  28. 

In  sum,  Greenberg  and  his  corner 
fice  colleagues  won't  be  holding  ma 
bake  sales.  In  19>9.  when  average  pr 
its  slumped  by  7%,  just  1  in  5  of  the  c 
CEOs  in  BUSINESS  week's  Executive  P 
Scoreboard  experienced  salary  and 
nus  cuts.  Only  36  of  them  saw  their  ca 
pay  drop  by  10$  or  more — and  in  sev< 
al  cases,  they  exercised  stock  optio 
that  more  than  made  up  the  differem 
That  just  demonstrates  a  commi 
characteristic  of  executive  pay:  Wh 
goes  up  doesn't  always  come  down, 
deed,  a  recent  study  by  Graef  S.  Crystifl 
a   prominent   pay  consultant,  showci 
quite  a  different  effect  at  nearly  21 1 
companies.  His  findings:  When  earjl 
ings  rose  by  10%  a  share,  the  CEOl 
salary  and  bonus  jumped  13'  •  .  Wht 
earnings  fell  by  107s  pay  still  weij 
up  by  4.1%. 

Even  so,  more  executives  aij 
learning  that  no  CEO  can  gain  tl 
respect  of  employees  by  taking  evi 
larger  amounts  of  money  out  of  tlj 
company  in  a  downturn.  Call  it  tl 
k  Smith  Principle. 

By  John  A.  Byrne  in  New  York,  wi 
Kathleen  Kerwin  in  Los  Angeles 
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AW  I 


HY  'THE  LEGION  OF  DOOM' 
IS  LITTLE  FEAR  OF  THE  FEDS 


ing  computer  hackers  is  proving  harder  than  prosecutors  imagined 


was  billed  as  the  largest-ever  crack- 
own  on  computer  crime.  Last  May, 
50  gun-toting  Secret  Service  agents 
d  suspected  computer  desperados  in 
ates  for  evidence  of  high-tech  chica- 
The  feds  carted  off  dozens  of  corn- 
's and  thousands  of  diskettes,  leav- 
)ehind  a  bunch  of  dazed  computer 
|  The  hacker  bust,  the  government 
peted,  "should  convey  a  message  to 
:omputer  enthusiast  whose  interests 
;d  the  ethical  use  of  computers." 
t  "Operation  Sundevil"  has  turned 
o  be  a  bust  of  another  sort.  Nearly 
ir  after  the  crackdown,  the  probe 
iroduced  just  one  indictment.  And  a 
;cutor  involved  in  the  investigation, 


clearly  defined.  Computer  law  is  so 
murky  that  Harvard  University  law  pro- 
fessor Laurence  H.  Tribe  even  has  pro- 
posed a  Constitutional  amendment  to 
clear  it  up.  "New  technologies  should 
lead  us  to  look  more  closely  at  just  what 
values  the  Constitution  seeks  to  pre- 
serve," he  says. 

Another  complication  is  that  computer 
records  are  so  vast  that  digging  up  evi- 
dence for  successful  prosecutions  is 
enormously  time-consuming.  Consider 
Operation  Sundevil,  named  after  the 
mascot  of  Arizona  State  University, 
where  the  case  began.  The  target  of  the 
investigation  was  a  loose,  nationwide 
network  of  hackers  known  as  the  Legion 


Baltimore.  Prosecutors  said  he  sent  ille- 
gal copies  of  a  $77,000  AT&T  computer- 
operating  system  known  as  Unix  to 
hackers  around  the  country  after  modi- 
fying it  so  it  could  be  used  to  invade 
corporate  and  government  systems. 
plugging  gaps.  Dalton  contends  that 
without  AT&T's  help,  the  government 
wouldn't  have  had  a  case.  It  was  at&t — 
not  the  feds — that  verified  that  Rose 
wasn't  a  licensed  Unix  user  and  that  the 
program  had  been  modified  to  make 
breaking  into  computer  systems  easier. 
"Computer  literacy  in  law  enforcement 
isn't  what  it  should  be,"  says  Dorothy 
Denning,  who  chairs  Georgetown  Uni- 
versity's computer-science  department. 

The  government  admits  its  investiga- 
tions are  hampered  by  a  lack  of  exper- 
tise and  funds  to  pursue  the  vast  new 
area  of  potential  abuse.  But  the  authori- 
ties are  trying  to  plug  some  of  the  gaps. 
In  January,  the  Justice  Dept.  formed  a 
computer-crime  task  force  to  coordinate 
prosecutions  with  state  and  foreign  gov- 
ernments. States  such  as  Florida  and 
California  have  set  up  similar  groups. 


PEW  VICTORIES  IN  THE  WAR  ON  HACKERS 


PROSECUTORS  RELIED  ON  HELP  FROM  AT&T 


didn't  want  to  be  quoted  by  name, 
chances  are  "extremely  high"  that 

of  the  cases  will  be  dropped — as 
ly  as  possible.  It's  the  latest  in  a 
5  of  setbacks  for  the  government's 
y  publicized  drive  against  computer 
i  (table).  The  fate  of  these  cases  is 
ng  a  message  to  computer  enthusi- 
:hat's  quite  different  from  what  the 
-nment  intended:  It's  much  harder 
til  hackers  for  electronic  mayhem 
prosecutors  ever  imagined. 

records.  Although  the  obstacles 
from  case  to  case,  there  are  some 
ion  threads.  Computer  crimes  often 
the  country,  calling  for  tricky  coor- 
ion  of  far-flung  law-enforcement 
:ies.  Moreover,  cops  must  be  care- 
ot  to  infringe  personal  freedoms  in 
*ea  of  the  law  that  has  yet  to  be 


SUSPECT 

ALLEGED  CRIME 

OUTCOME 

ROBERT  MORRIS  JR. 

Convicted  of  breaking  into  and  crip- 
pling a  national  network  of  govern- 
ment and  university  computers 

Sentenced  to  probation 
and  community  service 

STEVE  JACKSON 

President  of  computer-game  maker 
accused  of  publishing  'a  handbook 
for  computer  crime' 

Case  dismissed  because 
of  lack  of  evidence 

CRAIG  NEIDORF 

Accused  of  publishing  classified 
phone  company  information  in  his 
electronic  newsletter 

Case  dismissed  when  in- 
formation was  shown  to 
be  publicly  available 

FRANKLIN  DARDEN 
JR.,  ADAM  GRANT, 
AND  ROBERT  RIGGS 

Convicted  of  conspiring  to  defraud 
BellSouth  of  information  and  disrupt 
telephone  service 

Each  sentenced  to  one 
year  split  between  a  half- 
way house  and  probation 

LEONARD  ROSE  JR. 

Pleaded  guilty  to  transmitting  stolen 
AT&T  software 

Agreed  to  serve  one  year 
in  prison.  Formal  sentenc- 
ing set  for  June 

DATA,  BW 

of  Doom.  The  feds  suspected  the  Doom- 
sters  of  trading  stolen  credit-card  num- 
bers and  long-distance  phone  cards  and 
exchanging  information  on  how  to  break 
into  corporate  computers  around  the 
country.  The  raid  netted  23,000  disks. 
"The  magnitude  overwhelmed  us,"  con- 
cedes Dale  P.  Boll,  deputy  director  of 
the  Secret  Service's  Fraud  Div. 

Perhaps  the  biggest  enforcement 
problem  is  that  gumshoes  trained  to  nab 
drug  runners  are  woefully  unprepared 
for  their  high-tech  task.  Jerome  R.  Dal- 
ton, American  Telephone  &  Telegraph 
Co.'s  corporate  security  manager,  is  con- 
vinced that  the  feds  simply  can't  convict 
computer  criminals  on  their  own.  He 
points  to  Leonard  Rose  Jr.,  a  computer 
consultant  who  pleaded  guilty  on  Mar. 
22  to  wire-fraud  charges  in  Chicago  and 


"We're  getting  a  more  coherent  law-en- 
forcement approach  now,"  says  Gail 
Thackeray,  a  special  deputy  county  at- 
torney in  Maricopa  County,  Ariz.,  and  a 
key  player  in  Operation  Sundevil. 

Despite  all  the  "abort"  and  "error" 
messages,  the  government  has  notched 
some  successes.  Rose's  plea  bargain,  for 
instance,  calls  for  a  one-year  jail  sen- 
tence, by  far  the  stiffest  to  date.  That 
time  behind  bars  for  Rose  sends  yet  an- 
other message  to  hackers:  The  govern- 
ment will  mete  out  tough  discipline  to 
those  computer  crooks  it  does  convict. 
But  it  has  little  choice  if  its  crackdown  is 
to  be  taken  seriously.  The  hackers  the 
feds  are  snaring  in  their  electronic  net 
are  few  and  far  between. 

By  Mark  Lewyn  in  Washington  and 
Evan  I.  Schwartz  in  New  York 
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Commentary/by  Stanley  Reed  and  Bill  Javetski 


THE  GULF:  WHAT  AMERICA  SHOUID  DO  NOW 


■  n  rallying  the  international  alliance 
I  against  Iraq's  invasion  of  Kuwait, 
■  President  Hush  repeatedly  invoked 
the  vision  of  a  new  world  order  distin- 
guished by  global  consensus  and  the 
rule  of  law.  But  in  the  aftermath  of  the 
victory.  Iraq  and  Kuwait  have  plunged 
into  the  old  Middle  Eastern  disorder  of 
bloodletting  and  reprisal. 

In  Iraq,  Saddam  Hussein  is  savagely 
repressing  rebellious  Shiites  and 
Kurds,  as  he  has  in  the  past.  The  dif- 
ference this  time  is  that 
a  U.S.  occupying  army 
is  watching  the  blood- 
shed and — on  orders 
from  Washington — do- 
ing nothing  more  than 
downing  two  Iraqi  jets. 
In  Kuwait,  under  the 
gaze  of  U.  S.  liberators, 
Kuwaiti  soldiers  and 
vigilantes  have  rounded 
up  some  2,000  Palestin- 
ians and  other  sup- 
posed Iraqi  collabora- 
tors and  have  tortured 
and  killed  dozens. 

By  doing  nothing  to 
prevent  the  bloodshed, 
Bush  may  be  frittering 
away  much  of  the  re- 
spect he  has  earned  in 
the  Middle  East  since 
August.  His  inaction 
could  doom  thousands 
of  Iraqis  and  Palestin- 
ians to  refugee  camps  or  death.  It 
could  also  kill  hopes  for  progress  on 
Arab-Israeli  peace  and  for  reforming 
the  region's  medieval  political  systems. 
"Iraq  and  Kuwait  are  very  troubling," 
says  William  B.  Quandt,  a  Middle  East 
specialist  at  the  Brookings  Institu- 
tion in  Washington.  He  says  that 
events  in  Iraq  are  "becoming  a  major 
embarrassment." 

western  meddler?  The  Administra- 
tion claims  it  doesn't  want  to  meddle  in 
Iraq's  internal  politics.  Bush  is  also  un- 
der pressure  to  bring  American  sol- 
diers home  quickly,  and  he  is  reluctant 
to  encourage  insurrections  in  Iraq  that 
could  break  up  the  country. 

But  Bush  is  already  too  deeply  en- 
meshed in  Iraq  to  wash  his  hands  of  it 
now.  He  has  publicly  called  for  the 
Iraqi  people  to  depose  Saddam.  And 
the  war,  by  disabling  the  central  gov- 
ernment, constituted  intervention  on  a 


grand  scale.  In  failing  to  address  the 
turmoil  created  by  the  war,  Bush  risks 
being  viewed  as  one  more  Western 
meddler  whose  only  interest  is  an  unin- 
terrupted supply  of  hydrocarbons.  And 
if  he  doesn't  stop  Saddam,  the  dicta- 
tor's brutal  tactics  will  create  thou- 
sands of  new  refugees — a  big  head- 
ache for  Turkey,  a  U.  S.  ally. 

Action  need  not  mean  Americans 
fighting  Saddam  on  the  ground.  There 
are  many  options  short  of  sending 


THE  EMIR  NEEDS  TO  MOVE  QUICKLY  TO  RESTORE  KUWAIT'S  PARLIAMENT 


: 


troops  to  Baghdad.  The  U.  S.  should 
begin  by  warning  Saddam  to  stop  us- 
ing helicopter  gunships  on  the  rebels. 
That  would  aid  the  Kurds,  whose 
mountain  redoubts  are  inaccessible  to 
ground  forces.  It  would  also  prevent 
Saddam  from  bombing  and  gassing 
their  villages.  The  U.  S.  could  extend 
the  ban  to  tanks  and  heavy  artillery 
and  enforce  it  from  the  air. 

More  important,  the  U.  S.  should 
make  clear  that  the  world  will  keep 
tight  economic  sanctions  on  Iraq  until 
it  has  a  government  committed  to  a 


By  not  trying  to  stop 
bloodshed,  Bush  may  be 
frittering  away  the  respect 
he  has  earned  in  the  Mideast 


certain  standard  of  decency.  A  regi 
that  kills  and  tortures  its  own  peo 
and  denies  political  freedom  to  dis< 
franchised  groups  such  as  Shiites  a 
Kurds  doesn't  meet  that  standai 
Washington  should  also  promise 
clear  the  way  for  rebuilding  once  su< 
a  government  is  in  place.  Of  coursj 
some  coalition  members  will  grumb 
The  Saudis  fear  growing  Iranian  infl 
ence  in  Iraq,  and  the  Soviets  still  hoj 
to  rescue  their  client.  But  the  U.  S.  h 
the   muscle   to  pus 
such  conditions  throug 
the  U.  N. 

Continued  econom 
sanctions  would  ah 
give  Iraqis  an  incentk 
to  get  rid  of  Saddan 
whose  survival  will  be 
chronic  headache  fc 
Washington.  Allowin 
Saddam  to  crush  the  rj 
bellion  invites  Iraqi 
and  others  in  the  regio 
to  conclude  that  Bus 
now  doesn't  mind  doin 
business  with  the  weal 
ened  dictator. 

The  U.  S.  also  need 
to  lay  down  the  law  t 
Kuwait's  rulers,  the  a 
Sabahs.  If  need  be 
U.  S.  troops  should  b 
deployed  to  discourag 
kidnappings  of  Palestir 
ians.  American  author 
ties  should  insist  that  those  unjustli 
detained  be  quickly  released.  The  U.  9, 
should  also  urge  the  al-Sabahs  to  movi 
quickly  to  restore  the  parliament,  sus 
pended  in  1986,  and  to  institute  othe 
democratic  reforms. 

Bush's  diplomatic  achievements  ii 
rallying  support  against  Saddam  wen|£E 
on  a  par  with  America's  battlefield  per 
formance.  He  united  the  Arab  work 
against  a  country  other  than  Israel 
That  coup  presents  him  with  a  tremen 
dous  opportunity  to  foster  regiona 
change.  From  the  Soviet  Union  to  Mex 
ico,  the  U.  S.  has  prodded  governments) 
toward  more  democratic  practices,  es 
pecially  respect  for  human  rights.  Sucr 
ideals  will  be  tougher  to  achieve  in  tht 
Middle  East.  But  if  Bush  doesn't  offer 
Iraqis  and  Kuwaitis  a  piece  of  the  new 
world  order,  he  will  have  little  chance 
of  extending  it  to  the  rest  of  the  re 
gion — much  less  the  rest  of  the  globe 


of 
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IE  FREE-TRADE  TALKS  THREATEN 
I  BECOME  A  FREE-FOR-ALL 


iplications  are  cropping  up  in  Mexico,  Canada — and  Congress 


tefore  three-way  discussions  on 
ending  trade  barriers  from  the 
Yukon  to  the  Yucatan  have  even 
n,  concerns  about  U.  S.  job  losses, 
tion  drifting  across  the  border  from 
co,  and  politics  in  Ottawa,  Washing- 
and  Mexico  City  are  threatening  to 
1  the  process.  And  that's  imperiling 
dent  Bush's  vision  of  a  North 
rican  free- trade  zone  to  rival  the 
nercial  might  of  Europe  and  Japan, 
wasn't  supposed  to  be  this  difficult 
t  the  parties  to  the  table.  Key  Capi- 
lill  Democrats  have  already  come 
in  support  of  Bush's  plan.  Polls 
that  80%  of  Mexicans  favor  a  free- 
:  pact  with  the  U.  S.  What's  more, 
and  Canadian  businesses  alike  have 
pushing  to  speed  up  the  10-year 
ition  of  tariffs  contained  in  the  1988 
■Canadian  trade  deal, 
t  the  Bush  Administration  is  sud- 
'  scrambling  to  salvage  its 
n  of  triangular  free  trade. 
3roblem:  Congress  is  willing 
at  the  coming  negotiations 
fast  track  toward  approval, 
>nly  if  it  has  a  say  in  shap- 
;he  agenda.  Senate  Finance 
mittee  Chairman  Lloyd 
,sen  (D-Tex.)  and  House 
3  &  Means  Chairman  Dan 
snkowski  (D-Ill.),  both  back- 
>f  the  talks,  have  given  the 
e  House  until  May  1  to  de- 
i  an  "action  plan"  to  address 
concerns  of  key  constituen- 
The  afl-CIO  fears  a  whole- 
flight  of  jobs  to  Mexico.  And 
ronmentalists  warn  that 
businesses  will  migrate 
i  to  take  advantage  of  Mexi- 
lax  pollution  controls. 
en'  votes.  House  Majority 
ler  Richard  A.  Gephardt 
o.),  a  close  labor  ally,  has 
)ut  tough  conditions  for  sup- 
ng  the  talks.  He  wants  pro- 
ns  on  the  environment,  job  safety, 
h  regulations,  and  workers'  rights, 
cognizing  the  problem,  U.  S.  Trade 
esentative  Carla  A.  Hills  has  aban- 
d  earlier  plans  for  an  agreement  de- 
1  purely  to  free-trade  issues.  In  an 
t  to  secure  enough  "green"  Demo- 
c  votes,  she  has  been  asking  envi- 
lental  groups  for  suggestions, 
ivironmentalists  are  capitalizing  on 
ipportunity.  William  K.  Reilly,  chief 
le  Environmental  Protection  Agen- 


cy, promises  an  agreement  by  this  sum- 
mer on  a  joint  U.  S.-Mexico  plan  to  fight 
air  and  water  pollution  on  the  border. 
The  trade  negotiations  offer  "potentially 
the  most  significant  opportunity  to  im- 
prove the  environment  for  85  million 
Mexicans  in  my  lifetime,"  says  Reilly. 

Bush  isn't  alone  in  offering  conces- 
sions to  domestic  critics.  Neither  Mexi- 
can President  Carlos  Salinas  de  Gortari 
nor  Canadian  Prime  Minister  Brian  Mul- 
roney  is  finding  the  going  easy.  Salinas 
is  hoping  to  shore  up  Canadian  support 
for  the  talks  with  a  three-day  trip  to 
Canada  beginning  on  Apr.  7,  preceded 
by  a  meeting  with  Bush  in  Houston.  But 
at  home,  he's  being  dogged  by  Mexican 
opponents  who  fear  free  trade  means 
U.  S.  domination  of  their  economy. 

Salinas'  foes  hope  to  persuade  critics 
in  Washington  and  Ottawa  to  pile  impos- 
sible demands  on  Salinas  in  hopes  of 


The  climate  for  a  three-way  free-trade 
pact  is  even  stormier  in  Canada.  Mulron- 
ey's  opponents  are  blaming  the  coun- 
try's severe  recession,  which  has  sent 
unemployment  soaring  to  10.2%,  on  the 
U.  S.-Canadian  Free  Trade  Agreement. 
"If  you  would  believe  our  critics,  every 
person  who  lost  a  job  in  the  past  three 
years  lost  it  because  of  the  fta.  Every 
factory  that  closed  in  the  past  three 
years  closed  because  of  the  FTA,"  com- 
plains International  Trade  Minister  John 
C.  Crosbie.  Meanwhile,  Mulroney's  Pro- 
gressive Conservative  government  is 
struggling  with  separatist  fervor  in  Que- 
bec that  could  split  the  confederation — 
and  spike  the  talks. 

strings  attached?  Canadians  also 
have  less  cataclysmic  fears.  Many  of 
them  suspect  that  the  U.  S.  will  try 
to  renegotiate  important  portions  of  the 
current  U.  S.-Canadian  agreement  that 
Washington  has  never  liked  too  much. 
Hills's  pet  peeve  is  Canada's  long-stand- 
ing protection  of  its  "cultural  indus- 
tries" from  the  Visigoths  of  Hollywood 
and  New  York.  "Canadians  are  very, 
very  sensitive  about  the  degree  of  domi- 
nation of  our  media"  by  Americans,  re- 
marks Gordon  Ritchie,  Canada's  deputy 
negotiator  in  the  1987  free-trade  talks 
with  the  U.  S.  "We  don't  feel  that  writ- 


killing  the  entire  process.  Leftists  of  the 
opposition  Revolutionary  Democratic 
Party  want  the  U.  S.  to  require  clean 
elections  supervised  by  international  ob- 
servers in  Mexico  in  1994 — a  condition 
that  Salinas  and  his  ruling  Party  of  the 
Institutional  Revolution  (PRI)  almost  cer- 
tainly wouldn't  meet.  Other  foes  are  can- 
nily  playing  to  congressional  fears  by 
raising  the  specter  of  a  wide-open  border 
that  invites  drug  smuggling  and  unlimit- 
ed worker  migration  into  the  U.  S. 


ing  novels   is   like  making  widgets." 

In  the  end,  congressional  opponents  of 
a  North  American  free-trade  zone  will 
probably  lack  the  strength  to  kill  the 
talks  outright.  But  they'll  make  their 
presence  felt.  The  Administration  will 
get  the  negotiating  authority  it  needs 
only  with  enough  strings  attached  to 
weave  a  colorful  serape. 

By  Paul  Magnusson,  with  Peter  Hong,  in 
Washington,  William  C.  Symonds  in  To- 
ronto, and  Stephen  Baker  in  Mexico  City 
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DEALS  I 


DID  HENLEY'S  PIED  PIPER 
CALL  THIS  TUNE? 


Iraie  investors  ask  whether  Mike  Dmernan  engineered  a  lowball  bid 


H 


was  the  Pied  Piper  of  Wall 
Street.  Five  years  ago.  Michael 
D.  Ding-man  launched  Henley 
Group  Inc.  a  grab  bag  of  35  companies 
spun  off  from  Allied-Signal  Inc.  Al- 
though the  motley  assemblage  quickly 
became  known  as  "Dingman's  Dogs."'  in- 
vestors swarmed  behind  the  charismatic 
Dingman,  snapping  up  Henley's  then- 
record  $1.2  billion  initial  public  stock  of- 
fering in  19S6.  Shareholders  were  drawn 
by  Dingman's  sterling  reputation  for 
sprucing  up  sickly  industrial  companies 
and  selling  them  at  a  profit.  In  the  years 
that  followed.  Dingman  took  investors 
on  a  dizzying  odyssey  of  spin-offs,  buy- 
backs,  and  asset  sales. 

The  long,  strange  trip  of  the  company, 
based  in  Hampton.  X.  H..  may  be  near- 
ing  an  end.  On  Mar.  27.  Libra  Invest  &: 
Trade  Ltd..  a  Zurich-based  company 
owned  by  Lebanese  investor  Toufic 
Aboukhater.  proposed  a  $325  million 
buyout  of  the  75^  of  Henley  that  libra 
doesn't  already  own.  libra's  -522-a-share 
bid  breathed  life  into  Henley's  moribund 
stock,  driving  it  to  24  from  a  recent  low 
of  16.  That's  a  pretty  nice  pop.  but  some 
Henley  shareholders  smell  a  rat.  Embit- 
tered by  poor  returns  on  past  Dingman 

eals.  thi  i  this  is  a     -  t 

by  the  Henley  chief  to  enrich  himself  at 
stockholders"  expense. 

VEHEMENTLY  OPPOSED 

.  a  .  i 

charges  Alan  B.  Snyder,  president  of 
Snyder  Capital  Management  Inc.  in  San 
Francisco,  a  Henley  shareholder.  He 
.  -  ■ 

:  _  ■ 

•  V  estmem        -  r 

:         ea     .      •         -  fin 
Apr.  1  letter  to  Dingman  and  Henley's 

"We  are  vehemently  ■  

- 

- 

going  to  see.K  a.,  reme- 
es  s  - 

-  i 

i  i 

- 

-    ■  ~ 

evei       i      eft  the 
for  : 


that  Aboukhater.  a  longtime  friend  and 
business  ally  of  Dingman's.  will  walk 
away  with  the  company  at  a  bargain 
price.  "The  offer  is  ludicrously  under- 
priced."  Snyder  says.  "This  company  is 
worth  $40  to  $50  a  share." 

It  was  easy  for  Libra  to  bid  low.  After 
months  of  uncertainty,  Henley  on  Mar.  6 
canceled  a  proposed  spin-off  of  one  of  its 
two  biggest  operations,  savins:  that  it 


stockholders.  "In  a  few  months, 
same  management  group  could  be  in  b 
with  Libra."  says  Oppenheim,  "a! 
they'll  benefit  from  the  improvements 
Henley  that  we  should  be  receiving.'' 

It  wouldn't  be  the  first  time.  In  191 
when  Dingman  was  anxious  to  amass 
bigger  piece  of  Henley  Manufacturi 
Corp..  one  of  Henley  Group's  many  sp 
offs.  Aboukhater  and  a  partner  sold  h 
their  17~  stake.  That  trade  gave  him  t 
controlling  block  that  enabled  him.  akw 
with  Henley  President  Paul  M.  Mc 
trone.  to  take  the  company  private  at 
low  overall  price. 

Dingman  had  obtained  other  Henl 
Manufacturing  shares  by  a  curioi 
route.  Henley  Group  and  Henley  Man 
facturing  gave  Dingman  plenty  < 
shares  and  lent  him  monev  to  buv  mo: 


The  bid  at 
$22  a  share 
comes  from 
a  Dingman 
ally,  and 
shareholders 
suspect 
the  two 
may  be 
in  cahoots 


:  - 


WOULD  LIBRA  GET 
HENLEY  ON  THE  CHEAP? 


together  rather  than  separately.  The 
company  also  reported  a  $54  million  loss 
for  1990.  Henley  shares  dipped  below  20. 
a  far  cry  from  last  year's  471-;  peak. 
Then  Aboukhater's  offer  emerged. 

If  libra  succeeds  in  taking  Henley  pri- 
vate, some  shareholders  and  analysis 
suspect  that  Dingman  will  remain  in 
charge  with  a  piece  of  equity  in  the  new 
  company.  Stockhold- 
ers who  have  stuck 
with  Henley  are  con- 
vinced that  its  remain- 
ing scientific  instru- 
ment and  industrial 
units  are  improving 
and  will  eventually  be 
sold  at  a  tidy  profit. 
Bui  by  then,  they 
fear,  it  may  be  Ding- 
man and  Aboukhater 
who  reap  the  rewards, 
not  Henlev's  public 


at  low  prices.  And  through  a  eomplej  J. 
transaction.  Henley  Manufacturing  wa  li- 
able to  retire  about  hah"  its  stock,  greaf  | 
ly  increasing  Dingman's  stake.  Dingma  ,  ■ 
eventually  raised  his  buyout  offer  fr«  r 
$S0  a  share  to  $90.  but  only  after  a  slei  E, 
of  lawsuits  by  shareholders,  many  q  ■ 
whom  still  feel  shortchanged.  Henle  , 
contends  that  shareholders  who  sold  foj  r 
$90  got  a  good  price.  I^. 

Henley's  shareholders  have  other  rM  j 
sons  for  their  disenchantment  witJ . 
Dingman's  nonstop  financial  footwork  ( 
A  Henley  share  bought  at  the  IPO  fa  j, 
$21-25.  assuming  the  holder  kept  al  f 
stock  dividends  and  spin-off  shares,  i 
currently  worth  about  $23.50  by  Hatt 
ley's  own  estimate.  That's  an  21~-  yiekK 
over  five  years,  during  which  time  tiK 
Star,  card  £  Poor's  500  has  gained  53%. 

The  mystery  surrounding  Aboukhata 
a  t  ub!ic-:ry-sr.y  investor  who  lives  in  Mo  - 
naeo.  only  heightens  the  current  specula  i 
lion.  Aboukhater's  spokesman,  James 
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•oth  of  the  Kekst  &  Co.  public  re- 
;  firm,  says  the  investor's  other 
gs  include  European  real  estate 
ski  resort  in  the  French  Alps.  Fin- 
i  denies  his  client  is  in  cahoots 
)ingman  in  Libra's  attempt  to  take 
f  private.  Henley  won't  comment 
it.  Libra  and  Henley  both  say  Li- 
Mar.  27  letter  was  the  first  ruin- 
ation between  Aboukater  and 
ian  about  the  plan, 
for  Dingman's  future,  Fingeroth 
10  decisions  have  been  made  but 
boukhater  "has  a  high  regard  for 
;ement."  And  both  sides  insist  it  is 
ture  to  speculate  about  whether 
ian,  59,  or  his  top  lieutenants 
get  a  piece  of  the  new  entity. 
£man  was  already  a  respected  as- 
iffler  in  1984  when  Aboukhater 
nvested  with  him.  In  1969,  Ding- 
sft  his  investment  banking  job  at  a 
essor  of  Drexel  Burnham  Lam- 
ic.  to  run  an  ailing  holding  compa- 
■  pared  it  dowi  into  Wheelabrator- 
which  he  then  built  into  a  $1.5 
engineering  company  that  merged 
ignal  Cos.  in  1983.  When  Signal, 
Dingman  was  president,  was  try- 
unload  some  of  its  holdings  in 
sr  Dingman  spin-off,  Pullman 
)ortation  Co.,  Aboukhater  and  a 
r  bought  a  big  piece. 
ing  moves.  At  Henley,  Dingman 
aed  selling  assets,  buying  them 
and  spinning  them  off  again.  His 
ds  often  baffled  shareholders,  but 
•mplained  as  long  as  the  stock  was 
high.  Dingman  is  known  for  a 
but  informal  management  style, 
ids  his  senior  managers  on  brisk 
valks  to  discuss  business, 
se  days  his  dealmaking  pace,  at 
has  slowed  considerably.  The 
for  Henley  and  Dingman  came  as 
jpularity  of  leverage  and  asset- 
ing  waned  with  the  1980s.  One  of 
fs  biggest  headaches  has  been  the 
on  in  debt  left  from  its  1988  acqui- 
of  Pneumo-Abex  Corp.,  an  ailing 
iace  company. 

e  shareholders  contend  that  re- 
lalance  sheet  improvements  have 
Henley  a  more  attractive  prize 
:s  recent  stock  performance  would 
;e.  Henley  recently  bought  hack 
lillion  of  Pneumo-Abex  debt,  some 
little  as  an  estimated  40<f  on  the 
The  company  also  raised  cash  by 
;  various  stock  holdings. 
)re  Henley  nixed  Libra's  bid,  the 
was  trading  some  $2  a  share  above 
[hater's  offer,  indicating  that  Wall 
thinks  Libra  will  sweeten  its 
But  angry  shareholders'  best  hope 
>e  that  Dingman  heeds  them  and 
away  from  Libra.  Even  if  he  does, 
h,  the  throng  that  once  followed 
ied  Piper  is  thinning  quickly. 
By  Kathleen  Kerwin  in  Los  Angeles 
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HEFTY  SELL-OFFS  MAY  HELP 
FIX  GOODYEAR'S  FLAT 


The  tiremaker  wants  to  lower  debt  by  $500  million — after  a  1990  loss 
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Goodyear  Chairman  Tom  H.  Bar- 
rett won't  have  a  very  cheery  re- 
port for  shareholders  on  Apr.  8, 
when  he  stands  before  them  at  the  com- 
pany's annual  meeting.  Suffering  its 
first  loss  in  half  a  century  in  1990,  Good- 
year Tire  &  Rubber  Co.  slashed  the  divi- 
dend in  February.  Barrett  has  also 
chopped  staff  by  the  thousands  and 
shaken  up  his  management  team. 

Barrett  isn't  done  yet.  Now,  he's  pre- 
paring to  auction  off  businesses  that 
Goodyear  held  on  to 
even  during  its  bitter 
1986  fight  with  Sir- 
James  Goldsmith.  The 
reason:  to  slice  the  mon- 
strous debt  taken  on  to 
repel  the  raider. 

The  company  won't 
comment  on  possible  as- 
set sales,  but  outsiders 
who  do  business  with 
Goodyear  say  it  has 
talked  with  investment 
bankers  about  some 
nontire  manufacturing 
units.  "They're  going  to 
want  to  raise  at  least 
$500  million,"  says  one. 

Nobody  is  holding  a 
gun  to  Goodyear 's  head 
for  that  kind  of  mon- 
ey— yet.  The  company 
cut  the  dividend  from 
$1.80  to  40$  a  share, 
saving  $80  million  a 
year.  And  it's  limiting 
capital  expenditures 
(chart),  so  its  cash  flow  from  operations 
this  year  should  be  sufficient  to  handle 
basic  needs. 

'BIG  smorgasbord.'  That  cash,  though, 
won't  stretch  far  enough  to  pay  off 
much  of  Goodyear's  $3.6  billion  in  debt — 
63.3%  of  capitalization  (chart).  That's  a 
sore  spot  with  Goodyear  executives,  who 
are  preparing  to  sit  down  with  bankers 
later  this  month.  The  topic:  an  extension 
of  $2.24  billion  in  revolving  credit  lines 
that  support  the  company's  short-term 
borrowings.  The  current  lines  run  until 
late  1992,  and  banks  may  well  renew 
irrespective  of  any  asset  sales.  Still, 
notes  one  lender,  "they  have  a  big  chunk 
of  debt.  It's  out  of  proportion  to  the  cash 
flow.  You've  got  to  do  something  about 
that  in  a  rather  short  period." 

Hence  the  possibility  of  asset  sales. 
There's  only  one  prospect  that  stands 


AS  GOODYEAR 
PILES  ON  DEBT 


...IT  CUTS  SPENDING 
TO  THE  BONE 


CAPITAL  EXPENDITURES  OK 
CONTINUING  OPERATIONS 
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out:  the  General  Products  Group.  Al- 
though dwarfed  by  the  company's  tire 
operation,  General  Products  rings  up  $2 
billion  in  annual  sales  of  everything 
from  auto  parts  to  supermarket  film 
wrap.  And  lately,  it  has  outperformed 
the  tire  business.  Last  year,  despite  an 
earnings  drop,  it  rang  up  $194  million  in 
operating  profits. 

Some  General  Products  businesses 
wouldn't  draw  many  buyers.  But,  notes 
Saul  H.  Ludwig,  an  analyst  at  Cleve- 
land's Roulston  &  Co., 
"you've  got  a  big  smor- 
gasbord." One  item  on 
the  menu:  polyester  res- 
in for  soft-drink  bottles, 
a  profitable,  high- 
growth  business. 

There's  another  asset 
Goodyear  would  dearly 
love  to  dump  but  can't: 
its  $1.7  billion  oil  pipe- 
line running  from  Cali- 
fornia to  Texas.  Built  to 
move  offshore  oil  — 
which  isn't  being 
pumped  at  the  mo- 
ment— it's  mostly  idle, 
draining  away  $100  mil- 
lion a  year  after  taxes. 

Meanwhile,  the  blood- 
bath in  the  world  tire 
industry  continues.  Bru- 
tal competition  helped 
lead  to  Goodyear's  loss 
in  1990  of  $38.3  million 
(including  $73.1  million, 
after  taxes,  in  special 
charges),  on  revenues  of  $11.5  billion. 
And  Goodyear  will  report  a  further  oper- 
ating deficit  in  the  first  quarter.  UBS 
Securities  Inc.  analyst  Jean-Claude 
Gruet  pegs  it  at  $18  million. 

In  this  grim  environment,  Barrett  has 
been  chopping  overhead — 6,700  salaried 
jobs  since  January,  1989.  In  mid-March, 
he  also  shook  up  management,  eliminat- 
ing the  world  tire  unit  created  less  than 
three  years  earlier  and  driving  its  hard- 
nosed  chief,  Executive  Vice-President 
Jacques  R.  Sardas,  into  retirement.  Hoyt 
Wells,  who  had  run  the  General  Prod- 
ucts business,  took  the  president's  title. 
Industry  rumors  are  rife  that  Barrett 
himself  is  in  the  hot  seat.  There's  no 
hard  evidence  of  that.  But  it's  no  secret 
that  Goodyear  needs  more  shaping  up. 
And  that  means  slimming  down. 

By  Zachary  Schiller  in  Cleveland 
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it  to  believe  it.  All  you  have  to  say  is  when.The  Accord  Coupe  □□E3QH 
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problems  amount  to  a  rude  wake-up  call- 
Elected  from  a  crowded  field  with  just 
49^'  of  the  vote,  the  57-year-old  gover- 
nor's first  budget  proposes  to  raise  near- 

and  adding  sales  taxes  and  fees.  He  has 
z  -5-x3 

spending  by  savaging  education  and  wel- 
fare programs.  In  addition.  Wilson  has 
stopped  water  deliveries  from  state  aq- 
ueducts to  farmers  and  has  severely  :ur- 
tailed  ieliveries  :-:  :-:ti-s.  Zr-  ;r.vvi  _.ar 
i 

■■  .    ties  :-v:  :  A.  ?.::~r.i.  L>?r:.:-:rA: 


California's  Wilson  confronts  a  sick  economy  and  a  huge  budget  deficit 


GOVERNOR  WILSON'S  HEADACHES 


BUDGET  DEFICIT 


DROUGHT 


■DISTRICTING 


ate:  "I'd  give  Governor  Wilson  a  C-ph 

so  far."" 

Wilson's  undoing  is  a  state  econoi 

-  ••  •  -  -  •;:  out  •  v. 
-    •        .  .  •            Y      "   _•    .  ffs 

defense,  construction,  and  farming 
dramatically  throttled  back  reveni 
growth,  while  spending  has  jumped, 
tr.e  '  "  -       -     ~t:  m:tt-::  his  >-"-"  7 
r.  :  :r.  •  .  •  -  -  aft  •  -t.:n 

a  -57  billion  shortfall.  In  late  Man 
as  the  recession  threw  the  brakes 
'•  •        zr  wtm  estimate;  f:r  the  r 
ink  shot  up.  to  S12.6  billion. 

MAD    TEACHERS.  :\ir.-r_C 

Mart-It  •  -•  the  _-• "  keeping  V\ 
son  from  having  to  impose  further  \val 
cuts.  But  there's  no  such  respite  nt 

.  -  Alth    _    the  state  :mi 

tut:  •    ••  -     t    :.  alat.fr  stei 

.  .      ••  a    -.  .  juilt   :  :al 

propositions  enacted  over  the  past  ti 
decades  makes  that  all  but  impossib 
For  instance.  1985  s  Proposition  95  m 
dates  that  40'-^  of  all  new  revenues  1 
to  the  state's  school  system.  Wflsoi 
proposal  to  defy  Proposition  98 
reduce  school  programs  by  -52  bOH 
has  aroused  the  fury  of  the  huge  Cs 
forma  Teachers  Assn..  which  has  mom 
ed  an  advertising  blitz  in  oppositif 
Moreover.  Democrats  have  lined  up 
fight  the  governor's  call  to  repeal  Prof 
sition  98. 

-  ami  the  legislators  must 
ance  the  budget  by  the  end  of  June 
the  new  governor  is  already  at  odds  i 
the  Democrat-controlled  legislature- 
son's  aides  say  he's  mulling  layoffs 
_•    •  •  workers.   Instead.  Den 
.•rati:  le-aiers  want       -  t<: 
an  increase  in  state  income  tax 
something  the  governor  says  he 

-    But  :  -  . .  :  •  •-.  :f  V.'il 

Brown  for  his  plan  to  rescind  Propo 

  tion  98.  Wilson  may  have 

accept  Brown's  proposed  fj 
:n  lawyers  an::  accountants 
Even  if  Wilson  manages 
•  .  t  at-  ms  thrtngh' 
budget,  more  worries  ai 
By  year's  end.  Wilson 
Brown  will  no  doubt  1 
horns  over  redrawing 
-tat.-  -  .  .  hstrict 

And  the  water  shortage  r 
mains.  By  yearend.  it  1 
force  Wilson  to  stop  1 
state's  remaining  water  sale 

Can  Wilson  handle  all 
as  neatly  as  his  inaugu 
V  .  mg  that  affair  inside 
one  thing.  Moving  the  b 
strong  legislature  will  t 
something  else  again. 
i  :-- 
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The  merger  of  GTE  and  Contel  is 
based  on  the  same  principle. 


Two  companies  naturally  fitting  together.  Each  a  leader  in  the  telecommunications  field, 
sharing  similar  goals  and  philosophies.  Together  we'll  build  a  more  competitive  company, 
and  provide  our  customers  with  a  greater  variety  of  services  at  the  most  economic  prices. 
GTE  and  Contel.  Proving  mergers  don't  have  to  be  complicated  to  work. 
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ENTERTAINMENT  I 


CORMAN:  "I  WAS  GETTING  PAID  JUST  FINE  UNTIL  MR.  PARRETTI  ARRIVED.  THEN,  NOTHING' 


MGM  IS  BECOMING  A  LITTLE  SHOP 
OF  FINANCIAL  HORRORS 


Debt,  money-losing  pictures  . . .  and  now  the  wrath  of  Roger  Corman 


y  the  early  1960s,  Roger  Corman 
was  entrenched  as  Hollywood's 
king  of  "B"  movies.  A  young 
Jack  Nicholson  debuted  in  Gorman's 
1958  cheapie  Cry  Baby  Killer  and  went 
on  to  star  in  seven  more  Corman  flicks. 
Martin  Scorsese  worked  for  Corman,  as 
did  Francis  Ford  Coppola  and  Peter  Bog- 
danovich.  Of  Gorman's  300-odd  horror 
and  sci-fi  films,  the  ending  he  says  he 
likes  best  came  in  his  1961  work  Crea- 
ture from  the  Haunted  Sea.  An  under- 
sea monster  devours  a  mobster,  then 
takes  his  chest  of  gold  to  the  bottom  of 
the  sea.  "That's  it,"  he  writes  in  his 
autobiography,  How  I  Made  a  Hundred 
Movies  in  Hollywood  and  Never  Lost  a 
Dime.  "The  monster  wins." 

Winning  for  the  65- 
year-old  Corman  these 
days  has  become  distinct- 
ly more  personal.  Along 
with  five  smaller  credi- 
tors, Corman's  tiny  Con- 
corde-New Horizons  Pic- 
tures Corp.  on  Mar.  29 
filed  a  petition  in  Los  An- 
geles federal  bankruptcy 
court  seeking  to  throw 
MGM-Pathe  Communica- 
tions Co.  into  involuntary 
bankruptcy. 

The  bankruptcy  peti- 
tion is  the  latest  threat  to 
the  once-mighty  MGM. 
And  it  once  more  casts 
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doubt  on  the  financial  viability  of  Gian- 
carlo  Parretti,  the  mysterious  Italian  fi- 
nancier who  bought  the  studio  for  $1.3 
billion  last  November  (table).  Parretti  de- 
clined to  comment. 

MGM-Pathe  has  been  dogged  for 
months  by  rumors  that  it  was  in  a  cash 
bind,  crushed  under  $730  million  in  debt 
and  reeling  from  box-office  bombs  such 
as  Quigley  Down  Under  and  Not  With- 
out My  Daughter.  Lately,  Hollywood 
has  been  abuzz  that  MGM  postponed  re- 
lease of  the  John  Candy  film  Delirious 
because  it  lacked  the  scratch  for  TV  ads. 

Left  with  nearly  $50  million  in  unpaid 
bills  from  Kirk  Kerkorian,  MGM/UA's 
previous  controlling  shareholder,  MGM- 
Pathe  fell  behind  in  payments  to  its  ven- 


PATHE  AND  MGM:  A  TORTURED  DANCE 


MARCH,  1990 


APRIL,  1990 


JUNE,  1990 


NOVEMBER,  1990 


FEBRUARY,  1991 


MAR.  29,  1991 


Parretti's  Pathe  Communications  agrees  to  buy 
MGM/UA  Communications  for  $1.27  billion 

Time  Warner  agrees  to  help  Pathe  by  providing  financing 
for  a  portion  of  the  deal 

\s  deal  totters,  MGM  extends  closing,  and  Pathe  lifts  bid 
.o  $1.31  billion.  Time  Warner  pulls  out,  sues  Pathe 

Backed  primarily  by  financing  from  Cre'dit  Lyonnais, 
Pathe  manages  to  complete  deal 

I  With  cash  dwindling,  MGM-Pathe  postpones  release 
I  of  two  films,  delays  production  of  others 

Six  creditors  file  involuntary-bankruptcy  petition 
against  MGM-Pathe  in  Los  Angeles 


dors.  "They  were  always  saying,  'lU 
check  is  in  the  mail,'  "  complains  Rob<t 
Gouldstone,  the  owner  of  Hauppaufe 
Video  Manufacturing,  a  Hauppauij  1 
(N.  Y.)  video  duplicator  that  MGM  owl 
$2  million.  Gouldstone  says  he  start! 
getting  small  monthly  payments  only  1$ 
ter  going  public  with  his  story  in  Fall 
ety  and  hiring  a  lawyer  to  pressure  MG§t| 
The  studio  says  it  is  rapidly  paying  pj 
vendors. 

Corman,   it  turned  out,  wasn't  Bl 
lucky.  Claiming  that  he  is  owed  $6.1  nfel 
lion  under  a  1985  agreement  wiBl 
mgm/ua  to  distribute  his  films  on  vid« 
Corman  tried  unsuccessfully  to  get  ml 
bills  paid.  "I  was  getting  paid  just  fi^.i 
until  Mr.  Parretti  arrived,"  says  Cm 
man.  "Then,  nothing." 
coming  attractions.  The  Corman-M(B 
story  took  a  curious  twist  on  Mar.  % 
when  a  state  judge  ordered  MGM-PatB 
to  set  aside  assets  to  cover  the  $6.1  mil 
lion.  Those  assets  were  to  be  a  Londd 
based  chain  of  theaters  that  Parred 
controls.  The  only  problem,  claims  Cc 
corde  lawyer  Edward  G.  Reilly,  is  th 
MGM  wouldn't  produce  documents  va« 
dating  the  chain's  value.  MGM  disputj  | 
the  charges,  saying  that  it  didn't  provijB 
the  data  because  Concorde  didn't  file M 
$2  million  bond  it  says  the  court  ordeq 
Corman  to  secure.  Moreover,  the  studl 
says,  it  disputes  the  $6.1  million  bill. 

MGM  is  resisting  the  bankruptcy  pel 
tion  and  says  it  has  the  money  to  pay  i 
creditors.  But  Parretti  since  early  Febr 
ary  has  been  talking  with  Credit  Lyo 
nais  about  an  extension  on  a  $250  millk  j 
loan.  In  addition,  MGM  says  it  has  be> 
told  by  Credit  Lyonnais  that  it  "has  ti 
full  support  of  the  bank  to  fund  MG: 
Pathe's  existing  payables  and  to  provk 
support  for  its  ongoing  operations." 

Inside  the  studio's  Beverly  Hills 
fices,  executives  are  working  to  keep  tl 
cameras  rolling.  The  company  stressi 
that  more  than  a  dozen  films  are  in  pr 
duction,  as  are  several  TV  shows.  D 
layed  for  two  months,  both  Delirioi 
and  Thelma  and  Louis 
starring  Geena  Davis  ar 
Susan  Sarandon,  now  ai 
scheduled  to  be  releas* 
in  May.  But  Corman 
bankruptcy  lawyers,  wfr 
say  they're  worried  th; 
the  company's  assets  w: 
be  eroded,  may  yet  adj 
the  court  to  place  the  stf 
dio  in  the  hands  of 
trustee.  Oh  boy!  Th 
Hollywood  fight  could  o, 
fer  as  many  thrills  as  or 
of  Corman's  best  horn! 
flicks. 

By  Ronald  Grover  tl 
Lt  >s  A  ngeles 
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I  HAS  A  HOME 
N  ITS  RIVAL'S  LAIR 


BC  finally  won  the  right 
uy  its  prime  competitor, 
,ncial  News  Network. 
;ral  Bankruptcy  Judge 
cis  Conrad  ruled  on  Apr. 
lat  NBC's  24-hour  cable 
less-news  network  could 
ire  FNN  for  $115  million, 
the  deal  is  only  final  if 
Federal  Trade  Commis- 
determines  that  the  pur- 
9  doesn't  violate  antitrust 
isions.  CNBC  says  it  plans 
erge  with  FNN. 
e  judge  rejected  a  $115 
)n  offer  from  Dow  Jones 
Westinghouse  Broadcast- 
because  he  said  he 
In't  accept  their  terms, 
ruling  is  a  victory  for 
a  unit  of  General  Elec- 
which  had  been  engaged 
lengthy  bidding  war  for 
roubled  network. 


FDA  MAY  BE 
IOT  WATER  AGAIN 


it  as  the  Food  &  Drug 
inistration  is  beginning 
scover  from  the  generic- 
scandals  of  1988,  the 
cy  may  be  heading  for 
ler  disgrace.  A  federal 
d  jury  in  Baltimore  is  in- 
gating  charges  that  FDA 
ials  passed  confidential 
•mation  about  coming 
approvals  to  brokerage 
i  in  return  for  cash.  Ap- 
il  for  a  major  drug  often 
5  the  stock  of  its  maker 
ng.  An  FDA  spokesman 
ts  that  several  employees 
been  subpoenaed  but 
that  the  agency  has  no 
:nce  of  wrongdoing. 


IDENTIAL  OFFERS 
t  INVESTORS  A  DEAL 


rt  of  the  morass  of  inves- 
iwsuits  against  VMS  Real- 
artners  is  nearing  settle- 

but  investors  shouldn't 
:t  to  see  much  of  their 
iy  back.  Prudential  Secu- 

which  sold  $560  million 
ilS  partnerships,  has  ten- 


tatively agreed  to  a  settle- 
ment pool  of  $20  million,  plus 
a  cut  of  any  asset  sales  or 
refinancing  of  VMS  properties. 
VMS  has  agreed  to  pour  $3.5 
million  into  the  pool. 

Herbert  Beigel,  a  lawyer 
representing  some  VMS  inves- 
tors, claims  the  settlement 
represents  nearly  80%  of 
Pru's  $25  million  gain  from 
selling  the  partnerships.  But 
the  former  VMS  investors,  who 
at  one  point  claimed  they  had 
lost  $2  billion,  still  must  de- 
cide whether  to  accept  the 
proposed  deal. 


IS  FIRST  EXEC 
ON  ITS  LAST  LEGS? 


►  Things  have  never  looked 
darker  for  First  Executive, 
the  Los  Angeles-based  insurer 
built  on  junk  bonds.  The  com- 
pany, which  has  just  over  $49 
billion  of  life  insurance  in 
force,  reported  on  Apr.  1  that 
it  lost  $466  million  in  the 
fourth  quarter  of  1990  as  its 
junk  portfolio  crumbled  and 
defaults  mounted.  And  First 
Exec's  auditors,  Price  Water- 
house,  refused  to  express  an 
opinion  on  the  company's  fi- 
nancial statements  because, 
the  insurer  disclosed,  "they 
believe  there  is  substantial 
doubt  about  the  company's 
ability  to  continue  as  a  going 
concern." 

Chairman  Fred  Carr  insists 
the  junk  market  is  improving 
and  says  the  company  is  dis- 
cussing a  restructuring  with 


GE-E-TCHA  RED  HOT  PUCCINI  HE-AH! 


Opera  may  be  highbrow,  but  it 
doesn't  have  to  take  itself  too 
seriously.  The  Connecticut  Op- 
era is  promoting  its  production 
of  Donizetti's  Don  Pasquale 
with  a  flier  that  resembles  a  su- 
permarket tabloid.  "The  'Don' 
Duped  in  Bogus  Wedding 
Scam,"  it  reads.  "  'She  Only 
Wanted  My  Money!'  Juicy  De- 
tails Inside." 

Popularizing  opera  might  of- 
fend diehards.  But  it  helps  fill  the  house  during  tough  times. 
The  Hartford-based  company  reports  that  tickets  for  Don  Pas- 
quale are  moving  briskly,  and  Connecticut  Governor  Lowell 
Weicker's  March  cameo  appearance  in  Madama  Butterfly 
meant  almost  $60,000  in  extra  business.  A  joint  promotion  with 
a  local  radio  station  to  hype  a  real  wedding  held  just  before  a 
performance  of  The  Marriage  of  Figaro  doubled  ticket  sales. 

By  the  way,  the  Weicker  walk-on  was  in  a  nonsinging  role. 
Some  things  even  the  Connecticut  Opera  won't  do. 


"a  major  European  financial 
institution."  But  the  insurer's 
problems  may  be  too  much 
for  any  potential  rescuer. 


NEW  DIMENSIONS 
FOR  SILICON  GRAPHICS 


►  For  years,  Silicon  Graphics 
has  quietly  labored  in  an  ob- 
scure corner  of  the  worksta- 
tion industry — computers  that 
allow  industrial  designers  and 
engineers  to  model  designs  in 
three  dimensions.  But  on  Apr. 
2  and  3,  the  company  an- 
nounced two  alliances  that 
may  vault  it  to  the  forefront 
of  the  computer  industry. 
For  one,  Microsoft  said  it 


will  make  SGl's  graphics  soft- 
ware part  of  its  operating  sys- 
tems, so  even  personal  com- 
puters will  be  able  to  do  3-D 
graphics.  And  Compaq  Com- 
puter will  buy  13%  of  the  com- 
pany for  $135  million  and  in- 
vest $50  million  more  to 
design  a  next-generation  hy- 
brid of  PC  and  workstation. 
One  risk  for  SGI:  By  licensing 
its  technology  more  widely,  it 
could  create  potent  competi- 
tors. Moreover,  it's  finally 
feeling  the  recession:  It  just 
announced  earnings  will  drop 
substantially  in  the  third 
quarter  ended  Mar.  31. 


'SAVE  THE  SALMON' 
SPAWNS  A  TEMPEST 


1 1 VE  FCVHP THE  ANSWS?  1i? <7K  RNANOAL  P/NCW,   I'fA  OIK  WXT&AGB, 

unuriES  anp  car  mmem  m&upser: " 


►  On  Apr.  2,  the  National  Ma- 
rine Fisheries  Service  recom- 
mended protected  status  for 
the  Snake  River  sockeye 
salmon,  setting  off  an  eco- 
nomic furor  in  the  Northwest. 
Salmon-protection  measures 
could  curtail  the  operation  of 
hydroelectric  plants,  raising 
the  cost  of  electricity  and  af- 
fecting everyone  from  alumi- 
num makers  to  farmers.  By 
June  7,  the  fisheries  service 
must  decide  whether  to  pro- 
tect four  other  salmon  strains 
that  spawn  in  the  Columbia- 
Snake  River  system,  which 
flows  through  four  states,  a 
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THE  BEST 
DEAL  YOU'LL 
FIND  IN  ASIA 
MIGHT  BE  RIGHT 
HERE  AT  HOME. 


FREE  DOMESTIC  TICKET 
WITH  EVERY  ROUNDTRIPTO  ASIA. 


In  Hong  Kong,  you  can  still  cross  the  harbor 
for  under  a  dollar.  And  entertainment  comes 
with  the  price  of  dinner  at  a  traditional 
restaurant  in  Seoul. 

But  the  best  bargain  you'll  find  in  Asia  might 
be  right  here  at  home. 

That's  because  now  when  you  fly  Northwest 
roundtrip  to  any  of  the  dozen  business 
centers  we  serve  in  Asia,  you'll  get  a  free 
roundtrip  ticket— good  for  three  years— to  any 
city  we  serve  in  the  continental  U.S. 


IT'S  ALL  MADE  POSSIBLE  BY 
WORLDPERKS. 

To  qualify,  you'll  have  to  be  a  member  of  our 
WorldPerks  Frequent  Flyer  Program.  To  enroll, 
call  1-800-456-6067,  ext.  410.  And  you  have  to 
travel  to  Asia  between  April  1  and  June  15, 1991- 

So  fly  Northwest,  and  profit  from  the  knowledge 
that  comes  from  over  40  years  of  helping 
people  do  business  in  Asia.  For  reservations 
and  information  call  your  travel  agent  or 
Northwest  at  1-800-447-4747. 


TO  ENROLL  IN  WORLDPERKS  CALL  1-800-456-606?  EXT.  410. 


Restrictions:  You  can  earn  the  Transpacific  10,(100  Mile  Bonus  when  using  a  purchased  Northwest  fare  to  fly  Northwest  roundtrip  between 
select  destinations  in  Asia  and  the  48  contiguous  I'  S  and  Canada  from  4/1/91  to  6/1V91  One-way  Transpacific  flights  earn  a  S.000  Mile 
Bonus  The  Transpacific  10,000  Mile  Bonus  is  not  valid  for  flights  to  or  from  Hawaii  (including  stopovers)  The  Transpacific  10.000  Mile 
Bonus  will  automatically  appear  on  a  future  mileage  summarv  Please  consult  vour  WorldPerks  Membership  Guide  for  complete  mileage 
accumulation  terms  and  conditions  <t» 1991  Northwest  Airlines,  Inc. 

TOKYO      SEOUL      HONGKONG      SINGAPORE      TAIPEI      OSAKA      BANGKOK      MANILA      SHANGHAI  OKINAWA 
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HJTH  AFRICA:  WHY  WASHINGTON 
BEING  SO  CAUTIOUS 


i  s  commander-in-chief  of  Operation  Desert  Storm, 
k  George  Bush  played  the  swashbuckling  role  of  the 
m  decisive  world  leader  with  panache.  But  now  that  his 
tion  is  turning  to  other  world  issues,  a  more  familiar 
persona  is  emerging — that  of  a  cautious  leader  who 
irs  to  tread  carefully  through  foreign-policy  minefields, 
nsider  his  "softly,  softly"  approach  to  South  Africa.  The 
dent  viscerally  opposes  the  economic  sanctions  on  Pre- 
that  Congress  forced  upon  President  Reagan  in  1986.  But 
as  acquiesced  because  he  has  lacked  the  clout  to  make 
ress  ease  up.  The  combination  of  his  popularity  surge  and 
crumbling  of  apartheid  give 
a  chance  to  force  an  end  to 
tions.  Instead,  he's  playing 
fe. 

e  1986  law  says  sanctions 
Id  remain  in  place  until  Pre- 

takes  five  specific  steps  to 
apartheid.  The  Administration 
es  that  actions  so  far,  includ- 
he  release  of  African  National 
ress  leader  Nelson  Mandela, 

three  of  the  conditions.  South 
an  President  F.  W.  de  Klerk 
1  meet  a  fourth  on  Apr.  30, 
i  he  is  expected  to  announce 
elease  of  all  political  prisoners 


MANDELA:  AT  ODDS  WITH  PRETORIA  OVER  PRISONERS 


remaining  obstacle,  the  scrapping  of  all  racial  restrictions 
,nd  ownership  and  residency,  may  be  tackled  by  July, 
i-up.  State  Dept.  officials  will  soon  sound  out  key  mem- 
of  Congress  on  the  notion  that  four  out  of  five  is  good 
gh  to  lift  some  sanctions.  But  there's  a  hang-up.  Pretoria 
it  holds  just  600  political  prisoners,  while  black  leaders 
;here  are  more  like  3,000  behind  bars.  And  antiapartheid 
ps  dispute  the  claim  that  other  conditions  have  been  met 
.  "When  it  comes  to  political  prisoners,  things  will  get 
,"  admits  one  senior  Administration  official.  "The  Presi- 
does  not  want  to  push  anything  prematurely." 


The  Administration  has  some  domestic  reasons  to  move 
carefully.  Bush's  1990  veto  of  a  civil  rights  bill  brought  two 
years  of  improving  relations  with  black  leaders  to  an  abrupt 
end.  Moreover,  Bush  does  not  want  to  tempt  a  firestorm  over 
South  Africa  just  as  the  Administration  is  gearing  up  for  what 
promises  to  be  a  bruising  battle  with  Congress  over  authority 
to  negotiate  crucial  trade  agreements  (page  33). 

Bush's  go-slow  approach  to  lifting  sanctions  is  sure  to  disap- 
point both  South  Africa's  friends  and  foes  on  Capitol  Hill. 
Conservatives  want  trade  restrictions  ended  now.  "It  is  time  to 
reward  the  South  African  government  for  its  reforms,"  says 
Representative  William  L.  Dickin- 
son (R-Ala.). 

■positive.*  But  many  House  Demo- 
crats think  the  time  has  not  yet 
come  for  a  rollback.  "There  has 
been  some  progress,  but  neither 
the  letter  nor  the  spirit  of  the  re- 
I  quirements  has  been  met,"  says 
fg/S^J-  House  Majority  Whip  William  H. 

Gray  III  (D-Pa.). 

Congressional  moderates,  and 
even  many  liberals,  are  impressed 
with  the  steps  de  Klerk  has  taken 
to  dismantle  the  42-year-old  apart- 
heid system,  and  they  would  like  a 
compromise.  "What  is  taking  place 
in  South  Africa  is  very  positive,"  says  Senator  Paul  Simon  (D- 
111.),  chairman  of  the  African  affairs  subcommittee,  who  hopes 
that  de  Klerk  will  soon  move  far  enough  to  justify  ending  all 
sanctions. 

Bush's  finger-to-the-wind  approach,  however,  comes  as  a 
bitter  blow  to  the  GOP  right,  which  has  just  begun  to  snuggle 
up  to  the  President  after  his  battlefield  bravado.  But  as  he  has 
shown  many  times,  George  Bush  understands  the  virtues  of 
realpolitik  and  believes  that  he  can  get  the  best  results  by 
following  his  own  foreign-policy  compass. 

By  Amy  Borrus 


TAL  WRAPUPI 


ILTH  CARE 


business  and  congressional  liberals 
^are  gearing  up  for  a  major  battle 
r  health  insurance  for  former  em- 
fees.  Under  a  law  known  by  its  ac- 
ym,  COBRA— taken  from  an  other- 
e  obscure  budget  bill — companies 
st  allow  departing  workers  to  buy 
efits  at  group  rates  for  18  months, 
ployers  say  that  because  the  for- 
•  workers  who  take  the  coverage 

often  older  or  sicker  than  average, 
:RA  drives  up  premium  costs.  That's 
f  they're  worried  about  efforts  to 
and  the  law.  Representatives  Nan- 
Pelosi  (D-Calif.)  and  Patricia  Schroe- 

(D-Colo.)  are  pushing  for  changes 


that  would  allow  spouses  over  age  50 
.who  lose  benefits  because  of  death  or 
separation  to  maintain  their  insurance 
coverage  indefinitely. 

CIVIL  RIGHTS  

Preelection  jitters  are  stalling  Sen- 
ate consideration  of  civil  rights 
legislation.  Southern  Democrats  who 
must  delicately  balance  their  black  and 
white  constituencies  desperately  want 
to  minimize  controversy  this  year.  A 
group  of  12,  led  by  Louisiana's  John  B. 
Breaux,  is  urging  chief  civil  rights 
sponsor  Edward  M.  Kennedy  (D-Mass.) 
to  seek  a  compromise  with  the  White 
House  that  would  avert  an  ugly  veto 
battle. 


DEFENSE 


beleaguered  Grumman  Corp.  can 
look  for  continued  bad  news  from 
Washington.  Despite  strong  pressure 
from  the  New  York  congressional  dele- 
gation, Defense  Secretary  Richard  B. 
Cheney  is  standing  firm  in  his  plan  to 
end  production  of  Grumman's  F-14 
fighter.  Instead,  the  Pentagon  wants 
the  Navy  to  buy  a  new  version  of  Mc- 
Donnell Douglas  Corp.'s  F/A-18.  Long 
Island-based  Grumman  has  already  an- 
nounced plans  to  trim  its  work  force  by 
7%  this  year.  Although  New  York 
members  have  won  support  for  a  plan 
to  order  the  Navy  to  buy  12  new  F-14s, 
Cheney  has  the  clout  to  stop  the  move. 


IGTON  OUTLOOK 
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The  486  Business  Workstation:  reJK&Sd 


In  business,  power  and  flexibility  are  of 
the  essence.  And  only  an  Intel  486  "micropro- 
cessor lets  you  plug  into  the  greatest  of  both 
in  a  new  superclass  of  desktop  computers: 
The  +86  Business  Workstation. 


engineering  workstations, 
allows  you  to  run  today's  most  advanced 
applications  simultaneously.  For  instance,  you 
can  have  a  spreadsheet,  a  statistical  analysis 
program  and  a  desktop  publisher  interacting  at 
once,  at  the  same  time  pulling  data  from  your 


Intel  -iKO  and  -t«b  Business  Workstation  are  trademarks  of  the  Intel  corporation.  ©1991  Intel  coporation.  All  rights  reserved. 


mainframe  in  real  time.  All  together  at  blink- 
of-the-eye  speed. 

Plus,  because  it  has  Intel  inside,  you 
won't  sacrifice  compatibility  with  your  current 
Intel-based  hardware  and  over  35,000  busi- 
ness applications.  Which,  of  course,  saves  you 
the  added  expense  and  time  of  retraining. 

To  get  the  complete  picture,  call  Intel  at 


1-800-548-4725  and  ask  for  the  486  Business 
Workstation  video.  Then  get  ready  to  rise  to  a 
new  level  of  power  in  the  corporate  world. 

The  Computer  Inside: 


i 


A  MARKET  ECONOMY  TAKES  ROOT  IN  EASTERN  EUROPI 

Andrzej  Kita  used  to  fear  success  as  much  as  failurli 
As  the  owner  of  one  of  Poland's  few  private  companies 
under  the  Communists,  he 
lived  in  the  shadows,  trying 
to  conceal  his  company's 
growth  and  bribing  authorities  to  let 
him  stay  open.  Although  the  regime  tol- 
erated some  private  enterprise,  the  se- 
cret   police    hounded    owners,    hauling  ANDRZEJ  KITA:  "EVERYTHING  WILL  SELL  HERE 
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SPECIAL  RER? 


ILD  ZARASKA'S  SIMPLE  CREDO:  MAKE  MONEY 


them  off  to  jail  for  months.  'They 
would  burst  in  and  scream  'nobody 
move/  "  says  Kita.  "They  would  have 
destroyed  me." 

But  last  year,  as  Poles  lunged  toward 
a  market  economy,  Kita  jumped  out  of 
the  shadows.  His  Akita  Electronics,  a 
printed-cir- 
cuit-board 


iker  with  $1  million  in  sales,  is  now 
e  of  Poland's  hottest  new-era  compa- 
js.  Despite  the  country's  economic  no- 
iive,  Kita  is  planning  to  plow  $400,000 


;o  a  new  factory  to  double  his  work  KOTAS 


AND  FELLOW  BANKERS:  POOLING  SMARTS 


k  REPORT 
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force  and  output.  Today,  on  the  front  of  a 
white  stucco  building  in  Cracow,  the  name 
Akita  Electronics  leaps  out  in  two-foot  let- 
ters, just  above  the  boss's  ice-blue  Porsche. 
"Everything  will  sell  here,"  says  Kita.  "Ev- 
erything is  in  demand." 

A  corps  of  energetic  entrepreneurs  is 
working  feverishly  to  rebuild  amid  the  ru- 
ins of  the  former  East  bloc's  command 
economies.  Thousands  of  new  shopfronts 
and  plants  dot  the  landscape.  While  news 
reports  focused  on  obsolete  industries  and 
filthy  air,  Hungarians,  Czechs,  and  Poles 
were  already  barging  ahead.  In  the  first  15 
months  since  the  Communists  lost  power, 
Eastern  Europe  has  seen  the  rise  of  1  mil- 
lion new  owners.  Astonishingly,  private- 
sector  activity  accounts  for  as  much  as  35$ 
of  gross  national  product  in  Hungary  and 
Poland  (charts). 

While  the  former  East  bloc  is  percolating 


off  last  year  were  hired  by  private  compa- 
nies. "It  explains  why  people  haven't  rioted 
in  the  streets,"  says  German  economist 
Horst  Brezinski.  Despite  the  gloom,  East 
Europeans  can  today  buy  everything  from 
mangoes  to  Apple  computers,  albeit  at 
Western  prices.  Restaurants  and  copy 
shops  along  Erzsabet  Koriit  Street  in  Bu- 
dapest bustle  with  activity  late  into  the 
evening,  while  across  town,  dispirited  man- 
agers at  the  state  phone  company  punch 
out  at  3  p.m. 

recurring  nightmare.  Budapest, 
Prague,  and  Warsaw  were  hubs  of  Europe- 
an culture  and  business  for  much  longer 
than  they  were  outposts  of  communism. 
Xow,  they  have  reactivated  their  strong 
ties  to  the  West,  pushing  the  idea  of  a  Cen- 
tral European  renaissance  and  rebuilding 
bridges  to  West  European  intellectual,  sci- 
entific, and  cultural  life.  Thev  are  also  ur- 


market  economy.  At  the  most  primitive  lc- 
el,  former  black-market  traders,  ambitio; 
teenagers,  and  laid-off  factory  workers  z\ 
amassing  huge  cash  hoards  by  dodgp 
customs  duties  and  selling  coveted  impci 
goods  on  open  markets.  These  traders  a|t 
poised  to  become  hubs  for  distribution  i 
flows  of  imports  and  exports  grow. 

At  another  level,  university  professo?. 
engineers,  and  former  party  officials  ak 
raking  together  cash  for  startups.  fillifc 
niches  with  Western-style  service  and  mat 
ufacturing  operations.  Services  of  » 
stripes,  from  restaurants  to  softwal 
houses  to  picture  framers.  are  popping  J 
And  now,  satellite  dishes,  auto  parts,  ai 
construction  machinery  are  made  in  gii 
rages  and  makeshift  factories  across  tfc 
region.  "They  will  be  the  engine,"  sal' 
Holger  Schmieding.  an  East  Europe  expejif; 
at  the  Kiel  Institute  for  World  Economic 


EASTERN  EUROPE'S 
ECONOMIES  ARE  SHRINKING. 

INDUSTRIAL  PRODUCTION  (1989=100) 


POLAND 


..BUT  THE  PRIVATE  SECTOR  IS 
SURPRISINGLY  STRONG... 

PRIVATE  ECONOMY  AS  PERCENT  OF  TOTAL  GNP 


...AS  NEW  COMPANIES 
SPRING  UP 

NEW  PRIVATE  BUSINESS,  1990-1 991 
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at  the  grass  roots,  the  region's  fragile  new 
governments  face  staggering  challenges. 
Unwinding  the  command  economies  with- 
out heaping  too  much  pain  on  the  populace 
is  a  Herculean  job.  Privatizing  industrial  di- 
nosaurs, snuffing  out  inflation,  coping  with 
massive  layoffs,  all  these  tasks  lay  ahead 
(page  54).  The  biggest  economies — Czecho- 
slovakia, Hungary,  and  Poland — are  mak- 
ing the  most  progress.  Yugoslavia, 
wracked  by  ethnic  conflict,  is  on  the  brink 
of  breakup,  while  less  developed  Romania 
and  Bulgaria  are  barely  out  from  under 
their  former  rulers. 

Where  the  private  sector  has  taken  root, 
it  is  becoming  an  unofficial  safety  net  for 
thousands  of  workers  fleeing  bankrupt 
state  companies.  Industrial  production  is 
collapsing,  and  trade  with  the  once-all-im- 
portant Soviet  market  has  plummeted. 
Fullv  one-third  of  the  1.2  million  Poles  laid 


gently  knocking  on  NATO's  door  and  press- 
ing for  membership  in  the  European 
Community  by  the  end  of  the  decade. 

Almost  overnight,  the  "three  hopefuls" 
have  turned  their  backs  on  Moscow.  The 
implosion  of  the  Soviet  market  and  the  end 
of  cheap  Soviet  oil  and  gas  imports  have 
made  all  Eastern  Europeans  wary  of  their 
neighbor.  Some  fear  the  turmoil  in  the  So- 
viet Union  could  careen  their  way.  The 
nightmare  is  thousands  of  refugees  pour- 
ing across  the  borders  if  the  Soviets  pass  a 
liberal  emigration  law  anytime  soon.  "East 
Europe  is  the  first  line,"  says  George 
Schopflin.  an  expert  on  the  East  at  the 
London  School  of  Economics. 

Life  would  be  a  lot  simpler  if  someone 
had  charted  the  course  from  communism 
to  capitalism.  Instead,  resurgent  entrepre- 
neurs from  Gdansk  to  Szeged  are  mapping 
the  critical  first  steps  on  the  road  back  to  a 


Mostly,  the  ventures  are  financed  by  sma] 
caches  of  capital  from  family  and  friends.! 

The  newly  minted  governments  of  Eas 
ern  Europe  are  crucial  partners  of  the  ei 
trepreneurs.  The  drama  of  democracy  ui 
folds  day  by  day  in  the  three  capital; 
Earnest  officials  are  piecing  capitalist  inst! 
tutions  back  together.  By  the  end  of  199! 
many  of  the  hundreds  of  laws  necessar' 
for  market  economies  will  be  in  place. 

Privatization  of  the  state's  gasping  g 
ants  will  be  key.  The  immediate  task  is  U  | 
bust  up  the  East's  command  structure  i; 
which  sprawling  factories  vertically  pre 
duced  all  they  needed:  Czech  engineerin; 
company  Skoda,  for  example,  made  its  ow 
steel,  machine  tools,  and  nuclear  reacto? 
cores.  Now,  the  new  technocrats  want  t 
break  off  bits  and  pieces  of  industry  int 
hundreds  of  small,  efficient  companies  tha 
will  either  attract  entrepreneurs  and  West 
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joint-venture  partners 
they  vow,  get  shut 
1. 

governments  can  keep 

reforms  on  track,  a 

type  of  player,  the 
;lomerateur,  could 
•ge  to  power  the  econo- 
nto  the  next  phase.  A 
ful  of  nimble  entrepre- 
s  have  made  enough 
?y  to  build  up  small 
ires,  in  some  cases 

scratch.  Gabor  Renyi, 

of  Hungary's  Novo- 
for  example,  is  a  for- 
Party  member  who  has 
iyed  cash  from  his  $61 
on  computer  trading 
>any  into  68  startups, 

fast  food  to  film  pro- 
on.  Pioneers  like  Renyi 
well-connected  to  the 
;  and  could  be  impor- 

links  for  foreign  in- 
nent. 

,st  year,  the  much- 
d-for  infusion  of  capi- 
rom  the  West  turned 
to  be  a  trickle  instead  of  a  flood, 
initial  enthusiasm  of  Western  execu- 

turned  to  dismay  when  they  saw  the 
ibling  infrastructure  and  met  disheart- 

former  communist  managers  who 
't  a  clue  about  Western  markets, 
it  investors  with  iron  stomachs  and 

horizons  are  beginning  to  move  in. 
ral  $100  million-plus  deals  were  signed 
I  past  three  months  as  Western  corpo- 
ns  took  a  second  look  (page  51).  Just 
nportant,  a  steady  stream  of  small 
>  is  flowing  into  Eastern  Europe.  Suc- 
'ul  emigrants,  investment  funds,  and 
irnment-sponsored  projects  are  all 
sing  in  money  for  startups,  modest 
;,  and  small  state  buyouts.  Hungarian 
re  Peter  Rona  heads  an  $80  million 

that's  launching  a  Budapest  record 
>any,  among  other  ventures.  Poles  in 
igo  have  sent  millions  to  relatives  and 
entire  container-loads  of  PCs  and  copi- 

0  startups. 

emian  banker.  The  entrepreneurial 
started  in  Poland  and  Hungary, 

■e  limited  private  ownership  was  toler- 
under  Communist  regimes.  But 

hoslovakia,  once  one  of  the  most  insu- 
of  East  bloc  countries,  is  also  awak- 

1  from  a  deep  sleep.  Private  owners  al- 
y  number  300,000,  from  zero  a  year 

Emigrant  Jiri  V.  Kotas,  returning 
i  from  Canada,  launched  the  country's 

private  bank.  Bank  of  Bohemia 
ed  on  Apr.  1  with  10  branches  aimed  at 
icing  small  service  and  retail  business- 
Small  business  is  the  backbone  of  all 
tern  economies,"  says  Kotas,  a  38- 
-old  historian  who  did  a  three-year 
at  the  free-market  Heritage  Founda- 
in  Washington. 


WHY  CLOSE?  Miroslav  Svarc  opened  Prague's  first  24-hour  mart  and  may  start  a  chain 


Kotas  is  starting  out  with  $10  million  he 
obtained  from  Czech  trade  unions  and  oth- 
er sources.  The  plan  is  to  start  lending 
small  sums  for  everything  from  shoe-re- 
pair shops  to  toilet-and-sink  manufactur- 
ers. Credit  decisions  will  be  a  group  en- 
deavor to  teach  banking  skills  to  the  staff 
of  35,  many  of  whom  are  graduates  of  the 
Prague  School  of  Economics.  Even  before 
the  doors  opened,  the  bank  had  commit- 
ments for  $71  million  in  deposits. 

So  far,  however,  demand  for  capital  far 
outstrips  supply.  Most  entrepreneurs  fi- 
nance startups  with  cash 
hidden  under  mattresses, 
some  $25  billion  or  so  accu- 
mulated over  decades  of 
communist  rule.  Budapest 
entrepreneur  Andrea  Gal- 
lai  poured  $80,000  of  pri- 
vate savings  into  her  first 
venture,  a  picture-framing 
business.  "Everyone  has 
stashed  away  some 
wealth,"  says  Gallai.  Tap- 
ping a  new  government 
fund  for  entrepreneurs, 
Gallai,  34,  now  plans  to 


w 


ITH  OLD  LAWS 
NOT  BEING 
ENFORCED  AND 
NEW  ONES  YET  TO 

BE  WRITTEN, 
STARTUPS  THRIVE 


open  19  franchises  of  her  RakpArt  Gallery 
by  yearend. 

Once  their  businesses  are  launched,  the 
East's  new  entrepreneurs  must  cope  with 
uncertain  supplies,  staggering  interest 
rates,  and  high  taxes.  But  the  trenches  are 
filled  with  individualists,  once  outcasts  in 
the  communist  system,  and  emigrants  who 
have  returned  to  rebuild  their  homelands — 
and  get  rich,  too. 

Hard-driving  Hungarians  Zoltan  Palmai 
Jr.  and  Sr.  are  all  of  the  above.  After  the 
state  forced  the  sale  of  large  hotels  in  1985, 


Palmai  Sr.  left  to  build  and  renovate  hotels 
for  Holiday  Inns  Inc.  in  the  U.  S.,  while 
Palmai  Jr.  learned  hotel  management  in 
Budapest  and  Miami.  Now,  they  are  back 
in  business  with  a  vengeance.  Last  year, 
they  reopened  their  Victoria  Hotel,  Hunga- 
ry's first  private  four-star  hotel  since  the 
1940s.  In  a  city  desperately  short  of  West- 
ern-style hotels,  the  Victoria's  32  rooms, 
complete  with  direct-dial  phones  and  satel- 
lite TV,  have  drawn  occupancy  rates  of  107' 
even  in  off-season.  At  $80  to  $120  a  night, 
they  cost  half  that  of  rivals.  The  new  own- 
ers expect  their  $1.7  mil- 
lion investment  to  turn  a 
profit  within  three  years. 

A  handful  of  entrepre- 
neurs with  major  re- 
sources are  already  begin- 
ning to  slug  it  out  in 
international  markets.  Po- 
land's Witold  Zaraska  is 
racing  to  build  a  14-story 
international  business  cen- 
ter in  Kielce,  110  miles 
south  of  Warsaw.  Last 
fall,  Zaraska  bought  a  ma- 
jor stake  in  Exbud,  a  prof- 


itable construction  and  trading  company  he 
used  to  manage  for  the  state.  Exbud  em- 
ploys 11,000  people,  80'a  of  whom  are 
working  on  construction  projects  abroad. 

Sitting  in  his  plush  penthouse  office 
suite,  Zaraska  surveys  a  430,000-square- 
foot  complex  that  will  include  conference 
halls,  leisure  and  sport  centers,  hotels,  and 
housing  units — all  with  state-of-the-art  sat- 
ellite, digital,  and  cellular  telecommunica- 
tions. Boasts  the  5-ft.-2-in.  Zaraska:  "In 
five  years,  we'll  be  one  of  the  largest  con- 
struction firms  in  the  world."  Motivating 
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Poles  is  no  problem,  says  Zaraska,  if  you 
pay  them  in  hard  currency.  He  now  plans 
to  capitalize  on  his  low  labor  costs  by  mak- 
ing bargain-basement  bids  on  construction 
projects  in  costly  eastern  Germany. 

Other  entrepreneurs  are  simply  taking 
advantage  of  Eastern  Europe's  hunger  for 
basic  consumer  goods.  A  few  get  rich  so 
quickly  that  they  snap  up  any  kind  of  busi- 
ness they  want.  Warsaw  residents  Halina 
and  Bogustaw  Tyzus,  once  blue-collar 
workers,  made  their  first  million  on  a  sim- 
ple scheme  to  print  and  sell  glossy  horse 
posters  and  calendars.  The  posters  were  an 
overnight  success  after  decades  of  govern- 
ment-issue calendars.  Today,  the  Tyzuses 
run  a  small  empire,  including  a  graphics 
shop,  a  riding-equipment  shop,  an  art  gal- 
lery, a  gourmet  grocery  store,  and  247 
acres  outside  Warsaw  where  stables  for  a 
future  horseback-riding  resort  are  under 
construction. 


ye,  a  derogatory  term  meaning  "barter 
man."  There,  they  snap  up  silk  ties,  toys, 
cosmetics,  and  electronic  goods  by  the 
thousands,  bringing  home  bulging  bags  of 
stock. 

One  shadow  marketeer  in  Warsaw,  who 
says  he  routinely  bribes  his  way  past  cus- 
toms officials,  made  a  quick  $1,400  last 
summer — half  a  year's  income — by  selling 
200  pairs  of  Taiwan-made  flip-up  sunglass- 
es to  fashionable  boutiques.  The  shop  own- 
ers made  out  well,  too.  They  bought  dozens 
but  filled  out  receipts  for  only  three  pairs 
each,  keeping  down  their  tax  bill. 

In  Czechoslovakia,  construction  tycoon 
Miroslav  Svarc  escapes  a  huge  tax  bite  for 
wages  and  benefits  working  through  a  con- 
venient loophole:  His  500  workers  declare 
themselves  self-employed.  As  a  result  of 
this  scheme,  he  can  pay  them  double  or  tri- 
ple the  average  wage.  "Before,  they  would 
do  nothing  all  day,"  declares  Svarc.  "Now, 


GREEN  DANUBE  The  Palmais,  Jr.  and  Sr.,  are  filling  up  their  new  Budapest  hotel 


No  doubt  many  startups  are  benefiting 
from  a  kind  of  Wild  West  climate  in  which 
old  laws  go  unenforced  and  new  ones  have 
yet  to  be  written.  In  Poland  and  Hungary, 
officials  openly  tolerate  thousands  of  un- 
registered vendors  who  have  set  up  bur- 
geoning markets  yet  pay  no  taxes.  Says 
Hungarian  Industry  Minister  Peter  Bod: 
"We  have  no  money  and  no  energy  to  go 
after  them.  We're  just  happy  they  exist." 
prince  of  shades.  As  a  result,  there's  a 
new  class  of  suitcase  importers.  They  ar- 
rive on  returning  flights  from  Seoul.  Tai- 
wan, and  Hong  Kong  with  trunks  full  of 
everything  from  Spandex  tights  to  VCRs, 
all  for  sale  in  the  big-city  open  markets. 
Aeroflot's  return  flights  from  South  Ko- 
rea's Kimpo  Airport  carry  Poles  who  ex- 
ceed baggage  limits  by  up  to  400%.  East 
Europe's  new  traders  can  be  seen  through- 
out Asia — in  Hong  Kong  they're  called  dao 


they  really  work  during  working  hours." 

A  former  carpenter  who  once  toiled  12 
hours  a  day  to  earn  $416  a  month,  Svarc, 
42,  now  runs  more  than  a  dozen  businesses 
with  sales  of  $!t  million.  He  is  eager  to  bid 
on  a  state-owned  department  store  in 
downtown  Prague.  Svarc  recently  opened 
the  country's  first  24-hour  food  market.  Al- 
ready grossing  nearly  $1  million,  it  could 
be  the  first  in  a  chain  he  hopes  to  launch. 

In  a  jammed  barracks  located  in  a  grim, 
working-class  district  of  Budapest,  Laszlo 
Kovacs  struggles  14  hours  a  day  to  keep 
his  new  telecom  company  afloat.  "You  just 
can't  make  enough  profit  to  cover  a  307'  in- 
terest rate,"  grumbles  Kovacs,  a  gruff 
chain-smoker,  one  of  six  owners  who 
bought  the  electronics-components  and  sat- 
ellite-dish business  from  their  former  em- 
ployer, an  agricultural  cooperative.  Duna- 
menti  Hiradastechnika  (that  is,  Along-the- 


in  19 


Danube  Telecommunications)  also  has  be 
slammed  by  the  mounting  lineup  of  com 
nies  unable  to  pay  their  bills  as  key  ci 
tomers  go  belly-up.  Taxes  take  a  4( 
chunk  out  of  earnings,  and  Kovacs  mi 
fork  over  437'  of  his  payroll  to  a  social 
curity  fund,  roughly  five  times  the  amou 
paid  by  state-owned  enterprises. 

Yet  because  of  new — if  still-tenuous 
ties  with  the  West,  Kovacs  expects  a  m< 
est  profit  for  1991.  His  company  earns  2. 
of  its  revenues  from  a  contract  to  supj 
components  to  Hungary's  famed  lightbi 
maker  Tungsram,  now  owned  by  Gene 
Electric  Co.  And  he's  putting  the  compa 
on  steadier  ground  through  a  joint  venti 
giving  German  electronics  concern  El 
troreith  a  477  stake.  The  Germans 
lower  their  costs  by  farming  out  prod 
tion  of  components  to  Hungary.  In  retu 
Dunamenti  gets  Electroreith's  technical 
pertise  and  help  training  his  workers. 
over  the  hump.  That's  the  kind  of  kn 
how  East  Europe  desperately  needs, 
question  is  how  to  get  them  over  the  m 
agement-expertise  hump,"  says  Jacek 
towski,  a  British  economist  advising 
saw.  A  few  lucky  entrepreneurs  h 
snared  Western  partners  and  receive  d 
management  tutorials.  But  most  startiB 
are  forced  to  patch  together  bits  and  piejl 
of  capitalist  skills  as  best  they  can. 
land's  Finance  Ministry  is  borrowing 
idea  of  a  "business  incubator"  in  Gdan 
modeled  on  technology  parks  in  the  W( 
And  now,  there's  a  U.  S.  business  schoo 
Prague  that  imports  experts  from  the  t 
versity  of  Chicago,  Carnegie  Mellon, 
elsewhere  in  the  U.  S.  By  the  end  of 
year,  70  mbas  are  expected  to  graduate 

Who  would  have  thought  there  was 
promise  in  the  polluted  lands  of  East  Swedes 
Europe?  And  who  would  have  believed  t  ling  \\ 
Czechoslovakia,  Hungary,  and  Poh 
could  look  better  than  East  Germany,  o 
the  jewel  of  the  Soviet  empire?  East 
Germany  has  lost  its  glitter.  The  gr 
scheme  for  currency  union  threw  one-tl 
of  the  work  force  onto  the  street,  and 
content  is  rising.  Then,  in  early  April, 
head  of  Germany's  privatization  age 
was  assassinated.  Suddenly,  Eastern 
rope,  where  costs  are  lower,  is  looking 
ter  and  better. 

For  Czechs,  Hungarians,  and  Poles, 
ing  the  poor  cousins  of  Europe  for  a  dec 
or  more  will  be  hard  to  swallow.  But  a 
litical  and  economic  standoff  like  the 
unfolding  in  the  Soviet  Union,  is  unth 
able.  Besides,  East  Europe's  masters  of 
provisation  are  already  sending  a  jolt  of 
ergy  through  exhausted  economies.  Sf 
Malgorzata  Zuch,  a  Polish  entreprer 
who  has  a  small  business  importing 
eign  newspapers:  "I  have  courage.  Ev! 
day  is  exciting."  With  that  kind  of  spj 
East  Europe  may  just  beat  all  the  odds 

By  Gail  E.  Schares  in  Prague,  with  fa< 
Olsen  in  Budapest,  Lynne  Reaves  in  \ 
son;  and  Elizabeth  Weiner  in  New  York 
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EASTWARD,  HO! 
THE  PIONEERS  PLUNGE  IN 

WESTERN  BUSINESSES  ARE  PUMPING  IN  CASH— AND  MORE  IS  ON  THE  WAY 


■ASTERN 


UROPE 


Don't  tell  Leif  Johans- 
son that  investing  in 
Eastern  Europe  can  try 
the  patience  of  a  saint. 
For  two  years,  Johans- 
son, the  major-appliance 
chief  for  Sweden's  Elec- 
trolux,  had  been  search- 
lg  without  success  for  the  right  buyout, 
'hen,  in  1990,  Hungary  put  its  state- 
wned  refrigerator  maker,  Lehel,  on  the 
lock.  But  by  that  time,  Electrolux  had 
inpany.  General  Electric,  Whirlpool, 
nd  Bosch-Siemens 


Iso  wanted  a  shot  at 
ie  Hungarian  prize. 
After  six  months  of 
ard  negotiations,  Jo- 
ansson  finally  pre- 
liled  in  March  with  a 
:structuring-and-ex- 
insion  plan  that  may 
i  )st  Electrolux  as 
iuch  as  $83  million, 
ut  in  the  end,  that 
mid  prove  cheap  if 
ie  Swedes  succeed  in 
etting  their  new 
•and  name  into  even 
fraction  of  Eastern 
urope's  100  million 
)useholds  that  are 
:arved  for  appli- 
lces.  Muses  Johans- 
B:  "Not  many  re- 
igerators,  bad 
oves,  few  washing 
achines,  no  dish- 
ashers:  We  see  a 
nsumer  market." 

BT-LADEN.  So  do  a 

t  of  others.  From  General  Motors 
)rp.  and  Volkswagen  to  individual  in- 
istors  backing  everything  from  posh 
staurants  to  commercial  radio  stations, 
esterners  are  pumping  increasing 
ims  into  Eastern  Europe's  emerging 
onomies  (table).  A  hefty  capital  inflow 
ill  be  key  to  modernizing  the  East, 
liich  still  is  crippled  by  $60  billion  in 
reign  debt  and  decades  of  Communist 
-srule.  Eastern  leaders  are  also  desper- 
e  for  Western  technology,  manage- 
|nt,  and  marketing  knowhow  to  pro- 
de  better  jobs  and  put  more  locally 


ny, 
Easte 


ais 


made  consumer  goods  in  the  shops.  But 
right  now,  cash  still  is  king.  "Come  and 
see  me,"  Polish  President  Lech  Walesa 
recently  pleaded  to  investors  in  Chicago. 
"I'll  show  you  where  the  business  is." 

Since  communism  crumbled  in  1989, 
investors  have  been  looking  hard  at  Po- 
land, Hungary,  and  Czechoslovakia.  By 
the  end  of  last  year,  9,700  foreign  joint 
ventures  had  been  established  in  the 
three  countries. 

Executives  make  no  bones  about  the 
difficulties  of  doing  business  in  the  de- 


THE  DEALS  ARE  FLOWING  IN  EASTERN  EUROPE 


Investor 

Acquisition  or  partner 

Industry      Amount  committed 

Millions 

VOLKSWAGEN  Germany 

Skoda,  BAZ  Czechoslovakia 

Autos 

$6,630 

CBC  France 

Tourinvest  Czechoslovakia 

Hotels 

175 

GE  U.S. 

Tungsram  Hungary 

Lighting 

150 

GM  U.S. 

Raba  Hungary 

Engines,  autos 

150 

PILKINGTON  Britain 

HSO  Sandomierz  Poland 

Glass 

140 

GUARDIAN  U.S. 

Hungarian  Glass  Hungary 

Glass 

120 

SUZUKI*  Japan 

Autokonzern  Hungary 

Autos 

1  10 

LINDE  Germany 

Technoplyn  Czechoslovakia 

Gases 

1 06 

ELECTROLUX  Sweden 

Lehel  Hungary 

Appliances 

83 

HAMBURGER  Austria 

Dunapack  Hungary 

Packaging 

82 

FORD  U.S. 

New  plant  Hungary 

Auto  components 

80 

SANOFI  France 

Chinoin  Hungary 

Pharmaceuticals 

80 

OBEROI  India 

Hungarhotels  Hungary 

Hotels 

80 

U.S.  WIST"  U.S. 

Government  Czechoslovakia 

Phones,  switches 

80 

SARA  LEE  U.S. 

Compack  Hungary 

Food  processing 

60 

ABB  Switzerland 

Zamech  Poland 

Turbines 

50 

^Partnership  with  C.  Itoh,  Internatonal  Finance  Corp. 

DATA  BW,  KPMG  PEAT  MARWICK 

'  '  Partnership  with  Bell  Atlantic 

crepit  East.  "Forty  percent  interest 
rates,  35%  inflation.  That's  a  hostile  en- 
vironment," says  Steven  Bina,  president 
of  the  American  Chamber  of  Commerce 
in  Budapest.  But  the  money  keeps  com- 
ing despite  such  hardships:  The  region 
has  already  attracted  $1.2  billion.  By 
1993,  estimates  PlanEcon  Inc.,  a  Wash- 
ington-based data  service,  the  three  lead- 
ing states  could  be  getting  $3.5  billion  a 
year  from  investors  abroad.  The  new 
European  Bank  for  Reconstruction  & 
Development,  with  $13  billion  in  capital, 
will  put  even  more  into  the  region. 


How  well  Walesa  and  other  Eastern 
leaders  attract  foreign  cash  may  seal 
their  political  fates.  Trying  to  make  their 
economies  as  hospitable  as  possible,  all 
three  countries  are  pushing  privatiza- 
tion, offering  tax  holidays,  and  guaran- 
teeing repatriation  of  profits  to  spur  in- 
vestment. They  also  have  launched  plans 
to  make  local  currencies  convertible  to 
dollars  or  German  marks. 
more  upheavals.  But  the  widespread 
factory  closures  and  unemployment  re- 
sulting from  free-market  moves  are  like- 
ly to  continue  until 
foreign  capital  starts 
to  give  the  economies 
a  lift.  Sooner  or  later, 
warns  John  P.  Birke- 
lund,  chairman  of  Dil- 
lon, Read  &  Co.  and 
head  of  the  $240  mil- 
lion Polish-American 
Enterprise  Fund,  "if 
standards  of  living 
don't  recover,  people 
will  begin  to  say  the 
old  system  wasn't  so 
bad  after  all." 

Birkelund's  fund  is 
one  of  three  the  Bush 
Administration  estab- 
lished in  Poland,  Hun- 
gary, and  Czechoslo- 
vakia to  provide  home 
mortgages  and  loans 
for  small  to  midsize 
businesses.  Such  mod- 
est ventures  may  be 
the  model  for  much  of 
the  East's  rebirth  as 
it  shakes  off  the  men- 
tality of  the  command  economy.  Lacking 
the  $75  billion  in  state  aid  that  Bonn  is 
pumping  into  eastern  Germany  this 
year,  the  rest  of  the  former  East  bloc  is 
being  forced  to  follow  a  far  more  mea- 
sured pace. 

Even  the  East's  biggest  corporate 
booster  by  far,  Germany's  Volkswagen, 
will  spread  its  $6.1  billion  plan  to  rebuild 
Czech  carmaker  Skoda  over  the  next  10 
years.  Still,  acting  without  haste  may 
pay  off  just  as  handily.  By  the  end  of 
the  decade,  estimates  an  aide  to  Chair- 
man Carl  H.  Hahn,  VW  could  be  selling 
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500,000  Czech-made  Skodas  and  Volks- 
wagens throughout  Europe. 

Volkswagen's  takeover  dwarfs  East- 
ern deals  by  other  major  Western  inves- 
tors. Coca-Cola  Co..  for  example,  is 
spending  only  $•:!<•  million  to  open  bot- 
tling plants  in  Poland.  Schwinn  Bicycle 
Co.  is  making  275,000  bikes  a  year  in 
Hungary  for  export  to  Western  Europe 
and  North  America.  And  Stanley  Works 
plans  to  export  pliers  and  other  hand 
tools  from  a  new  Polish  joint  venture. 
WARSAW  tract.  Then  there's  the  Polish- 
American  Fund's  projects.  The  fund  has 
set  up  commercial  banks  in  Warsaw  and 
Krakow,  providing  them  with  $<>  million 
in  equity  apiece  and  a  staff  of  small- 
business  lending  experts  from  Chicago's 
South  Shore  Bank.  The  fund  also  will 


offer  home  mortgages  at  10%  to  help 
renters  become  homeowners — in  Ameri- 
can-built housing. 

The  mortgages  will  finance  the  pur- 
chases of  80  single-family  houses  to  be 
built  by  Indianapolis-based  Curtis  Inter- 
national Ltd.,  a  unit  of  SerVaas  of  the 
Netherlands.  Unable  to  obtain  enough 
high-quality  building  materials  in  Po- 
land, Curtis  will  supply  its  subdivision 
witli  American-made  lumber,  shingles, 
windows,  and  carpets.  But  if  the  project 
is  successful,  Curtis  hopes  numerous 
small  Polish  manufacturers  will  spring 
up  to  supply  future  developments. 

Before  it  could  get  started,  Curtis  had 
to  train  Polish  construction  workers.  But 
that's  only  one  of  the  headaches  West- 
ern investors  face  in  the  East,  where 


vestiges  of  the  Communist  past  pop  ) 
at  every  turn.  Just  ask  George  Langi 
Hungarian  emigre  and  proprietor  f 
New  York's  tony  Cafe  des  Artiste 
Lang  returned  to  Budapest  in  1990  ) 
perform  "a  labor  of  love"  by  taking  o\* 
the  79-year-old  Gundel  restaurant, 
state-owned  culinary  landmark  that  hi 
lost  its  luster.  Along  with  cosmetics  h$< 
Ronald  S.  Lauder,  Lang  offered  the  gl 
ernment  $8  million  for  a  507'  stake.  Be 
after  a  year  of  negotiations,  the  rest^ 
rant  remains  in  state  hands. 
in  the  soup.  Lang's  bid  was  accepted  \ 
March,  but  he  hasn't  been  told  who  I 
local  partner  will  be.  He  has  also  be! 
faced  with  demands  for  payments  I 
heirs  of  the  restaurant's  founder.  ': 
there  is  any  problem  for  a  foreign  bu? 


WHAT  THE 
BROCHURES  DON'T 
TELL  YOU 

Sure,  there  are  millions 
of  consumers  in  East  Eu- 
rope craving  Nikes  and 
Walkmans,  but  setting 
up  shop  isn  7  easy.  Even 
the  most  basic  items  such 
as  telephone  books,  not  to 
mention  telephones,  can 
be  hard  to  come  by.  A  few 
cautionary  tales: 


GETTING  A  DIAL  TONE 
IN  BUDAPEST 

■  How  can  you  spot  an  American  in 
Hungary? 

Answer:  He's  the  one  who  starts  dial- 
ing as  soon  as  he  picks  up  the  phone. 

For  Hungarians,  who  often  wait  at 
least  20  seconds  for  a  dial  tone,  this 
popular  joke  is  no  laughing  matter. 
Hungary's  telephone  system  is  one  of 
the  worst  in  Europe,  with  static-filled 
lines,  sudden  cutoffs,  and  phones  that 
won't  ring  or  won't  stop  ringing. 

The  waiting  time  for  a  new  hookup  is 
5  to  1 0  years.  The  fastest  way  to  get  a 
line  is  to  buy  a  mobile  phone  and  a  sub- 
scription for  $3,000  from  Westel  Ra- 
diotelefon.  fuckily,  American  Tele- 
phone &  Telegraph's  USADirect  has  an 
access  number  in  Hungary,  for  placing 
collect  and  credit-card  calls.  That's  if 
you  can  get  a  dial  tone. 


SECRETS  OF  FINDING 
OFFICE  SPACE  IN  WARSA 

■  Don't  hunt  for  real  estate  agents 
you  need  office  space  in  Warsaw.  T?y 
don't  exist.  Just  start  pumping  ever) 
contact  for  tips  about  rentals  beford 
they  hit  the  market.  Once  the  word  At 
out,  it's  too  late. 

Greasing  palms  still  makes  scarcer' 
items  suddenly  appear.  But  hire  a  g<d 
Polish  "fixer"  to  handle  the  task,  sin;  ' 
local  customs  dictate  a  certain  style 
doling  out  bribes.  Some  executives  Pp  1 
Warsaw  landlords  get  a  visa  to  the 
West  in  exchange  for  an  office. 

Hang  tough  when  negotiating  yo 
rent.  If  you  don't  appear  savvy,  lane 
lords  could  hike  the  price  of  each 
square  foot  from  $3  to  $10.  Compa 
son  shopping  is  the  key.  Don't  take 
for  an  answer.  And  don't  let  your  fi> 
out  of  your  sight. 
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sman,"  says  Lang,  "it  is  the  natives' 
r  of  making  the  wrong  decision.  If 
y  sell  something,  they  know  it  will  be 
y  difficult  to  take  it  back." 
'or  most  investors,  just  setting  up  an 
ce  is  an  obstacle  course.  France's 
npagnie  Generale  de  Batiment  et  de 
istruction  had  to  corral  66  signatures 
are  it  could  build  the  $140  million 
ium  Hotel  in  Prague.  And  in  Buda- 
t,  American  Express  Co.  was  obliged 
ibtain  separate  licenses  to  sell  travel- 
checks,  cash  them,  and  disburse  lo- 
currency.  Says  Eddy  Buehlmann,  se- 
■  vice-president  at  American  Express 
vel  Related  Services  Co.:  "The  laws 
not  catching  up  with  developments 
the  political  and  economic  side." 
till,  neither  investor  gave  up.  The 
ium  is  slated  to  be  completed  in  July, 
:e  months  ahead  of  schedule,  and 


CGB  now  is  building  another  in  Bratisla- 
va. AmEx,  meanwhile,  is  up  and  running 
in  Budapest,  offering  cash  dispensers  to 
Western  tourists  and  hard-currency 
credit  cards  to  some  300,000  well-heeled 
Hungarians  with  a  taste  for  travel  and 
pricey  consumer  goods.  In  June,  an 
AmEx  office  will  open  in  Warsaw. 
illegal  clones.  Sometimes,  quick 
thinking  helps  cut  through  the  postcom- 
munist  fog.  That  was  the  case  with  Digi- 
tal Equipment  Corp.  Western  trade  sanc- 
tions against  the  former  Soviet  bloc  had 
forced  it  to  largely  abandon  its  Eastern 
Europe  operations  at  the  start  of  the 
1980s.  In  dec's  absence,  thousands  of 
locally  made  illegal  clones  found  their 
way  into  offices  across  the  region. 

Now,  with  Western  technology  curbs 
easing,  DEC  is  back.  It  found  that  the 
knockoffs  were  of  high  quality  and  fully 


compatible  with  the  original  gear.  So 
DEC  formed  a  joint  venture  with  the  two 
state  organizations  partly  responsible 
for  the  piracy.  That  is  expected  to  ease 
DEC's  entry  into  areas  the  government  is 
trying  to  automate,  including  banking, 
telecommunications,  and  education. 

Not  every  Eastern  venture  is  as  prom- 
ising. But  so  far,  there  is  no  shortage  of 
new  investors  willing  to  place  a  bet  on 
the  rebirth  of  the  East.  "We  deal  with 
Asian  and  Latin  American  countries," 
reasons  Johansson  of  Electrolux.  "If  we 
can  deal  with  those,  why  can't  we  suc- 
ceed in  Eastern  Europe?"  The  entire  re- 
gion has  its  future  riding  on  a  bet  that 
he  and  others  will  succeed. 

By  John  Templeman  in  Bonn,  with  Ken 
Olsen  in  Budapest,  David  Greising  in  Chi- 
cago, Jonathan  Kapstein  in  Brussels,  and 
William  Glasgall  in  New  York 


NDING  A  LUNCH  TABLE 
IN  PRAGUE 

ing  the  proverbial  deal  on  a  nap- 
iring  a  power  lunch  may  be  tough- 
in  you  think,  at  least  in  Prague, 
restaurants  are  still  state-owned, 
workers  are  paid  a  straight  sala- 
sgardless  of  service.  Since  many 
waiters  prefer  less  work,  walk-in 
Tiers  are  shooed  away  from  near- 
oty  restaurants.  Lesson  one:  Al- 
make  a  reservation. 
•  that,  too,  may  be  harder  than 
fould  imagine.  Floods  of  Western 
Dmers  have  taxed  restaurant  ca- 
(.  Another  tip:  Ask  your  prospec- 
zech  partners  to  book  at  restau- 
they  like  best.  You  may  be  in  for  a 
se  treat.  In  the  end,  you  might 
to  attach  an  eatery  to  your  of- 
-if  you  can  find  an  office. 


KNOWING  WHO 
YOU'RE  UP  AGAINST 

■  It's  Saturday  morning  in  Prague,  time 
to  privatize.  Since  late  January,  nearly 
90  auctions  for  small,  state-owned 
businesses  have  been  held.  On  this  par- 
ticular morning  in  a  drafty  room  at  the 
top  of  a  dusty  staircase  in  an  old  Com- 
munist Party  community  center,  about 
100  prospective  buyers  are  competing 
for  a  dozen  shops.  The  black-market 
money  changers  are  the  easiest  to  spot. 
They  wear  black  leather  jackets  and 
gold  chains. 

On  the  block  is  a  beer  pub  on  the 
outskirts  of  town.  Bidding  starts  at 
$3,178,  doubles  in  no  time,  and  then 
slowly  floats  to  $  1 2,300.  "The  beer  will 
be  flowing  all  the  time,"  chatters  the 
auctioneer.  One  more  lurch  to 
$13,500.  Sold — to  the  man  in  the 
black  leather  and  gold  chains. 


PAYCHECK?  WHAT'S 
A  PAYCHECK? 

■  It's  the  ultimate  checkless  society.  No 
plastic,  either.  Just  cold  cash.  So  to 
meet  a  payroll  each  month  might  mean 
loading  up  an  armored  truck  with  sacks 
of  zlotys,  forints,  or  korunas.  Even  if 
Western  checks  are  issued,  it  could 
take  weeks  to  process  them  at  East  Eu- 
rope's outmoded  state  banks. 

Most  employees  prefer  to  receive 
their  pay  in  cash,  anyway.  But  to  get 
it  from  a  state  bank,  they  could  have 
to  wait  in  line  for  half  a  day.  When 
they  finally  reach  the  teller's  window, 
it  takes  forever  for  bank  employees 
to  count  out  the  bills.  The  largest 
denomination  in  Hungary  is  worth  $66, 
and  in  Czechoslovakia  it's  just  $33.  In- 
stead, many  companies  open  their  own 
payment  windows  and  dole  out  the 
cash  themselves. 
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POLAND: 
THE  PAIN  AND  THE  GAIN 


Economic  shock  therapy  is  working  wonders,  but  progress  hurts 


On  Nowy  Swiat 
Street  in  War- 
saw, elegant  new 
boutiques  selling 
Christian  Dior 
perfume  and 
Italian  shoes  are 
jam-packed  with 
customers.  Shoppers  stop  and 
ogle  the  Mercedes  and  Porsches 
at  glistening  showrooms.  And 
private  restaurants  abound,  from 
a  pink  neon  pizza  parlor  to  an 
Arabian  caravansary  with  door- 
men in  flowing  red  robes.  Even 
the  drab,  Stalin-era  Palace  of 
Culture  is  bustling  with  shops  of- 
fering everything  from  tennis 
rackets  to  refrigerators.  It's  an 
incredible  change  for  the  East- 
ern European  economy  once  la- 
beled one  of  the  least  likely  to 
succeed. 

In  just  18  months,  two  Solidar- 
ity-led governments  have  largely 
swept  away  the  strictures  of  Po- 
land's backward,  demoralized 
command  economy,  clearing  the 
way  for  a  rapidly  growing  pri- 
vate sector.  Overnight,  shock- 
therapy  reforms  have  crushed 
hyperinflation,  allowed  Poles  to 
convert  zlotys  to  dollars,  freed 
prices,  and  relaxed  import  con- 
trols. In  the  past  year,  more  than 
500,000  new  companies — from  giant  su- 
permarkets to  software  houses — sprang 
to  life. 

austerity.  The  Polish  economy  is  also 
showing  early  signs  that  it  can  fend  for 
itself  in  world  markets.  Exports  to  the 
West,  including  glass  and  electrical  com- 
ponents, jumped  34%,  to  more  than  $11 
billion,  and  the  country's  hard-currency 
trade  surplus  soared  to  $4.7  billion.  "We 
finally  have  money  in  this  country 
again,"  says  Tadeusz  Polok,  president  of 
the  newly  privatized  Silesian 
Cableworks. 

The  Poles'  self-imposed  austerity  pro- 
gram has  won  them  a  big  boost  from  the 
West.  Last  month,  in  an  unprecedented 
move,  the  Paris  Club  forgave  50%  of 
Poland's  $33  billion  debt  to  its  members. 
Says  Ian  Hume,  a  Warsaw-based  World 
Bank  official:  "Poland  saw  an  extraordi- 
nary transformation  in  1990." 


STUNNING  CHANGE  The  Solidarity-led  govern- 
ment has  dismantled  vast  pieces  of  the  bureaucracy 


But  they  paid  a  price:  Industrial  pro- 
duction fell  23%  in  1990.  Battered  by  a 
sharp  drop  in  Soviet  trade  and  a  spike  in 
oil  prices,  many  heavy-industry  giants 
survived  the  year  by  shedding  workers 
and  letting  debts  go  unpaid.  This  year, 
tight  money  designed  to 
keep  inflation  down  will 
likely  result  in  a  wave 
of  bankruptcies,  and 
unemployment  could 
jump  to  2.7  million,  or 
17%  of  the  work  force. 

So  far,  workers  have 
taken  the  hit  without 
rebelling.  "Poles  know 
if  they  go  on  strike, 
they  are  now  striking 
against  themselves," 
says  East  Europe  ex- 
pert Holger  Schmieding 
of  the  Institute  for  the 
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PRIVATIZATION 
SCORECARP 

Small  shops  are  selling  fast. 
Big  companies  are  harder  to 
sell,  so  a  giveaway  scheme  is 
in  the  works 


7,600 

NIES  ON  THE 

1,000 


COMPANIES  ON  THE  BLOCK 


TO  SELL  BY  YEAREND 


their  patience  is  stretched.  "This  is  thjj 
crucial   hour  for  us,"   says  Henrykj; 
Bochniarz,  a  government  adviser  anl 
president  of  Nicom  Consulting  Ltd.  1 
Warsaw.  Keeping  the  social  temperatur  i 
down  and  the  economy  on  course  dJ 
pends  largely  on  President  Lech  WalesJ 
the  former  Solidarity  leader.  This  yeajjj 
will  test  his  vast  popularity  and  his  abil 
ty  to  defuse  resentment.  "There  must  b 
a  scapegoat,"  says  Walesa,  "and  now 
is  me." 

Walesa's  government  has  begun  t 
channel  worker  discontent  into  Germar; 
style  labor  negotiations.  Says  Labo 
Minister  Michal  Boni,  a  former  Solidari 
ty  activist:  "We  need  to  introduce  a  cu 
ture  of  conflict  resolution."  At  the  sam! 
time,  officials  are  scrambling  to  speei 
privatization  and  rebuild  financial  inst! 
tutions.  The  sell-off  of  state  companie' 
stalled  last  year,  as  officials  agonize' 
over  accurate  pricing.  Now  they  are  pui 
suing  simpler  methods  to  sell  1,000  of 
total  of  7,600  state  enterprises  by  year] 
end.  Five  hundred  medium-size  comps 
nies,  from  meat  processors  to  textil 
mills,  are  to  be  sold  to  workers  and  mar 
agers.  And  Westerners  can  now  bid  d: 
rectly  for  state  companies. 
under  pressure.  But  selling  off  din 
saurs  such  as  the  Nowa  Huta  ste 
works  and  the  Jastrzebie  coal  mines  wr 
take  longer.  Foreign  consultants  hav< 
helped  Poles  devise  a  plan  to  take  olc 
line  companies  out  of  government  hand: 
Western  investment  banks  would  set  u; 
mutual  funds  to  manage  the  privatize' 
companies  in  exchange  for  shares.  The: 
the  government  would  give  the  public 
workers,  social-security  funds,  am 
banks  certificates  that  could  be  rej 
deemed  for  shares  in  the  mutual  fundsj 
Walesa  is  also  counting  on  Westerii 
investors.  With  new  laws  allowing  10091 
profit  repatriation,  foreign  investmen|| 
could  triple  in  1991,  to  as  much  as  $75(| 
million.  A  private  banking  system  coukf 
also  take  root  as  several  state  banks  an 
privatized  and  22  new  private  banks  an, 
licensed.  Poland  will  open  a  small  stocli 
market  in  July,  and  it  is 
expected  to  trade  2i 
companies  by  yearend. 

Success  so  far  rest'] 
on  broad  support  foi 
the  Solidarity  govern! 
ment  and  a  consensus 
to  break  with  the  com' 
munist  past.  With  West 
em  goods  now  packec 
into  shops,  Poles  seen 
prepared  to  endure  tht 
pain  now  that  a  bettei 
life  looks  within  reach. 

By  Gail  E.  Schares  v\ 
Warsaw 
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I  PROFIT  This  Prague  restaurant  is  one  of  hundreds  of  businesses  to  be  privatized 


CZECHOSLOVAKIA: 
RELUCTANT  REFORM 


lust  wrestle  with  mistrust  of  capitalism  and  nationalist  tensions 


ROPE 


As  one  of  Eastern  Eu- 
rope's staunchest  free- 
market  reformers,  Va- 
clav Klaus,  the  Czecho- 
slovak Finance  Minister, 
battled  throughout  1990 
to  put  Czechoslovakia  on 
a  fast  track  to  a  market 
omy.  It  was  a  major  coup  when,  at 
;nd  of  the  year,  the  49-year-old  econ- 
t  won  the  reluctant  backing  of  the 
rnment  and  parliament.  Most  Czech 
icians  harbor  a  lingering  mistrust  of 
alism  and  would  have  preferred  a 
>r  transition.  "Klaus  spent  weeks 
iing  [President  Vaclav]  Havel 
igh  Economics  101,"  says  a  top  aide 
e  Finance  Ministry. 
)w  that  his  reform  blueprint  is  law, 
lard  work  begins.  Unlike  in  Hunga- 
nd  Poland,  Czech  Communists  na- 
ilized  100%  of  their  economy,  so  re- 
ling  private  markets  will  be  a 
ster  job.  What's  more,  nationalist 
ions  in  Slovakia  now  threaten  to 
the  country  of  16  million.  The  rebel- 
eastern  republic  is  home  to  much 
le  country's  ailing  armaments  indus- 
and,  fearing  massive  unemployment, 
aks  want  the  transition  to  a  market 
omy  to  slow  down.  Still,  Klaus  is 
rmined  to  push  even  the  most  pain- 
"eforms — with  or  without  Slovakia. 
,  will  likely  mean  a  showdown  be- 
m  the  two  republics  this  year.  "We 
!  no  alternative,"  snaps  Klaus.  "Any 


deceleration  of  reform  will  hurt  us  more. 
We  can't  afford  to  lose  this  game." 

Betting  that  the  country  is  willing  to 
suffer  in  the  short  term  to  join  the  Euro- 
pean mainstream  quickly,  Klaus  is  forg- 
ing ahead.  Czechoslovakia  had  the  most 
highly  developed  industry  and  work 
force  in  the  East  bloc,  along  with  East 
Germany.  Now,  Klaus  wants  to  salvage 
what  he  can.  His  No.  1  goal  is  to  keep 
prices  and  wages  under  control. 
few  investors.  At  the  same  time  he 
wants  to  speed  privatization.  Auctions 
for  small  shops  and  service  companies 
began  in  January,  and  so  far,  800  shops 
have  been  sold.  Klaus  wants  to  sell  one- 
third  of  a  total  of  110,000  by  yearend. 
Larger  companies  such  as  tractor  mak- 
ers and  porcelain  works  will  go  on  the 
block  this  summer.  To  light  a  fire  under 
managers  who  are  re- 
sisting privatization, 
Klaus  is  ordering  them 
to  come  up  with  their 
own  sell-off  plans — or 
risk  being  sacked.  Their 
choices:  auctions,  a 
voucher  scheme  that 
would  transfer  owner- 
ship to  individuals  at  a 
discount,  or  direct  for- 
eign investment. 

Western  investors  in 
Prague  are  few  so  far. 
But  with  new  laws  de- 
signed to  attract  for- 
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eign  capital  that  allow  1007'  repatriation 
of  profits  and  two-year  tax  holidays, 
dealmaking  may  pick  up.  And  although 
its  technology  is  outdated,  the  nation's 
skilled  workers  and  low  labor  costs  are  a 
big  attraction.  German  companies  are 
scouring  Bohemia  and  Moravia  for 
deals.  The  Czech  industrial  landscape 
and  craftsmanship  are  similar  to  their 
own,  and  wages  are  only  a  fraction  of 
those  in  eastern  Germany. 

Volkswagen  Chief  Executive  Carl  H. 
Hahn  sees  enough  going  on  in  the  old 
Skoda  works,  the  Czech  auto  maker,  to 
justify  putting  in  $6  billion  over  10 
years.  The  deal,  cinched  on  Mar.  28,  is 
worth  nearly  107  of  the  entire  Czech 
gross  national  product.  The  plan:  to 
make  Skoda  one  of  vw's  low-cost  pro- 
duction centers  for  Europe.  Says  Brus- 
sels-based Daniel  Arbess,  of  lawyers 
White  &  Case:  "Completing  the  Skoda 
deal  is  really  going  to  open  the  doors  in 
Czechoslovakia."  Meanwhile,  Japanese- 
controlled  Belgian  company  Glaverbel 
bought  a  407  stake  in  glassmaker  Sklo 
Union  for  $48  million,  with  an  option  to 
raise  the  stake  to  677.  Other  foreigners 
could  follow  suit. 

A  rush  of  Western  investment  is  dou- 
bly important  for  Czechoslovakia,  which 
is  reeling  from  the  collapse  of  trade  with 
the  Soviet  Union.  While  Hungary  and 
Poland  upped  trade  with  the  West  sharp- 
ly last  year,  the  Czechs  only  managed  a 
4.57  boost.  Still,  Czech  exports  could 
benefit  from  a  trade  agreement  with  the 
Russian  Republic  signed  in  late  March, 
the  first  such  accord  with  an  individual 
Soviet  republic. 

a  scapegoat?  For  the  moment,  Klaus's 
popularity  has  surged  along  with  sup- 
port for  rapid  reforms.  But  as  the  real 
effects  of  his  hard-nosed  program  begin 
to  ripple  through  the  economy,  opinion 
could  switch.  Output  could  slide  by  as 
much  as  107  this  year,  while  inflation 
soars  to  307,  and  unemployment  hits 
77.  Finance  Minister  Klaus  "will  become 
a  scapegoat,"  says  Rudolf  Baranek, 
president  of  the  National  Association  of 
Entrepreneurs. 

A  weary  but  determined-looking 
Klaus  refuses  to  consider  a  change  of 
strategy.  He  may  be 
right.  Signs  of  change 
are  seen  everywhere  in 
Prague.  Near  Charles 
University,  the  capital 
is  lively  with  street  ven- 
dors, strollers,  and  for- 
eign visitors.  Now 
Klaus  has  to  persuade 
people  who  live  under 
smokestacks  in  Slovakia 
that  the  market  econo- 
my will  benefit  them,  as 
well. 

By  Gail  E.  Schares  in 
Prague 
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Or,  Why  Broadband  Services  From  Your 
Local  Telco  WW  Be  Music  To  Your  Network. 

Broadband  services  unleash  the  true  power  of  the 
public  switched  network.  Let  networks  of  computers 
listen  and  talk.  Allow  you  to  bring  up  a  remotely 
stored  document  in  one  window.  Video  conferences 
in  two  others.  How?  By  using  fast  packet  switching, 
it  allows  existing  public  networks  to  transmit  more 
information  at  faster  speeds.  So  things  impossible 
now,  will  be  possible  tomorrow  with  broadband. 
High-definition  television.  Interactive  education. 
Image  processing.  High-resolution  faxes.  To  learn 
exactly  what  broadband  services  can  do  for  you  and 
your  business,  talk  to  the  broadband  leaders.  Call 
your  local  phone  company  or  AT&T  Network  Systems 
at  1  800  638-7978,  ext.  6110. 

AL&T and  Your 
Local  Phone  Company 
Technologies  For  The  Real  World. 


AT&T 

Network  Systems 


HUNGARY: 
A  GIANT  STEP  AHEAD 


Reforms  started  20  years  ago.  Can  it  maintain  the  momentum? 


SOLID  FOOTING  Hungary 

is  the  most  Westernized,  its  government  the  most  stable 

brightest  star  in  Eastern 
Europe — but  don't  expect 
Hungarians  to  agree.  A 
gloomy  national  tempera- 
ment keeps  discontent 
high  in  public  opinion 
polls.  In  a  recent  survey, 
847  of  the  population  believed  conditions 
were  worsening.  Last  year,  goes  one  joke, 
there  was  a  light  at  the  end  of  the  tunnel. 
This  year,  there's  a  tunnel  at  the  end  of 
the  light. 

But  things  aren't  really  so  bad.  Hunga- 
ry is  the  most  Westernized  nation  of  the 
former  East  bloc,  where  outsiders  feel 
most  comfortable  plunking  down  their 
money — about  $700  million  in  1990,  more 
than  half  the  total  $1.2  billion  invested  in 
Eastern  Europe.  The  center-right  govern- 
ment is  the  most  stable,  and  there  are  no 
serious  ethnic,  national,  or  religious  con- 
flicts. Two  decades  of  tinkering  with  so- 
called  goulash  communism  put  it  ahead  of 
its  neighbors  in  rebuilding  a  market  econo- 
my. And  Hungarians  have  enough  cash  to 
splurge  on  shopping  trips  to  Vienna. 

Now,  Hungary  is  poised  to  catapult  it- 
self out  of  the  no-man's-land  between  a 
command  and  a  market  economy.  The  na- 
tion has  some  of  the  worst  features  of 


capita  foreign  debt.  Inflation  soared  to 
307  in  1990  as  Budapest  cut  subsidies  and 
freed  prices,  and  this  year  it  could  inch  up. 
Industrial  production  plunged  107'  in  1990, 
and  the  decline  will  continue  this  year, 
economists  say,  before  GNP  turns  up  in 
1992.  Homelessness  and  crime  are  rising, 
and  Hungarians  fret  over  whether  they'll 
ever  match  the  prosperity  of  neighbors  to 
the  west. 

big  push.  To  keep  the  momentum  of  re- 
form going,  the  government  of  Prime  Min- 
ister Jozsef  Antall  will  have  to  break  the 
back  of  inflation,  the  economy's  No.  1 
problem.  Privatization, 
too,  needs  some  oomph. 
Until  now,  the  sell-off  of 
state  industry  has  been  a 
somewhat  angst-ridden 
experience,  with  some 
critics  dubbing  the  state 
privatization  agency  "the 
state  procrastination 
agency."  One  camp  of  of- 
ficials is  cautious,  wary 
about  selling  assets  too 
quickly  and  having  them 
wind  up  in  the  hands  of 
the  former  Communist 
Party  fat  cats  and  for- 
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Most  flexible  but  still  strug- 
gling to  resolve  disputes  over 
seized  property.  Foreign  bids 
welcome 
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eigners.  Others  think  bloated  state  ente 
prises  should  be  sold  off  quickly  so  thH 
can  be  ruthlessly  streamlined  by  priva; 
owners.  More  delays  come  from  thousam 
of  property  disputes  as  Hungarians  try 
reclaim  land,  homes,  and  businesses  seizt 
40  years  ago. 

But  the  push  is  on  to  speed  things  uj 
Rules  are  changing  to  encourage  investo 
to  bid  for  companies,  including  hosti 
takeovers.  Lajos  Csepi,  privatization  chie 
says  he  has  received  60  bids  to  date  for  e 
erything  from  the  famous  Gundel  resta 
rant  to  the  Budapest  Hosiery  Factory, 
hopes  to  sell  off  400  large  state  companii 
this  year.  And  auctions  for  16,000  stat 
owned  shops  and  restaurants  are  all 
starting.  "With  a  bit  of  poetic  license,  y( 
could  say  the  whole  country  is  for  sale 
quips  Csepi. 

At  the  same  time,  hundreds  of  large  e 
terprises  dealing  in  autos  and  industri 
equipment  are  squeezed  for  cash,  large 
the  fallout  from  Soviet  economic  collaps 
Exports  to  the  Soviet  Union  are  expect* 
to  be  147  of  foreign  trade  this  year,  dou 
from  307  in  1989.  Estimates  put  bankrup 
cies  of  state  companies  at  280,  about  1%  < 
the  economy.  And  despite  years  of  a 
tempts  at  banking  reform,  most  financi 
institutions  are  still  state-owned  ar 
locked  into  loans  to  loss-ridden  state  ente 
prises. 

grudging  respect.  Still,  some  Hungaria 
companies  are  starting  to  prosper, 
scramble  to  shift  exports  westward  crea 
ed  a  $950  million  trade  surplus  in  199 
Hungary's  exports  go  mainly  to  Wester 
Europe,  which  buys  processed  foods,  m 
chinery,  and  some  consumer  goods.  A  ne 
law  spelling  out  foreigners'  propert 
rights  should  boost  investment.  And  th 
country's  tiny  stock  market  was  the  fin 
to  reopen  in  Eastern  Europe. 

Prime  Minister  Antall,  a  58-year-old  fo 
mer  historian,  gets  a  C+  in  economic  r< 
form  and  a  grudging  respect  from  some  i 
his  critics.  His  demeanor  is  dour  and  hi 
politics  indecisive,  and  credit  for  much  o 
the  progress  of  the  past  year  goes  to 
cadre  of  technocrats,  who  revved  up  n 
form  before  Antall  was  elected.  But  he' 
been  in  office  a  year,  an 
many  laud  his  doggei 
ability  to  survive.  If  h 
can  keep  the  countr; 
from  veering  offtracl 
for  one  more  year,  Hur 
gary  may  finally  begin  t< 
move  out  of  its  economi 
limbo  once  and  for  all. 

By  Gail  E.  Sckares  ant 
Ken  Olsen  in  Budapest 
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Special  Report,  coll  Business  Wee 
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If  it  ain't  broke,  fix  it. 

Take  fast.  And  make  it  faster.  Take  smart  And  make  it  brilliant. 
Believe  that  no  matter  how  well  you  do  something,  you  can 
always  do  it  better.  And  chances  are  you  will. 

At  the  CIGNA  Property  and  Casualty  Companies,  our  goal  is  to 
create  the  benchmark.  And  keep  raising  it  Which  is  exactly  the  way 

we  approach  claims 
management. 

To  be  more  thorough 
and  efficient,  we've 
streamlined  the  entire 
adjustment  process  for 
small  claims. 

We've  devoted  more 
resources  and  people  to 
manage  mid-size  claims. 

As  well  as  increased 
the  number  of  our 
outside  investigators  and 
specialists  to  handle 
large,  complex  claims. 

And  because  we  put 
decision-making 
authority  in  the  field, 
you  get  results,  not  red  tape.  What's  more,  we  are  providing 
everything  from  cost  containment,  rehabilitation,  subrogation  and 
litigation  management  to  loss  specialists  and  claims  technology. 

All  in  all,  this  total  commitment  to  quality  is  helping  us  to  beat 
the  rate  of  inflation  in  claims  losses.  For  information,  write  Jim  Engel, 
CIGNA  Property  and  Casualty  Companies,  Philadelphia,  PA  19192. 
Because  the  best  time  to  fix  something  is  before  it's  broken. 


We  get  paid  for  results! 


CIGNA 


FROM  CHUCK  WAGON  TO  TRAIL  BOSS 
OF  MARLBORO  COUNTRY 


Philip  Morris  taps  food-marketing  whiz  Mike  Miles  to  continue  its  diversification  away  from  tobacc? 


lis  mother  wanted  him  to  study 
law.  but  Michael  A.  Miles  was  set 
Ion  being  an  ad  man.  That's  how 
Vernon  Fryburger,  the  retired  head  of 
the  advertising  department  at  North- 
western University,  remembers  the 
phone  call  from  Mike  Miles's  mother  30 
years  ago.  Miles  was  one  of  Fryburger' s 
students  at  Northwestern's  Medill 
School  of  Journalism.  Says  Fryburger: 
"She  was  just  worried  sick  that  Mike 
was  going  to  waste  his  life  in  a  field  that 
didn't  have  any  class." 

The  late  Mrs.  Miles  surely  would  be 
happy  with  Mike's  career  choice  now.  On 
Mar.  27.  the  former  advertising  execu- 
tive was  chosen  to  succeed  Hamish  Max- 
well as  chairman  and  chief  executive  of 
giant  Philip  Morris  Cos.  It's  an  astound- 
ing victory  for  Miles.  As  head  of  Kraft 
General  Foods  Inc..  he  has  been  with 
the  company  only  since  1989,  when 
Philip  Morris  bought  Kraft.  And  he 
had  to  beat  out  William  Murray,  a 
21-year  veteran  of  the  tobacco  opera- 
tions, to  get  the  top  spot.  As  the 
first  CEO  in  Philip  Morris'  144-year 
history  who  didn't  rise  through  the 
tobacco  ranks.  Miles,  who  fa-  ^ 


vors  Italian  loafers  over  cowboy  boots, 
isn't  your  typical  Marlboro  Man. 

But  then,  Philip  Morris  isn't  just  a 
cigarette  maker  anymore.  With  acquisi- 
tions funded  by  its  phenomenal  tobacco 
profits,  retiring  chairman  Maxwell  has 
created  a  powerhouse  hawking  every- 
thing from  Miller  beer  to  Kraft  cheese 


to  Maxwell  House  coffee.  In  1991,  foo  I 
will  kick  in  52^  of  S58  billion  in  tot] 
revenues  and  more  than  30%  of  $9.6  b:  I 
lion  in  operating  income,  estimates  Jea| ! 
ie  Tebault.  a  research  analyst  for  id 
Financial  Corp..  which  owns  6.2  millic 
Philip  Morris  shares.  Philip  Morris'  stotj 
market  capitalization  has  risen  from  %\ 
billion  at  the  end  of  1986  to  $63  billic 
today,  just  behind  Exxon  Corp.  and  IBJ 
'all  hype'?  It's  up  to  Miles,  51,  to  ke$  j 
the  empire  expanding.  Many  executiv( 
who  know  him  describe  Miles  as  a  brt  ! 
liant  manager  who  can  sweat  the  detai 
without  losing  his  sense  of  grand  strat 
gy.  Others  say  his  all-business  approao 
makes  him  seem  cold  and  distam  i 
Worse,  some  wonder  if  Miles's  specis 
ty — wringing  new  growth  from  oil 
brands,  instead  of  starting  new  ones-< 
will  ultimately  hurt  Philip  Morris.  Sa? 
\  Al  Ries.  chairman  of  the  marketin 
consulting  firm  of  Trout  &  Rie 
"It's  all  hype.  Miles  gets  credit  ft 
line  extensions,  which  in  the  en< 
are  damaging"  to  brands.  Ries  a) 
gues  that  too  many  line  extension 
ultimately  draw  customers  awe 
:om  core  brands. 
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amish  Maxwell  and  his  board  don't 
•e  those  qualms.  With  Miles's  ap- 
tment,  they  are  signaling  to  Wall 
et  that  Philip  Morris  will  "continue 
iversify  and  make  acquisitions,"  says 
iam  Goldsborough,  vice-president  of 
:oln  Capital  Management,  a  Philip 
ris  investor.  Aided  by  Philip  Morris' 
cash  flow,  which  should  total  .SIS 
)n  through  1995  even  after  capital 
stments,  Miles  can  easily  make  more 
lisitions  and  borrow  as  well.  Over 
next  five  years,  says  Kurt  Feuer- 
,  an  analyst  at  Morgan  Stanley  & 
"Philip  Morris  could  raise  up  to  $70 
>n  and  still  be  investment  grade." 
lere  are  problems,  though.  The  U.  S. 
ceo  industry  is  in  a  slow  decline  as 
rist  and  legislative  pressures  mount, 
y  of  the  brands  at  Kraft  General 
Is  are  mature.  And  Miles,  who  quit 
king  years  ago,  has  a  lot  to  learn 
it  the  tobacco  business  while  main- 
jig  Maxwell's  enviable  management 
rd.  Filling  Maxwell's  shoes,  Miles 
in  an  interview  after  winning  the 
"man's  title,  will  be  like  "succeeding 
Parseghian  at  Notre  Dame."  Unlike 
s,  Maxwell  spent  almost  his  entire 
sr  as  a  tobacco  man. 
itural.  Miles  may  not  know  much 
t  tobacco,  but  he  has  made  a  life- 
study  of  the  art  of  running  a  con- 
?r-products  company.  "He'd  quiz  me 
i  time  to  time,  asking  what  it's  like 
>e  CEO,"  recalls  Hicks  Waldron, 
s's  old  boss  at  Heublein  Inc.  "Mike 
ys  gravitated  to  the  leadership  posi- 
"  says  Huntley  Baldwin,  an  old 
d  and  executive  vice-president  of 
Burnett  Co.,  a  Philip  Morris  ad 
cy  (page  66).  Baldwin  recalls  a  mock 
rtising  campaign  he  and  Miles  pro- 
d  with  other  Medill  students  and 
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FIDELITY  MAGELLAN  FUND 


A  Record  No  Other 
Fund  Can  Match 


Magellan:  #1  Performer  for  10  Years* 

Magellan  searches  for  long-term  growth  in  the 
stock  of  any  type  of  company-large  and  small,  at 
home  or  abroad.  It's  a  fundamental  approach  that 
means  getting  to  know  the  companies  we  invest  in 
personally.  And  it's  an  approach  that  has  helped 
make  Fidelity  Magellan  the  best  performing 
stock  fund  in  the  nation  for  the  10-year  period 
ended  12/31/90.  As  with  any  stock  investment, 
share  price  and  return  will  vary. 

♦According  to  Lipper  Analytical  Services,  Magellan  ranked  #  I  out  of  439,  #5l)  out  of  86b,  and  #989  oul  (if 
1709  funds  for  the  10,  5,  and  1  year  periods  ended  12/31/90,  respectiveh  (portfolio  manager  changed  6/1/9(1), 

/  ~  


Why  Choose  Fidelity 
For  Stock  Market 
Investing? 

•  Over  40  years  of  stock 
market  experience. 

•  Managing  over  $40 
billion  in  equity 

assets. 

•  Professional  service, 
24  hours  a  day,  7  days 
a  week. 


1-800-544-8888   24  hours 
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Fidelity  Magellan  Fund.  For  more  complete  information  including  management  lees  and 
the  fund's  .3%  sales  charge  and  expenses,  please  call  or  write  for  a  free  prospectus.  Read  it  carefully 
before  vou  invest  or  send  monev.  Fidelitv  Distributors  Corporation  (General  Distribution  Agent),  P.O. 
Box  660603,  Dallas,  TX  75266-0603.  >«*k. 

investments  ® 

CODE:  BW/MAG/041591 


Fidelity 


Tbkecaneof 
business. 


Affix 
your  present 
Business  Week 
mailing  label 
here 


I    |  I'm  moving,  please  change  m>  address  as  indi- 
cated below 

|    |  Please  extend  my  Business  Week  subscription  for 
one  year  at  $39.95  (In  Canada.  C$  54  95) 

|    I  I'd  like  in  become  a  subscriber  for  one  year  (51 
issues)  at  $39.95 

Name  1  please  print  I 

Address 
City 

State  Zip 

 J     \^\  Cheek  enclosed  ~~\  Hill  me  I, Her 

In  lake  care  ol  any  other  business,  call  toll-free  J  1200 

BusinessWeek 

SUBSCRIBER  SERVICE 


Mail  enure  ad  to 
Business  Week 
P.O.  Box  421 
Hightstown,  \.|  08520 
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IN  TODAY'S  MARKET... 
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Considering  the 
Health  Care  Sector? 

Select  Health  Care  •  Select  Biotechnology 

Fidelity  gives  you  access  to  growth  opportunities  in  two  dynamic  health- 
related  industries: 

Fidelity  Select  Health  Care  Portfolio  targets  drug  companies,  health  care 
deliver}  facilities  and  other  companies  offering  health  care  services  and  research. 

Fidelity  Select  Biotechnology  Portfolio  focuses  on  companies  participat- 
ing in  some  of  today's  most  exciting  medical  and  technological  developments.  As 
with  any  stock  fund,  share  prices  may  be  volatile. 

Start  investing  with  only  $1,000;  $500  for  your  IRA  or  Keogh. 


Call  24  hours  1-800-544-8888 


Fidelity  Select  Portfolios.  Fur  more  complete  information,  including 

management  fees,  expenses  and  (he  fund's  3%  sales  charge,  call  or « rue  for  a  free  pru- 
spectus  Please  read  it  carefulh  before  investing  or  sending  monej  Fidelity  Distributors 
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Since  the  merger,  operating  profit 
e  food  business  has  risen  'SO'/'  on  a 
increase  in  sales. 

les's  success  with  Kraft  General 
s  gave  him  the  edge  in  the  race  to 
ihairman's  office.  Even  though  his 
lany  was  the  one  acquired,  "Mike 
Kid'  with  Philip  Morris  from  day 
1  says  board  member  Jane  Evans, 
devotion  was  all  the  more  remark- 
considering  that  corporate  head- 
ers say  Miles  was  often  wooed  for 
•  top  jobs,  including  the  chief  execu- 
>pot  at  FUR  Nabisco.  Board  members 
leadhunters  figure  Miles  stayed  on 
jse  of  the  enormous  challenge  of 
;ing  Kraft  and  General  Foods. 
>w  that  he  does  have  the  top  job, 
;  has  an  ambitious  goal  of  increas- 
arnings  157'  to  207  a  year.  Some  of 
growth  will  come  from  Kraft  Gen- 
Foods.  "They  still  have  a  number  of 
rleveraged  brands,"  says  Donald 
y,  president  of  the  marketing  con- 
ig  firm  Landor  Associates.  Such 
brands  as  Post  cereal  and  Oscar 
ir  are  still  being  revamped.  There's 
room  for  more  cooperation  between 
t  and  General  Foods.  Last  fall,  for 


lies  remained  devoted  to 
'hilip  Morris,  even  in  the 
:e  of  tempting  offers  from 
corporate  headhunters 


iple,  the  company  ran  a  special  pro- 
5n  featuring  recipes  and  coupons 
14  of  its  Kraft  and  General  Foods 
ds. 

i  smoke.  In  the  U.  S.  tobacco  mar- 
Philip  Morris  has  entered  the  low- 
category  with  a  new  brand,  Bucks. 
5  important  is  tobacco's  growth 
seas.  With  such  coups  as  a  contract 
ip  to  the  Soviet  Union,  Philip  Morris 
•national  Inc.  is  showing  157  gains 
nit  sales.  Philip  Morris  has  about 
of  the  Japanese  cigarette  market 
is  Hong  Kong's  largest  advertiser, 
les  says  he  wants  the  same  sort  of 
national  success  in  foods,  a  goal  of 
iish  Maxwell's  as  well.  "It  clearly 
d  be  nice  to  have  the  equivalent  of  a 
Marlboros  in  the  food  business," 
Maxwell.  That's  tough  to  do:  Tastes 
iod  brands  are  notoriously  regional. 
Kraft  General  Foods  has  made 
;  steady  progress  already,  creating 
uropean  market,  for  example,  for 
idelphia  Brand  cream  cheese.  To  in- 
the  food  executives  with  the  tobac- 
ianagers'  "aggressiveness  about  be- 
a  multinational  company,"  says 
3,  he  is  combining  the  international 
ations  for  food  and  tobacco  under 
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paying  stocks  for  current 
income  and  long-term  growth 
potential.  Start  with  just  $2500, 
or  $500  for  IRAs.  Share  price 
and  return  will  vary. 


FIDELITY  GROWTH  &  INCOME  PORTFOLIO* 


$23,000 

$19,000 

$20,774 

$15,000 

$10,000 

L-  

$  9,000 

'85 


Awg. 
Annual 
Returns 

as  of 
12/31/90 
.IFE  OF  FUND 

I  15.72% 

5  YR 

15/75% 

1  YR 

90  -8.66% 


Growth  in  value  of  a  $10,000  investment  made 
12/31/85. 


1-800-544-8888 

Fidelity  \ 


I Investments  ® 

CODE:  BW/GAI/041591 
"According  to  Lipper  \nafvtical  Services  Inc.,  the  Portfolio  ranked  #  I  out  of  1 16  and  #     out  of  190  growth 
and  income  funds  for  the  S  and  1  year  periods  ending  12/31  AM),  respectively.  Returns  are  historical  and  include 
change  in  share  price,  reinvestment  of  dividends  and  the  effect  of  the  funds  2%  sales  charge.  Past  performance  is 
no  guarantee  of  future  results  and  you  may  have  a  gam  or  loss  when  y  ou  sell  shares  For  more  complete  informa- 
tion, including  charges  and  expenses,  call  or  w  rite  for  a  free  prospectus.  Read  it  carefulh  before  you  invest  or 
send  money.  Fidelity  Distrihutors  Corporation.  PO  Box  660603,  Dallas.  TX  75266-0603. 


Why  it  takes  legwork 
to  flatten  your  stomach 


You  can't  reduce 
stomach  fat  by 
exercising 
abdominal 
muscles 
alone. 

Research  has 
shown  that 

exercises  that  work  only 
the  abdominal  region 
are  not  effective.  They 
simply  don't  involve 
enough  muscle  mass  to 
burn  the  calories 
necessary  to  trim  fat. 
Instead  of 
flattening, 
they  merely 
strengthen 
underlying 
muscles,  providing  no 
reduction  in  girth,  fatfolds,  or  total 
body  fat  percentage. 

The  exclusive  NordicTrack5 
total-body  aerobic 
exerciser  is  the  most 
effective  way  to  flatten 
your  stomach. 

The  total-body  motion  involves  all  major 


body  muscles.  Which  means 
you  burn  more  body  fat  in 
less  time  than  with  any 
other  in-home  exercise 
machine.  And  while  you're  at 
it,  you're  toning  and  defining 
those  muscle  groups,  as  well.  So 
you  feel  as  good  as  you  look. 

Free  information. 

Call  or  write  us  today.  We'll 
send  you  a  free  brochure  and  video 
that  describe  how  NordicTrack  can 
flatten  your  stomach  and  make  you 
look  and  feel  your  best. 
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ordiclrack 

m  A  CML  Company 


Call  or  Write  for  a 

FREE  VIDEO 

&  Brochure 


® 


1-800-328-5888 


EXT 
143C1| 

.  □     Please  send  me  a  free  brochure 
|  □     Also  a  free  videotape  □  VMS  □  Beta 

.  Name   

J  Street  _ 
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State 


Phone  ( 
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NordicTrack,  IX-pt  =143C1 
1  il  Jonathan  Blvcl  N  C.haska,  MN  55318 
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Happily,  there  is  nothing  at  a 


Up  with  the  dawn 
on  what  appears  at 
first  as  a  flight  of 
fancy.  And  our  spirits  soar. 

Perhaps  we  should  set  you 
aright. The  lakes  in  Canadas  north, 
like  the  one  pictured  here,  are  in 
fact  water,  and  not  a  piece  of  mis- 
placed sky. 

Yes,  the  sun  does  hang  around 
for  weeks  on  end  —  in  high  season. 

No,  it's  not  spilt  red,  yellow  and 
orange  paint,  but  rather  poppies, 
azaleas  and  lichen  blooms. 

The  rush  of  falling  water,  the 
ethereal  clouds  draped  halfway  up 
a  granite  wall,  the  trophy  lake 
trout  you  just  released  —  all  real, 
all  natural,  all  right  in  front  of  you. 

Lunch,  2nd  day,  still  touring  the 
back  of  our  guide  s  hand.  Some 
hand!  But  feel  we  're  representing 
the  over  the  hill  club  commendably. 

The  mountains  here  wear  the 
forest  like  a  favourite  old  sweater  — 
though  slightly  overdressed  for  80° 
weather.  All  in  all,  comfortably 
sprawling. 

And  don't  be  surprised  if,  in 


this  land  few  have  seen,  you  bump 
into  someone  you  may  have  lost 
touch  with.  Yourself, 

It's  one  of  those 
ineffable  feelings  you 
get  when  you  happen 
upon  a  herd  of  reindeer 
as  interested  in  you  as 
you  are  in  them.  (You  11  be 
pleased  to  note  that  great  stretches 
of  this  land  are  protected  by  parks 
that  also  put  the  lifelong  residents 
at  ease.) 


Pic  of  the  day?  Zoom  lens 
eagle  circling  in  search  of  a 
thermal. 

Of  course,  roadside 
odges,  fly-in  and  out 
camps  go  without  sa 
But  our  first-class 
resorts  with  hot  tu 
saunas  and  second  helpings  m; 
more  of  your  scene. 

Nobody  up  but  the  moon.  Si 
on  the  roof  of  the  world—  dazi 
a  million  stars  in  front  of  my  e 


lal's 
re 
n 
ct, 

not 

h 


inatural  about  this  picture. 


id  the  shimmer  of  purple 
and  pink  in  the  night 
t's  the  aurora  borealis. 
re  will  tell  you  they're 
:ers.  And  it  really  is 
large.  (But  comes  free, 

3t  convinced?  We're  not 
So  let  us  leave  by  telling 
may  be  hard  to  believe  is 

:e,  wherever  your  lmagi- 

ly  take  you. 

bur. . . 


arketin 


one  executive.  Geoffrey  Bible.  Bible.  53. 
won  high  marks  for  his  management  of 
the  tobacco  unit's  overseas  expansion. 

More  acquisitions  are  clearly  an  op- 
tion. Last  fall.  Miles  spearheaded  the 
84.1  billion  purchase  of  Swiss  coffee  and 
confectionery  maker  Jacobs  Suchard. 
The  purchase  makes  Philip  Morris  a 
leading  coffee  marketer  in  Europe.  Miles 
won't  say  if  he  is  considering  another 
acquisition  soon,  but  analysts  still  specu- 
late on  other  possible  candidates,  among 


them  New  Jersey's  CPC  International 
Inc..  which  has  a  number  of  overseas 
brands  already,  and  Britain's  Cadbury 
Schweppes.  which  is  strong  in  confec- 
tionery products. 

All  of  these  plans  will  leave  Miles  lit- 
tle room  for  outside  activities.  But  that's 
the  way  he  likes  it.  Aside  from  reading 
books  on  business,  politics,  and  philoso- 
phy, an  occasional  game  of  tennis,  or  an 
evening  at  Chicago's  Lyric  Opera,  he 
spends  most  of  his  free  time  with  his 


wife  and  two  sons.  Otherwise,  says  c 
friend,  newly  named  Chairman  Bruce 
Mason  of  agency  Foote.  Cone  &  Beldii 
"His  mission  is  to  grow  the  busine 
period."  The  pursuit  of  that  goal  r 
made  Miles  the  top  marketing  man 
the  world.  Sometimes  mother  does 
know  best. 

By  Lois  Therrien  in  Chicago  and  Bn 
Hager  in  New  York,  with  Laura  Zinn  a 
Mark  Landler  in  Sew  York  and  burt 
reports 


LEO  BURNETT:  THE  AD  AGENCY  PHILIP  MORRIS  LOVES  TO  CALL  FOf 


age  of  elegance  has  become  outmode< 
Ad  agency  Wells.  Rich.  Greene  In( 
had  created  such  enigmatic  ads  as  on 
where  a  man  clad  only  in  pajama  bo' 
toms  grins  sheepishly  at  a  group  c 
women.  But  that  didn't  prevent  it 
U.  S.  market  share  from  sliding  froi 
49J  to  3.6^  in  1990.  So  Philip  Morri 
has  been  shifting  assignments  to  Bui 
nett.  The  agencies  won't  comment,  bu 
executives  at  other  shops  with  tobac 
co  accounts  predict  Burnett  wi 
soon  pick  up  the  entire  account. 

Burnett  has  helped  revive  flag 
ging  food  brands  such  as  Kraft' 
Velveeta  cheese.  And  it  is  noi 
working  to  build  the  market  shar 
of  Kraft  Real  Mayonnaise  on  th 
East  Coast,  where  it  lags  behin 
archrival  Hellman's.  Not  all  o 
Burnett's  repair  work  has  su< 
ceeded:  Despite  its  warm  ads  fo 
Miller  High  Life,  the  brand' 
share  has  continued  to  slip. 
To  be  sure,  Philip  Moms  ha 
strong  relationships  with  other  ageu 
cies.  including  J.  Walter  Thompsoi 
Co.  and  Young  &  Rubicam  Inc.  Las 
year.  Kraft  General  Foods  gave  it 
S80  million  Maxwell  House  coffee  ac 
count  back  to  agency  Ogilvy  &  Mathe 
Worldwide  Inc.  after  moving  it  to  an 
other  agency.  And  Burnett  Chairmai 
Hall  ("Cap")  Adams  Jr.  says  even  witl 
an  alumnus  in  the  top  job.  Philip  Mor 
ris  won't  necessarily  favor  his  shop  fa 
new  business:  "That  can  work  botl 
ways.  He  could  also  bend  over  back 
ward  to  be  fair  to  all  the  agencies." 

Still,  advertising  veterans  insist  tha 
Philip  Monis  has  an  affinity  for  Bur 
nett's  homespun  advertising  style 
"They  feel  Burnett  knows  how  ft 
touch  the  heartland  of  America."  says 
George  Lois,  chairman  of  Lois  GGK 
Now.  with  a  former  colleague  at  th< 
helm  of  its  mainstay  client.  Burnett's 
rivals  are  betting  that  the  lovefest  wil 
ripen  even  further. 

By  Mark  Landler  in  Xeic  York 


Forgive  some  of  New  York's  top 
ad  executives  if  they  seem  just  a 
bit  ruffled  by  the  rise  of  Michael 
Miles.  After  all.  the  new  chairman  of 
Philip  Monis  Cos.  controls  the  nation's 
largest  advertising  budget:  In  1989.  the 
company  spent  $2.07  billion  to  promote 
everything  from  Marlboro  cigarettes  to 
Velveeta  cheese.  What's  more,  he  be 
gan  his  marketing  career  at — of  all 
places — a  Chicago  ad  agency. 

From  1961  to  1971.  Miles  was  an  ac- 
count manager  at  Leo  Burnett 
Co..   the  agency  that  created 
such  marketing  icons  as  the 
Pillsbury  Doughboy  and  the  Jolly 
Green  Giant.  His  younger  son 
Christopher,  is  now  an  accoun 
executive  at  Burnett,  which  is  th 
13th-largest  U.  S.  agency,  with 
billings  of  S3.6  billion. 
mending  missteps.  While  Miles 
spent  most  of  his  time  working  on 
Procter  &  Gamble  products,  his  col- 
leagues were  crafting  the  legend- 
ary Marlboro  Man  campaign  for 
Philip  Monis'  stalwart  cigarette. 
Marlboro's  cowboy  has  since  become 
the  keystone  of  a  durable  and  lucrative 
relationship  between  Philip  Monis  and 
Burnett.  "The  company  has  a  tremen- 
dous bond  with  the  agency."  says  Joel 
D.  Weiner.  former  executive  vice-pres 
ident  for  marketing  services  at  Kraft 
General  Foods  Inc. 

Philip  Morris  entrusts  Burnett 
with  many  of  its  top  brands  besides 
Marlboro:  Merit  and  Virginia  Slims  cig- 
arettes: Velveeta  cheese:  and  Miller 
High  Life  and  Meisterbrau  beers.  The 
agency  coined  the  slogan  "You've 
Come  a  Long  Way.  Baby"  to  sell  Vir- 
ginia Slims,  and  conjures  up  warm  im- 
ages to  get  beer  drinkers  to  "Buy  That 
Man  a  Miller."  Such  work  has  led  Phil- 
ip Monis  to  assign  Burnett  a  stunning 
$700  million  in  media  billings. 

Lately,  that  bond  has  become  even 
tighter.  In  the  last  year  alone.  Philip 
Monis  awarded  the  agencv  $105  mil- 


lion worth  of  new  accounts,  including 
Kraft  Real  Mayonnaise.  Bucks  ciga- 
rettes, and  Miller  Lite.  More  important 
than  the  money  is  the  message:  Of  its 
dozen  ad  agencies.  Leo  Burnett  has  be- 
come the  shop  that  Philip  Monis  calls 
on  to  fix  its  marketing  missteps. 

Take  Miller  Lite.  While  still  the  na- 
tion's second-best-selling  beer,  the 
brand's  growth  has  slowed  as  the  aver- 


MARLBORO  TO  MILLER: 
KEYSTONE  AD  ACCOUNTS 


age  age  of  its  drinkers  has  increased. 
So  Philip  Monis  pulled  the  $70  million 
account  from  longtime  agency  Backer 
Spielvogel  Bates  Worldwide  Inc.  and 
assigned  it  to  Burnett.  The  agency  had 
been  sketching  proposals  for  Lite  ads 
even  while  Backer  had  the  account. 

The  same  with  Benson  &  Hedges 
cigarettes.  As  smoking  becomes  more 
of  a  downscale  habit,  the  brand's  im- 
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for  $3. 


The  first  ever  Official  Traveller's 
Guide  to  Canada  is  available  now. 

This  guide  gives  you  everything  you 
want  to  know.  Cities.  Tours.  Outdoor 
adventures.  Events.  Shopping.  Major 
tourist  attractions.  Plus  a  complete  listing 
of  the  toll-free  telephone  numbers  to  get 
free  literature  on  the  type  of  vacation 
you  choose. 

Just  call  1-900-773-2300  for  only  $3. 
Hear  about  fabulous  Canadian  vacation 
ideas,  plus  receive  free  this  beautiful  travel 
book  (a  $5  value) . 

Call  now  to  get  the  information  you 
need  to  plan  a  great  trip  to  Canada. 

Call  today. 

1-900-773-2300 


A  flat  $3.  charge  will  be  applied  to  your  phone  bill. 
Only  18  years  and  older  may  call. 
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1  color  and 
leave  them  with  black  and  white? 

A  lot  of  hard  work  goes  into  creating  effective  presentations.  Black  and  white 
copies  never  do  them  justice.  With  a  Canon  Color  Laser  Copier  in  your  office, 
you  get  the  worlds  best  color  copies,  and  the  ability  to  create  better  presen- 
tations bv  reducing  and  enlarging  originals,  reproducing  from  slides,  and 
making  full  -color  overhead  transparencies.  All  of  which  not  only  shows  your 
work  to  its  best  advantage,  it  enhances  your  company's  image  as  well. 
Find  out  how  affordable  it  is  to  put  a  Canon  Color  Laser  Copier 
to  work  for  you.  Simply  call  1-800-OK-C ANON.  CatlOtl  ^PfT ■ 
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200 


]W1  Canon  U  SA  .  Inc. 


The  Digital  Difference. 
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)NGRATULATIONS 
'S  A  CLONE 


v  AMD  copied  Intel's  386  chip  after  two  years  of  hard  labor 


siders  at  Advanced  Micro  Devices 
ic.  have  known  since  last  summer 
lat  Intel  Corp.'s  monopoly  in  386 
,  the  world's  best-selling  micro- 
sssor,  was  over.  The  break  came  on 
10.  That's  when  AMD's  hush-hush 
;n  team,  dubbed  the  Cave  Dwellers 
ise  they  labored  in  a  windowless 
atory  nicknamed  The  Cave,  rushed 

0  revel  under  the  Texas  sun.  Their 
ieting  chip,  which  was  formally  un- 

1  in  late  March  as  the  AM386,  had 
id  its  initial  tests  with  flying  colors, 
e  news  was  flashed  to  W.  J.  Sand- 
II,  chief  executive  of  the  Sunnyvale 
*.)  chipmaker.  He  tracked  the  cele- 
ng  engineers  to  the  Salt  Lick,  a  bar- 
3  joint  in  the  Texas  hill  country 

of  Dripping  Springs,  25  miles  from 
s  Austin  plant.  Summoned  to  the 
e,  team  leader  A.  Benjamin  Oliver 
Sanders'  tongue-in-cheek  congratula- 
:  "What  the  hell  are  you  doing  out 
;ing  beer  at  2  p.m.  on  a  Friday?" 
ampagne  would  have  been  more  fit- 

The  story  of  the  AM386  is  one  of 
ng  extremely  tough  odds  to  clone 
's   hottest  product.   Even  among 


AMD's  engineers,  "only  Ben  thought  it 
was  feasible,"  says  Geoffrey  R.  Tate,  a 
former  AMD  executive  vice-president  who 
now  heads  a  semiconductor  startup.  In- 
deed, pulling  it  off  took  two  years.  But 
now,  Sanders  is  betting  that  his  386 
clone,  which  is  faster  and  consumes  less 
power  than  Intel's  best  design,  will  rake 
in  revenues  of  some  $100  million  in  its 
first  full  year.  That  should  go  a  long 
way  toward  returning  the  company  to 
profitability  after  four  losses  in  the  past 
six  years,  including  a  $53.6  million  deficit 
in  1990  on  sales  of  $1.1  billion. 
into  the  breach.  The  tale  of  the  new 
chip  dates  to  1982,  when  AMD  won  a 
license  as  a  "second  source"  of  Intel  mi- 
croprocessors. But  the  smaller  company 
ultimately  ran  past  Intel:  It  has  52$  of 
total  sales  for  the  286  chip  Intel  devel- 
oped, to  Intel's  33%.  So  in  1987,  as  the 
microprocessor  king  readied  its  new  386, 
it  had  second  thoughts.  Intel  decided  not 
to  license  the  386  or  any  subsequent  de- 
sign for  the  "brains"  of  IBM-type  person- 
al computers.  AMD  sued  to  force  Intel  to 
reverse  that  stance,  a  legal  contest  that 
continues  today.  Without  a  386  entry, 


AMD  knew  it  was  destined  for  trouble:  A 
new  generation  of  microprocessors  ap- 
pears every  three  years  or  so,  and  the 
286  would  be  slipping  by  the  early  1990s. 

To  hedge  against  losing  the  court  bat- 
tle, AMD  looked  for  a  fallback.  Tate  opt- 
ed for  a  clone,  and  he  drafted  Oliver, 
who  was  then  36,  to  create  it.  Oliver  had 
joined  AMD  in  1985  after  nine  years  of 
designing  chips  for  Texas  Instruments 
Inc.  Having  seen  Tl's  calculators  evolve 
into  shirt-pocket  portables,  he  decided  to 
tailor  his  PC  chip  for  the  then-nascent 
portable  computer  market.  By  February, 
1989,  he  had  assembled  a  dozen  engi- 
neers who  were  willing  to  reinvent  the 
386.  That  was  crucial,  notes  Oliver,  be- 
cause many  chip  designers  have  egos 
too  big  to  be  satisfied  by  copycat  work. 
AMD  clamped  a  lid  on  the  project,  worry- 
ing that  if  Intel  found  out,  there  would 
be  no  chance  ever  to  win  a  386  license. 
Thus  was  born  The  Cave. 

AMD  did  have  one  edge:  A  1976  cross- 
licensing  deal  that  gives  it  access  to  In- 
tel's patents.  This  meant  the  team  could 
risk  a  "reverse-engineering"  approach — 
taking  the  Intel  design  apart  bit  by  bit. 
The  half-dozen  other  companies  trying 
to  build  a  386  clone — including  Chips  & 
Technologies,  Cyrix,  Meridian  Semicon- 
ductor, and  NexGen  Microsystems — 
worry  about  inadvertently  violating  In- 
tel's patents.  So,  they're  trying  to  create 
chips  from  scratch,  borrowing  only  pub- 
licly divulged  specifications. 
chip  shots.  To  start,  the  Cave  Dwellers 
"shaved"  an  Intel  chip,  whittling  off 
successive  layers  just  a  few  atoms  thick. 
Each  slice  would  reveal  new  details  of 
the  386's  intricate  circuitry,  which  con- 
sists of  tiny  wires  linking  275,000  tran- 
sistors stacked  in  several  tiers.  As  each 
layer  came  off,  the  team  snapped  photos 
of  every  square  millimeter  through  a 
1,000-power  microscope.  During  several 
months  in  1989,  a  local  supermarket  took 
in  tens  of  thousands  of  dollars  for  devel- 
oping these  photos. 

By  studying  mosaics  of  photos,  the 
engineers  plotted  the  location  of  all 
275,000  transistors  and  traced  the  gossa- 
mer web  of  connections  among  them. 
Then,  two  teams  independently  recreat- 
ed the  circuitry  on  computer-aided  engi- 
neering systems.  During  this  tedious 
process,  a  computer  continually  com- 
pared the  two  versions,  catching  hun- 
dreds of  errors.  When  a  simulation  of 
the  new  chip's  final  design  was  tested, 
several  more  glitches  turned  up — identi- 
cal mistakes  made  by  both  teams. 

Meanwhile,  other  engineers  were 
hunting  for  ways  to  improve  on  Intel's 
original  design.  They  moved  transistors 
that  exchange  signals  frequently  closer 
to  each  other.  They  also  spotted  short- 
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AMD'S  PROBLEM 

Intel  Corp.  licensed  the  design  of  its  286 
chip  to  AMD,  but  not  its  386-with  serious 
consequences  for  the  smaller  company 

CLASS  OF 
CHIP 

PEAK  SALES 

AMD'  SHARE 

286 

$150  million 
1990 

52% 

386 

$1.1  billion" 
1991 

5%  TO  7%" 

(386  done) 

'Advanced  Micro  Devices  Inc. 

DATA:  INSTATING 

"Projected 

I 


cuts  Intel  had  taken  to  save  transistors; 
by  adding  6.000  and  using  different  tech- 
nology, their  design  draws  less  power 
and  "remembers"  even  when  the  power 
is  turned  off.  AMD's  design  also  runs 
faster,  processing  signals  40  million 
times  a  second  (40  megahertz),  vs.  In- 
tel's fastest  '•heartbeat"  of  33  Mhz. 
up  and  running.  Last  July  30,  AMD  be- 
gan building  a  few  prototype  chips.  Just 
11  days  later,  Oliver  plugged  one  into  a 
PC  in  place  of  an  Intel  386,  crossed  his 
fingers,  turned  on  the  computer — and 
started  running  programs.  Although  it 
was  three  months  ahead  of  schedule,  the 
chip  performed  without  a  hitch. 

Can  AMD  capture  a  profitable  chunk  of 
Intel's  business?  Intel  Vice-President 
Paul  S.  Otellini  isn't  ready  to  concede 
that  the  chips  are  100$  compatible,  de- 
spite months  of  testing  by  AMD.  poten- 
tial customers,  and  independent  labs.  He 
notes  that  months  after  Intel's  own  386 
was  first  shipped,  a  flaw  was  found.  Be- 
yond that,  Intel  has  already  introduced 
its  own  power-saving  version  of  the  386 
for  portables,  though  it  is  slower  than 
AMD's.  And  on  Apr.  22,  Intel  plans  to 
unveil  a  low-cost  version  of  its  latest  and 
most  powerful  486  chip,  according  to  .Mi- 
chael Slater,  editor  of  Microprocessor 


Report.  A  cheap  486  could  touch  off  a 
price  war  in  the  386  market,  he  adds, 
and  pare  profits  to  the  bone. 

Even  so,  Sanders  is  counting  on  the 
brisk  laptop  market  to  lap  up  the 
AM386.  He  predicts  that  the  chip  will 
dominate  the  portable  PC  market — and 
that  within  a  year,  all  top  20  PC  makers 
will  be  using  it.  That  remains  to  be  seen. 
Executives  at  Japan's  leading  laptop 
makers  express  reservations.  And  Kazu- 
hiko  Xishi.  president  of  Ascii,  Japan's 
largest  PC  software  company,  declares 
that  "no  Japanese  company  will  go  with 


the  AMD  chip."  Still,  he  concedes,  Kore;; 
and  Taiwanese  companies  probably  wifl 
And  in  the  U.  S.,  two  computer  comp 
nies  plan  to  ship  desktops  with  AMI 
chip  this  summer. 

In  the  meantime,  AMD  faces  more  1 
gal  challenges.  It  claims  that  its  crosi 
license  agreement  with  Intel  gives  it  tljj 
right  to  use  the  software,  called  micrl 
code,  that  Intel  builds  into  its  chips.  Ail 
crocode  is  what  lets  a  microprocess 
"understand"  programs  such  as  sprea 
sheets.  Intel  has  sued,  charging  th 
AMD  can  use  this  microcode  only  int( 
nally,  not  resell  it  in  chips  beyond  tl 
286.  That  case  should  go  to  trial  th 
summer.  If  AMD  loses,  Oliver  hints, 
may  reverse-engineer  the  microcode,  to 
"We'll  do  whatever  it  takes  to  stay 
this  business,"  he  adds. 

Of  course,  the  lifespan  of  the  386,  lil 
the  286,  won't  be  very  long.  That  pro 
uct  will  be  running  out  of  steam  by  199 
Can  AMD  really  expect  to  clone  the  486, 
chip  with  1.2  million  transistors?  "Wl 
not?"  asks  Oliver,  confident  as  ever.  H 
Cave  Dwellers — now  tripled  in  numbe 
to  about  40 — are  back  in  their  lair.  Ai 
they're  busy  taping  together  lots  of  ne 
pictures. 

By  Richard  Brandt  in  Austin,  Tt 
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Vhen  You've  Seen  One  Radisson, 

You've  Seen  One: 


)k  Radisson  Lalitha  Palace  Hotel,  Mysore,  India 


Once  a  Maharajah's  humble  domicile,  India's 
10k  Lalitha  Palace  Hotel  is  just  one  of  over  250 
iisson  hotels  where  the  guests  are  treated  like, 
1,  royalty. 

From  India  to  Indianapolis,  Radissons  have 
300  comfortable  rooms,  each  as  individual  as 
people  who  stay  in  them.  And  every  Radisson 


shares  a  refreshing  Yes  I  Can'"  attitude  you  won't 
find  at  a  big,  impersonal  hotel.  (Plus,  you  earn 
free  bonus  miles  on  Northwest,  Continental, 
USAir  or  Air  Canada  whenever  you  check  in.) 

So  the  next  time  you're  going  to  Mysore, 
Minneapolis  or  any  place  in  between— why  get 
a  room  when  you  can  get  a  Radisson? 


^/hy  get  a  room  when  you  can  get  a  Radisson? 


reservations 


800-333-3333  gets  you  every  single  Radisson  around  the  world,  including 

ing  hotels  in  San  Francisco,  Tucson,  Denver,  Fargo,  Adanta,  Orlando,  Richmond,  Wilmington,  Chicago  and 
^do.  Or  call  your  travel  professional. 


Li 


evelopments  to  Watc 


FOUND:  THE  CHEMICAL  KEYS 

TO  THAT  BIG  BEN  IN  YOUR  BRAIN 

Anyone  suffering 
from  jet  lag  after 
traveling  across  time 
zones  can  attest  to  the 
disruptions  in  the  body's 
biological  clock.  Re- 
searchers led  by  neuro- 
scientist  H.  Elliott  Al- 
bers  of  Georgia  State 
University  have  identi- 
fied three  substances  in 
the  brain  that  set  this 
clock  and  regulate  the 
sleep-wake  cycle. 

  The  scientists  found 

that  peak  production  of  two  of  these  so-called  neurotransmit- 
ters occurs  at  night:  the  third  is  at  its  highest  level  during  the 
day.  The  researchers  also  found  that  injecting  the  chemicals 
into  a  rat's  brain  at  the  time  it  normally  woke  up  altered  its 
biological  clock,  causing  the  animal  to  delay  its  daily  exer- 
cise— running  on  a  wheel  in  its  cage — by  an  hour  and  a  half. 

For  those  in  the  human  rat  race,  the  findings  may  eventual- 
ly lead  to  new  drug  treatments.  That  could  mean  help  for 
sleep  disorders,  jet  lag — even  manic  depression  and  some 
kinds  of  memory  loss.  A  faulty  biological  clock  is  implicated  in 
all  these  problems.  Albers  notes. 


PLASTIC  CAN  BE  JUST  AS  STRONG 
THE  SECOND  TIME  AROUND 


Recycling  plastics  is  one  way  to  keep  landfills  from  over- 
flowing, but  the  technology  is  still  primitive.  Most  meth- 
ods merely  chop  up  plastics,  rather  than  break  them  down  into 
their  molecular  building  blocks,  called  monomers.  The  few 
processes  that  do  turn  plastics  back  into  monomers  work  on 
only  one  kind  at  a  time.  As  a  result,  recycled  plastics  are  used 
mainly  as  fillers,  making  up  no  more  than  about  1(T<  of  the 
volume  of  new  plastic  materials,  so  that  they  don't  compro- 
mise strength  and  other  key  properties,  says  Mark  Paisley,  a 
project  manager  at  Battelle  Memorial  Institute. 

Paisley's  group  has  a  better  way.  Mixed,  chopped-up  plastics 
are  put  into  a  reactor  and  processed  so  that  they  come  out  as  a 
gas  stream  made  up  of  the  different  kinds  of  monomers. 
These  are  separated  and  recombined  to  form  new  plastics  that 
can  be  made  of  100f<  recycled  material  without  loss  of 
strength  or  quality.  So  far.  the  process  works  in  an  experi- 
ment that  handles  about  20  pounds  of  plastics  an  hour.  Bat- 
telle is  looking  for  a  development  paitner  to  help  scale  up  the 
process. 

A  COUSIN  OF  VALIUM 
MAY  BE  AN  AIDS  FIGHTER 

Although  AZT  is  the  only  drug  approved  to  treat  AIDS,  it  is 
just  a  temporary  roadblock  to  the  deadly  disease,  not  a 
1  cure.  That's  why  companies  are  searching  for  better  drugs. 
And  the  effort  seems  to  be  paying  off.  Scientists  are  eagerly 
investigating  compounds  related  to  diazepam,  or  Valium.  Like 
azt.  these  drugs — but  not  Valium  itself — incapacitate  the  vi- 
rus' mechanism  for  replicating  itself.  They  do  this  in  a  some 


what  different  way  from  azt.  suggesting  that  they  offer  afl 
tional  ammunition  for  fighting  the  disease. 

Merck.  Upjohn.  Hoffmann-La  Roche.  Germany's  Boehrinji 
Ingelheim  Pharmaceuticals,  and  Janssen  Pharmaceutica  in  j 
cataway.  N.  J.,  are  all  racing  to  test  the  new  drugs.  Jansset 
fact,  has  already  begun  clinical  trials.  And  Hoffma 
Roche  has  just  announced  that  it  is  studying  a  further 
pam  derivative,  which  blocks  another  gene  important  to 
reproduction  of  the  virus.  These  drugs  appear  to  work 
only  hiv.  rather  than  interfering  with  other  crucial  biocher 
reactions.  "The  findings  may  or  may  not  hold  up,"  says  J<| 
J.  McGowan.  who  coordinates  aids  drug  research  for  the 
tional  Institutes  of  Health.  "But  there's  a  lot  of  exciteml 
about  these  drugs." 


CHANCES  ARE  THAT  CHIP  WAS  MADE 
ON  JAPANESE  GEAR 


According  to  a  new  study.  Japanese  suppliers  extern 
their  dominance  of  the  world  market  for  semiconduc  F 
production  equipment,  the  esoteric  gear  needed  to  make  I 
silicon  chips  that  form  the  bedrock  of  the  computer  and  el 
tronics  industries.  At  the  end  of  last  year,  reports  mar! 
watcher  VLSI  Research  Inc..  Japanese  companies  held  four  - 
the  top  five  positions.  That's  a  dramatic  reversal  from  just  f  - 
years  ago.  when  U.  S.  companies  dominated  the  industry. 

The  sole  surviving  U.  S.  company  in  the  top  five  is  Calif 
nia's  Applied  Materials  Inc..  which  holds  third  place.  Tol 
Electron  Ltd..  with  $706  million  in  sales  in  1990.  is  the  top  d 
with  Nikon.  Advantest.  and  Canon  ranking  second,  fourth,  a  ; 
fifth,  respectively.  Together,  these  Japanese  suppliers  cont 
nearly  one-quarter  of  the  S9.6  billion  market  for  chipmaki  - 
equipment.  In  1987.  alarmed  by  their  growing  dependency  i: 
Japanese  equipment.  U.S.  chipmakers — with  Defense  De  [" 
funding — formed  Sematech.  the  chipmaking-technology  ct 
sortium  in  Austin.  Tex.  But  as  the  new  rankings  show.  Am* 
ca's  slide  in  this  kev  business  won't  be  arrested  soon. 


A  WASHDAY  MIRACLE 

THAT  GOES  EASY  ON  THE  WATER 


The  age-old  formula 
for  washing  clothes 
is  as  simple  as  it  is 
wasteful:  Take  gallons 
of  water,  add  soap,  and 
scrub  vigorously.  The 
same  recipe  applies 
whether  the  washing  is 
done  on  a  riverbank,  a 
washboard,  or  in  a  May- 
tag. Now.  researchers  at 
Aithur  D.  Little  Inc.  in 
Cambridge.  Mass..  have 
come  up  with  a  radically 
new  washer  that  may  be 
a  boon  to  water-strapped  regions  such  as  the  West  Coast,  f  - 

The  washer-dryer  was  designed  for  NASA's  Space  Stai 
Freedom,  where  water,  power,  and  living  space  will  be  at 
premium.  The  vibration-free  machine  is  one-quarter  the  size 
ordinary  washers,  uses  an  enzyme-based  cleaner,  and  col? 
sumes  20cf  less  power  and  S0rc  less  water  per  pound  >r 
clothes.  The  prototype  has  worked  so  well  that  Peter  E.  Gl 
ser,  ADL's  vice-president  for  space  operations,  believes  eart 
bound  appliance  makers  may  be  interested.  With  any  luck,  ti 
laundromat  of  the  future  mav  be  a  conservationist's  dream 
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HERE  SUN  MEANS  TO  BE 
BIGGER  FIREBALL 


selling  workstations  to  business  now — but  it  faces  tough  rivals 


Lflfhen  Northwest  Airlines  Inc. 

MV  acquired  Republic  Airlines 

w  Inc.  in  1986,  it  bought  a  big 
che.  Northwest  had  to  track  reve- 
rom  nearly  twice  as  many  tickets 
tuldn't  afford  new  mainframe  com- 
;  to  automate  the  process.  Finally, 
impany  settled  on  a  better  alterna- 
.  network  of  600  souped-up  desktop 
iters  from  Sun  Microsystems  Inc. 
the  workstations,  the  airline  can 
latically  analyze  ev- 
:ket  for  proper  pric- 
stead  of  just  check- 
)%,  as  it  had  in  the 

That  capability, 

lets  Northwest  bill 

agents  for  every 
■priced  ticket,  will 
>ay  for  the  recently 
leted  multimillion- 
Sun  network  in  just 

months,  the  airline  J 

rkstations  aren't 
or  the  folks  in  engi- 
ig  or  programming 
are.  Dozens  of  busi- 
s  are  finding  out 

Northwest  discov- 
They  often  can  do 

for  less  with  net- 
i  of  workstations  than 

giant  mainframes. 

workstations  are  sur- 
g  everywhere,  from 
lart  Stores  Inc.  to  Chi- 
>  Bureau  of  Parking, 
e  are  very  few  applica- 
you  can't  use  workstations  for," 
ves  Thomas  G.  Grudnowski,  the 
ir  Andersen  &  Co.  consultant  who 
I  Northwest  come  up  with  its  Sun 
»rk. 

A  vacuum.'  Indeed,  the  new  push 
general-business  computing  is  one 
n  why  workstation  sales  continue 
)and  faster  than  sales  of  PCs,  main- 
is,  or  minicomputers.  Although  a 
ish  economy  slowed  workstation 
;h  to  21%  last  year  from  1989's  tor- 
1%  rate,  market  researcher  Data- 
Inc.  expects  sales  to  increase  24% 
/ear,  to  $9.2  billion.  The  fastest- 
ng  part  of  the  market  will  be  cus- 


tomers outside  engineering,  program- 
ming, and  technical  departments.  These 
commercial  buyers  are  expected  to  buy 
$920  million  worth  of  workstations  this 
year — nearly  50%  more  than  in  1990 
(chart).  "We're  getting  sucked  into  the 
commercial  marketplace  like  air  into  a 
vacuum,"  crows  Sun  Chief  Executive 
Scott  G.  McNealy. 

Sun,  the  market's  biggest  player,  has 
the  most  to  gain  from  the  expansion.  In 


TRAFFIC  COP: 
CHICAGO  UPPED 
PARKING-TICKET 
COLLECTIONS  TO 
$40  MILLION 
FROM  $34 
MILLION  USING 
A  SUN  SYSTEM 

just  nine  years,  the  company,  based  in 
Mountain  View,  Calif.,  has  mushroomed 
to  $2.5  billion  in  annual  revenues.  It  has 
29%  of  the  market  and,  because  it  was 
an  industry  pioneer,  has  established 
strong  relations  with  the  most  sought- 
after  customers  and  the  most  important 
software  developers. 

But  the  move  into  the  broader,  com- 
mercial computing  market  pits  Sun 
against  bigger  computer  makers — on 
their  home  turf,  not  Sun's.  One  sign  of 
that:  When  IBM  brought  out  its  RS/6000 
workstations  last  year,  it  took  just  six 
months  to  sell  $1  billion  worth  of  the 
machines,  and  it  says  34%'  of  the  sales 


were  to  commercial  customers,  com- 
pared with  307'  for  Sun  workstations. 
And  PC  hotshot  Compaq  Computer  Corp. 
is  getting  ready  to  jump  into  worksta- 
tions, undoubtedly  with  an  emphasis  on 
the  commercial  portion  of  the  market. 
Says  Alex.  Brown  &  Sons  Inc.  analyst 
Mark  D.  Stahlman:  "Workstations  in  the 
commercial  world  are  the  big  brass  ring 
for  the  early  1990s." 

It's  easy  to  see  why  the  computer  in- 
dustry's heavy  hitters  are  fighting  Sun 
for  a  chunk  of  the  workstation  business. 
When  a  business  customer  buys  a  work- 
station, it  usually  means  that  IBM,  HP, 
Compaq,  or  DEC  lost  the  sale  of  another 
type  of  machine,  most  often  to  Sun.  A 
recent  Prudential  Securities  Inc.  survey 
of  workstation  buyers  showed  that  547 
of  them  were  replacing  minicomputers, 
227  were  scrapping  mainframes  in  favor 
of  desktops,  and  247  were  upgrading 
from  PCs.  The  shift  is  painful.  When  IBM 
revealed  on  Mar.  19  that 
its  first-quarter  earnings 
would  come  in  well  below 
expectations,  it  blamed 
the  shortfall  on  poor  sales 
of  all  its  computers — ex- 
cept workstations. 
headstart.  Still,  to  con- 
quer the  commercial  mar- 
ket, workstation  makers, 
— even  Sun — have  some 
spadework  to  do.  For  one 
thing,  they  have  to  per- 
suade software  develop- 
ers to  write  programs  for 
their  machines  that  will 
appeal  to  commercial  buy- 
ers. Sun  already  has  a 
headstart:  WordPerfect 
Corp.  and  Lotus  Develop- 
ment Corp.,  for  instance, 
have  converted  their  popular  PC  pack- 
ages to  run  on  Sun  workstations.  Sun's 
momentum  in  software  could  make  it 
tough  for  rivals  such  as  Hewlett- 
Packard  Co.  to  grab  attention  from  top 
developers. 

Software  isn't  the  only  challenge.  Sun 
and  its  workstation  rivals  also  have  to 
find  a  way  to  get  their  machines  out  of 
the  warehouse  and  into  offices.  On  the 
one  hand,  workstations  are  not  simple 
enough  for  Compaq's  legions  of  comput- 
er dealers  to  sell  effectively.  But  work- 
stations also  don't  carry  the  fat  gross 
margins  needed  to  pay  for  a  big  corpo- 
rate sales  force,  such  as  the  one  that  IBM 
maintains. 

After  years  of  tinkering  with  the 
problem,  Sun  has  come  up  with  a  solu- 
tion that's  somewhere  in  the  middle.  It 
still  sells  most  of  its  workstations  and 
networks  to  big  customers  through  its 
1,000-person  sales  force.  And  nearly  half 
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of  its  sales  are  made  by  "value-added 
resellers,"  which  package  specialized 
software  with  Sun  machines.  But  many 
commercial  buyers  prefer  to  purchase 
products  through  computer  dealers,  with 
whom  they  have  dealt  for  years.  So  last 
July.  Sun  handpicked  200  dealers  from 
three  retail  chains  and  trained  them  to 
sell  workstations.  Other  workstation 
makers  will  likely  follow  the  model:  Ste- 
ven P.  Jobs's  XeXT  Computer  Inc..  for 
instance,  is  busy  recruiting  100  dealers 
to  sell  its  workstations  (box). 
great  communicators.  Developing  an 
effective,  independent  reseller  channel 
for  workstations  may  take  years.  Sun 
says  it  will  sell  only  $30  million  worth  of 
its  machines  through  dealers  in  the  year 
ending  June  30.  In  the  meantime,  there's 
plenty  of  demand  to  keep  the  market 
growing.  Corporate  America  can't  seem 
to  get  enough  of  workstations,  especial- 
ly for  jobs  that  require  quick  handling  of 
lots  of  information  from  several  sources. 
Workstations  can  do  that  because  their 
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reduced  instruction-set  computing  (RISC) 
chips  make  them  far  faster  than  PCs, 
especially  for  graphics.  And  the  Unix 
operating-system  software,  which  virtu- 
ally all  workstations  use  in  one  form  or 
another,  is  designed  to  perform  several 
tasks  on-screen  at  once.  Unix  also  lets 


IS  NEXT  FINALLY  ZEROING  IN 
ON  THE  RIGHT  TARGET? 


Steven  P.  Jobs  sure  has  changed. 
For  starters,  Silicon  Valley's 
most-eligible  bachelor  got  mar- 
ried on  Mar.  18.  And  the  NeXT  chief 
executive,  equally  famous  for  his  pride 
as  for  his  technical  smarts,  has  been 
admitting  lately  that  he  has  made  some 
mistakes  with  NeXT  Computer  Inc.. 
his  six-year-old  startup. 

"We  were  actually  pretty  lost  in 
terms  of  who  we  were  as  a  company 
until  six  or  seven  months  ago,"  Jobs 
says.  Indeed,  last  year,  NeXT  sold  just 
11,000  workstations,  grabbing  a  mere 
2.9'(  of  the  market,  estimates  mar 
ket  researcher  International  JLfo 
Data  Corp.  The  problem,  Jobs 
admits,  was  that  it  took  his 
company  too  long  to  come  up 
with  the  right  mix  of  technol- 
ogy, distribution,  and  marketing. 

Now,  Jobs  says,  he's  got  it  right. 
This  month,  he  has  been  briefing  ana- 
lysts about  a  new  marketing  plan  that 
adds  commercial  computing  customers 
to  his  target  markets  of  university  stu- 
dents and  software  developers.  The 
move  follows  last  fall's  revamp  of  the 
XeXT  computers.  Then,  the  company 
added  more  power  to  the  machines  and 
slashed  prices  on  some  nearly  in  half, 
to  $5,000. 

To  reach  commercial  customers, 
NeXT  has  doubled  its  sales  force  to 
150  people.  And  by  the  end  of  1991, 


Jobs  plans  to  enlist  100  "value-added 
resellers"  and  100  dealers  across  the 
U.  S.  They  will  supplement  sales  by  the 
Businessland  Inc.  chain,  which  lost  its 
exclusive  deal  to  sell  NeXT  worksta- 
tions last  fall  after  it  failed  to  push  the 
machines  aggressively  enough. 
revamped.  But  NeXT  faces  impressive 
competition  in  the  commercial  worksta- 
tion arena  from  Sun  Microsystems, 
Hewlett-Packard,  IBM.  and  Digital 
Equipment.  Together,  these  companies 
already  own  80rr  of  the  market,  and 
they  have  far  more  influence  with  cor- 
porate buyers  than  NeXT. 

Jobs  claims  his  technological 
revamping  has  already  paid  off. 

He  says  the  privately  held 
company  sold  8,000  machines 
during  this  year's  first  quarter. 
Most  analysts  now  figure  NeXT's 
sales  could  reach  36,000  units  in  1991. 

The  handful  of  commercial  buyers 
who  have  already  bought  NeXT  ma- 
chines say  they're  impressed,  especial- 
ly by  its  "user-friendly"  software. 
"You  can't  put  a  box  on  someone's 
desk  that  they'll  like  more  than  the 
NeXT,"  says  Hadar  Pedhazur,  equities 
technology  manager  at  UBS  Securities 
Inc.,  which  owns  14  NeXT  worksta- 
tions. Now.  all  the  newlywed  Jobs  has 
to  do  is  court  several  thousand  more 
corporate  sweethearts. 
By  Barbara  Buell  in  Redwood  City,  Calif. 


workstations  easily  communicate  on 
network,  even  with  machines  made 
different  manufacturers.  And  wh 
there  are  still  several  types  of  Ur 
there's  a  growing  array  of  mainfrar 
and  minicomputer-level  software  tl 
will  run  on  the  operating  system. 

Wall  Street  was  the  first  nontechni 
industry  to  catch  on  to  workstatio 
Most  big  trading  houses  now  use  th< 
on  the  trading  floors  and  in  the  b£ 
room  to  perform  complex  analyses 
investments  and  market  data.  Other 
dustries  are  quickly  following  si 
American  Airlines  Inc.  recently  mov 
its  crew-scheduling  program  off  an  I 
mainframe  and  onto  a  network  of  wo 
stations  from  mips  Computer  Syste 
Inc.  It  lets  American  schedule  its  25,t 
crew  members  in  six  hours,  a  job  tl 
used  to  take  24.  The  airline  says  tl 
over  five  years,  using  the  mips  setup  v 
save  it  $8  million.  Now,  American  is  g 
ting  set  to  add  a  larger  workstation  n 
work  for  flight  scheduling,  says  Thorn 
M.  Cook,  president  of  the  airline's  ope> 
tions-research  subsidiary. 
SCOFFLAW  sleuth.  Even  government! 
getting  in  on  the  workstation  act.  Chi<j 
go  boosted  its  parking-ticket  reven- 
from  $34  million  in  1989  to  $40  million 
1990   by   using   Sun  workstations 
streamline  collections.  Now.  work© 
handle  digitized  images  of  the  ticke 
not  pieces  of  paper.  As  a  result,  a  pai 
ing  violation  can  be  processed  in  thr 
days,  instead  of  the  three  months 
sometimes  used  to  take. 

As  prices  come  down,  other  big  co: 
mercial  buyers  are  expected  to  join  the 
pioneers.  And  prices  are  falling  fast: 
the  past  year  or  so,  Sun,  DEC,  HP  ai 
NeXT  have  all  introduced  workstatio 
priced  under  $5,000.  That's  less  th; 
some  PC  makers  charge  for  their  spee< 
est  machines,  which  can't  match  wor 
station  performance.  "The  most  intere 
in  Sun  is  coming  from  PC  users  wl 
have  run  out  of  power,"  says  Stephen 
Basile.  engineering  service  manag 
with  ERI  Inc.,  a  commercial  reseller 
both  PCs  and  workstations  based 
Hauppauge,  N.  Y. 

Workstations  aren't  about  to  blow  ol 
er  types  of  computers  off  the  trac 
Even  at  $9.2  billion,  they're  a  fraction 
the  PC  industry  and  far  smaller  thj 
mainframes  and  minis.  But  interest 
workstations  by  commercial  custome 
means  that  IBM,  Compaq,  and  the  re 
are  going  to  make  sure  that  Sun  has  i 
work  hard  to  keep  its  No.  1  spot.  Indee 
even  though  ceo  McNealy  likes  to  boa. 
that  "the  world  is  our  oyster."  with  a 
those  rivals  taking  him  on,  it  looks  as 
the  pearl  inside  is  very  much  up  ft 
grabs. 

By  Robert  D.  Hofin  Mountain  View.  Cal 
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INTERNATIONAL 

EXPERTS 

When  it  comes  to  overseas  investing,  nobody  offers  more  than  T.  Rowe  Price 

Investing  overseas  continues  to  hold  important  advantages.  Foreign  markets  offer 
opportunities  for  enhancing  return  potential.  And  foreign  investments  can  add  important 
balance  to  a  domestic  portfolio,  because  foreign  markets  follow  different  cycles  than  U.S. 
markets.  When  you're  ready  to  benefit  from  these  advantages,  come  to  T.  Rowe  Price,  a 
pioneer  in  international  investing  with  the  knowledge  and  resources  you  need. 
Experience  and  expertise.  In  1979,  we  teamed  with  Robert  Fleming,  Holdings,  Ltd., 
a  century-old  British  investment  organization,  to  form  Rowe  Price-Fleming,  adviser  to 
our  international  funds.  Today,  Rowe  Price-Fleming  manages  over  $4  billion,  and  is 
America's  largest  manager  of  no-load  international  mutual  fund  assets.  Rowe  Price- 
Fleming  has  access  to  on-site  research  analysts  worldwide,  providing  a  distinct  advantage 
in  finding  investments  with  strong  long-term  potential  for  you.  Of  course,  international 
investing  has  special  risks,  including  currency  fluctuations. 

100%  no-load  investing.  We  offer  the  six  international  funds  described  below.  There  is 

a  S2,500  minimum  investment  per  fund 


OVERSEAS  OPPORTUNITIES 


INTERNAUONAL  STOCK  FUND,  ranked  the  #1  international 

fund  for  the  10  years  ending  12/31/90*,  invests  in  established  com- 
panies outside  the  U.S.,  mainly  in  Europe  and  the  Pacific  Basin. 


INTERN AnONAL  DISCOYTRY  FUND  aggressively  mvests 
in  stocks  of  fast -growing,  smaller  companies  in  developed  and 
emerging  foreign  markets,  primarily  in  Europe  and  the  Pacific 
Basin.  These  smaller,  often  overlooked  or  undervalued 
companies  could  offer  dynamic  growth  potential. 


NEW  ASIA  FUND  can  help  you  benefit  from  the  long-term  growth 
potential  of  the  developing  economies  m  Asia  and  the  Pacific 
Basin  outside  Japan.  It  invests  in  both  large  and  small 
companies  in  newly  industrialized  countries  in  the  area. 


EUROPEAN  STOCK  FUND  invests  m  established  European 
companies.  It  seeks  to  take  advantage  of  the  strong  performance 
of  European  markets,  opportunities  expected  from  "Europe  1992," 
and  the  potential  of  emerging  Eastern  European  economies. 


INTERNATIONAL  BOND  FUND  aggressively  seeks  high  current 
income  and,  secondarily,  capital  appreciation  from  high-quality 
foreign  government  and  corporate  bonds. 


NEW!  GLOBAL  GOVERNMENT  BOND  FUND  offers  our  most 
conservative  approach  to  worldwide  investing.  The  Fund  seeks 
high  current  income  from  government-backed  securities  in  the 
U.S.  and  abroad. 


($1,000  for  IRAs).  And  no  sales  charges. 


T.  Rowe  Price,  100  E.  Pratt  St.,  Baltimore,  MD  21202 
Please  send  a  prospectus  with  more  complete 
information,  including  management  fees  and  other 
charges  and  expenses,  for  the  fund|sl  indicated.  I  will 
read  it  carefully  before  I  invest  or  send  money. 


□  International  Stock 
1  International  Discovery 
—  New  Asia 


J  European  Stock 
~  International  Bond 
□  Global  Government 
Bond 


Name 


Address 


City/State/Zip 


IUMB012378 


Phone        □Home  EBusiness 


Call  24  hours  for  a  free  information  kit 

1-800-638-5660 


Invest  Witli  Confidenc 

T.RowePrice 


:rding  to  Lipper  Analytical  Services,  Inc.,  which  ranked  the  International  Stock  Fund  #1  of  7  international  funds  tracked  1/1/81-12/31/90.  Past  performance  cannot 
mtee  future  results.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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TRANSPORTATION  I 


HOW  HARRY  GOODMAN 
CRASHED  AND  BURNED 


The  flamboyant  travel  tycoon  fueled  Air  Europe  with  debt,  lived  it  up — and  then  lost  control 


As  a  salesman.  Harry  C.  Goodman 
had  few  equals — especially  when 
hawking  his  scrappy,  young  air- 
line. Air  Europe  Ltd.  The  ebullient  British 
travel  mogul  would  explain  how  looming 
European  airline  deregulation  promised 
open  doors  for  a  cut-rate  competitor. 
Warming  to  his  pitch,  he  told  of  plans  to 
dominate  Europe's  skies  with  a  fleet  of  140 
jets.  Never  mind  that  buying  planes  and 
building  service  cost  billions  he  didn't  have. 
"The  banks."  he  would  say,  "are  queuing 
up  to  finance  us." 

Indeed  they  were.  But  those  banks  now 
rue  the  day  they  succumbed  to  Goodman's 
siren  song.  After  several  years  of  roaring 
growth.  Air  Europe  crashed  in  a  heap  on 
Mar.  8,  grounding  its  flights  and  sticking 
creditors  with  more  than  §800  million  in 
losses.  Goodman's  package-tour  opera- 
tion— the  second-largest  in  Britain — was 
part  of  the  wreckage.  Already,  court-ap- 
pointed administrators  have  dissolved  most 
of  the  tour  operation  and  have  fired  3.500 
of  the  group's  3.750  employees.  As  for  Air 
Europe,  administrators  are  frantically 
looking  for  a  buyer  to  salvage  it. 

Behind  the  52-year-old  Goodman's  mete- 
oric rise  and  fall  is  a  cautionary  tale  of  fi- 
nancial engineering  and  alleged  personal 
deterioration.  Goodman  didn't  respond  to 


GOODMAN 
ENVISIONED  HUBS 
IN  ALL  OF  EUROPE'S 
BIG  CITIES,  BUT  HE 
PURSUED  HIS 
DREAM  BY  PILING 
DEBT  ATOP  DEBT 


phone  messages  or  requests  for  comment 
through  his  attorney.  But  interviews  with 
more  than  a  score  of  insiders  and  finan- 
ciers portray  Goodman  as  a  canny  oppor- 
tunist who  exploited  the  aircraft-finance 
craze  of  the  late  1980s  to  build  an  airline  on 
a  shoestring.  They  also  paint  a  sad  portrait 
of  a  brilliant  entrepreneur  brought  down, 
in  part,  by  what  appeared  to  be  his  own 
self-destructive  behavior. 

Goodman's  tale  begins  in  London's  hard- 
scrabble  East  End.  The  son  of  a  garment 
worker,  he  was  orphaned  at  age  14  and 
started  work  as  a  gofer  in  a  travel  agency 
two  years  later.  By  1973,  at  34,  Goodman 
had  launched  a  small  company  that  sold 
packaged  vacations,  a  popular  form  of 
travel  among  Britons.  Peter  G.  Woodward, 
a  longtime  executive  with  Goodman's  com- 
panies, recalls  working  in  a  rat-infested 
shopfront  with  10  other  employees:  "There 
were  only  seats  for  10.  so  the  last  one  in 
had  to  sit  on  the  radiator." 

Goodman's  first  break  came  in  1974, 
when  one  of  Britain's  largest  tour  opera- 
tors collapsed.  Seizing  the  opportunity,  he 
dashed  down  to  Spain's  Costa  del  Sol  and 
reserved  many  of  the  failed  company's  ho- 
tel rooms  at  a  discount.  Within  weeks. 
Goodman's  tiny  company  had  sold  thou- 
sands of  packages.  By  1979,  he  had  started 
Air  Europe  as  a  charter  airline  to  ferry  a 
growing  volume  of  customers  to  vacation 
spots. 

The  former  East  End  boy  always  had  an 
appetite  for  high  living.  Even  when  his 
company  was  struggling.  Goodman  drove  a 
company-owned  Rolls-Royce.  With  his 


shock  of  curly  hair  and  a  taste  for  part»  •. 
he  gained  a  reputation  as  the  industm- 
wild  man.  After  his  company,  dubbed  ■ 
ternational  Leisure  Group  PLC  (ILG),  wft  ■• 
public  in  1981.  Goodman  bought  a  mans  - 
outside  London  and  a  170-foot  yacht  f  •  _ 
merly  owned  by  arms  merchant  Adr  ; 
Khashoggi. 

The  problem  was  that  Goodman's  j  \ 
vate  life  was  a  mess.  He  divorced  twice  r 
fore  marrying  his  third  wife.  Rumors  - 
drug  use  were  confirmed  when  he  was  o  r 
victed  of  cocaine  possession  in  1982.  G(x  j'- 
man  later  swore  he  had  reformed  and  gi  •. 
huge  sums  to  drug  charities.  But  press 
counts  of  drug  abuse  would  continue 
dog  him. 

big  ideas.  Former  and  current  executh  j 
portray  Goodman  as  a  mercurial  idea  m  T. 
who  loved  to  take  risks.  "His  motto  seem  . . 
to  be:  'Deal  with  today;  let  tomorrow  ta  : 
care  of  itself.'  "  says  a  close  associate.  St  ,r. 
he  had  an  eye  for  opportunity.  In  1985, 1  .• 
made  S60  million  by  purchasing  London  1  ■. 
tels,  cashing  out  two  years  later.  In  ano  6 
er  well-timed  move.  Goodman  took  ILG{ ,  . 
vate  in  a  S273  million  leveraged  buyc  \ 
months  before  the  1987  stock  marl , 
crash.  He  pocketed  millions.  Lfil 
By  that  time,  though,  Goodman  was  g  •• 
ting  bored  with  simple  charters.  Hauli ., 
vacationers  to  the  popular  Costa  deM  . . 
wasn't  as  glamorous  as  the  scheduled-a . 
line  business.  Determined  to  take  on  Br. 
ish  Airways  PLC  and  other  commercial  a  . 
riers,  Goodman  started  limited  schedul . 
service  out  of  London's  Gatwick  Airport 
1985.  The  venture  took  off  in  1987,  wher 


AIR 

EUROPE'S 
BRIEF 
FLASH 
ACROSS 
THE  SKY 


Harry  Goodman 
expands  his  scrappy 
charter  line  into 
scheduled  service. 
The  goal: 
A  low-tare  airline 
to  tackle  Western 
Europe  from  London 


SCHEDULED  PASSENGERS  FROM  G 


Goodman  hatches 
idea  to  invade 
European  airports 
by  purchasing 
stakes  in  small 
airlines.  Takes  25% 
stake  in  Spain's 
Air  Europa 

W 


Orders  $400  million 
worth  of  Boeing 
jets.  Takes  parent 
International  Leisure 
Group  PLC  private 
in  a  $273  million 
leveraged  buyout 


Opens  routes  to 
Paris,  Brussels, 
Munich.  $1.4 
billion  order  for 
more  Boeing  737s 
and  757s.  Takes 
33%  stake  in 
Norway  Airlines 


Opens  routes  to 
Stockholm,  Cope 
Orders  $600  milf 
worth  of 


McDonnell-Dc 
widebodies.  Buy: 
of  German  comn 
airline  Nurenber 
Flugdienst 


DATA.  BAA  PIC  COMPANY  REPORTS 
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costly 


of  European  routes  from  Gatwick 
le  available  after  BA  swallowed  its  ri- 
ritish  Caledonian  Airways  PLC. 

content  with  flying  from  Britain, 
nan  dreamed  of  building  hubs  in  ev- 
lajor  European  capital.  Faced  with 
is  foreign  ownership  rules  that  re- 
|d  his  ability  to  expand  within  other 
ries,  however,  Goodman  bought  mi- 
stakes in  small  airlines  in  Spain, 
my,  Italy,  and  Norway.  They  were 
s  franchises  under  the  Air  Europe 

aia. 

"ortunately,  Goodman's 
is  weren't  backed  up  with 
real  money.  Air  Europe  was 
•iously  held  aloft  by  debt, 
vould  have  preferred  to  capi- 
the  company  properly,  but 
since  the  [LBO]  we  had  been 
ied  for  cash,"  recalls  Hugh 
Parry,  then  its  finance  direc- 
lat  didn't  stop  Goodman.  With 
id  for  aircraft  outstripping 
j,  jet  values  were  soaring.  By 
g  orders  for  billions  worth 
/  jets  from  Boeing,  McDonnell 
las,  and  Fokker,  Good- 
>egan  to  finance  his  expansion 
what  amounted  to  aircraft 
■es." 

e's  how  it  worked.  Rising  air- 
values  meant  that  delivered 
ere  often  worth  more  than  the 
Goodman  agreed  to  pay  for 
For  instance,  after  ILG  or- 
Boeing  757s  at  about  $42  mil- 
)iece,  the  market  price  quickly 
d  to  $50  million.  By  selling  the 
;  as  soon  as  they  arrived  to  eager 
g  companies,  Air  Europe  turned  a 
profit.  It  could  then  lease  the  planes 

fiUN.  As  the  market  heated  up,  banks 
nance  companies  were  falling  all  over 
elves  to  finance  Goodman.  In  addi- 
)  the  sale-leasebacks,  financiers  were 
villing  to  lend  ILG  part  of  the  "premi- 
)etween  the  market  value  of  an  air- 
and  its  purchase  price — before  the 
was  delivered.  They  were  confident 
>uld  pay  them  back  from  the  profits 
the  plane  arrived.  Meantime,  manu- 


facturers were  so  backed  up  that  ILG  could 
also  sell  its  positions  in  the  delivery  lineup 
for  cash.  It  was  through  such  deals,  says 
Parry,  that  the  company  raised  more  than 
$200  million  in  cash  from  1987  to  1990. 

Kinanciers  were  caught  up  in  typical 
bull-market  foolishness:  They  allowed 
Goodman  to  pile  lease  obligations  and  oth- 
er forms  of  debt  onto  an  already  overbur- 
dened company.  At  the  same  time,  the 
drive  into  scheduled  service  was  costing 
more  than  expected.  In  rapid  order,  Air  Eu- 
rope had  introduced  routes  from  London  to 
a  dozen  destinations,  including  Paris,  Brus- 


THE  GULF  WAR  SPOOKED  FLIERS- 


AND  DOOMED  THE  AIRLINE 


Air  Europe  traffic 
drops  60%  as  gulf 
war  rages.  Unable 
to  pay  debts, 
Goodman  files  for 
bankruptcy  on  Mar.  8, 
rounding  the  airline 
and  stranding 
25,000 
passengers 


sels,  and  Rome.  Lofty  marketing  costs 
combined  with  a  huge  interest  bill  to  create 
heavy  losses.  Parry  says  the  scheduled-air- 
line  business  ate  up  about  $60  million  in 
cash  in  fiscal  1989. 

Goodman  began  beating  the  bushes  in 
late  1989  for  up  to  $200  million  in  new  capi- 
tal. Investors  in  the  1987  buyout  were  look- 
ing to  cash  out,  and  Air  Europe  needed 
more  money.  An  executive  close  to  the 
talks  says  Goodman  held  discussions  with 
numerous  big  airlines,  including  American 
Airlines  Inc.  and  All  Nippon  Airways  Inc., 
about  buying  part  or  all  of  the  company. 
Later,  Goldman,  Sachs  &  Co.  tried  to  inter- 
est other  types  of  investors,  including  now- 
failed  British  conglomerate  Polly  Peck  PLC, 

Some  insiders  believe  investors  balked  at 
Goodman's  estimate  of  what  the  company 
was  worth.  It  included  a  $365  million  premi- 
um value  for  the  airplane  orders.  As  the 
aircraft  market  stalled  last  year,  that  pre- 
mium began  to  evaporate.  Then,  last  Sep- 
tember came  a  salacious  article  on  Good- 
man in  Britain's  Sunday  Mirror.  The 
paper  claimed  Goodman  had  recently  in- 
dulged in  a  10-day  orgy  of  sex  and  drugs 
involving  prostitutes  working  in  shifts  and 
vast  quantities  of  cocaine.  Goodman  told 
the  paper  it  was  "a  total  tissue  of  lies."  But 
so  far,  he  hasn't  sued,  raising  eyebrows  in 


a  country  where  successful  libel  suits  are 
common. 

Even  if  the  stories  were  false,  one  execu- 
tive believes  they  may  have  scared  off  po- 
tential investors.  And  the  lack  of  new  capi- 
tal proved  fatal  when  the  Persian  Gulf 
crisis  spiked  fuel  prices  and  led  to  a  sharp 
falloff  in  business.  By  early  this  year, 
packaged-tour  bookings  were  down  by 
more  than  70%,  while  Air  Europe's  passen- 
ger traffic  plummeted  607'.  ILG  lost  nearly 
$100  million  from  November  to  the  end  of 
January. 

"As  soon  as  I  saw  the  war  break  out  on 
CNN,  I  knew  it  was  trouble,"  says 
Peter  D.  Smith,  the  company's  long- 
time managing  director,  who  left  in 
January.  Parry  says  the  company 
was  counting  on  raising  up  to  $100 
million  by  selling  its  six  orders  for 
McDonnell-Douglas  MD-lls.  "But 
banking  confidence  disintegrated," 
he  says.  Pressured  by  fellow  direc- 
tors, Goodman  stepped  down  as 
chief  executive  in  January,  remain- 
ing as  chairman.  A  new  team  raised 
$68  million  in  fresh  equity  from  the 
major  LBO  shareholder.  But  that 
was  eaten  up  within  a  month,  and 
the  airline  collapsed. 
crash.  Curiously,  Goodman  was 
mostly  absent  from  the  scene  in  the 
final  weeks.  He  had  checked  him- 
self into  a  London  hospital  to  treat 
what  turned  out  to  be  diabetes. 
Then  another  bombshell  hit.  This 
time,  the  sensationalist  tabloid  The 
Sun  led  its  front  page  with  a  piece 
headlined  "Fallen  Hols  Boss  In  Sex 
Orgy."  Just  10  days  after  ILG  collapsed, 
the  paper  claimed,  Goodman  left  the  hospi- 
tal for  another  36-hour  fiesta  of  self-indul- 
gence. Harry  Goodman,  it  seemed,  had 
crashed  along  with  his  airline. 

The  final  toll  from  the  collapse  has  yet  to 
be  tallied.  Lloyds  Bank  PLC,  out  at  least 
$150  million,  looks  to  be  the  biggest  loser. 
Lessors  are  also  licking  their  wounds. 
"Two  years  ago,  this  company  was  very 
good,"  laments  Kazuhiko  Murasato  of  Ka- 
wasaki Leasing  (U.  K.)  Ltd.,  which  lent 
Goodman  money  against  two  757  orders. 
"It  was  a  surprise  for  us."  Some  think  the 
lenders  have  only  themselves  to  blame. 
"Had  credit  been  more  difficult  to  obtain, 
Harry  would  have  had  to  ration  his  ambi- 
tion accordingly,"  says  Paul  C.  Deighton, 
ilg's  investment  banker  at  Goldman 
Sachs. 

As  for  Harry  Goodman,  he  was  already 
hatching  plans  for  a  new  airline  from  his 
hospital  bed.  One  aircraft-leasing  executive 
says  he  recently  refused  a  Goodman  re- 
quest for  a  couple  of  planes.  With  his  ener- 
gy and  savvy,  Goodman  could  conceivably 
come  back  some  day.  But  after  flaring  and 
burning  out  so  brilliantly,  it  seems  the 
troubled  executive  will  first  have  to  learn 
how  to  take  care  of  himself. 

By  Mark  Ma  re m on  t  in  London 


1PORATION 


BUSINESS  WEEK/APRIL  15,  1991  77 


1= 


ntertainment 


MOVIES  I 


THIS  TERMINATOR  ISN'T  HALF 
AS  SCARY  AS  ITS  BUDGET 


The  megabuck  sequel  may  put  Carolco  in  financial  danger 


Some  40  minutes  north  of  Los  An- 
geles, movie  history,  of  a  sort,  is 
in  the  making.  There,  in  a  tightly 
guarded  studio,  production  is  being  com- 
pleted on  Terminator  J:  Judgment  Day, 
the  movie  that  Hollywood  insiders  are 
predicting  will  be  the  costliest  piece  of 
celluloid  ever  made. 

For  nearly  five  months,  star  Arnold 
Schwarzenegger,  director  James  Camer- 
on, and  five  separate  special  effects 
houses  have  been  shooting  the  sequel  to 
the  1984  film  that  starred  Schwarzeneg- 
ger as  a  rampaging  cyborg.  Estimates 
for  the  cost  of  making  the  action-packed 
1991  version  range  as  high  as  S100  mil- 
lion, more  than  10  times  the  cost  of  the 
original  and  a  huge  sum  for  Carolco  Pic- 


tures Inc.,  an  independent  studio  that 
blazed  its  way  into  prominence  with  big- 
budget  Ram  bo  blockbusters.  In  the  new, 
cost-conscious  Hollywood,  this  huge  out- 
lay is  forcing  Carolco  to  defend  itself 
against  growing  industry  concern  that  it 
is  flirting  with  financial  danger. 
screen  doors.  Since  1985,  when  Carolco 
scored  with  Rambo:  First  Blood  Part 
II,  earnings  have  been  lackluster,  rang- 
ing from  $44.3  million  in  1985  to  $14 
million  in  1989.  For  the  first  nine  months 
of  1990,  the  company  earned  $7.4  million. 
Even  worse,  the  company  has  spent  a 
staggering  $326  million  more  than  it  has 
brought  in  over  the  past  five  years,  forc- 
ing it  into  a  mad  dash  to  line  up  new 
debt  and  equity  partners. 


Carolco  is  counting  on  Terminator 
to  be  a  megahit.  Although  it  made  son 
money  with  Schwarzenegger's  Total  R 
call  last  summer,  three  other  rece 
films  bombed — .4//-  America,  Mus 
Box,  and  Mountains  of  the  Moon.  Tl 
studio's  much-ballyhooed  The  Doors  h 
taken  in  $30  million  but  was  expected 
do  far  better. 

To  minimize  its  risks,  Carolco  has  so 
pieces  of  its  films  to  U.  S.  and  overse; 
distributors.  That  cut  profits,  and  to  fu 
its  expansion  plans  Carolco  has  turn* 
to  heavy  borrowing  (chart).  In  1990,  tl 
company's  debt  jumped  to  $304.9  millk  k 
from  a  mere  $1.2  million  in  1985.  To  g  M 
a  $100  million  extension  from  its  Ion 
time  banker  Credit  Lyonnais.  CarolA  ■ 
agreed  to  restrictions  on  future  debt  ai  - 
to  the  purchase  of  completion  bonds 
insure  against  costly  overruns. 

The  reluctance  of  banks  to  lend 
money  is  forcing  Carolco  to  turn  increa 
ingly  to  equity  partners.  Last  year, 
raised  $90  million  by  selling  stock  to  tl 
French  cable  giant  Canal  Plus  and  tU  « 
laser-disk  arm  of  Japan's  Pioneer  Ele 
tronics  Corp.  Canal  Plus  receives  Freiu  - 
cable  rights  while  Pioneer  will  sell  Ca'- 
olco  films  worldwide  on  laser  disks 


They  just  came  up  with  the  idea 
that  will  put  their  company  on  the  map. 


Coming  up  with  a  brilliant  idea. 
That's  the  tough  part.  The  easy 
part  is  making  it  look  its  best.  For 
that,  you  can  count  on  the  family 
of  LaserJet  printers  from  Hewlett- 
Packard.  LaserJets  give  you  the 


best  300  dpi  print  quality  available 
t(  h lay.  The  font  capabilities  you  need 
for  compelling  documents.  And 
the  software  compatibility  that  lets 
you  choose  the  best  solution.  For 
over  ten  million  people,  the  name 
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arch,  Carolco  received  a  $14  niil- 
;h  infusion  from  Carlton  Commu- 
is  PLC,  the  British-based  parent 
hnicolor  Inc.,  in  exchange  for  1 

shares,  or  37<  of  the  company. 
»  is  currently  negotiating  an  esti- 
$200  million  deal  with  Italy's  RCS 

part  of  Gianni  Agnelli's  Fiat 


Ico's  spending  binge 
peak  with  Rambo 
988,  when  Chairman 
F.   Kassar,  well 
to  the  industry  for 
ttering  parties  and 
illion-dollar  deals, 
tallone  $16  million. 
mho  IV,  said  to  be 
sd  at  $60  million, 
3  wants  $20  million 
lealthy  piece  of  the 
Last  year,  Kassar 
.id  a  staggering  $3 
to  Joe  Eszterhas 
script  to  Basic  I  ti- 
the highest  amount 
lid  to  a  screenwrit- 
make  the  thriller, 
signed  actor  Mi- 
Douglas   for  $10.5 
The  film  will  cost 
t  $55  million,  say 
ood  insiders. 


Big  numbers,  but  they're  small  pota- 
toes compared  with  Terminator  J.  To 
get  the  rights  to  the  film,  Carolco  paid 
$5  million.  Schwarzenegger  wanted  $14 
million — in  the  form  of  a  Gulfstream 
jet — plus  157'  of  Carolco's  revenues 
from  the  movie.  Director  Cameron,  hot 
from  Aliens,  got  another  $6  million,  plus 
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▲  PERCENT 
•FIRST  NIKE  MONTHS 


TWO-TERM 

TERMINATOR 

SCHWARZENEGGER 


points.  Special  effects  are  expected  to 
run  $17  million,  roughly  the  total  cost  of 
the  current  hit,  Home  Alone. 

If  the  studio  executives  at  Carolco  are 
worried  about  excessive  spending,  they 
aren't  saying  so.  Referring  to  the  com- 
pany's negative  cash  flow,  Carolco  Exec- 
utive Vice-President  Roger  R.  Smith 
says:  "Those  numbers  are 
to  be  expected  for  a  com- 
pany that  is  growing." 
Smith  points  to  a  string  of 
acquisitions  that  has  im- 
proved the  studio's  ability 
to  syndicate  its  movies  on 
television  or  sell  them  on 
videocassette. 

But  others  in  the  enter- 
tainment business  are  not 
so  sanguine.  "We're  all  a 
little  concerned,"  concedes 
entertainment  lawyer  Tom 
Hansen.  "So  far,  they've 
been  smart." 

Smart,  however,  doesn't 
always  work  in  Hollywood. 
If  Schwarzenegger  doesn't 
wow  'em  in  Terminator  J, 
it  could  be  Carolco  Pic- 
tures that  faces  its  Judg- 
ment Day. 

By  Ronald  Grover  in  Los 
Angeles 


What  do  you  bet 
they  print  it  on  a  LaserJet? 


THE  STRATEGY 


ser.Jet  means  reliability,  cus- 
ner  support,  and  technological 
cellence.  Call  1-800-752-0900, 
t.  2157  for  your  authorized  HP 
aler.  And  make  a  good  idea 
in  better. 


■  1991  Hewlett-Packard  Company  PEI2107 

HP  Peripherals 

When  it's  important  to  you. 


HEWLETT 
PACKARD 
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KKR  HEARS  A  NEW  WORD  FROM 
SOME  BACKERS:  'NO' 


Institutional  investors  still  admire  the  buyout  firm,  but  they're  wary,  frugal,  and  put  off  by  the  fees 


To  editorial  writers  and  other  critics, 
the  1988  buyout  of  RJR  Nabisco 
Inc.  was  an  epic  greedfest,  the 
quintessence  of  everything  that  was 
wrong  about  Wall  Street  during  the 
1980s.  It  was  also  a  public-relations  set- 
back for  RJR's  aequisitor,  Kohlberg  Kra- 
vis  Roberts  &  Co.,  which  has  been  bat- 
tling the  backlash  ever  since.  But  only 
now  is  KKR  facing  judgment  by  those 
people  whose  verdict  counts  most:  its 
financial  backers. 

Over  the  next  several  weeks,  KKR's 
limited  partners,  who  provide  virtually 
all  the  equity  capital  KKR  invests  in 
deals,  will  decide  whether  to  commit 
more  money  to  the  firm's  war  chest, 
which  hasn't  been  replenished  since  the 
RJR  deal.  As  KKR's  fund-raising  drive  en- 
ters its  sixth  month,  it  seems  assured  of 
raising  at  least  half  the  maximum  of  $2 
billion  it  seeks.  But  the  firm  has  run  into 
resistance  from  some  of  its  most  impor- 
tant and  long-standing  investors. 

For  KKR  the  stakes  are  fundamental: 
Its  fund-raising  prowess  is  the  very 
foundation  of  its  franchise  as  Wall 
Street's  preeminent  promoter  of  the  le- 
veraged buyout.  The  outcome  of  the 
firm's  latest  drive — its  first  since  1987 — 


will  go  a  long  way  toward  determining 
how  much  muscle  it  will  be  able  to  mus- 
ter in  the  radically  reformulated  deal 
game  of  the  early  1990s. 

In  many  ways,  KKR  has  altered  its 
style  and  strategy  to  fit  the  new  era  of 
financial  sobriety.  Senior  Partners  Hen- 
ry R.  Kravis  and  George  Roberts  have 
acknowledged  that  the  giant,  highly  le- 
veraged, bust-up  buyouts  of  the  mid- 
1980s  are  a  thing  of  the  past.  With  admi- 
rable forthrightness,  the  buyout  kings 
even  have  conceded  that  the  profitability 
of  LBOs  will  dwindle.  But  KKR  seems  de- 
termined to  preserve  the  key  to  its  own 
remarkable  profitability:  its  lucrative  fee 
system. 

little  faith.  "We  think  KKR  is  still  a 
premier  buyout  group,  but  its  financing 
terms  are  outdated  and  problematic  for 
their  limited  partners,"  says  Scott  Sperl- 
ing, a  partner  at  Harvard  Management 
Co.,  which  runs  the  university's  large 
endow  ment  fund  and  which  has  been  a 
KKR  investor  since  1982.  Without  fee 
concessions  from  KKR,  Sperling  says, 
Harvard  University  is  unlikely  to  rein- 
vest. The  same  is  true  of  the  Wisconsin 
Investment  Board,  which  has  committed 
$225  million  to  KKR  over  the  years.  "KKR 


has  done  very  well,  but  that  does 
mean  it  can  just  go  on  forever  with 
same  approach,"  says  Robert  Zobel,  \€- 
consin's  private  placement  director. 

The  most  powerful  of  the  dissident; 
the  New  York  State  &  Local  Retirem 
Systems,  which,  with  $45  billion  in 
sets,  is  the  country's  second-largest  p 
sion  fund.  "Frankly,  better  terms 
available  elsewhere,"  says  a  spokesn 
for  the  New  York  fund,  which  curren 
has  some  $325  million  invested  with  Kl 
Negotiations  between  KKR  and  N 
York  officials  are  continuing. 

Fees  are  not  the  only  issue — especia 
with  KKR's  public  pension  fund  inv 
tors,  which  put  up  more  than  half  of  1 
$5.6  billion  it  raised  in  1987.  While  put 
funds  remain  encouragingly  flush, 
creatures  of  government  they  are  par 
ularly  sensitive  to  the  popular  backls 
against  LBOs.  In  several  key  states,  I 
public  employee  funds  are  bumping 
against  portfolio  limits  on  LP,()  investi 
and  are  loath  to  seek  approval  to  exte 
them.  Then,  too,  public  officials 
hard-pressed  to  defend  the  highly 
gressive  tactics  KKR  employed  in  RJR  a 
other  of  its  biggest  1980s  deals. 
( )f  tlie  most  immediate  concern  is  t 
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e  KKR  is  making  into  "toehold"  in- 
ing  as  LBO  opportunities  have  de- 
id.  A  few  years  ago,  KKR  began  buy- 
large  positions  in  the  stock  of  big 
ic  companies  widely  seen  as  take- 
targets.  While  KKR  downplays  this 
thrust  as  an  "interim  investment 
;ram,"  the  sums  involved  are  stag- 
ng.  By  the  end  of  1989  (the  most 
nt  results  KKR  has  made  available), 
firm  had  made  at  least  a  dozen  such 
stments,  for  a  total  of  $1.7  billion, 
largest  of  its  current  holdings  is  a 
I  stake  in  First  Interstate  Bancorp, 
its  investment  in  First  Interstate, 
so  far  has  done  nothing  to  cast 
)t  on  its  avowed  intention  of  remain- 
a  passive,  long-term  investor.  But 
e  investors  worry 
?theless  that  KKR's 
old  investing  will  be 
leived  as  a  tech- 
le  of  stampeding 
panies  into  transac- 
5.  They  worry,  too, 
toehold  investing 
dilute  profits  from 
s — and  for  good  rea- 
At  the  end  of  1989, 
reported  an  annua- 
1  rate  of  return  of 
%,   well   below  its 
average. 

AN.  The  dissent  in 
;'s  inner  circle  is  in- 
mt  but  muted,  stop- 
j  far  short  of  orga- 
id  rebellion.  While 
'  a  handful  of  inves- 

have  publicly  corn- 
ed to  KKR  so  far, 
tracted  decision- 
dng  is  standard  pro- 
are  in  institutional- 
jsting  circles, 
•eover,  even  some  of 
fund  managers  who 
it  lower  fees  are  ap- 
,-iative  of  KKR's  past 
formance.  "They 
e  done  a  hell  of  a  job  for  us,"  says 
vard  J.  Bicker,  executive  director  of 

Minnesota  State  Board  of  Invest- 
it,  which  is  leaning  toward  additional 
jstment. 

'he  recent  run-up  in  the  stock  market 
bolstered  KKR's  cause,  adding  hand- 
lely  to  the  market  value  of  many  of 
current  holdings,  including  the  larg- 
rjr  Nabisco.  Since  stock  in  the  re- 
ictured  RJR  began  trading  on  the 
iv  York  Stock  Exchange  two  months 
i,  its  price  has  more  than  doubled, 
i's  plans  to  take  Duracell  Internation- 
nc.  public  have  also  excited  investors. 
KR  declined  BUSINESS  week's  request 
an  interview,  citing  regulatory  re- 
lints  on  public  comments  while  it  is 
;ing  funds.  In  refusing  to  cut  its  fees, 
R  is  gambling  in  effect  that  its  old 


promotional  magic  remains  intact.  Says 
Sperling  of  Harvard:  "I've  told  the  peo- 
ple at  KKR  exactly  what  we  think  and 
their  response  has  been  quite  logical: 
they  say  they  are  testing  the  market." 

KKR  established  its  fee  structure  in  the 
late  1970s  by  dint  of  persistent  sales- 
manship. Under  its  long-established  ar- 
rangement with  equity  investors,  KKR 
charges  a  1.5%  annual  fee  for  managing 
the  money  invested  with  it  and,  more 
important,  keeps  20%  of  any  capital 
gains.  In  addition,  the  firm  charges  com- 
panies it  acquires  an  investment  banking 
fee. 

Although  KKR's  charges  initially  were 
in  line  with  its  closest  rivals,  they  ex- 
ceeded the  norm  as  the  firm  established 


HOW  STATE  PENSION  PLANS  ARE 
RESPONDING  TO  KKR'S  FUND  DRIVE 

ILLINOIS  Pleased  with  KKR  but  close  to  portfolio  limit  on  LBOs 

IOWA  Has  reached  limit  on  LBO  investments  and  will  pass  on  KKR  deals 

MASSACHUSETTS  State  investment  director,  who  backed  KKR,  has  departed. 
A  major  new  commitment  to  KKR  is  less  than  an  even  bet  

MICHIGAN  State  treasurer,  a  big  cheerleader  for  KKR,  has  been  replaced. 
New  treasurer  declines  comment 

MINNESOTA  Leaning  in  KKR's  favor,  but  commitment  is  unlikely  to  equal 
1987  investment  of  $140  million  

MONTANA  Has  invested  $25  million  more  

NEW  YORK  One  of  KKR's  biggest  investors,  but  resisting  KKR's  demand  for 
high  fees,  a  topic  of  controversy  in  several  states.  Got  KKR's  attention  in 
making  recent  $200  million  pledge  to  KKR  arch-rival  Forstmann  Little 

OREGON  Decision  to  invest  an  additional  $350  million  prompts  anti-LBO  leg- 
islation and  a  scathing  AFL-CIO  response  

UTAH  Undecided  but  considers  KKR's  high  fees  a  non-issue 

WASHINGTON  Investment  board  will  vote  on  Apr.  1 1  whether  to  approve  its 
tentative  commitment  of  $350  million.  For  the  first  time,  the  state  employees 
union  is  opposing  KKR 

WISCONSIN  Has  $225  million  invested  with  KKR  but  will  not  put  up  more 
without  fee  concessions 


itself  as  the  preeminent  name  in  LBOs. 
Its  investment  banking  fee  often  topped 
the  standard  1%  even  as  the  dollar  value 
of  its  deals  soared:  On  its  four  largest 
buyouts,  KKR  garnered  up-front  fees  to- 
taling $240  million.  Meanwhile,  KKR  aug- 
mented its  income  handsomely  by  insti- 
tuting divestiture  fees  and  director's 
fees  as  well. 

As  KKR's  income  burgeoned,  some  in- 
vestors have  asked  to  share  in  its  fee 
bonanza,  but  the  firm  has  declined — a 
refusal  that  rankles.  At  the  same  time,  a 
number  of  investors  have  complained 
that  KKR's  charges  are  excessive  and 
might  tempt  the  firm  to  do  unwise  deals 
just  to  generate  fees. 

An  even  sorer  subject  at  the  moment 
is  KKR's  approach  to  computing  its  20% 
profit  cut.  Overall,  KKR  actually  makes 


substantially  more  than  20%,  since  it  is 
not  required  to  net  losses  in  one  deal 
against  gains  in  another.  Consider  the 
hypothetical  case  where  one  KKR  buyout 
generates  $200  million  in  profits  and  an- 
other $300  million  in  losses.  Although 
the  outside  investors  take  a  $100  million 
loss,  KKR  gets  $40  million  by  virtue  of  its 
20%  cut  of  the  first  deal.  Some  limited 
partners  are  demanding  that  KKR  share 
in  losses  as  well  as  profits. 

Loss-sharing  wasn't  much  of  an  issue 
the  last  time  KKR  raised  money,  in  1987. 
In  recent  years,  though,  KKR  has  lost  its 
aura  of  invincibility.  It  sought  Chapter 
11  protection  for  Hillsborough  Holdings 
Corp.  and  was  forced  into  costly  emer- 
gency restructurings  of  SCI  Television 
Inc.  and  Seaman  Furni- 
ture Co. 

Despite  these  set- 
backs, KKR  has  no  ur- 
gent need  of  additional 
financing.  Its  untapped 
equity  financing  com- 
mitments total  $1.6  bil- 
lion, which  should  go  a 
long  way  in  today's 
shrunken  LBO  market. 
Indeed,  KKR  hasn't 
made  an  acquisition 
since  mid-1989,  when  it 
invested  $325  million  to 
assemble  K-III  Hold- 
ings, a  new  publishing 
company.  That  relative- 
ly small  deal  now  looks 
like  a  harbinger.  "We 
expect  to  see  fewer 
very  large  deals  in  the 
future,"  KKR  conceded 
in  a  report  to  its  inves- 
tors last  spring. 
an  edge?  Why  then  is 
KKR  out  beating  the 
bushes  now?  One  rea- 
son is  its  bid,  in  con- 
junction with  Fleet/ 
Norstar  Financial 
Group  Inc.,  for  failed 
Bank  of  New  England  Corp.,  which 
banking  authorities  are  auctioning  off  at 
a  minimum  capital  infusion  of  $750  mil- 
lion. An  added  measure  of  financial  so- 
lidity might  help  give  KKR  an  edge  over 
other  bidders. 

More  pertinent,  perhaps,  to  the  issue 
of  timing  is  KKR's  archrivalry  with 
Forstmann  Little  &  Co.,  Wall  Street's 
second-biggest  LBO  sponsor  and  its  most 
vociferous  KKR  critic.  The  announcement 
of  KKR's  plans  to  raise  "supplemental" 
funds  came  not  long  after  Forstmann 
launched  its  own  fund-raising  effort, 
which  was  completed  in  January.  Forst- 
mann added  a  fresh  $1.4  billion,  with 
some  $200  million  coming  from  the  New 
York  State  fund.  According  to  several  of 
its  investors,  Forstman  Little  was  able 
to  raise  funds  without  any  changes  in  its 
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fees.  Forstmann  Little  now  has  a  war 
chest  of  $2.8  billion,  or  $1.2  billion  more 
than  KKR  has  on  hand. 

Whatever  KKR's  motives  in  trying  to 
gather  funds  in  today  parlous  markets 
the  firm  is  putting  its  prestige  squarely 
on  the  line.  For  more  than  a  decade,  KKR 
has  had  no  equal  in  I. BO  fund-raising. 
From  1978  to  1986,  it  raised  $3.2  billion 
in  five  funds  marketed  mainly  to  institu- 
tions. At  the  height  of  the  LBO  craze  in 
1987,  KKR  outdid  itself,  assembling  a 
bankroll  of  $5.6'  billion. 

KKl;  launched  its  latest  financing  cam- 
paign in  November  by  announcing  a 
$350  million  commitment  from  its  most 
loyal  investor,  the  Ore- 
gon Public  Employees' 
Retirement  System.  An- 
other KKR  stalwart,  the 
state  fund  of  Washing- 
ton, quickly  followed 
suit  with  a  tentative 
pledge  of  $350  million. 
After  this  fast  start, 
though,  KKR  bogged 
down.  To  date.  Montana 
is  the  only  other  public 
pension  fund  to  disclose 
a  decision  to  reinvest 
with  KKR.  Montana 
committed  $25  million, 
matching  its  1987  in- 
vestment. 

'NERVOUS.'  Although  fi- 
nal approval  is  likely  in 
Washington,  signs  of 
discord  are  apparent 
even  in  this  KKR  strong- 
hold. State  Treasurer 
Dan  Grimm  has  re- 
quested a  review  of 
KKR's  fees  in  time  for 
the  Apr.  11  meeting  of 
the  state  investment 
board.  What's  more,  for 
the  first  time  a  board  member  is  oppos- 
ing KKR.  Gary  Moore,  executive  director 
of  the  Washington  Federation  of  State 
Employees,  argues  that  the  outlook  for 
high-leverage  investing  is  increasingly 
dicey  and  that  the  state  already  has  too 
many  of  its  assets — about  97 — invested 
with  KKR.  "We've  gone  far  enough," 
Moore  says.  "As  a  fiduciary,  I'm  getting 
nervous." 

Even  some  fund  managers  who  pro- 
fess loyalty  to  KKR  are  dismayed  that 
Kravis  and  Roberts  didn't  encounter 
more  resistance  in  the  Northwest,  where 
pension  officials  have  acquiesced  to 
KKR's  fee  demands.  Says  a  pension  exec- 
utive of  a  smaller  state:  "I  asked  kkr  if 
they'd  discussed  terms  with  the  big  in- 
vestors. They  said  they  had  to  some  ex- 
tent, but  the  terms  are  what  they  are: 
Take  it  or  leave  it.  I  would  have  thought 
the  big  investors  would  have  tried  to  use 


their  leverage  to  change  the  fees.  We're 
just  too  small  to  do  it  ourselves." 

Other  states  are  nearing  self-imposed 
portfolio  limits  on  LBO  investing.  Late 
last  year,  the  board  of  the  Iowa  Public 
Employees  Retirement  System  decided 
not  to  sink  any  more  money  into  LBOs 
for  the  time  being.  Illinois,  which  put 
$100  million  into  KKR's  last  fund,  is  fast 
approaching  its  5%  limit  on  "alternative" 
investments.  Says  Gregory  C.  Nagle,  di- 
rector of  the  Illinois  State  Board  of  In- 
vestment: "If  we  do  anything,  it  would 
be  with  KKR,  but  right  now  we  are  unde- 
cided about  further  LBO  investing." 

In  other  key  states,  KKR's  prospects 


KRAVIS  AND  ROBERTS  HAVE  REFUSED  TO  REDUCE  THEIR  CUT  ON  NEW  DEALS 


We  think  KKR  is  still  a  premier  buyout  group,  but  its  financing 
terms  are  outdated  and  problematic  for  their  limited  partners' 

SCOTT  SPERLING  Partner,  Harvard  Management  Co. 


are  obscured  by  political  job-shuffling. 
The  director  of  the  Massachusetts  Pen- 
sions Reserve  Investment  Management 
Board  was  ousted  recently  and  has  yet 
to  be  replaced,  causing  considerable  dis- 
array at  the  MPRIM.  In  Michigan,  a  new- 
ly elected  governor  has  replaced  State 
Treasurer  Robert  Bowman,  who  was 
one  of  KKR's  most  outspoken  supporters 
in  the  1980s.  Michigan  contributed  $413 
million  to  KKR's  last  fund.  Bowman's 
successor,  Douglas  Roberts,  has  prohib- 
ited his  staff  from  commenting  on  pen- 
sion-fund investing. 

KKR's  strongest  sales  pitch  is  its  in- 
vestment record.  While  many  of  its  in- 
vestors report  average  annual  rates  of 
return  of  30%  to  407',  it's  difficult  to 
assess  accurately  KKR's  overall  perfor- 
mance, given  the  complexity  of  its  deal- 
ings and  the  skimpiness  of  its  public  dis- 
closures. In  this  regard,  KKR  is  not 
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unusual.  A  1989  study  commissionec) 
the  MPRIM  noted:  "Skeptics  have 
been  convinced  that  LBOs  yield  as 
an  overall  return  to  equity  investor: 
has  been  thought.  They  have  poi 
rightly,  to  the  remarkable  paucit; 
data  on  LBO  investment  returns  an 
the  questionable  quality  and  reliab 
of  data  that  do  exist." 

During  its  last  fund-raising  drive, 
circulated  a  prospectus  that  project^) 
stunning  49%  annual  return  to  inves 
on  buyouts  done  from  1982  through  l 
1987.  However,  actual  returns  have 
en  below  projections.  In  an  unaud 
statement  distributed  in  May,  1990, 
listed  these  updated 
ures  on  annual  retufs 
to  investors:  41.8% 
the  1982  fund,  28% 
the    1984  fund, 
29.6%  in  the  1986  fi 
It  did  not  attempt 
calculate  a  return 
its  huge  1987  fund,  h  I 
refused  to  provide  m  le 
recent  numbers  to 
magazine. 

too  soon.  Gauging 
performance  of  kk 
last  fund  is  especi;  y 
problematic.  Its  bigg  it 
holding  by  far  is 
Nabisco,  which  Ik 
been  recapitalizing  Si- 
most  from  the  mom  It 
the  deal  was  done.  I 
deleveraging,  rjr  1  ; 
solidified  its  finance4 
and  brightened  its  or  I 
ating  prospects.  How  P 
er,  it's  still  way  too  e  I 
ly  to  count  the  dea  i 
success  for  KKR's  inv  r 
tors.  In  rejiggering  R§, 
KKR  pumped  in  anotl  r 
$1.7  billion  in  equity,  doubling  the  or: 
nal  cost  of  the  acquisition. 

If  KKR  were  to  lose  public  pens 
fund  backers,  they  would  not  be  eas 
replaced.  Very  few  states  are  newly 
versifying  into  LBO  investing  or  e\ 
contemplating  such  a  move.  One  tl 
has,  Colorado,  recently  opted  for  For 
mann  Little. 

The  largest  pension  fund  of  all — 1 
California  Employees'  Retirement  S 
tern — recently  conducted  a  lengt 
study  of  LBOs  before  deciding  agaii 
investing.  "I'm  not  sure  that  the  te 
LBO  will  be  valid  in  the  Nineties  as 
was  in  the  Eighties,"  says  Basil 
Schwan,  assistant  executive  officer 
CALPERS.  "Corporate  restructurings  v1 
take  shape  with  a  lot  less  L  and  a 
less  B.  O."  They  may  also  take  pla 
with  a  lot  less  KKR. 

By  Anthony  Bianco  in  New  Yc 
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FAST  AND  FURIOUS 
IRST  QUARTER 


e  hot  market  turned  even  mutual-fund  snoozers  into  stars 


toger  McNamee  is  in  Fat  City.  He 
runs  the  T.  Rowe  Price  Science  & 
Technology  Fund,  which,  as  he 
I  it,  "went  ballistic"  during  the  first 
rter — up  nearly  447',  the  fourth-best 
lrn  of  941  equity  funds.  The  fund, 
ch  only  had  $61.5  million  in  assets  at 
rend,  boomed  on  the  surge  in  tech- 
)gy  and  small-capitalization  stocks, 
i  as  that  was  happening,  investors 
red  more  than  $60  million  in  new 
I  into  the  fund's  coffers,  hoping  to 
i  along  with  a  winner, 
lush  with  success,  McNamee  now  is 
ing  back  a  bit.  Rather  than  buy  more 
more  stocks  at  higher  and  higher 
es,  he  let  the  cash  build  up  to  where 
ow  comprises  25%  of  the  $155  million 
tfolio.  The  fund  has  appreciated  more 
three  months  than  it  did  in  all  of 
3 — its  best  year,  when  McNamee 
ied  up  returns  of  nearly  417.  Now, 
says,  preserving  profits  is  as  impor- 
t  as  making  gains.  "The  truth  is,  the 
•ket  went  up  so  fast  that  aggressive 
lagers  like  myself  didn't  have  time  to 
;s  things  up,"  he  says.  "I  certainly 
ft  want  to  mess  things  up  now." 
oring  the  moment.  McNamee  is  not 
le.  Most  fund  managers,  if  not  the 
)le  world,  were  taken  by  surprise 
t  the  market  could  be  so  strong  in  the 
i  of  war  and  recession.  The  Standard 
'oor's  500-stock  index  was  up  14.59% 
he  first  quarter,  and  added  another 
in  the  first  days  of  the  second.  So 
d  managers  figure  that  the  gains 
n  here  on  will  be  harder  to  come  by. 
ie  managers  we  talk  to  are  stepping 
y  gingerly,"  says  Michael  D.  Hirsch 
M.  D.  Hirsch  Investment  Manage- 
it  Inc.,  which  invests  its  clients'  mon- 
through  mutual  funds, 
'und  managers  and  those  who  entrust 
ir  money  to  them  want  to  savor  the 
nent.  In  the  first  quarter,  equity 
ds  earned  on  average  15.147,  and 
5.  diversified  funds,  17.587,  leaving 
the  S&P  500  and  the  Dow  Jones  in- 
trial  average,  with  a  11.59S  total  re- 
ft, in  the  dust.  The  average  fund 
n't  beaten  the  S&P  in  years, 
^hat  put  the  sparkle  into  the  funds 
•e  the  small  stocks,  which  weigh 
f-e  heavily  in  mutual  funds  than  they 
in  pension  accounts  or  in  the  S&P  500. 
t  total  return  from  the  Russell  2000,  a 
ad  measure  of  small-capitalization  is- 


HOW  FUND 
GROUPS  FARED 


Group 

Total  return* 

HEALTH  CARE 

30.24% 

TECHNOLOGY 

26.94 

SMALL  COMPANY 

25.14 

FINANCIAL 

24.65 

MAXIMUM  GROWTH 

23.98 

SPECIALTY-MISCELLANEOUS 

17.64 

GROWTH 

17.43 

GROWTH/INCOME 

13.73 

EQUITY-INCOME 

12.31 

BALANCED 

10.66 

OPTION 

10.28 

INCOME 

9.97 

ASSET  ALLOCATION 

7.88 

INTERNATIONAL 

7.62 

UTILITIES 

5.90 

NATURAL  RESOURCES 

5.54 

PRECIOUS  METALS 

-6.59 

DIVERSIFIED  U.S.  FUNDS 

17.58 

ALL  EQUITY  FUNDS 

15.14 

S&P  500 

14.59 

'  Appreciation  plus  reinvested  dividends  and  capital  gains 
DATA:  MORNINGSTAR  INC 


sues,  was  nearly  307.  That  could  be  a 
major  turnaround.  Except  for  1988,  re- 
turns on  small-cap  stocks  have  trailed 
the  S&P  500  every  year  since  1984. 

Health  care,  technology,  and  maxi- 
mum-growth funds  that  also  invest  in 
small  companies  flourished.  In  the  first 
quarter,  health  care  funds,  the  only  cate- 
gory of  fund  to  end  up  in  the  black  last 
year,  added  another  30.247  in  total  re- 
turn to  1990's  22.37.  Financial  funds 
soared  24.65%,  aided  by  the  fall  in  inter- 
est rates.  Growth  funds,  the  largest  cat- 
egory of  equity  mutual  funds,  outpaced 
the  S&P  500  by  three  percentage  points. 
That  may  not  sound  like  much,  but  by 
the  past  decade's  record,  it's  enormous. 

The  conservative  funds — asset  alloca- 
tion, balanced,  income,  and  utility — per- 
formed as  expected  in  a  bull  market, 
trailing  the  more  aggressive  portfolios. 
International  funds  paled  in  comparison 
to  the  domestic  variety.  Although  most 
overseas  markets  rallied  during  the 
quarter,  so  did  the  dollar.  That  undercut 
the  foreign  returns  for  U.  S.  investors. 
junk  jumps.  The  strength  in  the  equity 
market  carried  over  to  the  junk-bond 
funds,  which  rose  from  the  depths  to 
post  a  13.747  total  return  for  the  quar- 
ter. Of  the  top  25  taxable  bond  funds,  20 
were  junk  portfolios.  The  quarter's  best 
was  Dean  Witter  High-Yield  Securities, 
up  30.617.  For  1990,  that  fund  lost 
40.1%.  Junk  got  its  lift  the  same  way 
that  equities  did — from  lower  interest 
rates  and  the  hopes  for  an  end  to  the 
recession.  And  a  stronger  stock  market 
allowed  some  junk  issuers  to  use  equity 
to  soak  up  some  of  their  debt. 

Precious  metals  funds,  which  typically 
go  in  the  opposite  direction  of  most  equi- 
ty funds,  did  just  that.  They  ended  up  in 
the  red,  down  about  6.597 .  That's  better 
than  gold,  which  declined  9.17  during 
the  quarter.  All  but  3  of  the  25  worst 
performers  were  precious  metals  funds. 

The  market  was  so  strong  that  it 
turned  some  chumps  into  champs.  The 
American  Heritage  Fund,  down  30.77  in 
1990,  was  up  54.177.  The  Prudent  Specu- 
lator Leveraged  Fund,  up  48.32'  < ,  looked 
anything  but  prudent  last  year,  when  it 
lost  37.67 .  Part  of  its  problem  was  lever- 
age— the  fund  buys  stocks  with  bor- 
rowed money — a  recipe  for  disaster  in 
bear  markets.  This  year,  however,  with 
a  modest  amount  of  leverage,  about 
15%,  manager  Ed  Bernstein  has  built  a 
winning  portfolio  of  about  90  companies. 

What  also  worked  in  these  funds'  fa- 
vor was  their  minuscule  size.  Prudent 
Speculator  started  the  year  with  $4.2 
million  and  has  grown  to  $11  million. 
The  No.  3  Oberweis  Emerging  Growth 
Fund,  up  43.85%,  had  $11.6  million  at  the 
start  of  the  year  and  now  has  $15  mil- 
lion. Both  tower  over  American  Heri- 
tage, which  had  a  microscopic  $1  million 
in  assets  at  the  beginning  of  the  year 
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THE  BEST  AND  WORST  OF  THE  FIRST  QUARTER 


*  Appreciation  plus  reinvested  dividends  and  capital  gains      DATA  MORNINGSTAR  INC 


LEADERS 

Fund                                           Total  return* 

LAuvAKDS 

Fund 

Total  return* 

American  Heritage 

54.17% 

Strategic  Investments 

-22.22% 

Prudent  Speculator  Leveraged 

48.32 

Strategic  Gold/ Minerals 

-13.37 

Oberweis  Emerging  Growth 

43.85 

Benham  Gold  Equities  Index 

-11.87 

T.  Rowe  Price  Science  &  Technology 

43.58 

United  Services  Gold  Shares 

-11.64 

Fidelity  Select  Medical  Delivery 

41.61 

Blanchard  Precious  Metals 

-10.76 

Twentieth  Century  Ultra  Investors 

40.75 

Kemper  Gold 

-9.61 

Fidelity  Select  Biotechnology 

40.42 

United  Services  World  Gold 

-9.50 

Transamerica  Technology 

40.02 

Shearson  Precious  Metals  &  Minerals 

-9.28 

Oppenheimer  Global  Biotech 

38.97 

McKeever  Total  Return 

-8.44 

Equity  Portfolio:  Growth 

37.09 

USAA  Investment  Gold 

-7.77 

FPA  Capital 

36.98 

Shearson  Precious  Metals 

-7.73 

Security  Ultra 

36.65 

Financial  Strategic  Gold 

-7.64 

Sherman  Dean 

36.65 

Enterprise  Precious  Metals 

-7.35 

Shearson  Small  Capitalization 

35.63 

Scudder  Gold 

-7.03 

Security  Omni 

35.21 

Fidelity  Select  American  Gold 

-6.42 

Seligman  Communications  &  Information 

35.17 

Thomson  Prec.  Metals  &  Natural  Res. 

-6.08 

Financial  Strategic  Technology 

34.76 

Lexington  Goldfund 

-5.96 

Fidelity  Select  Computers 

34.47 

International  Investors 

-5.92 

Fidelity  Select  Health 

34.45 

Bruce 

-5.90 

Harbor  Growth 

34.37 

MFS  Lifetime  Gold  &  Precious  Metals 

-5.86 

Vista  Growth  &  Income 

33.98 

Van  Eck  Gold/ Resources 

-5.64 

Keystone  Custodian  S-4 

33.94 

IDS  Precious  Metals 

-5.46 

CGM  Capital  Development 

33.91 

Dean  Witter  Prec.  Metals  &  Minerals 

-4.95 

Twentieth  Century  Giftrust 

33.88 

MainStay  Gold  &  Precious  Metals 

-4.73 

Parnassus 

33.81 

European  Emerging  Companies 

-4.72 

Pacific  Horizon  Aggressive  Growth 

33.79 

Fidelity  Select  Precious  Metals /Min. 

-4.72 

MFS  Lifetime  Emerging  Growth 

33.59 

DFA  Continental  Small  Company 

-4.67 

Twentieth  Century  Vista  Investors 

33.24 

Colonial  Advanced  Strategies  Gold 

-4.67 

Merrill  Lynch  Phoenix  A 

33.04 

Oppenheimer  Gold  &  Special  Minerals 

-4.43 

Financial  Strategic  Health  Sciences 

32.89 

DR  European  Equity 

-3.45 

Fidelity  Select  Technology 

32.62 

United  Services  Global  Resources 

-3.30 

Fidelity  Select  Retailing 

32.36 

Bull  &  Bear  Gold  Investors 

-2.46 

John  Hancock  Special  Equities 

32.31 

Vanguard  Specialized  Gold  /Prec.  Mtls 

-2.21 

MIM  Stock  Appreciation 

32.28 

Dreyfus  Capital  Value 

-1.89 

MetLife-State  Street  Cop  Apprec 

32. 1 1 

Shearson  European 

-1.77 

Merrill  Lynch  Growth  For  Investment  B 

31.76 

United  Gold  &  Government 

-1.65 

Nautilus 

31.51 

Excel  Midas  Gold  Shares 

-1.49 

PBHG  Growth 

31  35 

Franklin  Gold 

-1.30 

United  New  Concepts 

31  29 

Keystone  Precious  Metals  Holdings 

-0.63 

Fidelity  Select  Brokerage  &  Invest.  Mgt. 

31.28 

Colonial  VIP  Inflation  Hedge 

-0.23 

SAFECO  Growth 

31.27 

Freedom  Gold  &  Government 

+  0.35 

Pasadena  Growth 

31.23 

United  Services  European  Equity 

0.45 

Berger  100 

31.15 

Financial  Strategic  Energy 

0.46 

Transamerica  Special  Emerging  Growth 

30.85 

Merrill  Lynch  Global  Utilities  B 

0.60 

Fidelity  Select  Electronics 

30.53 

Strategic  Silver 

0.66 

Wall  Street 

30.51 

American  Gas  Index 

0.73 

Aegon  USA  Capital  Appreciation 

30.49 

Fidelity  Select  Energy 

0.86 

Merrill  Lynch  Special  Value  A 

30.29 

Huntington  CPI-f- 

0.88 

Fidelity  Select  Savings  &  Loan 

30  19 

Shearson  Telecommunications  Income 

0.90 

CIGNA  Aggressive  Growth 

30  13 

Financial  Strategic  European 

1.00 

I 


and  still  amounts  to  only  $1.5  million,  f 
course,  none  of  these  will  be  this  sni 
for  long  as  investors  hear  about  thr 
recent  eye-popping  returns. 

Still,  warns  Don  Phillips,  editor  of  ;1  ■ 
tual  Fund  Values,  "this  quarter's  1 
performers  list  is  not  a  good  hunts 
ground  for  long-term  investors.  Some* 
these  funds  are  as  likely  to  be  on  t: 
bottom  performers  list  as  they  are  p 
the  top."  Even  health  care  funds,  whfl 
sprinted  through  the  bear  market, 
looking  suspect.  The  Vanguard  Groa 
recently  sent  a  letter  to  shareholders  ■ 
its  own  health  care  fund  warning  thin 
the  generous  returns  of  recent  years  m 
"highly  unlikely"  to  continue.  Vanguai 
also  sends  the  letter  to  those  who  wJB 
to  purchase  the  fund. 

Fund  mavens  also  look  warily  at  m 
perhuman  returns  generated  by  mann- 
ers running  only  small  portfolios.  "I» 
easier  to  have  an  outstanding  perfp- 
mance  with  a  small  fund  because  a  f«i 
big  winners  can  have  a  large  impacH 
admits  Heiko  H.  Thieme,  the  DeutsqJ 
Bank  investment  strategist  who  vdn 
tured  into  U.  S.  fund  management  oil 
taking  over  the  beleaguered  America 
Heritage  Fund  in  January,  1990.  "Buw 
few  losers  can  gut  my  performance.']! 

Thieme's  recent  success  didn't  cow 
from  small  stocks  alone.  About  60%  ( 
the  portfolio  is  in  larger  companies  sin 
as  General  Motors,  ITT,  and  NavistJI 
The  remainder  is  in  little-known  but  fa(| 
growing  outfits  such  as  American  Biojr 
netic  Sciences,  American  Business  Coll 
puters,  and  American  Film  Technologic. 

But  performance  often  slows  wijis 
size.  Look  at  two  Fidelity  funds,  Equi' 
Portfolio:  Growth  and  Fidelity  Grown 
Company.  They  have  most  of  the  sarn 
stocks  and  are  run  by  the  same  manaffl 
er.  Yet  in  the  first  quarter,  Equity  PoK 
folio  was  up  a  little  more  than  37%,  ajl 
Fidelity  Growth,  a  shade  under  25U 
Why  the  difference?  Equity  Portfolio,! 
fund  with  a  $100,000  minimum  inve- 
ment,  has  only  $40  million  in  asset. 
Growth  Company  has  $1.1  billion.  Tn 
relative  sizes  of  the  funds,  says  full 
manager  Robert  Stansky,  certainly  'M 
fects  the  results. 

wallflower  stocks.  But  don't  get  til 
impression  that  big  funds  were  left  n 
hind  in  the  last  quarter.  The  $14.8  billij 
Fidelity  Magellan  Fund,  under  Morif 
Smith  since  the  retirement  of  Pet1 
Lynch  last  May,  racked  up  an  impressij 
20.23%  return*  The  $7.6  billion  Windsf 
Fund,  which  underperformed  badly  f\ 
the  last  two  years,  gained  18.257'. 

So  much  for  the  first  quarter.  Whai 
next?  Thieme  thinks  the  market  h;j 
seen  most  of  the  gain  it  will  make  tn 
year — a  sentiment  echoed  frequentl 
"Now,  it's  a  stock-picker's  market,"  1; 
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That  should  benefit  portfolio  man- 
!,  who  seethed  in  frustration  during 
980s  when  unmanaged  index  funds 
most  of  them  handily, 
ivestors  are  going  to  be  more  dis- 
nating  going  forward,"  says  T. 
>  Price's  McNamee.  With  the  slug- 
economy,  he  says,  the  key  to  suc- 
will  be  investing  in  the  companies 
can  demonstrate  reliable  earnings 
Hi.  Among  his  favorites  on  that 
;  are  his  three  largest  holdings: 
e  Systems,  Apple  Computer,  and 
nix  Technologies. 

;n  there's  the  question  that  could 
h  to  mutual  fund  investing  in  the 


HOW  THE  LARGEST 
FUNDS  PERFORMED 


Total  return* 

LITY  MAGELLAN 

20.23% 

OSOR 

18.25 

ESTMENT  COMPANY  OF  AMERICA 

12.12 

HINGTON  MUTUAL  INVESTORS 

10.89 

LiTY  PURITAN 

11.27 

LITY  EQUITY-INCOME 

13.86 

1EER II 

11.71 

PLETON  WORLD 

14.67 

RICAN  MUTUAL 

8.09 

DATED 

9.49 

reciation  plus  reinvestment  of  dividends  and 

□I  gains 


DATA  MORNINGSTAR  INC 


:  Will  small-capitalization  stocks 
me  to  outperform  the  S&P  500?  Sev- 
;imes  in  the  past  few  years — most 
tly  in  the  first  half  of  1990— the 
-cap  stocks  raced  ahead  for  a  while, 
to  collapse.  All  stocks  plunged  in 
hird  quarter  of  last  year,  but  the 
00  revived  in  the  fourth.  The  small- 
stocks  never  rebounded  in  1990. 

leads  some  to  suggest  that  the 

stocks'  runup  is  only  a  catchup 

last  year  and  not  necessarily  the 
for  them  of  a  long  bull  market, 
nes  Oberweis,  who  runs  his  own 
ging  Growth  fund,  has  no  doubt 
;  the  long-term  prospects.  "Smaller 
s  are  still  enormously  underval- 

he  says.  "One  quarter  in  the  right 
;ion  does  not  make  up  for  years  of 
"performance."  If  the  S&P  500  didn't 
an  inch,  he  says,  small-cap  stocks 

go  up  507<  before  they  were  fully 
d  and  a  good  deal  more  before 
re  overvalued.  Oberweis  thinks 

stocks  will  continue  to  outpace  the 
ines  for  at  least  five  years,  albeit 

some  "steps  and  stumbles  along 
/ay."  If  he's  right,  the  best  invest- 

advice  today  is  to  think  small. 
hi  Jeffrey  M.  Lade r man  in  New  York 


BUSINESS  WEEK  Mutual  Fund  Scoreboard, 
i  monthly,  is  available  on  diskettes  by  monthly  or 
y  subscription.  For  information  write  to  P.O.  Box 
:ort  Lee,  N.J.  07024,  or  call  1-800-553-3575. 


Guess  who  has 

2  of  the  3  top-ranked 

funds  for  long-term 

I^OVlVYf^fTl  r\  Ytf^fr    If  y°u  said  Twentieth 

|JC:i  1U1  llldlH^V^  Century  Investors,  you're 
right.  For  15-year  performance,  Twentieth  Century's  Growth  Investors  and 
Select  Investors  are  ranked  #2  and  #3  out  of  358  mutual  funds  in  the  country.* 
But  maybe  you  didn't  know  that  Growth  and  Select  are  the  only  funds  in  the 
top  five  that  have  no  sales  fees  and  no  minimum  investment  requirement. 
For  complete  information,  including  charges  and  expenses,  call  for  a  free 
prospectus.  Please  read  the  prospectus  carefully  before  investing. 

Call  toll-free: 

1-800-345-2021 

As  ranked  by  Upper  Analytical  Services,  a  leading  independent 
mutual  fund  ranking  service  for  the  15-year  period  ending  December 
31,  1990.  Data  quoted  represents  past  performance.  Investment 
return  and  principal  value  will  fluctuate,  and  redemption  value 

may  be  more  or  less  than  original  cost.  „     ,  mnnA  ir  ..nrnn  ,Wi 

J  *  P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


No -Load  Mutual  Funds 


What  are  we  going  to  do  with  your 
extra  robots,  Fenton? 


Maybe  a  small  college  football  team 
needs  a  new  front  line! 


CALL  Kl.  IF  YOUR  CORPORATION  HAS 
MATERIAL  AVAILABLE  FOR  DONATION. 

■54.  -  Will  take  your  donated  material  and  use  it  to  generate 
scholarships  for  needy,  deserving  students.  Donations  could  mean 
an  above  cost  tax  deduction  -  IRS  Reg.l70(e)(3).  Scholarships  are 
given  in  the  donating  corporation's  name. 


Educational  Aultlanc*  Ltd 

P  O  BOX  3021  •  GLEN  ELLYN,  ILLINOIS  60138 


For  More  Details 
Call  708-690-0010 
Peter  Roskam 
Executive  Director 
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"Digital  helps 
build  the  heart 

ofBMW 
automobiles." 


"BMW  has  built  a  worldwide  repu- 
tation for  automotive  excellence.  To 
maintain  that  leadership  in  building  the 
BMW  engine,  especially  in  a  time  of  ris- 
ing costs,  we  knew  we  needed  the  best 
computer  technology  to  integrate  our 
automated  factory.  In  Digital,  we 
found  the  perfect  partner  to  help  us. 

"Digital  recognized  that  for  effi- 
cient, flexible  manufacturing,  it  was 
critical  that  applications  in  our  engine 
plant  be  available  100%  of  the  time. 
And  even  though  these  applications 
run  on  many  different  computers, 
information  must  be  shared  quickly 
and  easily  among  them. 

"Digital's  manufacturing  systems 
and  their  multi-vendor  applications 
integration  were  the  answer.  We  now 
have  the  complete  reliability  we  need. 
We  can  react  quickly  to  production 
changes,  thanks  to  rapid  information 
sharing.  And  we  lowered  our  manu- 
facturing costs. 

"In  addition,  Digital  is  a  step 
ahead  in  implementing  key  standards. 
This  makes  our  investment  in  Digital's 
integration  solutions  doubly  wise- 
for  today  and  for  down  the  road." 

The  rewards  of  working  together. 

Digital  provides  manufacturers 
with  complete  solutions  that  work  in 
their  complex,  multi-vendor  environ- 
ment. Solutions  that  are  designed  to 
meet  tomorrow's  demands  because 
they're  based  on  standards. 

Today,  Digital's  manufacturing 
solutions  give  you  an  elegantly  simple 
way  for  your  people  to  work  together 
more  productively,  more  creatively, 
more  efficiently,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  129  Parker 
Street,  Maynard,  MA  01754-2198.  Or 
call  your  local  Digital  sales  office. 

A  wav  to  work  together  like 
never  before.  Digital 

has 
it 
now 


lEBTSEiyfliBn 


BY  GENE  G.  MARCIAL 

DO  RJR  BULLS 
HAVE  SMOKE 
IN  THEIR  EYES? 


■  nvestors  have  turned  wildly  enthu- 
Bsiastic  iiver  fur  Nabisco  Holdings' 
I  new  stock,  making  it  the  market's 
latest  star.  Few  other  stocks  have  been 
as  active — and  gained  as  much — in  the 
two  months  that  it  has  been  trading. 
Shares  of  the  newly  restructured  to- 
bacco and  food  giant  have  soared  1207', 
to  12  from  around  5  in  February. 

Is  this  the  same  RJR  that  leveraged 
itself  to  the  gills  after  the  Kohlberg 
Kravis  Roberts  buyout  in  1989?  That 
acquisition  required  financing  of  some 
$26  billion,  in  addition  to  the  company's 
existing  $5  billion  debt.  Since  then,  the 
maker  of  Camel  cigarettes  and  Nabisco 
foods  has  sold  assets  worth  $6  billion. 
But  debt  is  still  a  huge  $18  billion. 
Even  so,  investors  seem  eager  to  buy. 
They  remember  the  lofty  price  of  the 
old  RJR  stock,  or  imagine  that  they  are 
buying  another  Philip  Morris. 

But  watch  out.  Some  savvy  pros  be- 
lieve the  stock  has  run  way  ahead  of 
itself.  "Investors  are  already  paying 
for  earnings  that  probably  won't  be 
realized  until  1994-95,"  says  a  West 
Coast  money  manager.  Moreover,  he 
warns,  RJR  will  continue  to  sell  stock  in 
order  to  raise  cash,  although  it  already 
has  nearly  1  billion  shares  outstanding. 

John  McMillin,  analyst  at  Prudential 
Securities,  agrees.  "Compared  to  Philip 
Morris  and  other  tobacco  and/or  food 
stocks,  the  RJR  shares  are  overvalued," 
he  says.  RJR  is  trading  at  7.5  times  its 
1990  earnings  (before  interest,  taxes, 
depreciation,  and  amortization).  "Com- 
panies that  are  more  growth-oriented, 
better  capitalized,  and  have  better  bal- 
ance sheets,  such  as  Philip  Morris  and 
Ralston  Purina,  sell  at  similar  multi- 
ples," he  says.  "Philip  Morris  is  defi- 
nitely a  better  buy  than  RJR." 
surprise,  rjr's  stock  has  already  re- 
flected the  good  news  on  manage- 
ment's efforts  to  shrink  RJR's  high-cost 
debt.  The  big  concern  now  is  the  drop 
in  domestic  tobacco  sales,  particularly 
for  its  Winston  and  Salem  cigarette 
brands.  That,  McMillin  figures,  will  re- 
sult in  at  least  a  $50  million  aftertax 
loss  in  the  first  quarter.  The  loss  will 
surprise  investors,  says  McMillin,  when 
earnings  are  reported  this  month. 

RJR's  long-term  prospects  look 
bright,  says  the  analyst,  but  he  sees 
short-term  risks  in  the  stock.  The  com- 


RJR  NABISCO: 
LIKE  A  SHOOTING  STAR 


DATA  BRIDGE  INFORMATION  SYSTEMS  INC 


pany  needs  to  boost  spending  to  hold 
its  share  of  the  tobacco  market:  "After 
squeezing  profit  margins  to  meet  inter- 
est payments,  RJR  has  lost  share  in  its 
principal  profit  area."  McMillin  expects 
management  to  put  more  emphasis 
now  on  brand-stabilizing,  rather  than 
profit  growth. 

So  far,  there's  little  unfavorable 
comment  on  the  Street  about  RJR.  The 
company  has  hired  many  of  the  big 
houses — Goldman  Sachs,  Merrill 
Lynch,  Morgan  Stanley,  Bear  Stearns, 
Salomon  Brothers,  and  Credit  Suisse 
First  Boston — to  handle  a  stock  offer- 
ing of  75  million  shares.  The  underwrit- 
ing legally  bars  them  from  comment- 
ing on  the  stock  for  several  weeks. 


THESE  IVORIES 
COULD  BE  GOLDEN 


Pianos  haven't  been  hot  items  in 
recent  years,  and  the  recession 
has  exacerbated  the  slump  in 
sales.  But  the  nation's  largest  piano 
maker,  Baldwin  Piano  &  Organ,  has 
survived  the  downswing  quite  well. 
Baldwin's  1990  earnings  jumped  1007, 
despite  fierce  competition  from  Japa- 
nese and  Korean  producers,  which  to- 
gether control  507  of  the  U.  S.  market. 

Investors  have  been  quick  to  notice: 
Baldwin's  stock  jumped  587,  to  9l/2 
from  6  on  Feb.  20.  Some  big  investors 
have  continued  to  buy  despite  the  rise. 
One  reason:  The  piano  business,  they 
say,  can  only  get  better.  So  if  Baldwin 
has  done  so  well  in  the  recession,  it  can 
only  flourish  when  the  economy  picks 
up.  But  that's  not  all.  Some  pros  see 
Baldwin  as  an  alluring  takeover  target. 
"With  the  industry  near  its  bottom, 


Baldwin  is  a  cheap  buy  for  a  product  i 
of  musical  instruments,  local  or  fojl|| 
eign,"  says  one  New  York  investmei 
manager.  Baldwin  already  has  clos,'" 
ties  with  Japan's  Yamaha,  a  big  mus«J; 
cal-instrument  maker.  Baldwin  makaBl 
selected  pianos  for  Yamaha,  evdli 
though  Yamaha  sells  its  own  piarjffl 
brand  worldwide.  Should  Baldwin^ 
management,  which  owns  a  557-  stakl 
decide  to  sell,  Yamaha  could  be  a  butjj 
er,  says  this  pro.  Baldwin  Chairmajl 
Richard  Harrison  owns  257  of  til 
stock  and  President  Harold  Smith  23<j| 
"With  or  without  a  buyout,  Baldwij 
is  attractive,"  says  Jean-Marie  EveH 
lard,  president  of  SoGen  International* 
Fund.  As  the  economy  recovers,  ljjj 
sees  Baldwin  earning  $1.25  to  $1.30  ■ 
share  in  1991  and  $1.75  to  $2  in  199B 
vs.  1990's  $1.06.  The  stock,  says  EveF 
lard,  could  hit  $20  a  share  next  year 


EUER  MAY  BE  IN 
SOMEONE'S  SIGHTS 


There  are  times  when  bad  ear 
ings  don't  hurt.  Take  a  maj< 
maker  of  plumbing  fixtures  ar 
building  products,  Eljer  Industrie 
which  Household  International  spi 
off  in  April,  1989. 

Eljer's  stock  shot  up  to  20  short 
after  it  got  listed  on  the  Big  Boai 
that  year.  But  the  housing  slump  ar 
the  recession  sent  it  as  low  as  5V2 
mid-October.  Recently,  Eljer  has  be( 
a  surprising  gainer,  rising  from  9 
mid-February  to  14%. 

No,  the  company  doesn't  have  go< 
news  to  report.  In  fact,  it  suspend* 
the  quarterly  dividend  payment  of  7$ 
share  on  Feb.  20  because  of  poor  ear 
ings,  which  had  slid  to  35<t  a  share 
1990  from  1989's  $1.03.  So  what  gives 
Takeover  prospects.  When  Hous 
hold  spun  off  Eljer,  it  had  to  pay 
large  tax-free  dividend  to  Househo 
shareholders.  And  Eljer  had  to  sign 
two-year  pact  stipulating  that  if 
change  of  control  takes  place  at  Elje 
it  has  to  reimburse  Household  for  tl 
dividend.  Household  spun  off  two  ot 
er  units — Schwitzer  and  Scotsman- 
with  the  same  condition.  The  agre 
ment  expires  on  Apr.  15. 

"We  wouldn't  be  surprised  if  a  str 
tegic  buyer  offers  to  buy  Eljer  wi< 
the  termination  of  the  agreement 
says  Richard  Rieger,  senior  analyst 
Ladenburg,    Thalmann,    who  pu1| 
Eljer's  takeover  value  at  $23  to  $28  flf 
share.  Value  investor  Mario  Gabe.ij 
owns  nearly  107  of  Eljer.  The  compar.J 
declined  comment  on  the  rumor. 
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rized  for  its  scenic  beauty,  the  San  Francisco 
Bay  Area  is  home  to  more  major  corporations 
than  any  other  region  in  the  country. 

Join  us  as  Business  Week  celebrates  the  solid 
state  of  business  in  the  San  Francisco  Bay  Area. 
As  a  special  value  added  bonus,  this  special 
advertising  section  will  appear  in  its  entirety  in 
San  Francisco's  premier  business  magazine,  San 
Francisco  Business. 

The  section  will  be  strategically  placed  in  three 
Business  Week  editions  —  California,  West  and 
Asia  Editions.  Total  circulation:  255,500. 

For  more  information,  please  call: 
Barbara  J.  Daly,  Marketing  Manager 
(212)  512-6664,  or 
Lou  Mohn,  Account  Manager 
(415) 954-9706. 


iocial  Issues 


TAKING  BABY  STEPS  TOWARD 
A  DADDY  TRACK 


As  more  men  share  in  child-rearing,  companies  are  starting  to  offer  them  parental  leaves 


When  Mark  Janosky's  first  child 
was  horn  in  September,  1989, 
the  31-year-old  engineer  want- 
ed to  share  in  the  parenting  and  get  to 
know  his  son.  So  he  took  off  four 
months  from  Eastman  Kodak  Co.,  with 
benefits  but  no  pay,  to  be  a  full-time 
father.  For  a  man  seven  years  into  his 
career,  even  a  temporary  move  to  dia- 


pers was  "a  gear-shifting  thing,"  Jan- 
osky  says.  But  "it's  one  of  the  best 
things  I've  ever  done.  There's  something 
between  him  and  me  that  wasn't  there 
between  me  and  my  father." 

Women  have  been  struggling  with  the 
Mommy  Track  for  years  as  they  try  to 
juggle  work  and  kids  (BW — Mar.  20, 
1989).  Now,  men  are  getting  into  the  act. 


JANOSKY: 
"IT'S  ONE  OF 
THE  BEST 
THINGS  I'VE 
EVER  DONE" 


WHERE  PATERNITY  1EAVE  IS  CATCHING  ON 


LOTUS  DEVELOPMENT  One  of  a  few  com 

ponies  to  offer  men  paid  leave:  up  to  four 
weeks,  depending  on  length  of  service,  plus 
another  four  weeks  unpaid.  In  1990,  some 
23  men  took  leaves,  compared  with  29  in  the 
previous  two  years  combined 

AETNA  Gives  men  up  to  six  months  off, 
without  pay,  for  major  family  obligations. 
Ten  men  took  leaves  last  year,  up  from  three 
in  1 989;  20  are  expected  to  do  so  this  year 

3M  Twenty-four  men  may  take  unpaid 
leaves  this  year,  up  from  four  in  1986.  Male 
attendance  also  up  sharply  at  company- 
sponsored  lunchtime  parenting  classes 

DATA 


EASTMAN  KODAK  Grants  up  to  1 7  weeks 
unpaid  leave.  In  three  years,  61  men  have 
taken  leaves,  compared  with  812  women  in 
the  same  period.  Average  length  of  leaves, 
about  1  1  weeks,  is  the  same  for  men  and 
women 

AMERICAN  TELEPHONE  &  TELEGRAPH 

Men  account  for  one  of  every  50  employees 
taking  family  leave.  A  decade  ago,  they  ac- 
counted for  one  in  every  400.  Parents  can 
take  up  to  1  2  months  unpaid  leave,  tast 
year,  some  82  %  of  men  on  leave,  a  higher 
rate  than  for  women  on  leave,  took  3  months 
or  longer 
BW 


More  than  half  of  the  women  of  c 
bearing  age  work  full-time,  giving 
thers  new  opportunities — and  resp< 
bilities — to  share  the  burden  of  re; 
kids.  So  some  men,  such  as  Janosky 
taking  off  weeks  or  months  after  a 
is  born.  Others  are  going  even  fur 
diverting  their  careers,  perhaps  pe 
nently,  to  help  raise  families. 

The  result  is  the  gradual  emergfe 
of  a  new  career  path,  a  Daddy  Trac  h 
is  reserved  mostly  for  professionals,  p 
few  of  them  take  on  the  primary  c  \ 
rearing  role.  Still,  more  men  are  sha  I 
more  of  the  burden,  prompting  emj  r- 
ers  to  accommodate  the  male  half  of  |e 
work  force — perhaps  just  in  time.  "  f 
are  reexamining  their  roles,"  says  Ja  jr 
A.  Levine,  director  of  the  New  Y  t 
based  Fatherhood  Project,  a  nonpi  iii 
group.  And  if  current  legal  trends  I 
tinue,  companies  that  offer  mater  f 
leave  may  have  to  do  the  same  for  r  i 
'career  suicide.'  No  one  knows 
many  men  opt  for  paternity  leave-  i 
equivalent  of  the  time  off  women  '  i 
after  their  disability  leave  for  pregm  i 
ends.  In  a  1988  survey,  the  Bureai  I 
Labor  Statistics  found  that  17%  of  n  [• 
um  and  large  companies  offered  the  ¥ 
tion.  In  1989,  the  number  jumped  to  !  P 
vs.  40%  that  offered  maternity  le  I 
Human-resource  experts  say  that  fe 
men  than  women  use  available  leave 
icies,  perhaps  only  1%.  But  slowly, 
ranks  of  Daddy  Trackers  are  gro 
at  least  at  large  companies  (table). 

These  men  are  trying  to  shift  the 
ance  of  work  and  family  despite  big 
incentives.  Men  still  earn  nearly  a  tj 
more  than  women  on  average,  so  r 
can't  afford  much  time  off  without  § 
especially  if  their  wives  are  on  lew 
too.  "I'm  the  main  wage  earner  in  iff 
family,  and  I  didn't  think  our  bum 
could  afford  my  taking  six  months  eft 
says  Michael  W.  J.  West,  a  Du  PontA 
research  chemist.  West  took  two  wdc 
of  vacation  and  two  of  part-time  vrl 
after  his  daughter  was  born  in  JanuJ. 

Beyond  the  financial  drawbacks,  er 
fear  the  damage  to  their  careers  and  hi 
reactions  of  friends  and  peers.  Eo) 
companies  with  generous  leave  polies 
say  corporate  cultures  are  slow  to  ac-pt 


ange.  "We  are  a  very  conservative 
Bation,"  says  Sherry  Herchen- 
r,  manager  of  family  services  at 

Life  &  Casualty,  which  for  the 
wo  years  has  let  men  take  child 
>ave  of  up  to  six  months.  "There 

concern  about  how  it  will  appear. 

that  in  men's  voices  when  they 
r  information."  In  short,  men  who 
xi  share  parenting  face  the  same 

as  working  mothers.  Often,  the 
e  is:  "You  can't  be  serious  about 
vork  if  you  want  to  take  time  off 
;  for  kids,"  says  Miriam  Scott,  an 


editor  at  Charles  D.  Spencer  &  Asso- 
ciates, an  employee  benefits  firm. 

Joel  Russman  knows  what  she  means. 
The  Denver  attorney,  now  35,  left  his 
law  firm  in  December,  1988,  to  care  for 
his  first  child,  Adrienne.  His  wife  want- 
ed to  keep  her  higher-paying  job  as  an 
institutional  bond  broker,  and  neither 
found  day  care  palatable.  "I  felt  what  I 
was  doing  was  valuable,"  says  Russ- 
man, but  he  got  little  support.  His  firm 
wouldn't  hold  his  job  open.  Family  mem- 
bers weren't  much  more  help.  "My  fa- 
ther didn't  understand  what  I  was  do- 


ing," says  Russman.  "My  91-year-old 
grandfather  vehemently  opposed  it  and 
felt  I  was  committing  career  suicide." 

As  Adrienne  grew,  Russman  took  on  a 
few  hours  a  week  of  legal  work.  Late 
last  year,  following  the  birth  of  a  second 
daughter,  he  and  his  wife  decided  to 
switch  roles:  She  would  stay  home,  and 
he  would  work  full-time  again.  The  tran- 
sition was  hard.  He  couldn't  return  to 
his  old  firm.  Some  lawyers  at  the  firms 
Russman  applied  to  "couldn't  relate"  to 
his  experience.  "I  was  too  unconvention- 
al," he  says.  Moreover,  two  years  away 


ONE  MAN  AND  A  LITTLE  LADY: 
A  DAD  STAYS  HOME 


ken,  Blynken,  and  Nod  one  night 
d  off  in  a  wooden  shoe — 
d  on  a  river  of  crystal  light 
a  sea  of  doom . . . 

or  the  longest  time,  I  sang  my 
daughter  to  sleep  with  that  lulla- 
by. Thing  was,  I  kept  flubbing 
ast  line  until  my  wife  set  me 
rht.  It's  "dew,"  she  said,  not 
n."  That  explains  why  it  was 
not  I,  who  came  up  with  the 
storm  that  launched  me  on 
emarkable  year, 
was  May,  1989,  and  my  first- 
Maria,  had  just  reached  three 
hs.  Soon,  my  wife's  maternity 
would  expire.  So,  our  little 
y  faced  some  questions,  rou- 
mes  today  for  two-income  cou- 
Would  we  hand  over  our  bun- 
f  unblemished  hope  to  a  day 
center?  Or  to  a  babysitter? 
iom.  Neither  seemed  right,  for 
ich  craved  a  big  hand  in  rais- 
Vlaria.  We  also  wondered  if 
ng  two  incomes  was  worth 
other.  Sitters  in  our  Brooklyn 
iborhood  get  $5  an  hour,  mini- 
.  That's  at  least  $250  a  week, 
3  a  month,  $13,000  a  year.  All 
eft  us  with  a  dilemma:  Would 
rife,  a  social  worker,  quit  her 
r  to  care  for  Maria?  Or  would 
t  mine? 

en  it  struck  my  wife:  What  if 
ach  talked  our  bosses  into  letting 
ark  part-time?  While  I  worked,  my 
would  stay  with  Maria,  and  vice 
|  That  way  we  both  could  pursue 
:rs,  stay  solvent,  and — best  of 
jnjoy  lots  of  time  with  Maria, 
ter  persuading  my  BUSINESS  WEEK 
to  cut  my  workweek — and  pay — 
ro-fifths,  I  felt  a  burst  of  enthusi- 
And  pride:  I  was  the  magazine's 
Mr.  Mom.  But  it  didn't  take  long 
mxiety  to  set  in.  Had  I  made  a 


colossal  blunder?  What  good  would  it 
do  Maria  if  I  spent  more  time  daddying 
and  less  time  editing — only  to  daddy 
my  way  out  of  a  paycheck?  Had  I 
crossed  a  line,  visible  only  to  my  em- 
ployer, and  entered  some  danger  zone? 

For  good  or  ill,  by  Labor  Day  I  was 
taking  my  first  wobbly  steps  on  the 
Daddy  Track.  Probably  the  worst  mo- 


ASSOCIATE  EDITOR  BARKER  AND  MARIA:  AT  TIMES, 
PERFECT  EQUILIBRIUM  BETWEEN  CAREER  AND  FAMILY 


ment  came  that  first  week,  when  I 
took  Maria  for  a  vaccination.  As  we 
waited,  I  wondered  if  I  should  use  the 
pediatrician's  phone  to  call  my  boss, 
whom  I  had  promised  to  confer  with 
daily.  But  then  the  doctor  asked  for 
Maria.  The  vaccination  set  off  a  wail 
that  neither  formula  nor  apple  juice 
(diluted)  nor  any  comforting  would  qui- 
et. With  baby  bottles  sticking  out  of 
my  pants  pockets  and  the  operatic  Ma- 
ria clutched  to  my  chest,  I  struggled  to 


write  the  doctor  a  check — and  worried 
whether  I'd  ever  get  a  chance  to  deal 
with  my  boss  that  day.  Lesson  No.  1: 
One  job  a  day  was  all  I  could  handle. 

At  the  office,  where  I  didn't  have  to 
learn  a  new  job,  life  proved  a  lot  easier. 
Yet  a  few  times  I  was  dumbfounded. 
Once  I  encountered  a  colleague,  a  true 
gentleman  of  my  father's  generation, 
in  the  men's  room.  "Well,"  he  asked, 
"are  you  spending  vour  free  time  read- 
ing the  World's  100  Great  Books?"  Uh, 
yeah,  if  you  rank  Ernie's  Bath  Book 
with  The  Old  Man  and  the  Sea. 
At  home,  I  slowly  got  the  hang  of 
things.  One  day  I  remember  with 
special  clarity.  It  was  last  Aug.  3,  a 
Friday.  Maria  and  I  had  left  early 
for  the  beach,  where  I  found  a  pay 
phone  for  my  morning  call  to  the 
office.  With  Maria  on  my  shoul- 
ders, I  gazed  at  the  ocean  and 
talked  over  the  day's  top  story,  the 
invasion  of  Kuwait.  Terrible  news, 
of  course,  but  for  me,  all  the 
world's  elements  that  day  seemed 
in  perfect  equilibrium:  career  and 
family,  work  and  love. 
tip  the  balance.  If  only  the  world 
could  stop  turning.  Along  with  a 
reorganization  of  my  department 
at  BUSINESS  week,  the  news  that 
my  wife  was  expecting  a  second 
child  in  a  few  months  made  it  clear 
to  us  that  we  couldn't  keep  up  our 
balancing  act.  Within  a  month,  my 
wife  had  quit  her  job,  and  I  was 
back  working  full-time. 

Some  people  say  I'm  still  on  the 
Daddy  Track.  For  it  was  my  year 
with  Maria  that  tipped  the  balance 
in  my  hardest  career  decision 
ever — turning  down  a  promotion  that 
would  have  left  me  with  even  less  time 
for  Maria  and  Timothy,  who  joined  us 
on  Feb.  19.  As  economists  like  to  put  it, 
the  opportunity  cost  seemed  too  high. 

Now,  it's  one  thing  to  make  a  deci- 
sion and  quite  another  to  be  sure  it's 
the  right  one.  So  I  still  wonder:  Have  I 
sailed  off  into  my  own  sea  of  doom? 
Will  I  regret  the  opportunities  I've 
foregone?  So  far,  I  can  report,  so  good. 

By  Robert  Barker  in  New  York 
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If  you're  one  of  the  millions  who  wait 
anxiously  each  year  for 
Business  Week's  Mutual  Fund  Scoreboard, 

have  we  got  news  for  you! 


EBusiness  Week's  annual  Mutual  Fund  Scoreboard  issue  is  one  of  the 
hottest-selling  covers  of  the  year.  Business  leaders,  financial 
professionals,  and  private  investors  rely  on  its  dependable  performance 
information  to  plot  and  implement  their  mutual  fund  investment 

strategies. 

Now,  profit-hungry  investors  can  get  the  lowdown  on  how  to  build  and 
maintain  a  portfolio  of  mutual  funds  that  meets  their  financial  targets.  In  a 
single  volume,  this  book  provides  complete,  practical  information  about 
the  entire  spectrum  of  mutual  funds,  plus  the  latest  equity  and  fixed- 
income  Scoreboards.  It's  the  most  comprehensive  and  current  how-to  guide 
to  mutual  funds  available  today.  At  just  $14.95  (0-07-035744-7)  it  could 
prove  to  be  the  soundest  investment  you  make  this  year. 

Announcing 

Business  Week's  Annual  Guide  to  Mutual  Funds 


Coming  this  April  to  your  local  bookseller. 
Or  call  toll-free  1  -800-262-4729  to 
reserve  your  advance  copy  today. 


NOTHING  VENTURED. 
NOTHING  GAINED. 


If  you  haven't  "ventured"  into 
investing  with  the  number  two 
small  company  growth  Fund  in  the 
United  States,  you've  missed  out  on 
some  impressive  gains! 

The  Janus  Venture  Fund  recently 
ranked  second  in  the  small  compa- 
ny growth  category  returning 
109.3%  for  the  five-year  period  end- 
ing December  31,  1990.* 

For  The  More  Adventurous.  The 
Janus  Venture  Fund  isn't  for  the 
conservative  investor,  but  for  the 
more  adventurous. 


We  look  for  "small"  company 
stocks  that  offer  excellent  growth 
potential.  It's  a  strategy  that  has 
yielded  impressive  results. 

So  why  not  venture  into  an  out- 
standing small  company  growth 
Fund  today?  If  not  ...nothing  ven- 
tured, nothing  gained. 

Find  out  more.  Call  or  return  the 
coupon  for  a  free  prospectus  that 
contains  additional  information. 
Please  read  the  prospectus  careful- 
ly before  you  invest  or  send 
money. 


) Janus  Venture  Fund 

P.O.  Box  173375,  Denver,  Colorado  80217-3375 
1-800-525-8983  Ext.  9602 

*Per  Lipper  Analytical  Services,  Inc.,  for  (he  year  ended  December  31,  1990,  Janus  Venture  Fund's 
average  annual  total  returns  for  one  and  five  years  were  (.4%)  and  15.9%  respectively,  and  the  aver- 
age annual  total  return  for  the  life  of  the  Fund  from  April  30,  1985  through  December  31,  1990  was 
17.0%.  Past  performance  does  not  guarantee  future  results.  Your  return  and  share  price  will  vary  and 
may  be  worth  more  or  less  at  redemption  than  at  purchase. 


1 


YES"  I  would  like  to  know  more  about  the  Janus  Venture  Fund! 


Name_ 


City/State/Zip. 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO  80217-3375 
1-800-52SS983  Ext.  9602 
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from  the  profession  had  cut  his  smy 
potential.  Finally,  in  January,  RussKi 
landed  a  job  at  a  Denver  firm  ofrs 
paying  him  about  what  he  made  bejrt. 

As  daunting  as  Russman's  experijcf 
sounds,  employers  think  more  menlll 
take  such  risks  in  the  next  decade.shi- 
rope  presents  one  possible  model.  Seri- 
al European  countries  pay  nearly  \m.< 
salaries,  some  for  up  to  15  monthBo 
both  men  and  women  who  take  faH 
leave.  In  Sweden,  only  27<  of  nevJpR- 
thers  took  parental  leave  in  the  firstltv 
years  after  the  law  was  passed  in  m 
Today,  more  than  277'  do.  The  numB 
may  not  reach  this  level  in  the 
where  extensive  paid  leave  isn't  eveBn 
the  horizon.  Still,  in  a  recent  natinii 
survey  of  1,000  people  done  for  Rqeri 
Half  International,  a  benefits  consul 
firm,  747  of  the  men  queried  said  by 
would  accept  slower  career  advancerfe? 
to  spend  more  time  with  their  famij. 
'concerned.'  Companies  may  havB 
adjust  to  that.  Last  May,  the  Thirdlr- 
cuit  Court  of  Appeals  ruled  that  IS 
burgh's  school  district  had  wrongljp 
nied  a  male  teacher  the  same  child  irt 
leave  it  grants  women.  Three  mofi.- 
later,  in  a  little-noticed  internal  mtlb. 
the  Equal  Employment  Opportujto 
Commission  essentially  reaffirmed  ■ 
court's  decision,  arguing  that  the  m 
Rights  Act  of  1964  requires  compate 
to  offer  men  the  same  nondisabilityofc 
rental  benefits  as  women. 

If  this  legal  position  is  upheld  by  opi 
courts,  companies  that  now  give  lews 
only  to  women — about  half  of  those  m 
offer  the  benefit — will  have  a  chfe 
Give  the  same  to  men  or  take  away» 
ternity  leave  entirely.  "I  think  there&e 
a  lot  of  employers  who  aren't  iter 
aware  of  their  obligation"  after  theat 
est  legal  developments,  says  Damon!)- 
bias,  the  U.  S.  Chamber  of  CommeiwJ 
manager  for  human  resources  policm 

Congress  may  help  clarify  things.  Im- 
posed legislation  would  require  cortfl- 
nies  to  offer  men  and  women  up  tip 
weeks  of  unpaid  leave.  President  Bp 
vetoed  such  a  law  in  1990,  but  it  is 
to  pass  again.  "The  short  answer  is:  fes. 
we're  very  concerned,"  says  John  Sjta- 
gaj,  president  of  the  Small  Busbss 
Legislative  Council,  which,  with  o|er 
business  groups,  opposes  the  idea. 

Congress  can't  legislate  Mr.  Mom  ■ 
existence.  Even  if  laws  change,  cultfai 
barriers  remain.  "You  have  to  hav  a 
well-developed  sense  of  self-worth':tc 
leave  the  standard  career  track,  sayiai. 
engineer  who  abandoned  work  in  his  ,.tf 
40s  to  care  for  his  two  school-age  fc.il- 
dren.  Still,  the  idea  is  slowly  taking  >lo 
that  men  are  parents,  too. 

Keith  H.  Hammonds  in  Boston,  with'il 
Ham  C.  Symonds  in  Denver 
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There's  never  been 
a  better  time 
to  buy  a  Canon 
plain  paper  FAX. 


The  Laser  Class""  FAX-L770  prints  on  plain 
paper  with  laser  technology  for  extremely 
high  quality  output.  It  gives  you  faxes  that 
not  only  look  great,  but  are  easy  to  handle 
and  file,  and  wont  curl  or  fade  over  time.  No 
wonder  more  people  choose  a  Canon  plain 
paper  FAX  than  any  other. 

The  FAX-L770  also  offers  UHQ"*  (Ultra 
High  Quality)  for  utmost  clarity  on  the  faxes 
you  send,  and  Hyper-Smoothing  which  helps 
clear  up  the  "fuzzy"  lines  and  edges  of  faxes 
you  receive— both,  Canon  exclusives. 

Not  only  that,  its  replaceable  cartridge 
contains  everything  that  can  run  out  or  wear 
out  in  the  printing  process,  and  can  be 
replaced  in  one  easy  step. 

Now,  in  addition  to  obtaining  this  Laser 
Class  technology,  you  can  take  advantage  of 
the  following  special  offers*  if  you  purchase  a 
FAX-L770  between  February  1st  and  April 
30th,  1991. 


Free  1MB  memory  upgrade. 

This  means  you  can  rely  on  your  Laser  Class 
FAX-L770,  even  when  you've  run  out  of  paper.  The 
additional  memory  allows  you  to  store  up  to  40 
pages  of  information,  which  can  be  printed  when 
the  paper  supply  is  replaced. 

Free  supplies. 

You'll  receive  two  replacement  cartridges  and 
an  8,000-sheet  supply  of  SVi"  x  11"  paper  with  your 
purchase.  So  you  won't  have  to  worry  about  fax 
supplies  for  up  to  one  year,  based  on  the  average  usage. 

No  finance  charges  for  up  to  one  year.1 

Purchase  your  FAX-L770  with  a  Canon 
Credit  Card  and  you'll  incur  no  finance  charges  until 
February  22nd,  1992+ 

Two  years  of  maintenance  for  the  price  of  one. 

With  the  purchase  of  a  one-year  maintenance 
agreement,  your  Canon  FAX  dealer  will  provide 
another  year — free.  This  is  more  than  just  protec- 
tion, it  insures  top  performance  of  your  Canon  FAX. 

To  find  out  more  on  how  to  take  advantage 
of  these  offers  on  a  Canon  Laser  Class  FAX-L770, 
visit  your  nearest  authorized  Canon  FAX  Dealer 
or  call  1-800-OK-CANON. 


Canon 

LASER  CLASS 

F  A  X  -  L  7  7  0 


Enjoy  easy  extended  payments  wt!h  the  Canon  Credit  Card 
Ask  tor  details  at  participating  Canon  dealers 
Available  only  m  U  S 


•Oilers  available  at  participating  authorized  Canon  FAX  Dealers 

tSubject  to  credil  approval,  beginning  February  23rd.  1992,  for  all  qualifying  purchases  made  on  your  Canon 
Credit  Card.  Finance  Charges  will  accrue  at  an  Annual  Percentage  Rate  ot  up  to  1 7  88%  with  a  minimum  Finance 
Charge  of  50i  tor  any  monlh  in  which  a  Finance  Charge  is  due 
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Travel 


HOW  TO  STAY  ALOFT 
IF  YOUR  AIRLINE  GOES 


As  a  consulting  partner 
at  a  Big  Six  account- 
ing firm  in  Miami, 
Frank  Redo  has  jetted  to 
meetings  in  Australia  and 
Britain  within  the  space  of  a 
month.  Such  globe-trotting 
has  earned  him  "zillions  of 
miles"  in  frequent-flier  ac- 
counts. But  when  Recio  tried 
to  book  an  award  flight  to 
watch  his  son's  rowing  team 
in  Augusta,  Ga.,  he  discov- 
ered that  his  250,000  Eastern 
Air  Lines  miles  wouldn't  take 
him  far.  "Continental  [the  sis- 
ter carrier  of  now-grounded 
Eastern]  said  they  didn't 
serve  the  city,"  he  says.  De- 
spite his  megamiles,  Recio 
was  forced  to  buy  a  ticket  on 
USAir 

As  Recio  learned,  an  air- 
line's woes  can  spell  bad  news 
for  frequent   travelers  who 


have  cast  their  lot  with  it. 
When  Braniff  failed,  it  left 
thousands  of  flier-program 
members  with  worthless  mile- 
age. And  even  though  East- 
ern fliers  living  in,  say,  Rich- 
mond, Va.,  or  Birmingham, 
Ala.,  can  cash  in  their  miles 
on  Continental  Airlines,  that 
carrier  doesn't  serve  their 
hometowns. 

gone  tomorrow?  Savvy  trav- 
elers are  now  judging  fre- 
quent-flier deals  not  only  on 
their  award  schedules  or  up- 
grade policies  but  also  on  the 
airline's  staying  power. 
"What  good  does  it  do  me  to 
try  to  win  a  really  cheap 
award  on  TWA  if  they  might 
not  be  flying  when  I  want  to 
use  it?"  asks  Paul  Sturm,  a 
Hawaii  resident  who  vows 
that  a  recent  "triple  mileage" 
Honolulu-to-Chicago  flight 


that  he  took  will  be  his  last 
on  TWA. 

To  be  sure,  the  cyclical  air- 
line business  could  rebound, 
allowing  bankrupt  carriers 
such  as  Continental  and  Mid- 
way Airlines  to  revive.  And 
some  troubled  carriers  are 
making  provisions  for  fre- 
quent-flier customers,  regard- 
less of  what  happens.  As  part 
of  the  recent  sale  of  the  Lon- 
don routes  of  Pan  American 
World  Airways  to  United  Air- 
lines, the  two  carriers  teamed 
up  in  a  reciprocal  awards  pro- 
gram (table).  International 
travelers  on  Pan  Am  can  cred- 
it miles  to  United's  plan,  while 
any  United  flight  qualifies  for 
Pan  Am  miles.  What's  more, 
members  of  both  programs 
can  redeem  awards  on  either 
carrier.  American  Airlines, 
whose  purchase  of  Trans 


World  Airlines'  London  rod? 
is  pending,  plans  a  similar  ■ 
in,  slated  for  completion  § 
summer.  And  other  airlii 
have  alliances,  although  rrjif 
international  carriers  chalj 
passengers  a  mileage  preii- 
um  to  fly  with  them. 

Seasoned  fliers  are  still  1 
vising  protection  strategies^ 
their  own.  That's  becaue, 
once  a  carrier  is  grounded  W 
good,  its  free  tickets  are  ujfc 
ally  worthless.  In  otlbr 
words,  it's  use  them  or  he 
them.  Even  United  probacy 
won't  honor  a  Pan  Am  freele 
if  the  ailing  airline  does't 
make  it.  Disgusted  Eastin 
frequent  fliers  learned  trjr 
lesson  in  January,  win 
American  and  United  refutd 
to  accept  their  award  tick**. 
Eastern's  paying  custom^, 
however,  were  able  to  fly  p 
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r  carriers  at  no  extra 

ie  thing  you  can  do  if  you 
a  mileage  balance  on  a 
y  carrier  is  cash  in  quick- 
;  many  miles  as  you  can. 
,  you  may  have  been  sav- 
ip  to  earn  a  dream  trip  to 
Drient.  But  you're  better 
ising  the  miles  on  shorter 
ts  than  taking  the  risk  of 
ng  stuck  with  worthless 
■ds  later  on.  "When  wor- 
clients  ask  us  what  they 
do,  we  tell  them  there's 
i  lot  of  recourse  except  a 
c  vacation,"  says  Dexter 
ll  of  Carlson  Travel  Net- 
i  in  Minneapolis.  "It's 
of  the  classic  'buyer  be- 

ring  angles.  If  you  can't 
ige  to  take  a  free  trip 
ime  soon,  you  have  the 
n  of  reserving  a  ticket  on 
of  the  international  air- 
in  your  flier  program, 
way,  the  ticket  will  still 
ood  even  if  the  domestic 
er  goes  under, 
e  mileage  premium  you'll 
to  shift  to  an  internation- 
irrier  varies  widely,  de- 
ing  upon  the  airline,  the 


CASHING  IN  THOSE  MILES 

If  you're  nervous  that  your  airline  may  be 
grounded,  consider  exchanging  your 
frequent-flier  miles  for  tickets  on  a 
stronger  partner.  You'll  probably  have  to 
ante  up  more  miles,  but  it  may  be  worth  it 
for  the  peace  of  mind.  Here  are  carriers 
that  have  tied  in  to  some  major  award 
programs: 


Flier  program 

Portnsr  airlines 

fAUTIHEIIVAl 

CONTINENTAL 

Aer  Lingus,  Air  France,  Alitalia,  Cayman, 

ll-i^rin   K- 1  AA    1  nfthnn^n   ^nhpnn  ^AS 

lUCHU,   InL(V>,   LU  1  M  IUM1U,    JUU'.MU,  J 

MIDWAY 

ALM  ,  Cayman,  Sabena 

PAN  AM 

United 

TWA 

Air  India,  Air  New  Zealand,  Alaska, 

American,*  Philippine 

USAIR 


Air  France,  British,  Finnair,  Lufthansa, 
Northwest,  Philippine,  Swissair 


*Negotiations  pending 


flight,  and  whether  you  want 
to  travel  first  class  or  coach. 
And  in  some  cases  where  two 
airlines  don't  fly  to  the  same 
places,  it's  almost  impossible 
to  calculate.  But  there  are 
some  apples-to-apples  compar- 
isons. For  example,  you'll 
need  45,000  more  Continental 
miles  to  get  a  free  first-class 
ticket  from  New  York  to  Par- 
is on  Air  France  than  on  Con- 
tinental itself.  But  if  you  fly 
coach,  you'll  have  to  redeem 
only  15,000  more  miles. 

Pan  Am  fliers  don't  have  to 
pay  a  premium  to  take  award 
travel  on  United's  new  flights 
to  London  if  they  travel  any 
time  from  now  to  June  13  and 


from  Sept.  10  to  Dec.  15.  But 
during  the  peak  summer 
months,  they  will  have  to 
cough  up  10,000  more  miles — 
a  Z2>%  increase — in  coach  if 
they  fly  midweek.  Different 
requirements  apply  for  travel 
on  weekends  and  certain 
blackout  dates. 

It  would  be  wise  to  redeem 
your  miles  for  a  ticket  on  the 
foreign  airline  soon,  even  if 
you  don't  plan  to  travel  for 
many  months,  to  avoid  possi- 
ble rule  changes  or  a  rush  by 
other  spooked  fliers  later. 
You  can  reserve  a  free  ticket 
up  to  12  months  in  advance  of 
the  flight. 

Of  course,  even  with  care- 


ful planning,  complications 
may  arise.  London  currency 
trader  Jackie  Dyer  was  hold- 
ing a  Pan  Am  round-trip 
award  ticket  to  Boston  when 
United  bought  the  London 
routes.  Upon  calling  Pan  Am, 
Dyer  was  told  she  had  been 
shifted  to  two  United  flights. 
But  the  difference  in  the 
flight  schedules  caused  her  to 
lose  two  extra  days  of  work. 
"When  this  happens,  you  real- 
ize that  as  a  frequent  flier 
you  have  no  rights  at  all," 
Dyer  says.  Still,  at  least  she 
got  to  use  her  miles.  If  airline 
consolidation  continues,  other 
frequent  fliers  may  not  be  so 
lucky.  Jim  Ellis 


Electronics 

M  RADIO: 
m,  TUNING 
IS  EASIER 


you've  ever  hankered  to 
perate  a  ham  radio  but 
rere  daunted  by  the  idea 
'arning  Morse  code,  now 
)ur  chance  to  act.  New 
:  from  the  FCC  let  you  ob- 
a  Technician-class  license 
imply  passing  a  written 
of  radio  theory  and  oper- 
\  regulations, 
chnician  privileges,  while 
ed,  go  far  beyond  those 
itizen's  band,  allowing 
ter  transmitting  power 
access  to  advanced  broad- 
ng  technologies.  The  $5 
inician  ticket  lets  you 
personal  messages  on 
very-high  and  ultrahigh 
uency  (vhf  and  UHF) 
Is — 50  megahertz,  or  6 
Is,  and  up. 

lose  frequencies  don't 
i\  much  beyond  300  miles 


HAND-HELD  VHF  WALKIE-TALKIES  RUN  FROM  $200  TO  $650 


on  their  own.  But  a  network 
of  radio  repeaters  on  tall 
buildings  or  mountaintops  can 
extend  the  range  by  hundreds 
of  miles,  depending  on  what 
part  of  the  country  you're  in. 
So  a  ham  in  Sacramento,  say, 
may  reach  as  far  away  as 
Phoenix. 

With  the  right  antenna, 
VHF  equipment  can  even  get 
you  to  foreign  countries  via 
satellites.  The  more  common 
way  to  span  oceans  is  to 
broadcast  directly  on  lower 


frequencies.  To  do  that,  how- 
ever, you'll  need  a  Novice- 
class  license,  which  requires  a 
smattering  of  Morse  code. 
no  mess.  For  many  people, 
ham  radio  still  conjures  up  a 
picture  of  an  unwieldy  box 
with  a  tangle  of  wires  and 
glowing  tubes.  But  today's 
streamlined,  computer-con- 
trolled VHF  equipment  can  fit 
into  a  car  dashboard  or  the 
palm  of  a  hand. 

Handheld  vhf  walkie-talk- 
ies run  from  $200  to  $650, 


while  larger,  more  powerful 
transceivers  for  home  or  car 
cost  $300  to  $1,100.  Simple 
home  antennas  go  for  an  addi- 
tional $100  or  so.  Most  gear 
comes  from  Japan,  with  popu- 
lar brands  including  Ken- 
wood, ICOM,  and  Yaesu.  Gen- 
erally, the  more  you  spend, 
the  more  powerful  the  trans- 
mitter and  the  more  memory 
is  available  for  storing  differ- 
ent operating  frequencies. 

Where  to  buy?  Check  the 
yellow  pages  under  Radio 
Communications  for  local 
dealers,  and  look  for  mail  or- 
der ads  in  ham  magazines 
such  as  CQ  Amateur  Radio 
Journal  (516  681-2922)  and 
QST.  The  latter  is  available 
only  to  members  of  the  Amer- 
ican Radio  Relay  League,  the 
nation's  premier  ham  organi- 
zation. Drop  them  a  line  at 
225  Main  St.,  Newington, 
Conn.  06111,  and  they'll  fill 
your  mailbox  with  informa- 
tion on  how  to  get  started, 
including  names  of  local  radio 
clubs  that  offer  theory  and 
code  lessons  and  administer 
FCC  tests.  John  Verity 
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Tax  Tips 

YOUR  OWN 
BOSS?  TAKE  AN 
IRA  TAX  BREAK 


E 


ven  if  you're  racing  to 
gather  last  year's  tax 
data  for  the  Apr.  15 
deadline,  you  still  have  time 
to  safeguard  a  healthy  chunk 
of  1990  income  from  the  Inter- 
nal Revenue  Service.  It's  pos- 
sible if  you  earned  money 
from  your  own  full-time  or 
sideline  business. 

Anyone  who  is  self-em- 
ployed can  qualify  for  a  re- 
tirement program  that  com- 
bines features  of  the  familiar 
Keogh  and  individual  retire- 
ment account  (IRA)  plans. 
Called  a  SEP-IRA,  it  can  pro- 
vide you  with  an  immediate 
deduction  and  future  tax-de- 
ferred investment  growth. 
The  acronym  stands  for  "sim- 
plified employee  pension  indi- 
vidual retirement  account." 

Although  the  deadline  for 
funding  a  regular  IRA  is  Apr. 


IRA,  you 
single 

with 
oi- 


lS,  you  can  open  a  SEP-IRA  on 
that  date  or  anytime  before 
Oct.  15  if  you  request  the  nec- 
essary filing  extensions.  In 
any  case,  you  still  can  take  a 
deduction  for  1990.  To  pay 
1990  income  into  a  Keogh, 
you  had  to  have  established 
one  last  year. 

To  set  up  a  SEP 
merely  complete  a 
form  (5305-SEP) 
your  broker,  banket- 
insurance  agent.  Noth 
ing  gets  sent  to  the 
IRS,  and  no  annual 
ing  is  required.  All  you 
is  report  each  year 
ductible  contributio 
as  an  adjustment  to 
income   on  your 
1040.  Expect  an  an- 
nual management 
fee  of  about  $30. 

The  pretax  dolla 
you  set  aside  can't 
ceed  15%  of  the  net 
from  your  business, 
law  limits  the  net  you  can 
consider  to  $200,000."  So  the 
most  you  can  contribute  and 
deduct  is  $30,000— the  same 
maximum  self-employed  tax- 
payers can  pay  into  a  defined- 
contribution  Keogh.  (You  can 


invest  larger  sums  in  a  de- 
fined-benefit  Keogh,  which 
sets  specific  retirement 
payouts.) 

Another  distinction:  A  SEP- 
IRA  doesn't  require  an  annual 
contribution,  as  some  Keogh 
plans  do.  You  can  put  in  as 


rs 
ex 

profit 
And  the 


much  (up  to  the  limit)  or  as 
little  as  you  wish  in  any  year. 
As  with  a  regular  IRA,  you 
can  invest  in  mutual  funds, 
CDs,  zero-coupon  bonds,  or 
other  instruments.  And  you 


can  open  a  SEP-IRA  even  if  ;■ 
already  have  a  regular  IR^I 
a  Keogh.  (But  if  you  do,  ch  I 
with  your  tax  adviser  on  I 
ing  requirements  and  the  jd- 
centage  of  income  you  n 
contribute  to  each.) 

PENALTY  TAX.  SEP  IRAS  I 

simpler  to  administer  til 
Keoghs  and  are  most  beni- 
cial  to  individuals  who  wl 
alone.  But  they  can  presl 
problems  for  small-businl 
owners  with  employees.  O  I 
ers  who  establish  sep-iras  1 
themselves  may  also  have  I 
set  them  up  for  some  emp  l 
ees  who  earn  as  little  as  $| 
a  year.  That  means  part-t  | 
workers  may  qualify.  On 
other  hand,  an  employer 
establishes  a  Keogh  plan  n 
only  make  contributions  l 
full-time  workers. 

Once  your  untaxed  SEP- 1 
dollars  are  squirreled  aw  I 
the  same  rules  that  gov  | 
other  qualified  retirem  I 
plans  apply.  For  exam]  I 
you'll  pay  a  10%-  penalty  g 
on  money  withdrawn  be: 
age  59V2.  Otherwise,  U 
Sam  won't  get  to  lay  a  h 
on  the  funds  until  you  t| 
them  out.  Don  D 


As  the  junk  market  recov- 
ers from  its  battering, 
Fidelity  Investment's  Capital 
&  Income  fund  is  poised  to 
profit.  Back  in  December, 
1990,  Fidelity  got  investors' 
approval  to  adopt  a  more  ag- 
gressive strategy  for  manag- 
ing what  was  then  the  Fideli- 
ty High  Income  Fund. 
Instead  of  shying  away  from 
the  riskiest  and  most  lucra- 
tive part  of  the  market — 
namely,  the  highly  illiquid 
bonds  of  companies  near  or 
already  in  bankruptcy — Fi- 
delity plunged  in. 

The  tactic  is  designed  to 
make  the  giant  mutual-fund 
company  the  most  powerful 
buyer  of  junk  bonds  and  give 
its  retail  investors  a  chance 
to  play  alongside  such  bank- 
ruptcy mavens  as  Carl  Icahn. 
Such  pros  buy  the  bonds  at 
depressed  prices  and  then 
try  to  get  the  company  re- 
structured in  a  way  favor- 
able to  them.  Ideally,  they 
then  cash  out  at  twice  or 
three  times  what  they  paid. 


Smart  Money 

TURNING  TO  CHAPTER  11  JUNK 
FOR  BIG  RISKS— AND  REWARDS 


It's  not  easy.  Bankruptcies 
are  acrimonious,  legalistic  af- 
fairs that  pit  bondholders 
against  other  creditors  and 
routinely  take  two  years  or 
more  to  resolve.  Still,  Fideli- 
ty believes  it  can  enter  pro- 
ceedings as  one  of  the  larg- 
est bondholders  and 
grab  the  advantage  by 
using  its  clout. 
hedged  bets.  The  ap- 
proach worked  with 
Eastern  Air  Lines.  In 
November,  1990,  after 
Eastern  went  into  Chap- 
ter 11,  Fidelity  started 
buying  the  airline's 
17%%  bonds  at  about 
$85  and  became  the 
largest  holder  of  the  is- 
sue. The  fund  managers 
felt  they  could  risk  get- 


ting stiffed,  because  the 
bonds  were  backed  by  cash 
and  planes.  By  hiring  law- 
yers and  being  closely  in- 
volved in  day-to-day  negotia- 
tions, Fidelity  fought 
Eastern's  efforts  to  grab  the 
collateral,  thus  protecting  it 


JUNK  FUNDS  BOUNCE  BACK 


Total  return 

Name 

1990 

1991* 

DEAN  WITTER 
HIGH-YIELD 

-40.13% 

30.61% 

LIBERTY 

HIGH-INCOME  BOND 

-12.80 

25.55 

AMEV  ADVANTAGE 
HIGH-YIELD 

-18.73 

25.36 

FIDELITY  CAPITAL 
&  INCOME 

-3.84 

10.19 

'Through  Mar.  28 


DATA  MORNINGSTAR  INC 


for  bondholders.  The  bon 
are  now  trading  at  $109. 

Fidelity  has  invested  or 
15%  of  the  fund's  $900  rr 
lion  in  distressed  securitL 
such  as  Hillsborough  Ho 
ings  and  MCorp.  The  rest 
in  such  top-tier  junk  as  R 
Nabisco.  Fidelity  hopes  to 
a  50-50  mix  over  the  ne 
year.  "Our  goal  is  to  ea 
13%  on  the  high-quality  e 
and  20%  on  the  bankrupt 
side,"  says  Dan  Harme 
portfolio  co-manager. 
So  far  this  year,  the  fu 
earned  a  10.2%  total 
turn,  lagging  traditioi 
junk-bond  funds  (tab 
and  the  junk  marke 
total  return  of  13.6 
But  it's  too  early 
judge  the  strategy. 

Some  investors  prei 
funds  with  only  hij 
quality  junk.  But 
you're  willing  to  go  c 
on  a  limb,  Fidelity's  w 
may  offer  a  bigger  p; 
off  down  the  line. 

Leah  Nathans  Sp 
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Leisure 


PORTALS  TO 
PORTUGAL'S 
PAST 


On  a  narrow  peninsula 
at  Europe's  south- 
western tip  sits  a  15th 
century  stone  fortress  and 
seafaring  school  built  by  Por- 
tugal's Prince  Henry  the 
Navigator.  Ferdinand  Magel- 
lan and  Vasco  da  Gama  both 
took  sailing  lessons  there.  To- 
day, these  same  rocky  shores 
are  home  to  one  of  Portugal's 
32  pousadas. 

Like  the  paradores  of 
Spain,  pousadas  are  govern- 
ment-owned inns  scattered 
about  the  countryside  in  his- 
toric and  scenic  spots.  Popu- 
lar among  German,  British, 
and  Spanish  vacationers,  they 
attract  few  Americans.  One 
reason  may  be  that  they  don't 
promote  themselves  much. 


Most  have  fewer  than  25 
rooms,  which  are  usually  full. 
But  if  you  make  reservations 
now,  you  should  get  your  pick 
of  dates  for  the  peak  summer 
months.  Once  you  arrive,  as 
my  wife  and  I  discovered  on 
our  honeymoon,  you'll  find 
yourself  steeped  in  romantic 
luxury  for  $70  to  $100  a  night, 
including  breakfast  for  two. 
hilltop  respite.  Pousadas 
come  in  two  varieties.  The  re- 
gional type  was  built  solely  to 
accommodate  travelers,  while 
the  historic  pousadas  are  re- 
stored centuries-old  castles, 
convents,  fortresses,  and 
mansions.  Since  the  whole 
country  is  the  size  of  Maine,  it 
is  easy  to  drive  from  one  to 
another,  staying  a  night  or 


two  in  each.  If  you  have  time, 
consider  a  short  plane  ride  to 
the  mountainous  island  of  Ma- 
deira, which  has  two  pousa- 
das. Marketing  Ahead  in  New 
York  City  (212  686-9213)  han- 
dles reservations  for  all  32. 

Our  trip  began  in  the  Al- 
garve,  Portugal's  most  fam- 
ous vacation  zone,  on  the 
southern  coast.  The  Algarve 
has  in  recent  years  become 
crowded  with  postcard  stands 
and  high-rise  hotels.  But  the 
23-room  Pousada  do  Sao  Bras 
provides  a  hilltop  respite  from 
the  clutter  and  is  only  a  half- 
hour's  drive  from  the  region's 
best  beaches.  From  the  inn's 
windows,  you  can  see  the  sea- 
side town  of  Faro  and  a  sliver 
of  ocean  in  the  distance.  A 
picturesque  resort  strewn 
with  shops  that  sell  hand- 
painted  ceramic  roosters, 
Faro  is  worth  a  visit  by  day. 
At  night,  you're  better  off 
nestled  high  in  Moorish  farm- 
land where  real  roosters  wake 
you  each  morning. 

A  stay  in  one  of  the  two 
historic  pousadas  just  south 
of  Lisbon  will  make 
you  feel  like  royalty. 
We  opted  for  one  in 
the  industrialized  city 
of  Setubal.  There, 
perched  atop  a  hill 
overlooking  a  cres- 
cent-shaped harbor, 
is  a  castle — ramparts 
and  all — that  shelters 
the  15-room  Pousada 
do  Sao  Filipe.  Named 
after  the  Italian  ar- 
chitect who  designed 
it.  this  400-year-old  fortress 
was  built  for  Spain's  King 
Philip  II,  who  invaded  and 
ruled  over  a  Portugal  impov- 
erished by  the  high  costs  of 
the  Age  of  Discovery. 

Like  most,  this  pousada  is 
a  quiet  place  without  much  in 
the  way  of  entertainment. 
Many  have  pools  and  tennis 
courts,  but  when  night  falls, 


Worth  Noting 

■  roll  out.  The  Limited 
Partner's  Survival  Guide 
tells  investors  what  to  look 
out  for  if  a  limited  partner- 
ship is  being  combined  with 
others  in  a  "roll-up"  plan.  It's 
$5  from  the  American  Associ- 


POUSADA  DO  CASTELO  IN  OBIDOS:  ONE  OF  32  STATE-OWNED  INNS 


eating  is  the  main  event.  We 
found  pousada  dining  deli- 
cious, but  the  atmosphere  is 
almost  too  elegant,  as  if  you 
were  eating  in  a  museum. 
You  can  usually  get  your  fix 
of  crusty  bread,  fresh  fish, 
and  wine  in  town  at  less  ex- 
pensive and  livelier  places. 
rustic  charm.  After  dinner, 
you  can  stroll  into  the  inn's 
comfy  sitting  room  and  strike 
up  a  conversation  with  an 
eclectic  group  of  travelers. 
One  chilly  night  in  Sao  Bras, 
we  found  ourselves  sitting  up 
late  sipping  brandy  by  a  roar- 
ing fire  and  discussing  politics 
with  a  British  solicitor. 

All  the  rooms  we  stayed  in 
were  charming,  complete  with 


ation  of  Limited  Partners  (800 
342-2257). 

■  TRAVEL  OPTIONS.  Condo 

Vacations  ($15,  Ten  Speed 
Press)  describes  some  3,000 
homey  accommodations.  Liv- 
ing in  a  condo  and  cooking 
your  own  meals  costs  50% 
less  than  a  hotel  stay,  says 
author  Pamela  Lanier. 


antique  furniture,  handson 
tiled  bathrooms,  and  spect 
lar  views.  But  to  really  ap 
ciate  pousada  living, 
must  put  aside  any  notion 
what  a  top-notch  hotel  sh< 
be.  These  inns  are  designe 
reflect  rustic  Portuguese 
ture  and  tradition.  Occasio 
ly,  you  will  encounter  a  sa 
bed  or  poor  TV  reception. 

Nevertheless,  this  netw 
of  inns  should  make  Port 
a  top  choice  for  a  EuropB 
vacation.  Besides,  Ameridl 
might  like  to  learn  ml 
about  Prince  Henry  and  | 
country.  After  all,  a  daug 
of  one  of  his  students  mar: 
a  young  navigator  named 
lumbus.  Evan  SchwM 


■  BRAND  NAMES.   The  H) 

Heinz  house  at  Greenfield 
lage  in  Dearborn,  Mich.,  r 
has  a  show  on  the  deve 
ment  of  brand-name  prodt 
in  the  U.  S.  Included:  H( 
"pickle  charms"  from 
1893  Chicago  World's  E 
and  Campbell  Kids  dolls  fit 
the  1950s. 
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PERSONAL  BUS'l 


Our  commercial  bankers 
work  so  hard  on  your 
business,  you'd  think 
they  owned  it. 


With  a  First  Interstate 
commercial  banker  on 
your  team,  you  have  an 
ally  to  help  handle  the 
financial  needs  of  your 
business. 

Our  commercial 
bankers  are  dedicated 
professionals,  committed 
to  establishing  long-term 
relationships  with  their 
customers.  Relationships 
built  on  trust,  responsive- 
ness and  flexibility.  Rela- 
tionships designed  to 
help  meet  the  needs  of 
your  company — now  and 
in  the  future. 

There  are  regional 
commercial  banking  cen- 
ters located  throughout 
California.  Let  us  know 
how  we  can  help  you- 
then watch  us  go  to  work. 


O First 
Interstate 

Bank 

We  go  the  extra  mile  for  you: 


Member  FDIC 


FICA 

98A-CA 


If  you  ignore  street  kids  long  enough,  they'll  go  away 

Every  year,  over  5,000  American  children  are  buried 
in  unmarked  graves.  They  are  street  kids  — scared, 
abused,  desperate  — who  struggle  every  day  just  to 
survive  in  a  vicious  and  violent  world.  For  these 
children  Larkin  Street  Youth  Center  is  a  haven.  A 
safe  place  to  go  for  food,  clothing,  medical  care 
and  professional  counseling.  But  most  of  all,  it's  hope. 
Please  support  Larkin  Street's  work. 
Kids  are  dying  for  your  help. 

Larkin  Street  Youth  Center 
1044  Larkin  Street,  San  Francisco,  CA  94109 
415-673-0911 


This  shouldrit  be 
the  only  place  the  elderly 

can  turn  for  help. 
I 


Since  1975,  Golden  Gate  housing,  financial,  and  tax    or  write  to  BSOwaller  Street, 
Senior  Services  has  been  problems.  We  have  classes  on  San  Francisco,  CA  94117  as  soon 
helping  the  elderly  maintain  everything  from  exercise  to    as  you  can. 
independent,  dignified,  and  painting.  And  we  fight  for  leg-     After  all,  none  of  us  is  get- 
meaningful  lives,  islation  that  helps  the  elderly,  ting  any  younger. 

We  serve  hot  meals  to        We  can't,  however,  do  it 

those  who  may  desperately  all  alone.  Your  help  is  greatly     GOLDEN  GATE 

need  them.  We  provide  help  needed.  or \TT/-vn  crrrtTTnrc 

and  advice  with  medical,         Please  call  415-621-1112    OElNlUK  ofcKVlLiriO 


Geritol®  is  a  registered  trademark  of  Beecham  Inc. 
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This  is  what 
it  feels  like 
to  have 
asthma. 


Try  breathing  through  a  thin  straw. 
With  an  asthma  attack  it's  a  fight  for 
every  breath  you  draw. 

Asthma  is  a  serious  lung  disease  that  can  affect  children  and  adults  at  any 
time.  An  attack  can  be  triggered  by  such  diverse  causes  as  cold  air,  pets, 
tobacco  smoke,  dust,  and  stress.  The  American  Lung  Association*  is 
helping  people  control  asthma  so  they  can  lead  happy,  normal,  active  lives. 

It's  a  matter  of  life  and  breath 


AMERICAN 


f 

I  " 


LUNG  ASSOCIATION 

The  Christmas  Seal  People  * 


Space  contributed  by  the  publisher  as  a  public  service 
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10  BUILD  THE  COUNTRY'S 
BEST  EDUCATED  WORK 
ORCE,YOU  HAVE  TO  START 
AT  THE  BEGINNING. 


It's  easy  to  see  why  Fairfax 
nty  public  schools  are  considered 
ng  the  best  in  the  country.  Over  half 
idults  who  live  here  are  college 
luates.  More  than  20,000  hold  Ph.D.s. 

They  insist  that  the  public 
)ols  prepare  their  children  for  life, 
they  mean  business. 

That's  why  the  elementary 
sols  offer  a  Japanese  immersion 
rrarn.  The  goal  is  to  make  students 
tit  in  Japanese  by  junior  high. 
I  by  adulthood,  more  competitive 
rorld  trade. 

That's  why  the  Thomas  Jeffer- 


son High  School  for  Science  and  Tech- 
nology has  worked  to  become 
one  of  the  leading  math  and  science 
magnet  schools  in  the  country. 

That's  why  companies  like 
TRW,  Mobil,  and  Electronic  Data  Sys- 
tems actively  participate  in  the 
school-business  partnership  program. 

Thafs  why  85%  of  our  high 
school  seniors  take  the  SATs.  And  why 
over  90 %  of  our  graduates  go  on  to  some 
form  of  higher  education. 

Want  to  learn  more?  Call  us  or 
send  in  the  coupon. 

You're  in  for  an  education. 


FAIRFAX  COUNTS 
VIRGINIA 

Please  send  me  more  information  on  the  business 
advantages  of  Fairfax  County. 


Name_ 
Title 


Company, 
Address 

City  

Phone  


State 


_Zip_ 


L 


Fairfax  County  Economic  Development  Authority. 
8300  Boone  Boulevard.  Suite  450,  Vienna,  Virginia  22182 
Telephone  (703)  790-0600.  Fax  (703)  893-1269. 
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Never  give  an 

addict  a 
second  chance. 

Confront  someone  in  your 
company  who's  using  drugs. 
This  is  what  you're  likely  to 
hear:  "I'll  never  use  drugs  agal 
I  promise." 

But  drugs  lie. 

The  people  don't  lie.  The' 
drugs  do. 

Drugs  own  the  person 
who  uses  them.  That's  the 
danger  of  addiction. 
The  addict  promises,  and  the  I 
dings  break  the  promise. 

You  have  to  say,  "Get  well* 
or  get  out."  You  can't  aff  ord 
to  give  an  addict  a  second 
chance.  The  addict  can  afford 
it  even  less. 

An  addict's  only  chance  I 
is  treatment.  If  vou  don't  have1 
a  treatment  program  in  vour 
company,  please  call 
1-800-843-4971.  That's  the 
National  Institute  on  Ding 
Abuse  hot  line  lor  managers 
and  CEOs.  It's  manned  by 
trained  employee  Assistance  jj 
Program  Planners  and 
designers,  from  Monday 
through  Friday.  9:00  a.m.  to 
8:00  p.m.  Eastern  Time. 
Thev  won  t  tell  you  what  to 
do.  but  they  can  outline  the 
options.  Call  now:  please  don'ip 
pass  up  this  chance. 
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Partnership  for  a  Drug-Free  A  mend 
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27 
million 
Americans 
can't  read. 
And  guess 
who  pays 
the  price. 


Every  year,  functional 
illiteracy  costs  American 
business  billions. 

But  your  company  can 
fight  back. . .by  joining 
your  local  community's 
fight  against  illiteracy. 
Call  the  Coalition  for 
Literacy  at  toll-free 
1-800-228-8813  and  find 
out  how 

You  may  find  it's  the 
greatest  cost-saving 
measure  your  company 
has  ever  taken. 

A  literate 
America  is  a 
good  investment. 


(jouxh  Coalition  for  Literacy 
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Inaccurate  information,  incomplete  mfor-  died  manually.  And  when  you  consider  matters  most:  the  children.  As  important  as 
motion,  information  that  doesn't  arrive  the  that  the  key  to  helping  children  is  to  make  it  is,  however,  it's  just  one  example  of  how 
moment  you  need  it  can  hurt.  Obviously,       informed  decisions  and  to  make  them  fast,       we  work  closely  with  customers  to  solve 

POOR  INFORMATION  CAN  HURT  SOMETHING 
MORE  SACRED  THAN  PROFITS. 


it  hurts  people  in  business.  But,  unfortu- 
nately, there  are  times  when  the  people 
that  it  hurts  are  children.  And  no  group  is 
working  harder  to  prevent  that  than  child 
protection  workers  throughout  the  country. 
But  look  at  what  they  face.  Caseworkers 
are  overloaded.  And  the  number  of  child 
abuse  cases  is  on  the  rise.  Compounding 
the  problem  is  the  mounting  burden  of 
legal  and  administrative  tasks.  And  the  fact 
that  paperwork  is  still  by  and  large  han- 


even  the  most  Herculean  effort  often  isn't  tough  problems.  Today  the  systems  and 

enough.  That  was  the  problem.  And  to  applications  Bull  has  developed  for  law 

Berrien  County,  Michigan,  it  was  under-  enforcement,  social  services  and  the  courts 

standably  the  toughest  problem  in  the  are  used  by  state  and  local  governments  in 

world.  In  a  |omt  effort  with  caseworkers,  43  states.  Call  1 -800-233-BULL,  ext. 

we  developed  the  Bull  Child  Protection  2300,  for  a  free  demonstration  of  the  Bull 

System.  Which  gives  caseworkers  instant  Child  Protection  System.  In  Canada  1-800- 

access  to  critical  information  so  decisions  268-4144.  It  isn't  one  of  the  biggest  sys- 

can  be  made  m  minutes.  And       Worldwide  terns  we've  ever  developed. 

Information 

by  reducing  clerical  tasks,  it  ~^ — r   But  to  us  it  is  undoubtedly 

lets  workers  focus  on  what 


Bull  • 


one  of  the  most  important. 


We  solve  the  toughest  problems  in  the  world. 
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ncial  markets  took  a 
aster  ride.  The  Dow  Jones 
I  average  fell  33  points 
1 .  prodded  by  fears  of 
d  economic  malaise  and 
ipar  earnings  outlook  for 
iquipment  Corp.  The  dol- 
Dond  prices  were  also 
;H.  But  investors  viewed 
at  as  a  buying  opportuni- 
the  Dow  soared  64  points 
day.  The  Standard  & 
00-stock  index  and  the 
3  index  of  over-the- 
stocks  set  new  highs. 


STOCKS 
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tKET  ANALYSIS 


rocKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

>NES  INDUSTRIALS 
(APANIES  (Russell  1000) 
COMPANIES  (Russell  2000) 
VAPANIES  (Russell  3000) 

2926.7 
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1 1 .5 
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TECHNICAL  INDICATORS 
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N  STOCKS 

Latest 
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52-week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 
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333.3 
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USTRY  GROUPS 

BRIDGE  INFORMATION 

SYSTEMS  INC. 
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% 
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change 

52-week 
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%  change 
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Price 

ERAGE  FIRMS 

16.9 

48.5 

A.  G.  EDWARDS 

19.0 

43.2 

34% 

EWARES 

14.3 

26.0 

RUBBERMAID 

18.8 

40.3 

51% 

ALTY  APPAREL  RETAILERS 

13  3 

37.9 

LIMITED 

13.9 

33.9 

27% 

CHAINS 

11.3 

39.7 

ALBERTSON'S 

17  4 

64  2 

46% 

?AL  MERCHANDISE  CHAINS 

10.5 

29  3 

SEARS  ROEBUCK 

16.7 

-8.6 

35% 

WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

ONE  TOOLS 

-10.6 

-32.0 

CROSS  &  TRECKER 

-24.2 

54  5 

3% 

ND  GAS  DRILLING 

-9.4 

-23.7 

ROWAN 

-9.4 

■yj  2 

9% 

SP0RTATI0N  SERVICES 

8  9 

-27.3 

FEDERAL  EXPRESS 

-9.3 

-36.3 

35V2 

'LITER  SYSTEMS 

8  5 

6.3 

DIGITAL  EQUIPMENT 

-15.1 

-16.6 

64 

VELL  EQUIPMENT  AND  SERVICES 

7  9 

3.6 

HALLIBURTON 

-13.2 

-0.6 

45% 

TUAL  FUNDS 


us 

ek  total  return 


MORNINGSTAR  INC 


LAGGARDS 
Four-week  total  return 


s&p  500 

4-week  total  return 


LITY  SELECT  MEDICAL  DELIVERY 
IMAN  DEAN 
RICAN  HERITAGE 

k  total  return  

LITY  SELECT  BIOTECHNOLOGY 
LITY  SELECT  MEDICAL  DELIVERY 
LITY  SELECT  HEALTH  CARE 


13.8 
12.6 
12.1 


92.1 
80.0 
72.3 


STRATEGIC  INVESTMENTS  -13  7 

DFA  CONTINENTAL  SMALL  COMPANY  -7  6 

FIDELITY  SELECT  ENERGY  SERVICE  -7.2 

52-week  total  return  % 


STRATEGIC  INVESTMENTS 
STRATEGIC  SILVER 
STRATEGIC  GOLD/MINERALS 


-44.2 
-37.4 
-36.4 


ATIVE  PORTFOLIOS 


DATA  RESOURCES  INC. 


amounts 
snt  the  present 
of  $10,000 
id  one  year 
each  portfolio 

ages  indicate 
y  total  returns 


U.  S.  stocks 
$11,305 

+  2.56% 


llll 


Treasury  bonds 
$11,156 

+  1.14% 


Money  market  fund 
$10,651 

+  0.13% 


Foreign  stocks 
$10,260 

-1.50% 


<  it.ld 
$9,624 

-1.38% 


on  this  page  are  as  of  market  close  Wednesday 
groups  include  S&P  500  companies  only;  performar 


Apr.  3,  1991,  unless  otherwi- 
:e  and  share  prices  are  as  of 


Apr.  2.  Mutual  fund  returns  are  a 
detailed  explanation  of  this  page  , 


of  Mar.  29.  Relativ. 
available  on  reques' 


portfolios 


of  Apr.  2.  A 
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HOW'S  THE  TIME  TO  IHVEST 
IH  EASTERH  EUROPE 


The  new-won  freedom  of  the  peoples  of  Eastern  Europe 
will  be  at  risk  until  their  economies  can  supply  jobs, 
housing,  and  all  the  goods  and  services  that  underpin 
a  decent  life  and  a  stable  political  system.  Hungary,  Poland, 
and  Czechoslovakia  have  made  an  encouraging  start  (page 
46).  The  best  news  is  that  a  major  self-engendered  "Opera- 
tion Bootstrap"  is  under  way. 

Entrepreneurs,  tradesmen,  and  shopkeepers  have  started 
up  businesses  that  are  flourishing  in  a  way  that  centrally 
directed  operations  never  could.  A  locally  grown  private 
economy  is  creating  output  faster  than  it's  being  extin- 
guished in  the  bankrupt  state  sector.  But  the  region  needs 
direct  investment,  cash  on  the  line  by  foreign  companies, 
and  individuals  making  hardheaded  decisions  about  viability 
and  profits.  In  a  couple  of  years,  the  three  countries  togeth- 
er could  be  getting  $3.5  billion  a  year  in  such  investment — 
triple  what  they  received  in  the  whole  communist  period. 

This  free-market  process  is  far  too  slow  for  some  people's 
taste.  But  they  are  probably  mistaken.  Throwing  aid  money 
at  decayed  state  enterprises  isn't  the  answer,  as  the  former 
East  Germany  shows.  Bonn  is  pouring  $75  billion  into  the 
east  this  year  alone,  but  the  outcome  there  is  deep  resent- 
ment and  an  alarming  resurgence  of  politically  inspired  vio- 
lence. The  assassins  that  murdered  Detlev  Rohwedder,  head 
of  Germany's  Treuhandanstalt  privatization  agency,  were 
killing  the  messenger.  But  they  won't  change  the  message: 
Reversing  40  years  of  communist  misrule  will  lie  a  long, 
hard,  painful  slog. 

Of  course,  the  Soviet  Union  is  still  an  uncomfortably  close 
neighbor.  Turmoil  there  could  still  provide  many  more  har- 
rowing moments,  if  large  numbers  of  refugees  flee  west. 
Eastern  Europe  is  rebuilding  cultural,  scientific,  and  educa- 
tional bridges  to  the  west.  But  it's  even  more  important  to 
find  a  way  of  hitching  the  region's  emerging  entrepreneurs 
to  the  European  Community  and  the  world  economy.  That 
way,  they  will  be  capable  of  facing  the  full  blast  of  interna- 
tional competition. 


DON'T  FENCE  IN  CREDIT 
CARDS,  FREE  THE  BANKS 


With  293  million  credit  cards  in  circulation,  Ameri- 
cans charged  $366  billion  worth  of  goods  and 
services  on  plastic  last  year.  Numbers  like  that 
have  spelled  big  profits  in  recent  years  for  U.  S.  banks, 
almost  the  sole  issuers  of  Visa  and  MasterCard,  the  biggest 
brands  going.  Despite  tough  economic  times,  bank  card  divi- 
sions continue  to  mint  money,  though  the  rest  of  their 
institutions  may  be  bedeviled  by  bad  loans.  Small  wonder 
that  bankers  are  howling  over  the  invasion  of  the  bank  card 
business  by  nonbank  giants,  such  as  AT&T  (page  28). 

It  won't  do  to  dismiss  all  of  the  banks'  complaints.  After 


all,  banks  built  the  Visa  and  MasterCard  franchises  f rM 
scratch  and  invested  millions  in  establishing  the  bral 
names.  What's  more,  the  clash  over  credit  cards  reflectJ 
broader  trend.  Federal  and  state  laws  severely  restrict  M 
kinds  of  businesses  banks  can  enter  and  forbid  them  to  of 
branches  across  state  lines.  No  other  industry  is  circ 
scribed  by  so  many  regulatory  controls.  Commercial  com 
nies,  with  far  fewer  restrictions,  are  carving  off  a  grow 
share  of  the  traditional  banking  business.  Already,  the  fin 
cial  arms  of  companies  such  as  General  Electric  Co 
Ford  Motor  Co.  make  as  many  loans  as  money-center  banl 
Perhaps  the  current  battle  over  credit  cards  shouldl 
center  on  keeping  nonbanks  out  of  banking  at  all.  Instel 
we  should  be  looking  at  prudently  expanding  (remember! 
the  S&Ls)  the  competitive  horizons  of  the  banking  industl 
For  years,  bankers  have  pleaded  for  permission  to  expa 
their  inventory  of  financial  products  into  mutual  funds  ;1 
life  insurance,  for  example.  The  Administration  is  correct! 
urge  lawmakers  to  allow  banks  more  freedom  to  get  i! 
other  lines  of  business.  Then,  they  wouldn't  be  so  depend! 
on  profits  from  credit  cards  as  a  last  resort. 


CONGRESS  MUST  CALL  THE] 
TUNE  ON  MEXICAN  TALKS! 


President  Bush  needs  Congress'  go-ahead  to  revive  I 
107-nation  General  Agreement  on  Tariffs  &  Tr;j 
talks,  which  stalled  last  December,  as  well  as 
authorization  to  negotiate  a  free-trade  pact  with  Me? 
(page  33).  The  gatt  talks,  if  they  succeed,  will  open  glol 
markets  to  increased  exports  of  U.  S.  services  and  faf 
products.  The  more  controversial  pact  with  Mexico  would 
the  first-ever  attempt  to  open  the  border  between  an 
vanced  industrial  country  and  a  developing  country  to  f: 
flows  of  goods  and  services.  Mexico's  large,  low-paid  lalj 
force  could  become  a  magnet  for  stepped-up  investments) 
serve  the  North  American  market — including  Canada,  wh| 
already  has  a  free-trade  pact  with  the  U.  S. 

Arguably,  however,  the  attempt  is  premature.  The  yav 
ing  economic  and  social  disparities  between  the  U.  S.  d 
Mexico  create  the  potential  for  lost  jobs  and  departing  indl 
try.  as  well  as  side  effects  such  as  worsening  environmerJ 
problems.  To  ease  such  worries,  the  Administration  is  I 
pected  to  promise  that  it  will  expand  programs  such  is 
retraining  for  laid-off  American  workers  and  to  insist  til 
Mexico  improve  its  performance  in  areas  from  workti 
rights  to  environmental  protection.  If  the  resulting  fri 
trade  agreement  doesn't  deliver  on  Congress'  precondition 
it  will  probably  be  rejected. 

Congress  needs  to  spell  out  a  negotiating  mandate! 
make  sure  that  any  accord's  benefits  outweigh  its  dra 
backs  for  the  U.  S.  But  it's  not  necessarily  a  tragedy  it 
satisfactory  free-trade  deal  can't  be  struck  at  this  tiif| 
U.  S.-Mexican  economic  ties  can  continue  to  expand  rapic 
as  they  have  in  recent  years,  under  less  sweeping  agr 
ments.  That  should  narrow  the  economic  and  social  1 
between  Mexico  and  the  U.  S. — and  thus  pave  the  wj] 
eventually,  for  full-scale  free  trade. 
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E  BEST-KNOWN,  UNKNOWN  COMPANY  IN  AMERICA 


Westinghouse.  Over  100  million  people 
tune  us  in  every  day 


Westinghouse  Group  W 
adcasting  is  one  of  the  most 
amic  and  diversified  enter- 
ment  companies  in  America. 

We  may  also  be  the  most 
)rising.  From  the  nation's  first 
lmercial  radio  broadcast  more 
1 70  years  ago,  Group  W 
lio  has  grown  to  be  America's 
est  non-network  radio  group, 
h  18  major  market  radio 
ions,  we  reach  one  out  of 


three  American  homes. 

Maybe  even  more  surprising, 
Group  W's  five  TV  stations  are 
seen  in  10  million  American 
homes  a  week. 

Group  W  Productions 
produces  and  syndicates  popular 
shows  that  are  seen  in  more  than 
40  countries. 

We  distribute  more  video 
programming  via  satellite  than 
anyone  else.  We  even  market 


cable  TV's  popular  Nashville 
Network.  And  we're  the  largest 
non-network  video  news  service, 
reaching  more  than  70  million 
homes  in  North  America, 
Europe,  and  Australia. 

All  this  may  surprise  you, 
but  one  thing's  for  sure:  the 
best-known  unknown  company 
in  America  is  a  company 
worth  watching. 


You  can  be  sure...  if  it's  Westinghouse 


There  are  some  things  that  seem  so  right  the  way  they  are,  it  would  be  unnatural  for  the 
change.  Then  again,  no  sooner  do  we  believe  something  is  sacrosanct^ 
than  change  comes  along  and  shakes  our  notions  apart.  Such  is 
the  Porsche  Tiptronic  automatic  transmission. 

In  fact,  it  has  always  been  Porsche-like  to  do  the  unex- 
pected. In  1947,  when  Professor  F.  Porsche  created  his  first 
sports  car,  he  ignored  convention.  The  engine  was  placed 
in  the  rear.  Lightweight  materials  employed.  Styling  fore- 
sook  garish  ostentation  of  the  day  for  smooth,  timeless 
aerodynamics.  Porsche  has  spent  the  en- 
suing decades  refining  that  original  concept. 
Never  changing  for  the  sake  of  change,  but 
never  fearing  to  move  ahead. 

The  truth  is,  the  idea  of  a  high  performance 
automatic  has  always  intrigued  Professor 
Porsche.  If  you  didn't  have  to  let  off  the 
power  and  depress  another  pedal  repeat- 
edly, you  could  drive  even  harder  and 
with  greater  concentration,  right? 

In  keeping  with  the  Porsche  her- 
itage, the  answer  was  found  on  the 
racetrack. Working  with  drivers  pilot- 
ing our  famed  Type  962  racing  cars, 
our  engineers  developed  a  clutch- 
less  electronic  transmission  that 
let  them  shift  with  just  the  flick  of 
a  lever,  with  no  let-up  in  power. 
Championships  followed. 

To  get  an  automatic  for  our 
sports  cars,  the  remaining  trick 
was  to  make  the  car  "think!'  To 
sense  when  you  want  to  shift.  By 
combining  the  electronic  concept 
with  a  sophisticated  computer, 


April  Z2—   

K         S  THREAT  TO  RECOVERY:  THE  STATE  AND  LOCAL  BUD^cir  ^UNCH 


\PRIL  22, 1991 


A  McGRAW-HILL  PUBLICATION 


ME  FUTURE  OF 


AN  BANKS  HOLD  OFF  CONSOLIDATION:  THE  100  LEADING 
HEIR  CHALLENGERS?     WILL  IT  WORK?        BANKS  IN  THE  U.S. 


oiot>6  vo  3wvoNiiyna 

aa  asoawidd  ost> 
xavaan  onand  3wvoNiiana 

9<?8£     Z01  I6d3S       09T.II8S0I  2090 
0I0t>6  ±I9Id-S*xxxxxxxxxx 


MBER  3210 


BusinessWeek 


APRIL  22,1 991 


MPETITORS  THAT  ARE  NOT  SUBJECT  TO  GOVERNMENT  REGULATIONS  ARE  NOW  ACTIVE  IN  ALMOST  EVERY  SECTOR  OF  BANKING 


Special  Report 


72  THE  FUTURE  OF  BANKING 

The  industry,  as  we  know  it, 

is  dying.  It's  losing  market  share 

to  rivals  from  mutual  funds  to  Sears 

to  AT&T.  Deregulation  would 

help,  but  prospects  for  that 

are  iffy.  To  survive  into  the 

21st  century,  banks  must  change — 

and  they  must  be  free  to  do  so 

77  BANK  MERGERS  AREN'T  SIMPLE 
Activists'  protests  and  squabbling 
bankers  often  spoil  potential  unions 

80  BANK  SCOREBOARD 

Profits  improved  in  1990 — but  after 
1989,  that  wasn't  much  of  a  feat 


Top  of  the  News 


24  $40  BILLION  AND  RISING 

From  sea  to  shining  sea,  states  and 
municipalities  are  mired  in  red  ink 
FRACAS  AT  THE  FED? 

Yes,  things  look  chaotic — but  that 
hasn't  unhinged  policy 


27 


28  P&G  FOLLOWS  ITS  NOSE 

Buying  two  Revlon  lines  gives  it 
a  global  network  for  cosmetics 

29  COMMENTARY 
Takeovers  used  to  be  too  easy. 
Now  they're  too  hard 

32  BAD  CONNECTION  AT  AT&T 

Labor-management  harmony  is  over 

32  BRIDGESTONE'S  HAIRPIN  CURVES 
Can  it  cut  jobs  and  placate  the  union? 

33  BIG  COMMITMENT  AT  BIG  BLUE 
It's  spending  millions  to  boost  OS/2 

34  AND  THEY  CALLED  IT  'INSURANCE' 
Industry  watchdogs  just  woke  up 

35  NANCY  REAGAN'.  BLOCKBUSTER? 
Huge  sales — but  maybe  slim  profits 

38  IN  BUSINESS  THIS  WEEK 

Nintendo,  Edsel  Ford,  Bank  of 
Boston,  Soviet  accounting,  network 
ruling,  forensic  economics,  SEC  probe 

International 

42  CHINA 

Using  prison  labor  to  earn  hard 
currency 


46  CHINA 

The  U.  S.  may  rescind 
most-favored-nation  trade  status 

47  INTERNATIONAL  OUTLOOK 

Turkey's  gamble  may  be  paying  off 

Economic  Analysis 

16  ECONOMIC  VIEWPOINT 

Becker:  As  nations  splinter, 
global  markets  are  merging 

20  ECONOMIC  TRENDS 

The  dollar's  amazing  about-face,  a 
dismal  first-quarter  forecast,  falling 
oil  prices,  small-business  hiring 

21  BUSINESS  OUTLOOK 

The  blizzard  of  pink  slips  is  keeping  a 
spring  recovery  snowbound 

Government 

39  WASHINGTON  OUTLOOK 

Redistricting:  The  battle  lines  run 
right  through  the  Democratic  party 

69  THE  'MEDICAL  ARMS  RACE' 

As  hospitals'  capital  spending  soars, 
medicare  grows  tightfisted 


IUSINESS  WEEK/APRIL  22,  1991 


ltimedia 
(kiomania 


Or,  Why  We're  Absolutely  Positively 

Obsessed  With  Helping 
Computers  Listen,  See,  and  Talk. 

One  thing  is  clear  about  the  future  of  technology 
There  will  be  a  merger  of  voice,  data,  and  image 
communications.  Well  "talk"  to  our  computers 
rather  than  "key"  them.  "Listen"  rather  than  "read" 
them.  High  speed  compression  and  decompres- 
sion, digital  signal  processing,  word  spotting,  ISDN 
and  other  technologies  will  make  this  multimedia  : 
world  possible.  And  what  these  unique  technologic  i 
have  in  common  is  that  AT&T  Network  Systems  and! 
Bell  Laboratories  are  in  the  forefront  of  all  of  them.; 
AT&T  is  obsessed  with  researching.  Developing. 
Integrating.  Implementing.  So  when  multimedia  is^  J 
finally  "here"  you'll  find  it  at  AT&T  and  your  local 
phone  company  first. 

AWT  and  Your  Local  Phone  Compare 
Technologies  For  Vie  Real  World. 


AT&T  I 

Network  System 


BREAKING  THE  SALES  BARRIER: 
'IF  AIRBUS  HAS  TO  GIVE  AWAY 
AIRPLANES'  TO  CUT  OUT  A  PIECE  OF 
THE  AMERICAN  MARKET,  ITS  U.S. 
CHAIRMAN  WARNS,  'WE  WILL  DO  IT' 


CHINA'S  UGLY  EXPORT  SECRET: 
A  SIX-MONTH-LONG  BUSINESS  WEEK 
PROBE  DISCOVERS  THAT  GOODS  FOR 
SALE  IN  FOREIGN  MARKETS  ARE  BEING 
MADE  BY  POLITICAL  PRISONERS 


V 


SHARE 
THE 


24    THE  SAD  STATE  OF  THE  STATES: 
AS  MONSTER  DEFICITS  SPREAD 
ACROSS  THE  COUNTRY,  LOCAL 
SERVICES  ARE  BEING  CUT— AND  A 
RECOVERY  COULD  BE  DELAYED 


The  Corporation 

AIRBUS  COMES  ON  STRONG 

Once  written  off  as  a  European  folly, 
the  consortium  has  built  a  family  of 
high-tech  planes  with  global  appeal 

K&R  BLOCK'S  NEW  TAX  BASE 

Electronic  filing  delivers  the  boost 
that  an  ambitious  diversification 
program  didn't 

Finance 

AN  AMERICAN  DREAM 

France's  Claude  Bebear  is  after 
Equitable  Life  Assurance  Society — 
warts  and  all 

INSIDE  WALL  STREET 

Is  Pic  'N'  Save  a  bargain  buy7 
Sea  Containers  rides  a  wave 
The  big  buzz  over  a  bug-killer 

INVESTMENT  FIGURES  OF  THE  WEEK 

Science  &  Technology 

RED  ALERT  OVER  THE  OZONE 

Armed  with  new,  grimmer  evidence, 
the  EPA  may  want  even  stricter 
rules.  But  business  says  'whoa' 

DEVELOPMENTS  TO  WATCH 

Solar  power,  color  printing  made 
easy,  prelubrication,  global 
warming,  a  lifeline  for  the  elderly 


Information  Processing 

94  HERE  WE  GO  AGAIN 

Perot  Systems  is  expected  to  make 
$150  million  this  year,  and  Perot  says 
it  will  reach  $1  billion  by  2000 

98  CONVEX  CROWDS  CRAY 

With  its  new  C3  line,  the  maker  of 
minisupercomputers  wants  to  move 
up  to  a  higher  class.  But  can  it  spar 
as  a  full-fledged  heavyweight'.' 

IOO  THREE  DEALS  FOR  3-D 

Silicon  Graphics'  image  technology 
gets  a  boost  from  Microsoft, 
Compaq,  and  a  computer  consortium 


Legal  Affairs 


102  ATTACK  OF  THE  WATCHDOGS 

The  federal  Sentencing  Commission 
is  set  to  read  business  the  riot  act 
104  KEEPING  PROSECUTORS  AT  BAY 

Compliance  programs  can  help 
companies  avoid  indictments 


Sports  Business 


106  TUBULAR  MARKETING,  DUDE 

Stoked  on  surfing,  big  advertisers 
are  hitting  the  beach 


Marketing 


People 


A  HUNTER  FEELS  HUNTED 

Harold  Hook  puts  his  acquisitive 
American  General  on  the  defensive 


102    CRIME  IN  THE  SUITES: 

AFTER  YEARS  OF  WRIST-SLAPPING, 
THE  FEDS  ARE  TAKING  A  HARD  LINE  ON 
BUSINESS  CRIME,  ESPECIALLY  IN 
ANTITRUST  AND  FRAUD  CASES 


108  NOT  SO  HAUTE 

Designer  prices  come  down  to  earth 

Personal  Business 

1 12  COLLECTING:  Art  at  auction 

INSURANCE:  Insuring  deferred  pay 
SMART  MONEY:  No-tax  inheritance 
OUTDOORS:  Appalachian  rafting 
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4  BUSINESS  WEEK  INDEX 

5  READERS  REPORT 
14  BOOKS 

Kotlowitz:  There  Are  No  Children 
Here 

117   INDEX  TO  COMPANIES 
120  EDITORIALS 

How  to  improve  deposit  insurance 
Dear  Fed:  Stop  bickering.  Cut  rates 
Airbus:  What  are  the  real  costs? 


Week  (ISSN  0007-7135)  published  weekly,  except  for  one  issue  in  January,  by  McGraw-Hill  Inc  U  S  subscriber  rate  $39  95  per  year  In  Canada,  one  year:  CDN  $54.95.  Single 
'.50  Executive.  Editorial,  Circulation,  and  Advertising  Offices:  1221  Avenue  of  the  Americas,  New  York,  NY  10020  Second-class  postage  paid  at  New  York,  N  Y.,  and  at  additional  mailing 
astage  paid  at  Montreal,  P  Q  Registration  Number  90 10  Title  Reg  in  U  S  PatentOffice  Postmaster:  Send  address  changes  to  BUSINESS  WEEK  P  O  Box  430.  Hightstown,  N  J,  08520 


BUSINESS  WEEK/APRIL  22,  1991  3 


isiiMiiiskky/ggsiffl's 


PRODUCTION 

Change  from  last  week:  —0.3°' 
Change  from  last  year:  -3.5% 


185 


1967     100  (four-week  moving  average) 


1  "j 


Mar.  30 
172.6 


LEADING 

Change  from  last  week:  -0.2° 
Change  from  last  year:  -0.8% 
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The  production  index  dropped  for  the  week  ended  Mar.  30.  On  a  seasonally 
adjusted  basis,  output  of  autos,  trucks,  coal,  lumber,  and  electric  power  increased. 
Rail-freight  traffic,  steel,  and  crude-oil  refining  production  decreased,  and  output 
levels  for  paper  and  pcperboard  were  unchanged.  Before  calculation  of  ihe  four- 
week  moving  average,  the  index  rose  slightly  to  171.9,  from  171.8  For  the  month  of 
March,  the  index  fell  to  172.6,  from  173.1  in  February. 

BW  production  index  copyright  1991  by  McGraw-Hill  Inc, 
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The  leading  index  fell  for  the  week  ended  Mar.  30.  In  the  latest  week,  slow 
growth  rates  for  materials  prices  and  real  estate  loans,  together  with  a  gain  in  til 
number  of  business  failures,  offset  the  positive  signs  given  by  higher  stock  price 
lower  bond  yields,  and  faster  growth  in  the  money  supply.  Before  calculation  of  m 
four-week  moving  average,  the  index  dropped  to  214.4,  from  215.1  in  the  previoi 
week.  For  March,  the  index  was  unchanged  from  February,  at  a  level  of  215. 
Leading  index  copyright  1991  by  Center  for  International  Business  Cycle  Research 


PRODUCTION  INDICATORS 


LEADING  INDICATORS 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (4/6)  thous.  of  net  tons 

1,595 

1,581 

#  -19.6 

AUTOS  (4/6)  units 

94,428 

93,434 

#  -14.9 

TRUCKS  (4/6)  units 

65,3  53 

60,301 

#  -20.4 

ELECTRIC  POWER  (4/6)  millions  of  kilowatt-hours 

49,684 

50,787 

#  -2.1 

CRUDE-OIL  REFINING  (4/6)  thous.  of  bbl./day 

12,986 

12,703 

#  2.6 

COAL  (3/30)  thous.  of  net  tons 

19,429c 

19,629 

-5.8 

PAPERB0ARD  (3/30)  thous.  of  tons 

745.2  # 

751.6 

-4.0 

PAPER  (3/30)  thous.  of  tons 

763.  Or 

761.0 

1.2 

LUMBER  (3/30)  millions  of  ft. 

488  4 

489.0 

-8.5 

RAIL  FREIGHT  (3/30)  billions  of  ton-miles 

1  8  8  -: 

19.3 

-10.0 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA1,  SFPA2,  Association  of 
American  Railroads. 

FOREIGN  EXCHANGE 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (4/10) 

137 

137 

157 

GERMAN  MARK  (4/10) 

1.68 

1.67 

1.70 

BRITISH  POUND  (4/10) 

1.78 

1.78 

1  64 

FRENCH  FRANC  (4/10) 

5  6£ 

5.64 

5  70 

CANADIAN  DOLLAR  (4/ 10) 

1  15 

1  16 

1.17 

SWISS  FRANC  (4/10) 

1.42 

1.41 

1.50 

MEXICAN  PESO  (4/1 0)3 

2,972 

2,973 

2,780 

Sources:  Mo|or  New  York  banks.  Currencies  expressed 
British  pound  expressed  in  dollars. 

n  units  per  U 

S.  dollar 

except  for 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (4/10)  $/troy  oz. 

363.350 

359  200 

-3.0 

STEEL  SCRAP  (4/9)  #  1  heavy,  $/ton 

99.50 

102.00 

-8.7 

FOODSTUFFS  (4/8)  index,  1 967  =  1 00 

211.0 

212.1 

-5.3 

COPPER  (4/6)  c/lb. 

1  12.5 

111.5 

-12.5 

ALUMINUM  (4/6)  (  /lb. 

67.3 

66.8 

-7.4 

WHEAT  (4/6)  ?r2hard,  $/bu. 

3.01 

2.98 

-26.8 

COTTON  (4/6)  strict  low  middling  1-1/16  in.,  c/lb. 

77.82 

75.84 

9.9 

latest 
week 


Week 
ago 


%  Che  t 
'■'e°r  - 


STOCK  PRICES  (4/5)  S&P500 


376.97 


374.22 


CORPORATE  BOND  YIELD,  Aoa  (4/5) 


8  86 


8.92% 


INDUSTRIAL  MATERIALS  PRICES  (4/5) 


95.2 


95.3 


BUSINESS  FAILURES  (3/29) 


408 


391 


REAL  ESTATE  LOANS  (3/27)  billions 


$402.0 


$402.8 


MONEY  SUPPLY,  M2  (3/25)  billions 


$3,392.2  $3,385.6r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (3/23)  thous 


543 


510 


Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980^  100), 
Bradstreet  (failures  of  large  companies}.  Federal  Reserve  Board,  Labor  Dept.  CIBCR  ; 
ally  adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


Latest 
month 


Month 

ago 


year* 


BUSINESS  WEEK  PRODUCTION  INDEX  (Mar.) 


172.6 


173.1 


BUSINESS  WEEK  LEADING  INDEX  (Mo, 


215.0 


215. Or 


EMPLOYMENT,  CIVILIAN,  MILLIONS.  (Mar ) 


1  16.8 


1 16.9 


UNEMPLOYMENT  RATE,  CIVILIAN  (Mar.) 


6.8% 


6.5% 


Sources:  BW,  CIBCR,  BLS 


MONETARY  INDICATORS 


Latest 
week 


Week 
ago 


%  Chu 
year* 


MONEY  SUPPLY,  Ml  (3/25) 


$844.5 


$840.2r 


BANKS'  BUSINESS  LOANS  (3/27) 


319.5 


320.0r 


FREE  RESERVES  (4/3) 


1,267 


873r 


N0NFINANCIAL  COMMERCIAL  PAPER  (3/27) 


148.0 


150.1 


Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  which  are  expressed 
o  two  week  period  in  millions) 


MONEY  MARKET  RATES 


Sources:  London  Wed.  final  setting,  Chicago  mkt..  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  mkt  ,  Memphis  mkt. 


Latest 

Week 

Yeo 

week 

ago 

FEDERAL  FUNDS  (4/9) 

5.66% 

6  46 

8.2  i 

PRIME  (4/10) 

8.75-9.00  f 

i  7  5  9  00 

10.0' 

COMMERCIAL  PAPER  3-MONTH  (4/9) 

6.02 

6.25 

8  2 

CERTIFICATES  OF  DEPOSIT  3-MONTH  U/io) 

6.04 

6.20 

8.3 

EURODOLLAR  3-MONTH  (4/6) 

6.24 

6.30 

8  4' 

Sources:  Federal  Reserve  Board,  First  Boston 


#  Raw  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equiprr 
1  =  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.         3  =  Free  market  value         N A  =  Not  available         r  =  revised         NM  =  Not  meaningful 
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CEO  DISEASE:  AN  OUTPOURING 
OF  SECOND  OPINIONS 


ight  your  reporters  be  willing  to 
consider  some  suggestions  from  a 
CEO  who  is  fully  persuaded  they're  on 
the  right  track  in  their  differential  diag- 
nosis of  "CEO  disease" 
(Cover  Story,  Apr.  1)? 

No  question  hut  that 
corporate  boards'  mem- 
berships have  to  have 
sizable  numbers  of  out- 
siders with  time  to  bone 
up  on  both  the  company 
and  its  managers  to 
make  "informed  deci- 
sions about  its  leader- 
ship." There  is  some 
question,  though,  wheth- 
er even  that  is  enough  to 
keep  a  company  at  risk 
from  its  own  top  honcho 
from  going  belly-up. 

It's  not  too  cynical  a  view  of  human 
nature  to  suggest  that  few  if  any  "re- 
sponsible directors"  are  likely  to  "press 
for  change"  unless  self-interest  is  some- 
how involved  iti  such  change.  The  best 
way  to  invest  directors  with  that  kind  of 
legitimate  self-interest  is  to  stop  paying 
their  often  considerable  honoraria  in 
cash  and  compensate  them  for  their  ser- 
vices in  stock  and/or  stock  options. 

James  C.  G.  Conniff 
President  &  CEO 
Megadot 
Upper  Montclair,  N.  J. 

In  your  excellent  Cover  Story  you  state 
that  it  is  up  to  board  members  and 
shareholders  to  cure  the  disease.  But 
how  can  they  do  this? 

What  power  does  the  shareholder 
have  over  the  company?  We  have  anti- 
takeover provisions  to  protect  companies 
against  wealthy  acquirers,  while  the  nor- 
mal shareholder  is  at  the  mercy  of  the 
nominating  committee — which  is  usually 
CEO-controlled.  He  can  either  approve  or 
not,  and  if  the  board  is  voted  down,  the 
CEO  and  his  committee  just  put  up  anoth- 
er one. 

What  about  the  board?  The  board 
members  are  usually  chosen  by  the  CEO, 
and  they  know  that  if  they  disagree  with 


management,  they  will  lose  their  posi- 
tions, their  fees,  and  the  prestige  and 
power  inherent  in  board  membership. 

Paul  S.  Nadler 
Professor  of  Finance 
Rutgers  University 
Newark,  N.J. 

s  I  read  your  arti- 
cle, I  couldn't  help 
but  ask:  "Where  was  the 
board  of  directors?"  As 
is  so  often  the  case,  un- 
fortunately, they  were 
either  in  a  state  of  sus- 
pended animation  or  in 
the  CEO's  pocket.  Share- 
holders and  stakeholders 
look  to  directors  to  rep- 
resent their  interests. 
The  track  record  has 
been  mixed  at  best.  One 
strategy  deserving  of 
consideration:  Separate 
the  offices  of  CEO  and 
the  chairman  of  the  board. 

Richard  D.  Roberts 
President 
Barnacle  Group 
Savannah,  Ga. 

You  did  a  great  job  of  describing — by 
action,  photos,  and  name — certain 
current  and  ex-officers  of  Corporate 
America  and  their  rampant  greed. 

CEO  disease  can  be  defined  as:  "Con- 
suming Egotistical  Obnoxiousness." 
Boardroom  directors — wake  up! 

Donald  M.  Billick 
Phoenix 

The  story  "CEO  disease"  is  trenchant 
but  incomplete.  The  disease  can  also 
spread  to  subsidiary  cf.os.  In  too  many 
organizations,  a  corporate  nobility  has 
evolved  that  sees  itself  as  omniscient 
and  cuts  more  of  the  corporate-compen- 
sation loaf  for  itself,  despite  all  the  talk 
about  teamwork,  participatory  manage- 
ment, and  the  dispersion  of  decision- 
making responsibility. 

In  this  era  of  personality  journalism, 
the  media  have  helped  feed  the  afflic- 
tion, goaded  by  public-relations  people, 
who  must  deal  with  the  consequences. 

Corporate  directors  more  often  stand 
by  than  intercede  when  CEO  behavior 
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Birth  of  ar 


wireless,  real-time 
viewer  response 
to  any  TV  program  or 
on-screen  service — 
broadcast,  cable 
or  satellite 


Wide  Open  Opportunity! 

PC  technology  brought  an  explosion  of  creative  applies 
tions  to  the  computer  industry.  Now  TV  Answer,  an 
Interactive  Video  Data  Service,  will  revolutionize  the 
way  home  televisions  are  used. 

Finally,  instant  dialogue  with  home  viewers.  I 

TV  Answer  Inc.'s  patented  system  makes  possible 
on-screen  electronic  viewer  responses  to  programs  anc. 
services  on  any  conventional  TV  set.  No  modifications. 
A  simple  universal  remote  cursor  control  lets  viewers 
select  from  TV  Answer's  multiple-choice  menu 
screens...  and  manage  VCRs  or  other  home  electronics 
equipment. 

Breakthrough!  TV  interface  with  a  cellular  to 
satellite  radio  data  system.  TV  Answer  transmits1 
and  receives  data  digitally  via  radio  frequency.  Being 
parallel  to  any  incoming  television  signals,  TV  Answer  j 
permits  simultaneous  digital  "dialogue"  with  viewers 
and  their  in-home  TV  set:  viewer...  to  on-set  TV  Answeil 
computer...  via  radio  to  nearby  cell  site...  via  satellite  tol- 
TV  Answer  headquarters...  then  to  participating  TV  proj| . 
gram  providers,  service  and  merchandise  vendors. 
Two-way! 

Customized  Interactivity.  Nearly  100  times  more 
memory  than  most  PCs.  Sixteen  card  slots  for  an  unlim 
ited  combination  of  RAM  and  ROM  solid  state  prograrr  ' 
and  data  cards...  anything  from  personalized  data  bases  ' 
to  weekly  arcade-style  game  programs. 


Pays  for  itself.  TV  Answer's  sug- 
gested subscriber  fee  should  be  no 
more  than  $12.95  per  month  in  most 
areas,  with  no  up-front  costs. 
TV  Answer  intends  to  offer  up  to  $1 
rebate  per  transaction  or  purchase. 
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FCC  Deciding  Licensing  Rule. 

The  Federal  Communications  Commission's 
"Notice  of  Proposed  Rule  Making"  released 
March  4,  1991,  proposes  allocating  .5  MHz 
of  spectrum  for  "Interactive  Video  Data 
Services." 

It  may  be  in  your  interest  to  make  your 
views  known  and  have  an  impact  on  the 
FCC's  proceedings  by  filing  your  comments 
with  the  Commission  before  June  10, 1991. 

The  FCC  Notice  of  Proposed  Rule  Mak- 
ing is  published  in  the  Federal  Register,  Gen- 
eral Docket  #91-2,  March  11,  1991.  Copies 
may  also  be  purchased  (for  a  $10  handling 
fee)  by  writing: 

"TV  Answer"  NPRM 

Gen.  Docket  #91-2 

Downtown  Copy  Center 

1114  21st  Street,  N.W. 

Washington,  D.C.  20036 


Perfected  &  Ready  to  Go 

After  two  years  of  successful  field  testing, 
under  FCC  experimental  authorization, 
TV  Answer  now  is  entering  advanced  test 
marketing  in  the  Washington,  D.C.  area. 

We  Are  Looking  for  Alliances 

We  want  to  take  full  advantage  of  the  oppor- 
tunity the  moment  the  FCC  decides.  So, 
TV  Answer  is  seeking  strategic  business 
alliances:  broadcasters,  innovative  software 
developers,  equipment  manufacturers,  mer- 
chandise and  service  vendors...  and  others 
with  the  skills  and  imagination  to  create  this 
new  industry. 

TV  Answer  also  may  provide  technology 
and  services  to  companies  granted  operating 
licenses  by  the  FCC  if  and  when  they 
become  available. 


Fax:  202-785-1663 


TV  ANSWER,  INC. 

1941  Roland  Clarke  Place,  Reston.  VA  22091 
Written  inquiries  only,  please. 


Clearly,  a  family  .is  bright  as  the  Staffords  would  rent  a  car 
where  each  car  is  quality-checked  25  different  ways. 
Where  they  find  the  most  luxury  Lincolns.  Locations 
that  number  over  5,600  worldwide.  And  prices  that 
are  a  day  at  the  beach.  Budget.  800-527-0700. 

The  Smart  Money  Is  On  Budget.5"1 


We  feature  Lincoln-Mercury  and  other  fine  cars 
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astray,  because  they're  typically 
)icked  by  the  CEO.  Perhaps  only  in- 
ional  investors  and  shareholder  ac- 
3  can  make  a  true  impact. 

Lawrence  R.  Tavcar 
President 
Tavcar  &  Associates  Inc. 
Stamford,  Conn. 

>ur  article  is  most  relevant  but  real- 
y  doesn't  offer  a  satisfactory  solu- 
I  don't  believe  all  of  the  finger- 
gig  at  outside  directors  and  telling 
this  is  their  responsibility  is  going 
lj>  much.  Instead,  what  is  needed  is 

outside,  independent  auditing  of 
ferformance,  with  a  rating  on  perti- 
criteria,  which  is  made  public.  I 
1  like  to  suggest  that  BUSINESS 

consider  adding  such  a  rating  to 
iblication. 

Daniel  D.  Kinley 
Greenwich,  Conn. 

!ter  building  a  beautiful  case,  the 
luthors  write  in  the  last  paragraph, 
;he  real  blame  lies  not  so  much 
the  growing  number  of  flawed 
as  with  shareholders  and  boards 
fail  to  insist  on  better  manage- 
"  I  hope  this  is  just  their  idea  of  an 


April  Foul's  Juki1.  Shifting  the  Manic  in 
the  end  seems  to  excuse  the  actions  of 
the  CEOs — if  they  do  not  get  caught.  In 
these  times  of  deca\  ing  values  and  eth- 
ics in  business  and  elsewhere,  I  believe  it 
is  a  real  crime  to  allow  anyone  to  pass 
off  responsibility  for  their  actions. 

My  students  read  business  week 
rather  than  a  textbook.  We  are  just  mov- 
ing into  a  unit  on  ethics,  and  I  anticipate 
having  one  tough  time  trying  to  explain 
the  authors'  conclusion  to  them — but 
thanks  for  the  challenge. 

Mary  K.  Bargielski 
Assistant  Dean 
Gannon  University 
Erie,  Pa. 

You  have  done  a  useful  service  in 
bringing  this  problem  out  in  the 
open,  and  corporate  employees  and  CEOs 
may  thereby  see  the  need  to  change 
their  ways.  But  I  wonder  what  an  exam- 
ple of  fortitude  you  make  when  all  the 
CEOs  you  list  as  having  "lost  touch  with 
their  companies"  have  already  been 
forced  from  power.  Couldn't  you  find  an 
acting  chief  executive  officer  with  "CEO 
disease"? 

David  W.  Pittelli 
Concord,  Mass. 


low  are  we,  as  faculty  members  in 
I  colleges  of  business  across  Ameri- 
ca, to  teach  students  ethics  and  to  "do 
the  right  thing"  when  we  have  a  rogues' 
gallery  lineup  of  CEOs  who  essentially 
"raped  and  pillaged"  their  companies  for 
their  own  good?  It  is  too  bad  that  in 
today's  world  of  large  corporations  and 
large  labor  unions,  the  sole  objective  of 
many  in  power  is  to  "stay  in  power  and 
take  all  you  can  get."  This  objective  is 
often  carried  out  with  little  or  no  con- 
cern for  the  average  company  employee 
or  the  rank-and-file  union  member. 

George  W.  Wynn 
Associate  Professor 
James  Madison  University 
Harrisonburg,  Va. 

One  factor  in  the  CEO  disease  is  edu- 
cation. I  refer  specifically  to  the 
orthodox  educational  training  of  poten- 
tial CEOs.  From  college  and  MBA  courses 
right  through  career  paths  in  corporate 
ranks,  success  is  measured  by  quantita- 
tive standards.  During  his  or  her  most 
impressionable  periods,  achievement  is  a 
product  of  numbers:  grades  early  on, 
quarterly  returns  later. 

Nowhere  are  qualitative  values  given 
more  than  ancillary  attention.  Yet  these 
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'THE  BEST  BUSINESS  MAGAZINE' 

BUSINESS  WEEK  has  won  many  edito- 
rial awards  over  the  years.  It  makes 
us  especially  proud  when  we  are  recog- 
nized by  our  peers  in  the  journalistic 
world — the  pros  who  know  the  ins  and 
outs  of  our  craft.  This  month,  we  are 
honored  to  receive  another  such  award. 
In  a  Washington  Jour-nalism  Review 
poll  of  more  than  1,100  journalists, 
BUSINESS  WEEK  was  selected  as  the  best 
business  magazine.  No  other  magazine 
came  close. 

We  are  grateful  for  this  award.  But 
we  also  know  that  no  magazine  can  rest 
on  its  laurels.  We  must  continue  to  pur- 
sue our  journalistic  mission  of  reporting 
and  analyzing  the  news  fairly.  Praise 
from  our  peers  is  gratifying.  But  the 
ultimate  judge  of  editorial  quality  is  al- 
ways you,  the  reader. 

Editor-in-Chief 


BusinessWeek  &5 


tive,  abstract  areas  are  where  a 
lust  demonstrate  leadership.  It  is 
se  intangible  values  that  corporate 
5  are  formed  and  articulated,  trust 
rjered,  and  credibility  built. 

John  F.  Budd  Jr. 
Chairman  &  CEO 
Omega  Group 
New  York 

ur  article  was  well-thought-out 
ad  -written  but  had  a  major  omis- 
1  the  section  about  cures. 
i  psychiatrist  trained  in  organiza- 
consultation,  I  have  had  the  oppor- 
to  consult  with  and  treat  a  num- 
CEOs  and  other  top  managers, 
phenomena  you  describe  are  often 
,sed  by  the  individuals  as:  "Is  this 
:re  is  to  life,"  "burnout,"  and  in 
•  terms.  Their  inability  to  find 
ig  often  leads  them  to  distractions 
is  grabs  for  power,  affairs,  delu- 
)f  grandeur,  and  misuse  of  alcohol 
ugs  as  a  way  to  mask  their  under- 
lespair  and  depression.  In  addition 
se  symptoms,  many  come  in  com- 
ig  of  sexual  impotence  reflecting 
>verall  sense  of  impotence  in  life, 
n  though  CEOs  find  it  very  difficult 
y  to  accept  the  reality  of  their  un- 


derlying troubles,  once  they  allow  them- 
selves to  be  aware  of  the  extent  of  their 
problems,  they  use  their  superior  skills 
to  work  on  them  and  often  can  continue 
their  work  in  a  more  meaningful,  effec- 
tive way  than  before. 

CEO  disease  often  requires  not  only  in- 
tervention by  the  board  but  also  re- 
quires the  CEO  to  spend  the  time  and  the 
effort  to  solve  personal  problems  in  a 
psychotherapeutic  setting. 

Peter  T.  Knoepfler  M.  D. 

Bellevue,  Wash. 

The  CEO  disease  is  yet  another  mani- 
festation of  perhaps  the  most  basic 
yet  pernicious  problem  plaguing  Ameri- 
can society — addiction  to  various  chemi- 
cal and  process  agents.  In  this  case,  the 
agents  are  power  and  perquisites  grant- 
ed to  executives  of  large  corporations. 

Many  organizations  promise  things 
people  longed  for  in  their  families  of 
origin  and  never  got:  recognition,  ap- 
proval, the  development  of  social  skills, 
and  caring  (or  love). 

At  their  highest  levels,  these  organiza- 
tions also  promise  power,  influence,  and 
money.  Corporations,  therefore,  can  of- 
ten function  as  an  addictive  substance, 
and  it  should  come  as  no  surprise  that 


they  act  as  magnets  for  people  from 
dysfunctional  families. 

Patricia  E.  Barrett 
Barrett  Executive  Resources 
New  York 

lam  lost.  In  the  newspapers,  I  see  no- 
Btices  of  people  being  laid  off  at  compa- 
nies all  across  America.  So  before  that 
happens,  consider  what  you  might  do  to 
forestall  this  impending  revolution. 
Think  twice  before  you  lay  off  those 
who  work  in  your  factories.  Respect 
them  as  fellow  humans,  with  husbands, 
wives,  and  children  to  take  care  of.  Of- 
fer to  reinvest  some  of  the  windfall  you 
have  reaped.  Contribute  your  time,  ener- 
gy, and  earnings  to  a  good  cause.  All 
that  savings  could  become  worthless  if 
the  economy  does  not  recover  soon. 
Most  important  of  all,  consider  yourself 
part  of  the  whole  society,  not  as  a  lone 
wolf  fighting  for  singular  success. 

Thomas  H.  Williams 
Washington 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N  Y  10020  Fax:  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space 


slow  we  want  your  big  ones. 


merica's  most  popular  copier  is  taking 
>  direction.The  NP9800.  A  high-volume 
ng  system  with  walk-up  convenience, 
insider  its  credentials.  83  copies  per  min- 
jmbined  with  a  5,100-sheet  paper  capacity, 
irgest  in  the  industry.  As  well  as  fast 
ment  handling,  finishing,  and  advanced 


copying  1 

All,  in  an  innovative  design  that 
makes  the  NP9800  remarkably  easy  to  use. 

If  your  copy  problems  are  big,  the  NP9800 
is  your  solution. To  find  out  more,  call  us  at 
1-800-OK-CANON. 


Canon  *vp*9&oo 


Today,  half  the  world's  checks  are  processed  by 


)uter  company 
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Whether  you're  working  with  dollars  or  Deutsche 
marks,  pounds  or  pesos,  the  computer  is  at  the  heart  of 
every  bank. 

So  we're  especially  proud  that  44  of  the  world's 
50  largest  banks  trust  their  business  to  Unisys.  In  the 
last  several  months  alone,  Comerica,  Huntington 
National  and  Barnett  Banks  have  placed  large  orders 
for  Unisys  systems. 

Of  course,  that  kind  of  trust  is  nothing  new  to  us. 
Eight  of  America's  top  ten  banks  have  relied  on  Unisys 
for  critical  operations  like  check  processing  for  years. 

And  like  all  the  rest  of  our  60,000  customers  in 
banking,  government,  telecommunications,  distribution 
and  other  businesses,  they  get  more  than  technology. 

They  get  the  experience  and  resources  of  a  com- 
pany that's  70,000  people  strong,  with  a  heritage  of 
helping  business  and  government  in  more  than  100 
countries  to  find  more  productive  ways  of  putting 
information  systems  together. 

Call  us  at  1-800-448-1424,  ext.  70,  and  see  how 
Unisys  can  help  you. 

©  1991  Unisys  Corporation.  Unisys  is  a  registered  trademark  of  Unisys  Corporation. 
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THERE  ARE  NO  CHILDREN  HERE:  THE  STORY  OF  TWO  BOYS  GROWING  UP  IN  THE  OTHER  AMERICA 

By  Alex  Kotlowitz 
Doubleday  •  324pp  •  $21.95 

GROWING  UP  POOR 

— AND  SCARED  TO  DEATH 


On  Mar.  30,  a  14-year-old  girl  from 
a  Chicago  housing  project  was 
shot  in  the  face  after  arguing 
with  a  man  police  say  stole  her  ciga- 
rettes. Her  death  got  a  brief  mention  in 
the  metro  section  of  the  Chicago  Tri- 
bune two  days  later.  The  Chicago  Sun- 
Times  ignored  it.  In  a  city  that  remains 
one  of  the  nation's  most  segregated, 
black  children  are  often  victims  of  brutal 
crime.  One  more  death  is  hardly  news. 

That's  one  reason  Alex  Kotlowitz,  a 
reporter  in  The  Wall  Street  Journal's, 
Chicago  bureau,  wrote  There  Are  No 
Children  Here.  Kotlowitz 
says  he  hoped  "a  book 
about  the  children  would 
make  us  all  hear,  that  it 
would  make  us  all  stop 
and  listen."  To  that  end, 
he  has  fashioned  a  power- 
ful work.  Through  deeply 
affecting  portraits  of  two 
brothers  in  the  Governor 
Henry  Horner  Homes  on 
the  city's  West  Side, 
Kotlowitz  makes  vivid  the 
terrors  of  growing  up  in 
the  projects.  He  confronts 
us  with  the  daily  experi- 
ence of  Pharoah  and  La- 
feyette  Rivers,  9  and  11 
years  old  at  the  outset, 
over  two  years. 

Perhaps  the  book  can 
help  narrow  the  compassion  gap  be- 
tween mainstream  Americans  and  the  in- 
ner-city poor.  It  certainly  shows  how 
wide  that  gap  is.  In  the  opening,  we  see 
Pharoah,  Lafeyette,  and  some  other- 
boys  playing  in  a  field  by  some  railroad 
tracks.  It's  the  summer  of  1987,  and 
they're  trying  to  catch  snakes.  When  a 
train  carrying  mostly  white  commuters 
approaches,  the  boys  dive  for  cover.  One 
bursts  into  tears.  All  have  heard  that  the 
suburbanites  shoot  at  black  kids  from 
behind  the  tinted  train  windows,  because 
they're  trespassing  on  the  tracks. 
Kotlowitz  notes  that  commuters,  equally 
frightened  of  the  kids,  often  move  away 
from  the  windows  as  the  train  passes 
through  the  city's  blighted  core. 

In  1956,  when  the  boys'  maternal 
grandparents  moved  into  the  homes, 
public  housing  projects  seemed  an  im- 
pressive effort  to  shelter  the  less  fortu- 
nate. The  complex  of  high  rises  boasted 


a  new  playground  and  a  grass  baseball 
diamond.  Lafeyette  and  Pharoah's  moth- 
er, LaJoe,  who  grew  up  in  the  building 
they  live  in,  attended  Girl  Scout  meet- 
ings and  roller-skating  parties  in  the 
basement.  Members  of  the  family  were 
active  in  politics  and  were  friendly  with 
the  neighborhood's  white  alderman.  Two 
of  them  worked  for  city  agencies. 

Since  then,  there  has  been  a  terrible 
transformation.  The  boys  and  their  fam- 
ily often  huddle  against  the  walls  of 
their  first-floor  apartment  as  gangs  ex- 
change gunfire  outside.  LaJoe,  the  un- 


mmotlowitz  captures 
the  horror  of 
childhood  in  the 
housing  projects  of 
Chicago's  West  Side 
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ALEX  KOTLOWITZ 

employed  mother  of  eight,  heads  the 
family;  her  husband,  an  alcoholic  and 
heroin  addict,  is  often  absent.  Fourteen- 
year-olds  in  the  projects  can  earn  $600  in 
a  week — more  than  LaJoe  gets  from 
welfare  in  a  month — running  drugs. 

While  most  kids  wonder  what  they'll 
be  when  they  grow  up,  Lafeyette  and 
Pharoah  wonder  if  they'll  grow  up  at  all. 
LaJoe,  for  her  part,  wonders  if  the 
apartment  was  once  used  by  an  abor- 
tionist who  flushed  fetuses  down  the  toi- 
let, because  a  horrible  smell  issues  from 
it.  The  building  manager  finds,  instead, 
that  the  basement  is  full  of  rotting  ani- 
mal carcasses  and  human  and  animal 
excrement.  Months  pass  before  the  mess 
is  removed  by  workers  in  gas  masks. 

When  we  meet  the  brothers,  the  gang 
warfare  is  at  a  hot-weather  high.  The 
younger  one,  Pharoah,  "now  trembled  at 
any  loud  noise,"  Kotlowitz  writes. 
"While  bullets  tore  past  the  living  room 


window,  Pharoah  had  pleaded  . . .  'ML 
m-m-mamma,  make'em,  make'em  staj 
As  the  gunfire  continued,  he  faintedlV 
Sometimes  Pharoah  won't  talk  abl' 
the  violence  and  death  all  around.  Ot 
times,  he  can't,  because  of  a  worsen! 
stutter.  When  an  older  brother  gets, 
years  in  prison  for  armed  robbery, 
roah  says:  "Mama,  I'm  just  too  youn 
understand  how  life  really  is." 
night,  LaJoe  finds  him  crawling  in 
hallway,  still  asleep,  while  autom; 
weapons  rat-a-tat-tat  outside.  A  i 
days  later,  Pharoah  says:  "I  worry  ab 
dying,  dying  at  a  young  age." 

Lafeyette  also  suffers,  especially  ai 
his  friend  Bird  Leg  is  shot  to  death 
the  funeral,  a  friend  tells  him:  "We 
gonna  die  one  way  or  the  other  by 
ing  or  plain  out.  I  just  wanna  die  pi 
out."  Lafeyette  nods:  "Me  too."  S< 
after,  a  teenager  he  admires  is  killed 
a  questionable  shooting  by  an  ag 
from  the  Bureau  of  Alcohol,  Tobacco 
Firearms.  Lafeyette 
plagued  by  nightmai 
and  diarrhea.  He  tells 
Joe:  "Mama,  I'm  n 
tired.  .  .  .  Anytime  I 
outside,  I  ain't  guar 
teed  to  come  back." 

But  the  boys  are  a 
brave  and  resilient.  D 
ing  one  shoot-out,  La* 
must  stop  Lafeyette  fn 
running  out  to  bring 
brother  safely  insii 
Pharoah  studies  hard 
the  crowded  apartment 
prepare  for  a  spelling  b 
Not  only  does  he  ov 
come  his  stutter  duri 
the  bee,  he  places  seco: 
Kotlowitz  says  Pharc 
clutches  childhood  "w 
the  vigor  of  a  tiger  gripping  his  mea 
He  reads  Old  Yeller,  watches  cartooi 
saves  for  video  games  and  candy.  Wh 
the  boys  see  their  first  rainbow, 
chases  through  the  bleak  neighborho 
looking  for  a  pot  of  gold.  Lafeyette  ca 
that  "kiddie  stuff"  and  stays  behir 
But  later,  he  wonders  whether  "I  coi 
have  found  some  real  little  peoples  a:  Kf 
they'd  of  been  my  friends  . . ." 

Readers  can't  help  but  care  about  I 
feyette  and  Pharoah.  It's  not  surprisii 
that  Kotlowitz  does,  too.  He  has  giv 
them  money  for  private  school,  tak> 
them  on  fishing  trips,  and  bought  the 
jeans  and  sneakers.  With  proceeds  fro 
his  book,  he  plans  to  set  up  a  trust  fui 
for  them.  Kotlowitz  could  be  faulted  f 
abandoning  his  objectivity.  But  at  leai 
unlike  most  of  the  world  outside  tl 
projects,  he  hasn't  abandoned  the  boy 
BY  JULIA  FLYNN  SILf 
Correspondent  Siler  is  based  in  Chicago. 
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THIS  TEST  CAN  HELP 
>AVE  ENERGY  FOR  AMERICA 
AND  MONEY  FOR  YOU. 


Energy  Savings  For  Your  Automobile 

1 .  If  all  Americans  drove  no  higher  than  the 
posted  speed  limit,  how  many  gallons  of 
gasoline  could  be  saved  per  day?  What 
are  the  average  annual  savings  per 
household? 

a)  1.0 million  ($5.50) 

b)  2.0  million  ($11.00) 

c)  4.2  million  ($22.50) 

2.  How  does  letting  your  car  idle  for  over 
a  minute  compare  to  restarting  your 
engine? 

a)  It  wastes  gas 

b)  It  saves  gas  c)  No  difference 

3.  If  all  cars  drove  with  properly  inflated 
tires,  how  many  gallons  of  gasoline  would 
be  saved  per  day?  Annual  household  savings? 
a)  1.2 million  ($6.50) 

b)  2. 2 million  ($12.00) 
c)  4.2  million  ($22.50) 


c) 


4.  How  much  fuel  on  average 
can  be  saved  by  having  a  regular 
tune-up?  Annual  household  savings? 
a)  1  mile  per  13  gallons  ($4.00) 
b)  1  mile  per  5  gallons  ($10.50) 
1  mile  per  aallon  ($53.00) 


Energy  Savings  In  Your  Home 

1 .  Proper  insulation  of  your  attic  floor 
can  reduce  annual  energy  costs  by? 

a)  Up  to  $342.00 

b)  Less  than  $34.20 

c)  $3.42 

2.  Using  a  flow  restrictor  on  the 
shower  head  can  reduce  the  average 
household  s  annual  energy  bill  for 
hot  water  by  ? 

a)  As  much  as  $27.00 

b)  As  much  as  $41.00 
OAs  much  as  $59.00 

3.  How  much  can  you  reduce  your 
annual  energy  bill  by  lowering  your 
thermostat  from  72°  to  68°? 

a)  Less  than  $25.00 

b)  Around  $50.00 

c)  Up  to  $82.00 


4.  Lowering  your  water 
heater  from  160°F  to  125°F 
can  cut  your  average 
annual  fuel  bill  by? 

a)  Up  to  $15.00 

b)  Upto  $25.00 
OUpto  $36.00 


i 


Answers:  l.c  2. a  3.c  4.c 


Answers:  l.a  2.c  3.c  4.c 


These  energy-saving,  cost-efficient  tips  can  really  make  a  difference.  In 
:t,  if  America  cut  its  annual  oil  and  natural  gas  usage  by  just  8%,  the  U.S.  could 
/e  almost  one  months  supply.  And  the  average  household  could  save  over  $200  a 
ar  in  energy  costs.  With  a  little  forethought  and  some  minor  adjustments,  all  of 
,  working  together,  can  contribute  significantly  to  the  nations  energy  security. 

If  you  or  your  group  would  like  more  energy-saving  tips,  write  to: 
>caco  Energy  Tips,  1 114  Taft,  Houston,  TX  77019. 

nates  based  on  data  from  the  U.S.  Department  of  Energy.  U.S.  Census  Bureau.  API  and  major  utilities. 

et's  Put  Our  Energy  Into  Saving  It. 


TEXACO 


Economic  Viewpoint 


AS  NATIONS  SPLINTER, 
GLOBAL  MARKETS  ARE  MERGING 


BY  GARY  S.  BECKER 


Movements  toward 
political  fission 
and  economic  fusion 
are  divergent 
— but  not  unrelated. 
Today,  large  nations 
have  fewer  trade 
advantages,  while 
small  ones  stand  to 
benefit  from  access 
to  huge  markets 


GARY  S.  BECKER  IS  UNIVERSITY 
PROFESSOR  OF  ECONOMICS 
AND  SOCIOLOGY  AT  THE 
UNIVERSITY  OF  CHICAGO 


Antagonistic  nationalities  pitted  against 
each  other  in  the  Soviet  Union,  Yugo- 
slavia, Iraq,  and  elsewhere  are  creating 
an  uproar.  Soon,  the  turmoil  may  force  some 
of  these  nations  to  split  into  separate  states  or 
to  form  confederations  of  quasi-independent 
republics.  Yet  next  year,  the  economies  of  12 
Western  European  states  with  a  long  history 
of  political  conflict  will  be  merged  into  a  large 
free-trade  area.  These  divergent  movements — 
toward  political  fission  and  toward  economic 
integration — reflect  two  trends:  declining  ad- 
vantages of  the  large  nation-state  and  increas- 
ing gains  from  access  to  bigger  markets. 

Large,  centrally  run  countries  have  tradi- 
tionally been  better  able  to  deal  with  foreign 
aggression,  to  raise  taxes  to  pay  for  govern- 
ment services,  and  to  provide  open  internal 
markets  for  trade  in  goods  and  movements  of 
people.  In  The  Federalist  Papers,  those  were 
the  main  reasons  cited  by  Alexander  Hamilton 
in  support  of  replacing  the  Articles  of  Confed- 
eration, then  guiding  the  newly  created  United 
States,  with  a  constitution  giving  greater  au- 
thority to  the  federal  government. 

But  all  of  Hamilton's  considerations  have 
weakened  with  the  passage  of  time.  The  mili- 
tary advantages  of  nations  with  big  popula- 
tions have  been  eroded  during  the  past  half- 
century  by  advances  in  weapons  and  the 
policing  powers  exercised  by  the  U.  S.  and  the 
U.  N.  Economies  of  scale  of  larger  countries  in 
raising  taxes  and  dispensing  subsidies  are 
sometimes  used  to  exploit  weaker  ethnic  and 
national  groups. 

one  world.  The  advantages  of  large  internal 
markets  have  been  offset  by  trade  pacts 
among  independent  states  and  growing  trade 
among  all  states.  International  trade  has 
boomed  since  1960  as  a  response,  in  part,  to 
much  lower  costs  of  transporting  goods  and 
people,  cheap  and  fast  methods  of  communica- 
tion, and  the  multilateral  reductions  in  tariffs 
that  have  been  negotiated  since  1977  through 
the  General  Agreement  on  Tariffs  &  Trade. 
These  developments  have  encouraged  compa- 
nies to  look  for  markets  and  supplies  beyond 
the  borders  of  any  single  country.  Even  the 
huge  U.  S.  market  is  no  longer  sufficient  to 
sustain  economic  growth,  which  explains  why 
the  ratio  of  U.  S.  exports  to  gross  national 
product  has  tripled  since  the  1950s. 

More  than  70  new  nations,  most  of  them 
quite  small,  have  been  created  since  the  end  of 
World  War  II.  Despite  their  size  and  limited 
natural  resources,  growing  opportunities  to 
trade  with  other  countries  have  brought  pros- 
perity to  some  that  have  promoted  exports  and 
imports  rather  than  relying  on  limited  domes- 
tic markets. 


Singapore's  population  is  less  than  3  millior,, 
yet  its  real  per  capita  income  has  grown  bj 
more  than  7%  annually  since  the  early  1960s—} 
surely  some  sort  of  record.  Exports  of  textiles; 
electronics,  financial  services,  and  other  goodp 
and  services  exceed,  in  value,  150%  of  the  na- 
tion's GNP.  Taiwan  has  also  achieved  extraordj 
nary  economic  success  by  exporting  more  thai 
half  its  output. 

Still,  international  trade  is  not  a  perfect  sum 
stitute  for  a  free-trade  area,  since  export): 
must  surmount  sizable  quotas  and  other  obste 
cles  in  gaining  access  to  world  markets.  Fre<r 
trade  agreements  among  independent  state} 
that  are  only  loosely  confederated  can  ovei; 
come  these  obstacles  and  give  sovereign  na 
tions  access  to  much  wider  markets.  Sue' 
agreements  are  easier  to  reach  than  politics 
integration:  They  don't  arouse  such  stron I: 
fears  of  exploitation  by  powerful  nationalise 
and  other  interests. 

old  tensions.  By  the  end  of  1994,  Argentina 
Brazil,  Paraguay,  and  Uruguay  are  to  form 
common  market  that  will  contain  190  millio 
people  and  account  for  more  than  half  thj; 
output  of  Latin  America  and  the  Caribbean 
The  U.  S.  has  concluded  a  free-trade  agre<!; 
ment  with  Canada  and  wants  to  negotiate  simi 
lar  arrangements  with  Mexico  and  Chile,  a| 
though  those  proposals  have  encounterei 
strong  opposition.  Agreements  such  as  thes; 
eliminate  barriers  to  trade  in  almost  all  goodp 
and  services,  but  they  do  not  address  othe! 
policies  of  the  countries  involved.  U.  S.  negot; 
ations  with  Mexico  won't — and  politicall 
couldn't — discuss  the  clamps  by  the  U.  S.  o 
immigration  from  Mexico. 

The  European  Community  will  soon  hav 
free  trade  in  nearly  all  nonagricultural  good;! 
unrestricted  movement  of  labor  within  the  1 
participating  countries,  and  limited  harmonize 
tion  of  taxes  and  subsidies.  But  it  is  unlikel 
anytime  soon  that  the  EC  will  achieve  a  singlj 
currency,  a  single  central  bank,  or  commo 
defense  and  foreign  policies,  which  are  thj 
aims  of  many  proponents.  The  gulf  crisis  es 
posed  serious  differences  among  member; 
with  Britain  and  France  sending  troops  whili 
Germany  and  others  stayed  on  the  sideline; 
Age-old  national  tensions  between  the  Frenc 
and  British  or  between  the  Germans  and  thef 
neighbors  are  too  ingrained  to  be  ended  by 
few  decades  of  good  will. 

I  can't  see  the  pressure  for  autonomy  b! 
ethnic  groups  in  Yugoslavia,  Czechoslovaki; 
the  Soviet  Union,  Canada,  Ethiopia,  Iraq,  o! 
elsewhere  slackening.  On  the  contrary,  the  di 
vergent  trends  toward  greater  political  autonc 
my  and  wider  economic  alignments  seem  sur 
to  continue  into  the  next  century. 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  of/er  to  buy  any  if  these  scl  unties 
Tlx  offering  is  made  only  by  the  Prospectus. 


March  26,  1991 


30,000,000  Shares 

NUVEEN 

Select  Quality  Municipal  Fund,  Inc. 

Common  Stock 


Price  $  15  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  such  of  the  Underwriters  as  may  legally  offer  these  securities 
in  compliance  with  the  securities  laws  of  the  respective  states. 


Alex.  Brown  &  Sons  John  Nuveen  &  Co. 

INCORPORATED  INCORPORATED 

Lehman  Brothers  Merrill  Lynch  &  Co.  Paint  Webber  Incorporated 

Prudential  Securities  Incorporated  Smith  Barney  Harris  Upham  &  Co. 

INCORPORATED 

A.  G.  Edwards  &  Sons,  Inc.  Kemper  Securities  Group,  Inc.  Legg  Mason  Wood  Walker 

INCORPORATED 

Bear,  Stearns  &  Co.  Inc.  Kidder,  Peabody  &  Co. 

'  INCORPORATED 

Advest,  Inc.    Wiujam  Biair  &  Company   J.  C.  Bradford  &  Co.    Daln  Bosworth    Oppenheimer  &  Co.,  Inc.    Piper,  Jaffray  &  Hopwood 

INCORPORATED  "  INCORPORATED 

Rauscher  Pierce  Refsnes,  Inc.    Raymond  James  &  Associates,  Inc.    The  Robinson-Humphrey  Company,  Inc.    Wheat  First  Butcher  &  Singer 

J  CAPITAL  MARKETS 

Robert  W.  Baird  &  Co.        The  Chicago  Corporation        Cowen  &  Company        Crowell,  Weedon  &  Co.        D.  A.  Davidson  &  Co. 

INCORPORATED  IM  i  iRH  >KAITJ> 

R  G.  Dickinson  &  Co.  Doft  &  Co.,  Inc.  Fahnestock  &  Co.  Inc.  Ferris,  Baker  Watts  First  Albany  Corporation 

INCORPORATED 

First  of  Michigan  Corporation    Robert  Fleming  Inc.    Gruntal&  Co.,  Incorporated    Hanifen,  Imhoff  Inc.    Interstate/Johnson  Lane 

CORPORATION 

Janney  Montgomery  Scott  Inc.      Jesup,  Josephthal  Securities  Co.,  Inc.      Johnston.  Lemon  &  Co.       Ladenburg,  Thalmann  &  Co.  Inc. 

INCORPORATED 

McDonald  &  Company  Morgan  Keegan  &  Company;  Inc.  Needham  &  Company,  Inc.  The  Ohio  Company 

SECURITIES,  INC 

The  Principal/Eppler,  Glierdm  &  Turner,  Inc.  Ragen  Mackenzie  Rodman  &  Renshaw,  Inc.  Roney  &  Co. 

INI  I  IRH  PRAI  I  I  l 

Stephens  Inc.        Stifel,  Nicolaus  &  Company        Sutro  &  Co.  Incorporated        Tucker  Anthony        Wedbush  Morgan  Securities 

INCORPORATED  INCORPORATED 


Allen  &  Company  Branch,  Cabell  and  Company  JW  Charles  Securities,  Inc.  City  Securities  Corporation 

OF  FLORIDA.  INC 

CoHiG  &  Associates,  Inc.  Craigie  Incorporated  Davenport  &  Co.  of  Virginia,  Inc.  Do  mini  ck  &  Dominick, 

INCORPORATED 

First  Affiliated  Securities,  Inc.         Foiger  Nolan  Fleming  Dougias        Hamilton  Lwestments,  Inc.        Hazlett,  Burt  &  Watson,  Inc. 

INCORPORATED 

J.  J.  B.  Hilliard,  W.  L.  Lyons,  Inc.         Huntleigh  Securities  Corporation        John  G.  Kinnard  and  Company         Mesirow  Capital,  Inc. 

INCORPORATED 

David  A  Noyes  &  Company-  Parker/Hunter  Philadelphia  Investors,  Ltd.  Raffensperger,  Hughes  &  Co. 

INCORPORATED  INCORPORATED 

Scott  &  Stringfellow  Investment  Corp.  Southwest  Securities,  Inc.  Henry  F.  Swift  &  Co. 


The  secret 'tv 


The  Costa  Rican  glass  frog  has  a  transparei '  body  that  does 
not  reflect  in  water.  This  makes  it  invisible  to  i's  enemies. 
Schott's  "Amiran"  non- reflective  glass  for  dispk  y  windows  is 
just  about  as  invisible.  Unlike  regular  glass,  it  eh.  unates 
distracting  reflections. 


The  best  way  to  make  yourself 
inconspicuous  is  to  simply  disap- 
pear —  a  trick  that  the  glass  frog 
masters  to  perfection. 

The  glass  frog  lives  in  Cen- 
tral America  and  fully  lives  up  to  its 
name.  Its  body  is  so  transparent 
that  almost  all  of  its  organs  are 
visible.  A  slight  greenish  tint  lets 
it  blend  almost  perfectly  into  the 
environment.  And  for  a  final 
disappearing  act,  the  glass  frog 


makes  use  of  light  refraction. 
When  it  dives  into  the  water  its 
enemies  can't  see  it. 

Thanks  to  "Amiran"  non- 
reflective  glass,  display  windows 
can  be  invisible  too.  Unlike  regular 
glass,  "Amiran"  special  glass  for 
display  windows  eliminates  dis- 
tracting reflections,  which  means 
it's  almost  totally  invisible.  So 
there's  nothing  to  detract  from 
the  merchandise  on  display. 


A  special  technique  devel- 
oped by  Schott  is  what  gives 
shoppers  such  a  clear  view. 
Both  sides  of  a  glass  pane  are 
coated  with  thin  interference 
layers.  As  a  result,  "Amiran" 
reduces  the  reflection. 

 "Amiran",  available  from 

Schott  America,  is  just  one  exam- 
ple of  how  Schott's  innovative 
development  responds  to  speci- 
fic  needs.    In   today's  world, 


special  glass  helps  keep  tech- 
nology advancing. 

 Schott  worldwide:  50,000 

products,  50  production  facilities, 
represented  in  more  than  100 
countries,  with  over  $  1  billion  in 
sales. 

 Schott  in  North  America: 

11  companies  employing  more 
than  1,800  people. 
 Would  you  like  to  know 


Write  to:  Schott  Corporation, 
Department  B34,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


H  SCHOTT 

more  about  our  special  glass?    Nobody  knows  more  about  glass. 


conomic  Trends 


BY  GENE  KORETZ 


AN  AMAZING 
ABOUT-FACE  FOR  THE 
BEDRAGGLED  DOLLAR 


What  a  difference  a  few  months 
can  make  in  currency  markets. 
As  recently  as  early  February,  the  con- 
sensus among  observers  was  that  the 
sagging  dollar  would  remain  weak 
through  most  of  this  year.  America's  re- 
cession, declining  interest  rates,  and 
stubbornly  high  core  inflation  all  argued 
for  a  shaky  dollar.  So  did  Germany's  and 
Japan's  strong  economies,  tight  mone- 
tary policies,  and  relatively  modest  infla- 
tion rates. 

Then  suddenly  in  February,  the  dollar 
turned  around  and  mounted  a  spectacu- 
lar rally.  By  early  April,  when  it  paused 
for  breath,  the  dollar  had  recouped  most 
of  the  177'  it  had  lost  against  European 


IS  THE  DOLLAR  RALLY 
RUNNING  OUT  OF  STEAM? 


JAN. '90 
A  INDEX:  MARCH,  1973=100 

DATA:  FEDERAL  RESERVE 


JAN. '91  APR. 


currencies  over  the  past  year  and  had 
retraced  all  of  its  decline  against  the 
Japanese  yen  since  last  August. 

What  lies  behind  the  turnaround?  One 
clear  factor  has  been  the  gulf  victory, 
which  has  not  only  shored  up  the  pres- 
tige of  the  U.  S.  and  the  Bush  Adminis- 
tration but  has  also  banished  fears  that 
a  protracted  war  would  continue  to  un- 
dermine consumer  and  business  confi- 
dence. Observers  note,  too,  that  the  bil- 
lions that  America's  allies  are  chipping 
in  to  pay  for  the  war  should  make  a 
substantial  dent  in  the  U.  S.  current-ac- 
count deficit  this  year,  as  should  orders 
for  the  reconstruction  of  Kuwait. 

That's  not  all.  Economist  David  Hale 
of  Kemper  Financial  Services  Inc.  thinks 
that  overseas  investors,  who  shunned 
U.  S.  markets  in  1990,  are  getting  back 
into  the  act.  He  notes,  for  example,  that 
foreigners  sold  a  record  $15.5  billion  of 


U.  S.  equities  last  year,  12  times  the  pre- 
vious net  sales  high  posted  in  1984. 
"Many  foreign  investors  entered  1991 
with  record  low  shares  of  U.  S.  securi- 
ties in  their  portfolios,"  says  Hale,  "but 
the  dollar  and  stock  market  rallies  have 
made  them  believers  again." 

Several  long-run  trends  also  seem  to 
favor  a  stronger  dollar.  The  greenback's 
sharp  depreciation  since  1985  and  gains 
in  manufacturing  productivity,  note 
economists  at  Merrill  Lynch  &  Co., 
"have  made  U.  S.  goods  highly  competi- 
tive internationally."  And  the  dollar  now 
appears  significantly  undervalued  in 
terms  of  the  relative  purchasing  power 
of  different  currencies. 

But  the  biggest  reasons  for  dollar 
strength  are  cyclical.  The  currency  mar- 
kets are  anticipating  both  a  near-term 
U.  S.  recovery  and  a  sharp  slowdown  in 
German  and  Japanese  economic  growth. 
Such  developments,  expected  later  this 
year,  would  shift  interest-rate  differen- 
tials and  economic  fundamentals  more 
decisively  in  the  dollar's  favor. 

The  catch,  of  course,  is  that  the  U.  S. 
still  seems  mired  in  recession  while  the 
slowdowns  overseas  have  not  yet  fully 
materialized.  And  foreign  central  banks 
remain  fearful  of  the  impact  of  a  stron- 
ger dollar  on  their  inflation  rates.  Thus, 
at  least  for  a  while,  further  dollar  appre- 
ciation may  hinge  less  on  anticipated  fu- 
ture cyclical  changes  in  U.  S.  and  foreign 
economies  than  on  hard  evidence  that 
those  changes  are  actually  unfolding. 


WHY  FIRST-QUARTER 

GNP  MAY 

LOOK  DISMAL  . . . 


Aside  from  the  clear  symptoms  of 
economic  malaise,  there  are  some 
good  statistical  reasons  to  believe  that 
the  Commerce  Dept.  will  report  an  out- 
size drop  in  gross  national  product  in  the 
first  quarter — perhaps  as  much  as  4%. 
Economist  Philip  Braverman  at  DKB  Se- 
curities Corp.  points  out  that  the  fourth- 
quarter  drop  in  GNP  was  recently  re- 
duced to  1.67  from  the  27  decline 
reported  earlier  because  of  a  surge  in 
foreign  earnings  of  U.  S.  companies. 
Buoyed  by  the  appreciation  of  foreign 
currencies  relative  to  the  dollar,  such 
earnings  climbed  at  a  $10.4  billion  annu- 
al rate  during  the  quarter. 

This  positive  effect,  however,  will  be 
reversed  in  the  first  quarter  of  this  year, 
he  predicts,  as  the  soaring  greenback 
lowers  the  value  of  foreign  earnings  as 
they  are  translated  into  dollars.  Indeed, 
the  drop  should  be  even  greater  because 
slowing  economies  overseas  are  also 
dampening  foreign  earnings  in  local-cur- 


rency terms.  "This  will  not  only  afflfj 
GNP,"  says  Braverman,  "but  will  rep 
force  the  continued  deterioration  in  ova 
all  U.  S.  corporate  earnings." 


...  AND  WHY 
PLUNGING  OIL  PRICES 
WON'T  HELP 


Another  reason  to  expect  a  big  di 
in  GNP  for  the  first  quarter  is 
sharp  swing  in  imported  oil  prices.  Ecit 
omists  writing  in  Citibank's  Econorm 
Week  point  out  that  surging  oil  prices  j 
the  fourth  quarter  of  last  year  actuab 
moderated  the  reported  decline  in  G>|| 
That's  because  of  their  impact  on 
change  in  real  (inflation-adjusted)  i| 
ports  during  the  quarter. 

The  Commerce  Dept.  subtracts  rd 
imports  from  real  GNP  when  it  calculate 
the  pace  of  economic  activity,  just  as|| 
adds  the  inflation-adjusted  value  of 
ports,  Citibank  explains.  And  by  bool 
ing  the  measure  of  import  inflation 
the  fourth  quarter,  the  45%  surge  in 
prices  in  effect  lowered  the  estima 
level  of  real  imports. 

In  sum,  there  were  fewer  imports 
subtract  from  real  GNP,  so  the  econor 
looked  a  lot  stronger  than  it  would  ot 
erwise  have  appeared.  Indeed,  withe* 
the  oil-price  effect,  economists  estimaB 
that  the  economy  would  have  declined  : 
close  to  a  47  annual  rate  rather  than  tW: 
1.6';  officially  reported. 

The  same  logic,  however,  suggesl- 
that  the  economy  may  look  exceedinai: 
weak  in  the  first  quarter  because  m. 
prices  not  only  stopped  rising,  but  actl 
ally  plunged  significantly.  Falling  impo 
inflation  will  magnify  the  level  of  reM 
imports  and  thus  drag  down  GNP.  TW! 
upshot,  says  Citibank,  "is  that  real  GIB; 
will  probably  take  a  big  dive." 


SMALL  BUSINESS  EXPECT 
TO  BE  HIRING 
BEFORE  THE  BIG  GUYS 


Although  joblessness  is  rising,  thei, 
may  still  be  some  light  at  the  er 
of  the  unemployment  tunnel.  Dun 
Bradstreet  Corp.  reports  that  a  natio 
wide  survey  of  5,000  employers  projec 
a  net  increase  of  850,000  jobs  in  1991,  v 
from  an  actual  rise  of  621,000  in  199 
The  survey,  conducted  earlier  this  yeaj 
indicates  that  hiring  will  be  stronger 
among  smaller  businesses.  Employei 
with  less  than  20  workers  account  ft1 
over  half  of  the  anticipated  job  growt. 
while  companies  with  payrolls  abov 
25,000  still  expect  to  pare  jobs  a  bit. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


IE  BLIZZARD  OF  PINK  SLIPS  IS  KEEPING 
SPRING  RECOVERY  SNOWBOUND 


s  spring,  a  time  for  hope  and  renewal.  Most  fore- 
asters  think  that  holds  for  the  U.  S.  economy  as 
fell.  According  to  the  April  survey  by  Blue  Chip 
.omic  Indicators,  7  out  of  10  economists  say  the 
sion  will  be  over  in  either  April,  May,  or  June.  If 
reries  grew  from  optimism,  that  consensus  might  be 
.  However,  upturns  need  jobs,  incomes,  and  spend- 
-seeds  that  haven't  even  sprouted  yet. 

That's  clear  from  Washing- 
ton's latest  data.  Businesses  are 
still  shedding  employees  at  a 
rapid  rate,  which  means  that 
consumer  incomes  continue  to 
suffer.  The  sharp  slowdown  in 
installment  credit  shows  that, 
despite  the  Federal  Reserve 
Board's  efforts  to  cut  interest 
rates,  households  are  averse  to 
taking  on  more  debt.  And  the 
sharp  drop-off  in  demand  in  the 


VOMERS  PUT 
FEWER  HOURS 


lERLY  PERCENT  CHANCE. 
At  RATE 

DATA  LABOR  DEPT.,  BW 


h  and  first  quarters  may  cause  many  companies  to 

back  their  capital  spending  plans  for  1991. 
Iging  by  the  Labor  Dept.'s  downbeat  report  on  the 
h  job  markets,  the  recession  showed  no  sign  of 
tg  bottom  last  quarter.  If  anything,  it  picked  up 
1.  Hours  worked  by  nonfarm  employees  fell  at  an 
al  rate  of  5.6%  in  the  first  quarter,  faster  than  the 
drop  in  the  fourth  quarter  (chart), 
sed  on  past  experience,  such  sharp  declines  in  hours 
ed  suggest  that  first-quarter  real  gross  national 
ict  fell  faster  than  the  1.6%  dip  posted  in  the  fourth 
ter.  In  fact,  the  drop  could  be  much  larger  than  the 
msus  forecast  of  a  1.8%  decline. 

in  the  fourth  quarter,  weakness  in  nearly  all  cate- 
s  of  domestic  demand  continue  to  fuel  the  reces- 

The  GNP  report  should  show  that  spending  last 
ter  on  consumer  items,  homebuilding,  business  con- 
tion,  and  capital  equipment  all  dropped  sharply, 
ation  Desert  Storm  probably  boosted  defense  spend- 
>ut  not  enough  to  provide  an  offset.  A  reversal  of 

a  steep  drop  in  demand  will  not  happen  quickly. 

RE  In  particular,  the  slide  in  consumer  spend- 

APANIES  ing  is  one  of  the  largest  two-quarter  de- 
'^H  clines  on  record.  Turning  around  that 

'ROLLS  two-thirds  of  GNP  will  require  more  than 
"ecently  improved  readings  on  consumer  expecta- 
— it  will  take  income.  But  after  looking  at  the  em- 
nent  report  for  March,  it  is  no  wonder  that  con- 
;rs'  assessment  of  their  current  situation  is  far 


CAPITAL  SPENDING 
IS  SET  TO  SLOW 


GROWTH  IN  PUNT 
AND  EQUIPMENT 
SPENDING 


more  sobering  than  their  expectations  for  the  future. 

Nonfarm  industries  eliminated  206,000  jobs  in  March, 
bringing  the  total  employment  losses  since  last  June  to 
1.5  million.  The  decline  continued  to  be  especially  broad. 
For  the  second  consecutive  month,  less  than  40%  of  the 
356  surveyed  industries  added  workers  to  the  payroll.  So 
far,  the  pace  of  job  losses  matches  the  rate  of  decline 
during  the  early  months  of  the  1981-82  recession,  one  of 
the  two  worst  downturns  of  the  postwar  era.  And  the 
jobless  rate  continues  to  rise,  hitting  6.8%  in  March. 

A  growing  hallmark  of  the 
1990-91  downturn  is  the  loss  of 
jobs  in  the  service  industries. 
Excluding  the  small,  but  rapidly 
growing,  health  care  sector,  ser- 
vice companies  have  let  go 
661,000  workers  since  last  June. 
This  0.9%  drop  is  already  larger 
than  in  any  previous  reces- 
sion except  the  severe  1973-75 
downturn.  But  further  cutbacks 
in  service  jobs  seem  likely  be- 
cause of  the  sector's  continuing  profit  squeeze. 

Still,  manufacturing  and  construction  continued  to 
take  the  biggest  hits  in  March.  Factories  laid  off  92,000 
workers,  while  construction  lost  72,000  jobs.  The  manu- 
facturing declines,  combined  with  a  0.2-hour  drop  in  the 
factory  workweek,  to  40.1  hours,  assures  that  industrial 
production  posted  another  sizable  decline  in  March.  In 
fact,  industrial  output  appears  to  have  fallen  faster  in 
the  first  quarter  than  the  7.2%  annual  rate  of  decline 
posted  in  the  fourth  quarter. 

The  March  drop  in  construction  jobs  was  particularly 
revealing.  Coming  after  an  increase  in  February,  it 
shows  that  February's  atypically  mild  weather,  following 
an  unusually  harsh  January,  may  have  had  more  to  do 
with  the  February  job  gain  than  any  real  strength.  This 
pattern  suggests  that  much  of  the  February  rebound  in 
other  construction  data,  such  as  housing  starts  and 
sales,  likely  reversed  course  in  March  as  well. 


1990 

A  PERCENT  CHANGE 

DATA  COMMERCE  DEPT 


1991 
PLANNED 


BUSINESS 
OUTLAYS 
MAY 
SUFFER 


The  layoffs  at  building  sites  and  fac- 
tories— especially  those  making  machin- 
ery and  other  equipment — suggest  that 
capital  spending  is  struggling,  even  as 
companies  report  plans  to  increase  their  capital  budgets. 

According  to  the  Commerce  Dept.'s  survey  of  plant 
and  equipment  spending  taken  during  January  through 
March,  businesses  plan  a  2.5%  increase  in  their  capital 
budgets  for  1991  (chart).  Although  the  rise  is  less  than 
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the  5%  gain  in  1990,  the  expected  plans  mean  that  this 
recession's  slowdown  in  business  investment  would  be 
very  mild  compared  to  past  downturns. 

The  Commerce  Dept.  survey  also  shows  that  spending 
is  slated  to  rise  sharply  in  the  first  and  second  quarters 
and  then  hold  steady  in  the  last  half  of  the  year.  But 
recent  monthly  data  suggest  that  capital  spending  fell  in 
the  first  quarter.  In  addition  to  job  losses  at  many  goods 
producers,  shipments  of  nondefense  capital  goods 
dropped  sharply  last  quarter.  Plus,  the  downward  esti- 
mates of  first-quarter  earnings  for  many  of  the  major 
computer  companies  suggest  that  demand  for  processing 
equipment  just  hasn't  materialized. 

All  this  suggests  that  the  latest  capital-budget  plans 
may  be  a  bit  optimistic.  Moreover,  the  longer  the  reces- 
sion drags  on,  the  more  likely  it  is  that  businesses  will 
scale  down  their  plant  and  equipment  needs. 


economy — will  be  hard-pressed  to  recover  anytime  so 

Not  surprisingly,  the  combination  of  war  and  recess  (1 
has  caused  many  households  to  put  buying  plans  lJ 
hold.  The  Conference  Board  reports  that  almost  35% 
the  5,000  households  it  surveyed  in  March  postpoi 
purchasing  a  big-ticket  item  in  recent  months. 


NO  ONE 
WANTS  TO 
BORROW 
MUCH 


WAGE 
GAINS? 
THERE 
AREN'T  ANY 


The  recession  has  already  lasted  long 
enough  to  cut  into  wage  growth.  Non- 
farm  wages  jumped  a  bit  in  March,  by 
0.5%  to  S10.25  per  hour,  but  pay  had  hard- 
ly changed  in  January  and  February.  So  for  the  first 
quarter,  hourly  wages  rose  at  an  annual  rate  of  just 
2.57c,  compared  with  a  mere  2.1%  in  the  fourth  quarter. 
That's  the  slowest  two-quarter  increase  in  three  years. 

Wage  growth  may  pick  up  a  bit  in  April,  because  the 
rise  in  the  minimum  wage,  to  $4.25  an  hour  from  $3.80, 
may  exert  some  upward  pressure  on  this  month's  wage 
data.  But  that  could  be  offset  by  smaller  raises  given  to 
workers  who  earn  more  than  the  minimum.  Holding 
down  pay  increases  is  crucial  for  companies  trying  to 
rein  in  costs  while  demand  is  slumping.  So  after  April, 
salary  increases  should  fall  back  to  a  much  weaker  pace. 

Moderate  wage  growth  sets  the  stage  for  lower  infla- 
tion and  better  profit  margins.  But  personal  income 
growth  will,  of  course,  suffer.  And  that  means  that 
consumer  spending — the  key  to  turning  around  this 


A  MAJOR  SLOWDOWN 
IN  DEBT  GROWTH 


The  Conference  Board's  survey  sim 
confirmed  what  retailers  already  km 
Households  aren*t  buying.  And  tr 
aren't  using  their  credit  cards  as  m\ 
either.  Consumer  installment  debt  fell  by  $2.3  billion 
February.  That  was  the  third  consecutive  drop,  soi 
thing  that  hasn't  occurred  in  four  years.  In  the  past 
months,  credit  outstanding  has  risen  by  just  2.3%,  1< 
than  half  the  5.2%  rate  a  year  earlier  (chart). 

People  are  cutting  back 
most  types  of  borrowing.  Ai 
loans,  which  have  been  dec' 
ing  for  a  year,  fell  by  $3.1 
lion  in  February.  And  since  ( 
tober,  revolving  debt — whi 
includes  credit  cards — has 
creased  by  an  average  of  ji 
$807  million  each  month.  Tha 
a  sharply  slower  pace  than  t 
S2.6  billion  a  month  added  in  t 
five  months  before  that. 
Even  with  the  recent  declines  in  installment  cre< 
however,  debt  levels  remain  precariously  high.  Cr 
outstanding  equals  18%  of  disposable  income.  That's 
above  the  14%  level  posted  during  the  last  recession 

Clearly,  debt  levels  will  have  to  shrink,  and  job 
income  growth  will  have  to  stabilize,  before  consum 
start  spending  again.  The  March  employment  report  s 
gests  that  will  take  time.  Spring  may  be  a  time 
rejuvenation,  but  the  numbers  imply  that  an  econo 
recoverv  is  still  some  months  down  the  road. 
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HOUSING  STARTS 


Tuesday.  Apr.  16.  8:30  a.m. 
Housing  starts  probably  fell  to  an  annu- 
al rate  of  about  970,000  in  March,  say 
economists  surveyed  by  M.MS  Internation- 
al, a  unit  of  McGraw-Hill  Inc.  In  Febru- 
ary, unseasonably  warm  weather  and 
falling  mortgage  rates  pushed  starts  up 
by  16.4^,  to  a  989,000  pace  for  the 
month.  But  slack  demand  and  a  rise  in 
interest  rates  last  month  suggest  that 
homebuilding  dropped  back  in  March. 

INDUSTRIAL  PRODUCTION  

Tuesday,  Apr.  16,  9:15  a.m. 
Output  at  the  nation's  factories,  mines, 
and  utilities  likely  fell  by  0.5%  in  March, 
say  the  MMS  economists.  That's  suggest- 


ed by  declines  in  factory  jobs  and  work- 
week length.  Output  has  fallen  in  each 
of  the  five  previous  months,  including  a 
0.8c;  drop  in  February.  The  expected 
March  decline  would  mean  output  de- 
creased at  a  staggering  9.4%  annual  rate 
in  the  first  quarter,  the  steepest  decline 
in  11  years. 

CAPACITY  UTILIZATION  

Tuesday.  Apr.  16,  9:15  a.m. 
The  expected  drop  in  industrial  output 
suggests  that  operating  rates  fell  to 
78.6%  in  March,  from  79.1%  in  February. 

MERCHANDISE  TRADE  DEFICIT  

Thursday,  Apr.  18,  8: JO  a.m. 

The  MMS  economists  project  that  the 

trade  deficit  narrowed  slightly  in  Febru- 


ary, to  $6.5  billion  from  $7  billion  in  J; 
uary.  Exports,  which  rose  3.6%  in  Jai 
ary,  probably  fell  in  February  but  not 
much  as  imports  likely  dropped  afi 
their  4.8^  advance  in  January. 

FEDERAL  BUDGET 


Friday.  Apr.  19,  2  p.m. 
The  U.  S.  government  will  probably 
port  a  $37.9  billion  deficit  for  March 
March,  1990.  the  government  posted 
$53.3  billion  deficit,  but  special  facto: 
including  early  payment  of  some  Ap 
entitlement  checks,  overstated  the  yes 
ago  deficit.  This  year,  the  recession 
taking  its  toll,  especially  on  governme 
receipts.  Individual  tax  payments  i 
January  through  March  are  expected 
be  the  weakest  on  record. 
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New  ^brk  Life  is 
arge,  conservative,  and  dull. 

Reassuring  in 
times  like  these,  isn't  it? 


Things  are  a  bit  shaky  these  days  in  the  financial  world. 
Investors  are  getting  a  lot  less  adventuresome.  And  words  like 
"stability"  and  "security"  are  coming  back  into  vogue. 

To  some,  of  course,  this  is  just  the  current  economic 
trend.  But  at  New  York  Life,  we've  had  a  conservative 
investment  policy  for  146  years. 

A  policy  that,  over  the  years,  has  allowed  New 
York  Life  to  amass  assets  under  management  of 
more  than  $50  billion.  And  why  95  percent 
of  the  bonds  in  our  portfolio  are  investment  grade* 
Does  that  make  us  large  and  conservative? 
We  should  say  so.  And  as  for  dull,  well,  we 
look  at  it  this  way:  If  being  exciting  jneans 
investing  heavily  in  junk  bonds  that  end  up  in 
default,  that's  the  kind  of  excitement  we  can 
all  do  without. 

For  information  on  any  of  our  full  range  of 
products  and  services, 
call  New  York  Life 

today.  The  Company  You  Keep! 


©1990  New  York  Life  Insurance  Company,  51  Madison  Avenue,  New  York,  N  Y.  10010.  All  rights  reserved. 
New  York  Life  Insurance  and  Annuity  Corporation,  51  Madison  Avenue,  New  York,  N.Y.  10010 
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THE  SAD  STATE 
OF  THE  STATES 

MONSTER  DEFICITS  ARE  CUTTING  LOCAL  SERVICES  AND  DELAYING  RECOVERY 


The  nation  that 
stormed  into  Iraq 
has  some  alarm- 
ing problems  in  its  own 
backyard.  Across  the 
country,  state  and  local 
governments  are  grap- 
pling with  budget  defi- 
cits adding  up  to  more 
than  S40  billion — and 
still  rising.  Localities 
large  and  small  are  hik- 
ing taxes  and  slashing 
budgets.  And  that 
means  almost  every- 
body, from  the  chil- 
dren of  Middleborough. 
Mass.,  where  elemen- 
tary schools  are  being 
closed,  to  state  and  city 
workers  nationwide, 
will  feel  the  pain. 

The  effect  of  all  of 
this  on  the  American  economy  is  equally 
distressing.  The  drastic  measures  that 
states  and  cities  are  taking  to  clean  up 
their  fiscal  houses  could  prolong  the  cur- 
rent downturn.  Higher  taxes  leave  less 
income  for  other  spending,  and  govern- 
ment cutbacks  mean  fewer  jobs,  less 
construction,  and  increased  unemploy- 
ment. In  previous  recessions,  state  and 
local  spending  typically  boosted  real 
gross  national  product  by  an  average  of 
one-half  of  a  percentage  point  in  the 
first  year  of  a  recovery.  That  would  add 
about  $27  billion  to  GXP  if  a  recovery 
were  to  start  now. 

But  this  time  around,  manv  econo- 


SCHOOLS  Middleborough  is  closing 
IflEJiWEMIIUMaiBl    some  elementary  schools 


mists  expect  that  state  and  municipal 
budgets  will  dampen  the  recovery — sub- 
tracting as  much  as  S10  billion  from  GNP 
growth  this  year.  "The  state  and  local 
government  fiscal  situation  is  one  of  the 
most  important  reasons  why  economic 
expansion  will  be  rather  muted  in  1991," 
says  Mark  Zandi,  economist  at  Regional 
Financial  Associates  Inc.,  an  economic 
forecasting  firm. 

NO  QUICK  fixes.  Indeed,  the  deficits 
promise  to  outlast  the  recession.  Many 
states  and  localities  were  in  trouble  even 
before  the  downturn  started,  with  spend- 
ing long  outrunning  revenues.  Account- 
ing gimmicks   succeeded   in  papering 


over  deficits  for  a  f 
years.  But  once  the 
cession  hit,  tax  re 
nues  plunged  and  d' 
cits  deepened  beyo 
the  help  of  any  leger 
main.  Now,  some 
states  face  deficits, 
do  dozens  of  citi 
towns,  and  counties. 

The  fiscal  situation 
so  bad  that  the  rer 
dies  could  redefine  sti 
and  local  governme 
The  old  quick  fixes 
longer  suffice.  "We 
trying  to  make  the  r 
chine  leaner  and  me 
er,"  says  Sam  Yock 
San  Francisco  city  b 
get  director.  Adds 
Scott  Fosler,  director 
governmental  studies 
the  think-tank  Committee  for  Econor 
Development:  "We're  seeing  the  beg 
ning  of  a  painful,  wrenching  rethinki 
of  the  way  government  does  its  wort 
It  must  be  said  that  no  one  expects 
see  widespread  public-sector  insolvi 
cies.  States  and  most  cities  have  the 
sources  to  cope  with  their  troubles,  all 
it  with  difficulty.  And  most  govei  i 
ments — including  California  and  N< 
York — can  still  borrow  at  attractive 
terest  rates  in  the  credit  markets. 

Just  the  same,  more  and  more  stal 
are  projecting  budget  deficits  in  exce 
of  a  billion  dollars  (table).  Topping  t  :- 
list  is  California.  As  recently  as  U 


BITTER  MEDICINE 
FOR  MANY 
STATES  AND  CITIES 


DATA:  NATIONAL  CONFERENCE  OF  STATE 
LEGISLATURES.  TA 1  FOUNDATION.  BW 


CALIFORNIA 


CONNECTICUT 


Projected  deficit:  $12.6  billion 

New  Governor  Pete  Wilson  has  set 
education  and  welfare  as  the  big- 
gest targets  for  spending  cuts.  Leg- 
islature debating  all  kinds  of  taxes, 
including  one  on  lawyers,  accoun- 
tants, and  other  professionals 


Projected  deficit:  $1.7  billion 

May  adopt  a  personal  income  tax 
to  raise  $2.4  billion,  cut  other  taxes 
for  net  gain  of  $836  million.  Could 
slash  $1.2  billion  from  budget, 
freeze  aid  to  localities,  cut  com- 
pensation, lay  off  workers 


Projected  deficit:  $1 

Proposals  call  for  cutting  $1 
million  from  education  and 
$750  million  from  state  age 
Payroll  likely  to  be  trimmed 
No  new  taxes  or  tax  hikes  • 
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PRISONS  Too  many  prisoners,  too  few  beds  in  Los  Angeles  County.  Building  and  expanding  prisons  is 
3«k»T^M  a  COst  that  most  states  face,  yet  can't  control 


Sacramento  foresaw  a  $1  billion 
is.  Then,  the  Golden  State  sudden- 
nd  itself  amid  woes  of  Old  Testa- 
magnitude:  a  freeze  that  killed 
of  the  state's  citrus  crop,  a  five- 
Irought  that  reached  a  crisis  point, 
pread  layoffs  in  key  industries, 
war  that  turned  consumers  into 
i  of  indecision.  By  early  January, 
elected  Republican  Governor  Pete 
a  was  projecting  a  $7  billion  deficit 
e  current  fiscal  year,  which  ends  in 
By  March,  Wilson  had  to  whip  out 
aser  and  write  in  $12.6  billion  in 
k — the  largest  state  budget  deficit 
tion  ever. 


Even  states  that  have  ducked  the  re- 
cession are  not  immune.  Take  Texas. 
Employment  in  the  Lone  Star  State  has 
grown  by  2%  over  the  past  12  months, 
and  tax  revenues  are  expected  to  rise  by 
almost  $2  billion  by  1993.  Yet  Texas 
faces  a  $4.7  billion  shortfall  in  its  1992-93 
biannual  budget,  the  state  Comptroller's 
Office  estimates.  "What  makes  Texas 
different  is  that  our  shortfall  is  not 
caused  by  a  bad  economy,"  says  Thomas 
R.  Plaut,  the  state's  chief  revenue  esti- 
mator. The  chief  culprits:  education  and 
medicaid. 

In  the  1980s,  almost  every  state  found 
its  budget  being  pulled  upward,  willy- 


nilly,  by  the  relentless  rise  in  education, 
medicaid,  and  prison  expenses.  These 
trends  show  no  sign  of  slowing.  The 
number  of  school-age  youngsters  is  ex- 
pected to  grow  by  3.2  million  in  the 
1990s,  after  shrinking  by  3.4$  during 
the  '80s.  Persistent  medical  inflation  and 
wider  eligibility  for  poor  children  guar- 
antee that  medicaid  costs  will  continue 
to  soar.  And  almost  every  state  is  build- 
ing and  expanding  prisons  to  keep  up 
with  growing  inmate  populations. 
hard  weaning.  These  costs  are  hard  for 
state  governments  to  control.  Worse  yet, 
the  feds  have  become  less  willing  to  aid 
their  smaller  siblings.  As  part  of  a  de- 


ASSACHUSETTS 


n_ 


NEW  YORK 


Efe  J 


TEXAS 


lefidt:  $850  million     Projected  deficit:  $800  million 

New  Governor  John  Engler  wants 
to  cut  property  taxes  by  20%  and 
boost  education  outlays  4  % .  To  do 
so,  he  would  cut  other  spending  by 
9.2  %  across  the  board,  plus  lay  off 
2,700  workers 


ts  may  total  $330  mil- 
other  $397  million 
stponing  pension  pay- 
ig  jobs,  trimming  med- 
;,  and  selling  assets, 
xes 


Projected  deficit:  $6  billion 

Cuts  may  hit  education,  medicaid, 
aid  to  localities.  Layoffs  of  about 
5,500  loom.  Taxes  could  climb  by 
more  than  $1  billion,  including  mo- 
tor fuel  levies.  New  York  City  faces 
its  own  $3.2  billion  deficit  in  1992 


Projected  deficit:  $4.7  billion 

Eyeing  $300  million  in  cuts.  Income 
tax  under  debate,  but  opposition 
by  Governor  Ann  Richards  makes  it 
unlikely.  Instead,  will  probably  in- 
crease sales  tax,  broaden  sales  tax 
base,  and  reform  business  taxes 
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W  \J  K  IV  C  K  O    I  "ie  STaTe  is  cutring  tnousands  ot  civil 
■giy/A'WaM      service  jobs  and  millions  in  local  aid 


cade-long  effort  to  shift  government 
spending  from  Washington  to  the  states 
and  cities,  federal  aid  to  state  and  local 
governments  has  shrunk  in  the  last  de- 
cade. It  now  pays  for  only  15%  of  state 
and  local  expenditures,  down  from  21% 
in  1981  (chart).  At  the  same  time,  Con- 
gress has  remained  willing  to  pass  along 
to  the  states  new  social  and  environmen- 
tal responsibilities  without  added  fund- 
ing. "Who  is  the  bad  guy?  For  the 
states,  it's  the  federal  government," 
says  David  Perko,  economist  at  the  re- 
search group  DRl/McGraw-Hill. 

With  next  to  no  chance  of  being  bailed 
out  by  I'ncle  Sam,  who  has  his  own  $320 
billion  budget  gap,  local  politicians  are 
being  forced  to  raise  taxes.  According  to 
a  survey  by  the  Tax  Foundation,  a  non- 
profit research  organization,  state  legis- 
lators and  governors  are  mulling  propos- 
als that  could  boost  taxes  in  1992  by 
almost  $12  billion.  Strikingly,  Tennessee 
and  Connecticut  are  seriously 
considering  adopting  income  tax- 
es for  the  first  time,  something 
no  state  has  done  since  New  Jer- 
sey in  1976.  Even  in  Texas,  an 
incipient  income  tax  movement  is 
garnering  some  support  from  in- 
fluential business  groups. 
tax  jitters.  But  there  are  limits 
to  how  far  taxes  can  be  raised. 
New  Jersey's  recent  tax  hikes 
touched  off  a  popular  revolt  that 
rocked  the  state's  polling  booths 
last  November  and  spooked  poli- 
ticians elsewhere.  And  states, 
more  keenly  aware  than  ever  of 
how  taxes  affect  business'  choice 


of  where  to  locate,  are  afraid  to  get  too 
far    out    of    line    from  neighbors. 

As  a  result,  most  of  the  budget  gaps 
will  be  closed  by  slashing  spending.  In 
Rhode  Island,  Democratic  Governor 
Bruce  Sundlun  has  already  closed  all 
nonessential  government  offices  for  two 
weekdays  this  year,  and  he  has  proposed 
shutting  down  state  government  for  19 
more  days  over  the  next  fiscal  year. 

Elsewhere,  cost-cutters  have  found 
state  aid  to  cities  and  suburbs  to  be  a 
tempting  target.  In  New  York,  Demo- 
cratic Governor  Mario  Cuomo's  budget 
calls  for  cutting  local  aid  by  about  $500 
million.  And  in  California,  where  San 
Francisco  projects  a  10%  shortfall  in  its 
budget,  the  gap  could  widen  considera- 
bly if  the  state  slashes  local  aid.  "We're 
at  the  bottom  of  the  food  chain,"  la- 
ments budget  director  Yockey. 

Apart  from  medicaid,  where  spending 
keeps  rising,  poor  people  are  especially 
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▲  BILLIONS  OF  DOLLARS 


DATA.  REGIONAL  FINANCIAL  ASSOCIATES  INC 


vulnerable.  Governors  are  using  thej| 
cal  crisis  to  work  their  version  of 
fare  reform.  Two  examples:  In  Oi 
which  faces  a  $1.5  billion  revenue  sh| 
fall  for  1992-93,  newly  elected  Gove 
George  V.  Voinovich,  a  Republican, 
suggested  turning  over  welfare  sup 
for  able-bodied  adults  to  local  gov 
ments  and  cutting  the  program  by 
million.  Michigan's  new  GOP  Gover: 
John  Engler,  wants  to  cut  benefits 
families  whose  children  drop  out 
school.  He  also  would  end  general  as 
tance  to  some  100,000  people  who  En, 
says  are  able  to  go  out  and  find  wo 
Even  when  people  agree  more  sp 
ing  is  needed,  it's  hard  to  find  the 
ey.  Crumbling  roads,  for  example, 
attention-getters.  But  most  state  anc 
cal  governments  won't  be  able  to  be 
their  infrastructure  spending  over 
next  few  years  unless  the  feds 
more  of  the  bill.  And  hard-pressed  ci 
may  very  well  cut  back  on  capital 
provements.  "Infrastructure,  unfo 
nately,  will  just  have  to  be  defei 
some  more,"  says  Robert  D.  Ebel,  sei 
manager  of  policy  economics  at  Kl 
Peat  Marwick. 

teaming  up.  The  budget  crunches  h 
governors,  mayors,  and  legislators  lc 
ing  for  ways  to  deliver  the  same  leve 
public  service,  but  more  cheaply.  D 
ver,  which  saw  its  economy  collapse  w 
oil  prices  in  the  mid-1980s,  joined  w 
five  suburban  counties  in  forming  a 
tural  tax  district.  Voters  approved 
sales  tax  hike  to  fund  such  institutii 
as  the  art  museum  and  the  zoo.  And 
city  also  formed  a  six-county  base! 
district  to  build  a  stadium  if  the 
wins  a  major  league  franchise.  ' 
cannot  do  business  as  usual,"  says  c 
going  Mayor  Federico  Pena.  "You  h 
to  look  at  new  relationships,  new  p; 
nerships,  new  opportunities." 

Yet  such  measures  can't  relieve 
acute  fiscal  distress  that  states  and 
ies  now  suffer.  In  the  short  term, 
need  to  balance  their  budgets  will  o: 
worsen  the  recession.  And  even  wl 
the  economy  swings  back  up, 
it  surely  will,  the  effects  of  th 
decisions  will  linger  on.  Cuts 
roads  and  bridges — not  to  m 
tion  schools — ultimate'y  low 
productivity,  which,  in  tu: 
leaves  a  lower  standard  of  livii 
The  transfer  of  federal  respor 
bilities  to  local  governmen 
without  a  commensurate 
crease  in  state  resources,  vj 
then  have  come  at  a  steep  pri 
By  Michael  J.  Mandel  and  Chi 
topher  Farrell  in  New  York,  w 
Sandra  Atchison  in  Denver,  Del 
Fowler  in  Houston,  Maria  Shao 
San  Francisco,  and  bureau  repo 
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EY  &  BANKING  I 


{OUT  THAT  FEUDIN',  FUSSIN' 
ID  FIGHTIN'  AT  THE  FED  . . . 


,  things  look  chaotic — but  Greenspan  likes  a  lively  debate 


Reports  of  Alan  Greenspan's  de- 
W  mise  are  greatly  exaggerated. 
mBy  some  accounts,  the  Federal 
rve  Board  chairman  is  losing  his 
in  an  uprising  by  underlings.  Fed 
ymakers  are  organizing  into  war- 
camps — inflation  hawks  vs.  reces- 
doves,  presidents  of  the  regional 
ral  Reserve  banks  vs.  governors  at 
Vashington  headquarters.  Monetary 
y — and  the  fate  of  the  economy — is 
ht  in  the  cross  fire.  If  the  recession 
sepening,  as  many  fear,  the  dead- 
id  Fed  can't  spring  to  its  rescue, 
truth,  all  is  not  sweetness  at  the 
•al  bank.  Policymakers  disagree  on 
;dures  and  on  the  economic  outlook. 
Fed  officials  have  trouble  recogniz- 
the  dissension-wracked  institution 
•ayed  lately  in  published  accounts, 
a  Fed  insider:  "They  got  the  details 
, — they  just  misread  the  meaning." 
e  furor  has  its  roots  in  a  technical 
ite,  first  reported  by  former  Fed 
Chairman  Manuel  H.  Johnson  Jr.  in 
wsletter  to  consulting  clients.  On 
1,  Fed  governors  voted  to  cut  the 
>unt  rate — the  interest  charged 
s  that  borrow  directly  from  the  12 
mal  Fed  banks.  Greenspan  decided 
the  half-point  cut,  to  6%,  should  be 
cted  by  the  more  widely  watched 
•al  funds  rate.  That  rate — what 
s  charge  each  other  for  overnight 
; — is  set  by  the  Federal  Open  Mar- 
Committee,  made  up  of  the  gover- 
plus  Fed  bank  presidents. 
)st  of  the  time,  the  fed  funds  rate 
ates  whether  the  central  bank  is 


trying  to  stimulate  or  slow  money 
growth  and  the  economy.  But  the  dis- 
count rate  can  complicate  matters.  So 
the  FOMC  worries  about  the  spread  be- 
tween the  discount  and  fed  funds  rates. 
To  keep  the  spread  fixed,  board  mem- 
bers believed  the  funds  rate  should  fall 
to  match  the  discount  rate.  Otherwise, 
the  Fed  wouldn't  be  loosening  credit. 
NO  vote.  In  a  phone  conference  on  Feb. 
1,  two  of  the  regional  presidents  ques- 
tioned whether  such  a  large  rate  cut 
would  exceed  Greenspan's  authority  to 
act  between  committee  meetings.  But 
none  of  the  members  pressed  for  a  vote, 
and  the  Fed  cut  the  funds  rate. 

When  the  FOMC  took  up  the  question 
at  meetings  on  Feb.  5  and  Mar.  26,  the 
members  agreed  to  disagree.  The  inter- 
action between  the 
funds  and  discount 
rates  is  so  imprecise, 
they  decided,  that  the 
chairman  needs  to  have 
lots  of  discretion.  The 
FOMC  didn't  bar  Green- 
span from  acting  be- 
tween meetings. 

Such  rows,  even  over 
arcane  matters,  weren't 
likely  under  Arthur  F. 
Burns  or  Paul  A. 
Volcker,  two  of  Green- 
span's most  powerful 
predecessors.  Burns 
and,  in  a  lesser  way, 
Volcker  ran  a  one-man 
show:  The  chairman  set 
policy  and  was  the  poli- 


HOSKINS:  FOCUSING  ON  THE 
MONEY  SUPPLY  AND  INFLATION 


cy  spokesman,  and  heaven  help  an  FOMC 
member  who  said  otherwise. 

But  things  started  to  change  in  the 
mid-1980s.  Earlier  Administrations  often 
appointed  governors  from  the  ranks  of 
senior  Fed  staffers.  Presidents  Reagan 
and  Bush  went  outside  the  Fed  and 
chose  members  more  likely  to  think  inde- 
pendently. Regional  presidents  tend  to 
be  more  intellectual  than  their  predeces- 
sors— and,  many  Fed-watchers  believe, 
grasp  economics  and  finance  better  than 
the  governors.  Greenspan  encourages 
open  debate,  even  at  the  cost  of  some 
confusion  over  where  the  Fed  is  going. 

That  confusion  is  particularly  evident 
at  times  like  this.  Like  private  forecast- 
ers, Fed  policymakers  are  deeply  divided 
over  the  outlook.  They  fall  into  three 
groups.  Optimists,  such  as  San  Francis- 
co Fed  President  Robert  T.  Parry,  be- 
lieve the  recession  is  hitting  bottom. 
They  build  their  case  for  recovery  on 
recent  increases  in  housing  starts,  con- 
sumer confidence,  purchasing  managers' 
outlook,  the  strong  rebound  in  money 
growth,  and  other  leading  indicators. 
Skeptics,  such  as  Atlanta  Fed  President 
Robert  P.  Forrestal,  point  to  continued 
job  losses  and  sluggish  spending  as 
signs  that  the  economy  needs  lower 
rates.  And  a  few  hard-liners,  led  by 
Cleveland  Fed  President  W.  Lee  Hos- 
kins,  think  the  Fed  shouldn't  react  to 
economic  growth  at  all;  they  focus  solely 
on  money-supply  growth  and  inflation. 
caution.  Greenspan  sees  signs  that  re- 
covery is  coming — but  he  would  rather 
buy  some  insurance  by  cutting  rates  a 
bit  more.  Inflation  worries,  rather  than 
dissension  within  the  ranks,  was  the  rea- 
son the  Fed  held  off  cutting  rates  even 
when  March  unemployment  rose  to  6.8%. 
Disappointed  by  the  Fed's  failure  to  low- 
er rates,  investors  sent  the  Dow  Jones 
industrial  average  down  some  50  points 
over  three  days. 

Any  lingering  disputes  at  the  Fed 
might  affect  when  it  acts — but  timing 
isn't  everything.  "Whether  they  act  on 
Apr.  15  or  Apr.  30  has 
absolutely  no  effect  on 
the  economy,"  says 
Richard  B.  Hoey,  chief 
economist  at  Barclays 
de  Zoete  Wedd  Inc. 
More  important  is  that 
a  more  open  Fed,  with 
more  internal  debate, 
might  reach  better  deci- 
sions. Greenspan  has 
avoided  the  stop-and- 
start  policy  that  hurt 
the  economy  in  the 
1960s  and  i970s.  As 
long  as  he  gets  results, 
he'll  be  able  to  handle 
any  critics  at  the  Fed. 

By  Mike  McNamee  in 
Washington 
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DEALS I 


PROCTER  &  GAMBLE 
IS  FOLLOWING  ITS  NOSE 


Max  Factor  and  Betrix  make  it  a  global  force  in  cosmetics 


Procter  &  Gamble  Chairman  Edwin 
L.  Artzt  knew  he  had  a  nice  new 
business  in  Navy.  The  mass-mar- 
ket fragrance,  launched  by  Noxell  Corp. 
just  as  P&G  was  acquiring  it  in  late  1989, 
was  a  first  entry  into  that  business  for 
both  companies,  and  a  successful  one  at 
that.  However,  "I  was  not  sure  whether 
Navy  was  an  accident  or  not,"  Artzt 
says.  "Was  it  a  lucky  hit,  or  do  we  know 
what  we're  doing?" 

Artzt  didn't  ask  just  himself  that 
question:  He  posed  it  to  the  people  inside 
and  outside  Noxell  who  had  created 
Navy.  Sufficiently  convinced 
that  the  perfume's  success 
was  no  fluke,  he  plunged  fur- 
ther into  fragrances — an  im- 
age-laden business,  worlds 
away  from  the  detergents  and 
toothpaste  P&G  has  so  long 
dominated.  And  it's  a  sign  of 
his  growing  confidence  in 
P&G's  ability  to  master  the 
business  that,  on  Apr.  10, 
Artzt  announced  that  Procter 
&  Gamble  Co.  would  pay  $1.1 
billion  for  Revlon  Inc.'s  Max 
Factor  and  Betrix  cosmetics 
businesses.  Together,  they 
have  $800  million  in  sales. 
Now,  as  part  of  a  broad  glob- 
al push,  the  consumer  prod- 
ucts giant  will  try  to  use  the 
brand  names  and  distribution 
muscle  it  has  acquired  to  grab 
even  more  of  the  world's  $1(5 
billion  cosmetics  and  fra- 
grance business. 
instant  fame.  But  here's  the 
twist:  Instead  of  just  relying 
on  Max  Factor  and  Betrix  to 
capture  overseas  sales,  Artzt 
wants  to  turn  ail-American  Cover  Girl 
into  an  international  power.  His  plan  is 
to  use  the  franchises  he  is  buying  to  cut 
the  time  it  would  have  taken  to  install 
the  distribution  and  marketing  network 
he  needs.  "Our  objective  was  to  get  a 
foothold  in  the  major  hubs"  of  the 
world,  he  says. 

The  acquisition  gives  P&G  an  instant 
presence  in  Europe  and  Japan,  two  key 
markets  (table).  Betrix  has  a  strong  posi- 
tion in  Germany  with  its  midpriced  line. 
And  Max  Factor,  which  has  been  run 
relatively  autonomously  on  three  conti- 
nents, is  well  accepted  both  in  Britain 


and  in  Japan,  where  its  upscale  products 
boast  $240  million  in  sales.  Suzanne 
Grayson,  an  industry  consultant  in  Santa 
Barbara,  Calif.,  figures  that  Procter  has 
sliced  perhaps  three  years  off  the  time  it 
otherwise  would  have  taken  to  go  global 
with  its  U.  S.  brands. 

The  price  P&G  is  paying  might  seem 
bountiful.  Revlon  bought  the  two  lines, 
as  well  as  others  it  isn't  selling,  for  a 
total  of  $528  million  within  the  past  five 
years.  Yet  the  price  is  in  line  with  recent 
cosmetics  purchases.  "They  both  made 
out  0.  K.,"  says  Andrew  Shore,  an  ana- 
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P&G'S  NEW  GLOBAL  REACH 


Fragrances 

Cosmetics 

Millions  of  dollars 

SALES  IN  JAPAN 

t>  BEFORE  PURCHASE  OF 

MAX  FACTOR  AND  BETRIX 

$0 

$0 

►  AFTER  PURCHASE  OF 

MAX  FACTOR  AND  BETRIX 

12 

225 

SALES  IN  EUROPE 

►  BEFORE 

0 

28 

►  AFTER 

130 

210 

DATA:  COMPANY  REPORTS 


lyst  at  Prudential  Securities  Inc.  Revljj 
owner  Ronald  O.  Perelman  can  use  t| 
proceeds  to  meet  debt  payments,  a 
P&G  greatly  extends  its  reach. 

Getting  a  foothold  doesn't  assure  thi 
Procter  &  Gamble  can  create  dema 
for  Cover  Girl  in  Europe,  where 
French  hold  sway.  But  Artzt  notes  t 
U.  S.  brands  have  hit  it  big  on  the  Coi 
nent.  And  he  sees  Cover  Girl's  respe< 
able  sales  in  tiny  Switzerland  as  proof 
its  potential. 

For  all  Artzt's  optimistic  talk,  it's  i 
portant  not  to  lose  sight  of  the  audacil 
of  his  move.  No  other  company  has  trii 
to  develop  a  mass-market  brand  in  o 
metics  across  Europe  and  elsewhe: 
The  biggest  drawback  is  the  selling  c 
ture:  Cosmetics  aren't  sold  overseas 
same  kind  of  outlets  as  the  drugstor! 
and  mass  merchants  common  in  ti 
U.  S.,  and  midpriced  products  aren't 
heavily  marketed. 
GOOD  scents.  P&G's  newly  acquin 
brands  give  the  company 
strong  overseas  base  fro 
which  to  launch  Cover  Gi: 
Artzt  is  planning  to  give  Mi 
Factor  a  more  standardize 
image  around  the  world 
soon  as  it  learns  more  abo 
the  brand.  And  Procter  is  e 
tremely  likely  to  apply  in  o 
metics  the  expertise  it  h;I 
built  up  in  skin  care.  "That] 
our  ballpark,"  says  Artzt.  Jrl 
already  has  a  successfi 
worldwide  skin-care  bran 
Oil  of  Olay,  which  P&G  a 
quired  in  1985. 

But  Artzt  goes  further,  h 
maintains  that  P&G's  expei 
ence  as  one  of  the  world 
largest  makers  and  users 
fragrances  in  laundry  dete 
gents,  soaps,  and  deodoran' 
gives  it  plenty  of  expertise 
that  business  as  well.  It  ju: 
hasn't  marketed  its  own  fr; 
grance  brands,  he  says. 

Artzt  may  be  stretching 
point  there.  But  he  is  uncha 
acteristically  unassumin 
when  it  comes  to  sizing  up  his  rival; 
Artzt  notes  that  Procter,  a  "rookie" 
cosmetics  and  fragrances,  still  is  "not 
L'Oreal  or  a  Unilever  in  this  business. 
Figuring  that  P&G  has  enough  to  do  g<\ 
ing  global  with  mass-market  cosmetic:( 
he  shied  away  from  buying  Revlon's  otl[ 
er  major  lines,  higher-priced  cosmetic; 
sold  through  department  stores.  "Tha 
comes  under  the  heading  of  biting  of 
more  than  you  can  chew,"  says  Artzj> 
For  now,  P&G  has  more  than  enough  o 
its  plate. 

By  Zachary  Schiller  in  Cleveland,  wit\ 
Larry  Light  in  New  York 
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Commentary /by  Judith  H.  Dobrzynski 


TAKEOVERS  USED  TO  BE  TOO  EASY.  NOW  THEY'RE  TOO  HARD 


■  very  now  and  then  something 
I  happens  that  alters  perceptions, 

■  leading  to  a  change  that's  greater 
n  the  event  itself.  American  Tele- 
ne  &  Telegraph  Co.'s  quest  for  NCR 
p.,  4V2  months  long  and  still  run- 
y,  may  be  an  example.  "It's  a  total 
is,"  says  one  top  dealmaker.  And 
the  first  clear  sign  that  takeovers, 
ch  were  once  too  easy,  are  now  too 
icult,  that  the  pendulum  has  swung 
far  in  favor  of  management — and 
far  away  from  shareholder  inter- 
.  The  AT&T/NCR 
I — which  Wall 
et  views  as  vir- 
lly  inevitable — 

may  start  a  ro- 
incing  process, 
hange  will  not 
immediate,  of 
rse,  and  there 
j  be  backtrack- 
Short-term, 
AT&T/NCR  saga 
ws  that  hostile 
covers  are  not 

the  faint  of 
rt.  Yet  the  deal 
j  make  as  big  a 
•k  in  takeover 
:ory  as  1989's 
ord-shattering 

billion  buyout 
UR  Nabisco  Inc. 
zag.  Credit — or 
ne — Charles  E. 
ey  Jr.,  NCR's 
irman.  Since 
T  made  its  first, 
■a-share  bid  for 

computer  mak- 
m  Dec.  2,  Exley 

brandished  a 
t  of  defensive  measures,  starting 
i  a  poison  pill,  a  staggered  board, 

an  antitrust  suit.  He  got  directors 
approve  a  measure  to  change  the 
rd's  size,  an  employee  stock-owner- 
)  plan  that  would  stop  AT&T  from 
ning  a  proxy  fight,  and  a  special 
dend  that  may  preclude  AT&T  from 
ig  pooling-of-interest  accounting 
:s.  The  last  may  prevent  AT&T  from 
dng  its  bid.  All  along,  Exley  zig- 
ged  on  his  willingness  to  negotiate, 
now  says  he  won't  talk  unless  AT&T 
3rs  $110  a  share,  down  from  an  ear- 

$125  demand.  "It's  inconceivable 
t  a  major  company  is  acting  like 
i,"  says  a  top  takeover  lawyer, 
lore  inconceivable  is  the  fact  that 


Exley  is  getting  away  with  it.  Five 
years  ago,  he  couldn't  have.  But  since 
then,  CEOs  and  their  takeover  advisers 
have  devised  a  vast  array  of  defensive 
tactics.  "It  used  to  be  that  we  had  a 
system  that  allowed  both  good  and  bad 
deals  to  go  through,"  notes  Nell 
Minow,  president  of  Institutional 
Shareholder  Services  Inc.  "Now  we 
have  a  system  that  allows  neither  good 
nor  bad  deals  to  go  through." 

A  few  corporate  advisers  say  that 
even  some  members  of  the  business 


reinvested  it — because  the  market  has 
been  rising.  And  the  consulting  firm 
Mitchell  &  Co.,  in  Cambridge,  Mass., 
says  that  NCR's  stock  on  its  own  won't 
see  $110  or  even  $100  any  time  soon.  It 
says  NCR's  stock  movements  correlate 
most  closely  with  cash  flow  per  share. 
To  reach  $100  or  $110,  NCR  would  have 
to  post  a  cash  flow  of  $16.30  or  $17.39, 
respectively.  Value  Line  Inc.  forecasts 
1991  cash  flow  at  $11.15  a  share. 
'control.'  In  Exley's  defense,  few  out- 
siders charge  him  with  trying  to  save 
his  own  job,  the  real  ratio- 
nale behind  a  lot  of  '80s  bul- 
warking. Rather,  he  seems 
sure  that  an  independent 
NCR  can  better  serve  all  of  a 
corporation's  "stakehold- 
ers," including  customers, 
suppliers,  and  employees.  A 
recent  NCR  ad,  thanking 
them  for  support,  says  it  all: 
Shareholders  are  the  last  to 
be  mentioned. 

Perhaps  that's  not  a  sur- 
prise, since  some  60%  of 
them  voted  against  Exley's 
position  at  the  company's 


establishment  are  starting  to  worry. 
After  all,  the  raiders  have  been  run  out 
of  business.  It's  corporations,  trying  to 
expand,  that  want  to  make  acquisitions 
now.  And  the  bid  for  NCR  is  no  '80s- 
style,  junk-bond-financed,  bust-up  deal 
that  shortchanges  shareholders.  It's  an 
all-cash,  all-share  bid  by  a  company 
that's  trying  to  acquire  management 
expertise  as  well  as  assets. 

Exley's  maneuvers  would  be  more 
understandable  if  he  were  merely  jock- 
eying for  a  better  price,  or  if  NCR  could 
deliver  a  stock  price  higher  than  $100, 
AT&T's  current  offer,  in  the  long  run. 
But  it's  hard  to  make  that  case.  Share- 
holders would  be  richer  today  if  they 
could  have  taken  $90  in  December  and 


Mar.  28  annual  meeting.  But  these 
shareholders  aren't  money-grubbing 
arbitrageurs  who  have  no  interest  in 
the  company.  Arbs  own  just  30%  of 
NCR's  stock. 

Shareholders,  in  any  case,  aren't  the 
only  ones  with  a  lot  to  lose  if  takeovers 
become  impossible.  The  U.  S.  economic 
system  would  suffer,  too:  It  needs  a 
fairly  free  "market  for  corporate  con- 
trol" both  to  discipline  managers  and 
to  prevent  acquirers  from  stealing 
companies.  That  system  is  now  out  of 
whack.  A  recent  federal  court  decision 
that  threw  out  NCR's  ESOP  is  a  good 
start  toward  that  tricky  balance.  It's 
also  a  welcome  sign  that  from  the 
AT&T/NCR  mess,  some  good  may  flow. 
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ir  Lawrence 
IV  from  the  shelf, 
cloak  of  dust  ami 
brittle  pages, 
scarcely 
what  he 
found 
inside.! 

True,  he 
hadn't  consulted 
these  particular 
journals  in 
years  and, 
admittedly, 
he  had 
acquired  the 
ten-volume  set  in 
his  youth  from  an 
odd  little  book  store  on  the 
Thames,  but  still!  Holes!?  A 
Sir  Lawrence's  considerable  cl 
in  a  straight  line,  from  the  front  I 

All  of  which  brings  us 
exactly  two  inches  thick,  how  far ! 


1% 


> 


In  tussling  with  this  type  c 
pake  a  simple  but  serious  error:  The^ 
his  happens  without  realizing  it.  But 

As  you'll  see  in  a  moment, 
o  work  things  out  methodically.  Can 

For  instance,  consider  this 
:st  lines  of  computer  terminals  in  the 
lelivered  over  three  million  of  them. 

If  you  needed  terminals  yc 
leeded  PCs?  Would  you  assume  that 


usne  sorneti 


making  a  false  assun 
>ugh  each  step. 
">anv  makes  one  of  th 


lant  in  termin; 


not  do  a  rei 
learned  not 
have  correa 


■feat 

array 


Tsk,  tsk.  Have  yc 
Well,  as  you  may 
ompany  in  question  is  Wyse 
ve  don't  have  an  impressive  4  J 
*Cs  it  would  be  a  shame. 

Consider  OUT   i  'Hie  Decision  Series  PCs:  386sx/16i$  (shown),  386sx/20. 
QOdels  that  Offer  a  rich     I      attention  to  detail,  exceptional  power  for  the  dollar. 

>ower  supplies,  three  styles  of  economically  advanced  chassis,  multiple  configura- 
ions,  popular  Wyse-designed  keyboards,  aggressive  pricing  and  bundled  DOS  4.0' 
For  starters. 


wem 


: 


ut  course  we  reauze 
►ecause  you're  more  interested  in  the  answer  to  o 
assumed  we'd  bury  the  answer  down  here  somewhere.  W 
;o  look  in  the  back  on  the  Companies  Index  page. 

Now  that  it's  clear  we  make  an  impressive 
one  of  PCs,  you  might  be  tempted  to  assume  we  stop 
here  and  don't  get  into  the  even  more  sophisticated  prodi 
processing  systems  for  the  UNIX  environment.  With  speec 

But  you  wouldn't  assume  that  after  all  this.  Wot 
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n  in  our  proauc 


is  far 


5  again,  dui 

lb  learn  more  about  our  Decision  Series  PCs 
call  us.  We'll  send  you  complete  specs  plus  a 
poster  of  additional  Cerebral  Aerobics.  To  help 
keep  your  original  equipment  personal  com- 
puter in  top  form.  1-800-GET  WYSE. 
J  YA-..  _„f__x  Ijl' 


LABOR I 


BAD  CONNECTION 
AT  AT&T 


Work  force  cuts  have  ruined 
once-friendly  labor  relations 


F 


lor  decades.  American  Telephone  & 
Telegraph  Co.'s  cooperative  labor 
relations  stood  out  among  U.  S.  em- 
ployers. Even  after  the  1984  divestiture 
thrust  it  into  a  harsh  competitive  envi- 
ronment, AT&T  worked  hard  to  help  its 
two  unions  ease  the  pain  of  transition. 

However,  relations  between  the  two 
sides  since  1989  have  soured  distressing- 
ly as  the  company  keeps  shrinking  its 
organized  work  force  and  expanding 
nonunion  ranks.  Now,  the  ill  feelings 
have  reached  a  breaking  point  at  AT&T's 
largest  union,  the  Communications 
Workers  of  America.  Even  though 
AT&T's  labor  contract  doesn't  expire  until 
1992,  the  cava  is  preparing  an  attack  on 
the  company.  Plans  include  picketing 
and  leafleting  AT&T  sites  around  the 
country,  denouncing  Chairman  Robert 
E.  Allen  at  the  annual  stockholders' 
meeting  in  Chicago  on  Apr.  17,  and  pos- 
sible local  or  national  work  slowdowns 
or  other  job  actions.  "I'm  worried  about 
the  union's  campaign,"  says  William 


A  BILLBOARD  AT  AT&T'S  PARADYNE  PLANT:  THE  CWA  IS  TRYING  TO  ORGANIZE  650  WORKERS 


Ketchum,  AT&T's  vice-president  for  labor 
relations. 

The  frictions  at  AT&T  stem  from  the 
extraordinary  number  of  union  jobs  the 
company  has  shed  since  divestiture,  and 
from  Allen's  decision  in  1989  to  restruc- 
ture AT&T  into  separate  business  units. 
In  the  1980s,  the  CWA  accepted  some  job 
losses  as  inevitable.  AT&T  helped  by  of- 
fering some  of  the  most  extensive  layoff 
provisions  in  the  country. 

CWA  leaders  concede  that  such  efforts 
continue  today.  But  recent  layoffs  have 
snapped  the  patience  of  union  members. 
They're  particularly  angry  because 
unionized  jobs  have  plummeted  from 


more  than  240,000  in  1984  to  soil 
140,000  today.  Meanwhile,  new  techn 
ogy  and  acquisitions  have  swelled  whi 
collar  ranks  by  nearly  8,000,  to  119,0(  - 
"There's  nothing  our  locals  won't  do 
demonstrate  that  they've  had  it — ev  •:■ 
strikes,  legal  or  not,"  says  Jim  Irvii  lit 
the  head  of  the  CWA's  AT&T  division,  w  : 
says  such  actions  may  occur  nationwic  : 

The  new  business  unit  organizati 
has  heightened  CWA  members'  ire.  Mui 
of  AT&T's  job  growth  is  coming  frc  s 
new  ventures  and  acquisitions  in  largt  a 
unorganized  industries  such  as  financ 
services  and  computer  gear.  Under  i 
len's  new  policy,  AT&T  operating  un: 


BRIDGESTONE  IS  NEARING 
SOME  HAIRPIN  CURVES 


Samuel  L.  Torrence  believes  in  the 
United  Rubber  Workers.  He  lauds 
the  URW  for  its  safety  efforts  and 
its  role  as  a  collective  voice.  But  Tor- 
rence is  no  union  man — he's  the  head  of 
labor  relations  at  Bridgestone/Firestone 
Inc.  (BFS),  the  U.  S.  arm  of  Japan's  larg- 
est tiremaker. 

That  goodwill  faces  a  stiff  test.  Pum- 
meled  by  internal  problems  and  an  indus- 
trywide slump,  BFS  lost  $350  million  in 
1990,  and  it's  laying  off  work- 
ers and  mulling  more  cuts. 
Moreover,  on  Apr.  8,  the  URW 
selected  BFS  as  its  target  in  ne- 
gotiating a  new  master  con- 
tract that  it  will  then  try  to 
apply  across  the  industry. 
Since  Bridgestone  still  was 
completing  its  acquisition  of 
Firestone  during  the  last  nego- 
tiations in  1988,  this  will  be  the 
first  time  that  a  Japanese- 
owned  company  will  undertake 


pattern-setting  negotiations  with  an  old- 
line  U.  S.  industrial  union.  Despite  the 
rancor  that  had  marked  earlier  relations 
between  Firestone  and  the  union,  the  two 
sides  may  be  able  to  avoid  a  strike. 
Whether  BFS  can  also  slash  costs  is  an 
open  question. 

Bridgestone  has  taken  a  sharply  differ- 
ent approach  from  Firestone,  which  suf- 
fered a  week-long  strike  in  1988  after  it 
refused  at  first  to  adopt  the  industry's 
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WHAT  THE  RUBBER  WORKERS  WANT. 


Under  new  President  Kenneth  L.  Coss,  who  ran  on  a  "no 
concessions"  plank,  workers  seek  a  pay  hike,  but  the  key 
money  issue  likely  will  be  pensions.  They  want  more 
than  todav's  rate  of  $23.50  a  month  per  year  of  service 

I1,  U  HIM-  :,fll 


Bridgestone/Firestone  is  seeking  to  gain  more  flexibility 
to  improve  productivity  in  its  plants.  Given  deep  losses, 
management  must  be  especially  concerned  about  keep- 
ing health  care  costs  in  line 


pattern  contract.  Bridgestone  has 
it  clear  to  workers  that  it  sees  its  r 
as  making  tires,  while  Firestone  m 
secret  of  its  intent  to  exit  the  bu 
And  soon  after  it  bought  the  U.  S 
pany,  Bridgestone  voluntarily  re 
more  than  $1  an  hour  in  cuts  tha  tss 
stone  had  extracted  at  two  tire  pi 
Bridgestone's  biggest  break  wi 
past  came  this  January.  After  a  ; 
workers  at  a  new  $350  million  p 
Warren  County,  Tenn.,  BFS  volu 
recognized  the  union  there.  The  rc 
to  avoid  a  nasty  organizing  drive, 
win  the  union's  help  in  shaping 
directed,  motivated  work  force. 
That's  only  half  the  battle  for  m 
ment,  though.  The  pla 
provement  program 
Bridgestone  began  at 
stone  was  overly  ami: 
and  management  turn) 
the  U.  S.  company  slowe 
sion-making.  Squeezed  b 
costs  and  weak  prices,  I 
stone  found  itself  losing 
in  Europe  and  the  Amer 
Further,  BFS  and  the 
haven't  been  so  buddy- 
lately.   Although  Bridg 


more  leeway  to  decide  strategy, 
ome  don't  like  unions. 

most  striking  example  involves 
yne  Corp.,  a  modem  maker  that 
acquired  two  years  ago.  Its  presi- 
John  J.  Mitcham,  has  vigorously 
ed  the  CWA's  attempt  to  organize 
iradyne  workers.  In  March,  Mitch- 
ive  a  strident  antiunion  speech  to 
yees  at  the  company's  plant  in 
,  Fla.  He  charged  that  the  cwa 
"plan  of  destruction"  for  AT&T  and 
timing  relations  between  Paradyne 
yees  and  management.  "I  don't 
if  there's  going  to  be  an  election 
;,"  said  Mitcham.  "But  if  there  is 
ote  no.  Vote  no." 
ie  days.  This  kind  of  talk  clearly 
;  some  AT&T  executives  uncomfort- 
Allen  promised  CWA  leaders  last 
lat  AT&T  would  remain  neutral  in 
izing  campaigns.  But  he  hasn't  giv- 
iy  guidelines  to  managers.  Ket- 

the  labor  relations  vice-president, 
ie  isn't  sure  that  Mitcham's  speech 
ieutral  or  even  entirely  legal.  He 
ie  CWA  "need  to  have  further  dis- 
ns  on  a  code  of  conduct  in  organiz- 
ives,"  says  Ketchum.  "That's  not 
1  yet." 

keep  the  CWA  happy,  Allen  must 
i  gung-ho  managers  such  as  Mitch- 
ut  this  may  make  it  harder  to  hold 
responsible  for  any  poor  results 
inits  show.  And  with  more  layoffs 
:  horizon,  the  days  are  gone  when 
stood  hand  in  hand  with  labor. 
By  Aaron  Bernstein  in  New  York 


t  of  one  nontire  plant  in  1990, 
ts  early  cuts  involved  salaried 
last  month,  Bridgestone  indefi- 
)ughed  341  hourly  workers.  "Re- 
strained," notes  Steven  Gensler, 
)f  the  URW  local  in  Decatur,  111. 
ssions.  Now,  BFS  faces  an  Apr. 
t  deadline  with  a  union  whose 
ent,  Kenneth  L.  Coss,  ousted  the 
last  fall  on  a  "no  concessions" 
While  that  stance  might  set  the 
l  showdown,  the  two  sides  should 
work  out  a  modest  agreement, 
pensions  while  providing  some 
to  the  company  on  health  care, 
ie  is  unlikely  to  seek  cuts  in  the 
5  hourly  wage,  while  the  union 
for  a  new  training  fund.  "The 
has  been  anything  but  confron- 
>ays  one  industry  insider, 
ght  in  line  with  the  view  of  new 
ent  James  P.  McCann,  who  sees 
empowering  employees.  Howev- 
mowledges  that  BFS  will  curtail 
where  necessary  and  if  neces- 
lopefully,  somebody  else  will  do 
won't."  If  he  has  to  make  cuts, 
e  warm  feelings  at  BFS  could  cool 

By  Zachary  Schiller  in  Akron 


COMPUTERS  I 


BIG  BLUE  MAKES 
A  BIG  COMMITMENT 


IBM  is  spending  more  than  $40  million  to  promote  its  operating  system 


■  n  January,  IBM  personal-computer  ex- 
I  ecutives  realized  a  nasty  crisis  was 
H  brewing.  Microsoft  Corp.,  IBM's  long- 
time software-development  partner,  was 
supposed  to  be  promoting  OS/2,  the  op- 
erating system  designed  to  power  IBM's 
most  advanced  PCs.  But  Microsoft  Chair- 
man William  H.  Gates  III  had  lost  inter- 
est in  IBM's  OS/2.  Big  Blue  decided  it 
had  to  start  beating  the  drums  for  OS/2 
itself.  "We  had  a  strategy,"  says  Joseph 
M.  Guglielmi,  an  IBM  vice-president.  "We 
had  to  tell  people  about  it." 
On  Apr  15  ,BM  f  ^ 


such  as  Compaq  and  Digital  Equipment, 
announced  that  they're  backing  a  com- 
mon computer  design.  A  key  element  of 
the  plan  is  a  forthcoming  Microsoft  oper- 
ating system,  confusingly  dubbed  OS/2 
Version  3.0.  Although  the  system  will 
run  on  IBM  machines,  it  is  based  on  dif- 
ferent operating-system  technology. 
That  software  will  feature  Microsoft's 
Windows  3.0 — a  sore  point  for  IBM.  Sales 
of  OS/2  have  been  battered  by  Win- 
dows, which  makes  the  MS-DOS  software 
that  powers  most  PCs  easier  to  use. 

For  IBM,  mak- 


is  going  to  start 
talking.  In 
week-long  series 
of  meetings  with 
customers  and 
software  devel- 
opers, it  will  re- 
veal its  plans 
for  OS/2.  The 
meetings  will 
focus  on  ver- 
sion 2.0  of  the 
three-year-old 
software.  Big 
Blue  is  test- 
ing it  with  100 
big  customers  and  hopes  to  ship  it  wide- 
ly by  yearend.  IBM  says  that  this  edition 
will  finally  deliver  advanced  graphics 
and  the  ability  to  perform  several  tasks 
at  once,  while  it  runs  the  word-process- 
ing programs,  spreadsheets,  and  other 
programs  corporate  buyers  already  own. 
windows  pain.  That  upbeat  message 
will  come  with  a  subtext,  aimed  at  the 
customers  who  have  so  far  bought 
480,000  copies  of  OS/2:  IBM  is  sticking 
with  the  operating  system  for  the  long 
haul.  To  back  up  its  talk,  analysts  say, 
Big  Blue  will  pour  more  than  $40  million 
into  promoting  the  software.  It  will 
spend  $7  million  more  training  salespeo- 
ple to  sell  it,  and  it  will  run  seminars  to 
help  developers  write  software  for  it. 
The  company  is  even  considering  bun- 
dling OS/2  and  some  application  soft- 
ware with  its  PCs  instead  of  having  it 
sold  separately.  "They  have  taken  the 
gloves  off  for  this  one,"  says  David  R. 
Proctor,  a  former  IBM  software  execu- 
tive and  now  vice-president  of  software 
maker  AshtonTate  Co.  "IBM  is  fighting 
for  its  ground." 

It  is  no  coincidence  that  IBM  is  playing 
hardball  now.  On  Apr.  9,  Microsoft  and 
20  other  companies,  including  IBM  rivals 


ing  OS/2  a  suc- 
cess is  crucial: 
The  software  is 
key  to  keeping 
mainframes  rel- 
evant by  turn- 
ing them  into 
the  engine  be- 
hind PC  net- 
works. "We 
need  an  ad- 
vanced oper- 
ating system 
to  do  it,"  says 
Guglielmi.  Mi- 
crosoft, in 
contrast,  simply  wants  to  sell  PC  soft- 
ware. And  since  Windows  outsells  OS/2, 
it  is  putting  its  energies  into  that  pro- 
gram. The  result  is  a  split  that  pits  the 
former  partners  squarely  against  each 
other.  "Both  sides  want  to  see  if  they 
can  be  successful  without  the  other," 
says  W.  Frank  King  III,  senior  vice-pres- 
ident at  Lotus  Development  Corp. 

As  part  of  its  new  toughness,  IBM 
wants  to  discredit  Microsoft's  plans  by 
convincing  customers  and  software  mak- 
ers that  Gates  is  promoting  technology 
that  won't  be  ready  for  years.  During 
that  time,  IBM's  goal  is  to  build  OS/2 
sales  to  1  million  copies.  It  figures  that 
will  give  it  the  critical  mass  it  needs  to 
win  the  support  of  most  software  mak- 
ers. So  far,  Lotus,  Borland,  Ashton-Tate, 
and  others  are  backing  IBM. 

For  IBM,  the  dream  outcome  would  be 
for  Microsoft  to  scrap  its  plans  to  build 
OS/2  Version  3.0  around  Windows  and 
come  back  to  IBM's  approach.  "If  OS/2 
were  selling  2  million  copies,"  says  Gug- 
lielmi, "Gates  would  be  calling  and  beg- 
ging to  get  on  my  calendar."  For  now, 
though,  he's  not  clearing  any  dates. 

By  Deidre  A.  Depke  and  Evan  I. 
Schwartz  in  New  York 


BUSINESS  WEEK/APRIL  22,  1991  33 


INSURANCE 


BARSOCCHI:  THE  LITTLE  ROCK  SMALL-BUSINESS  OWNER  MAY  HAVE  LOST  HER  ANNUITY 


INSURANCE  REGULATORS  FIDDLED 
WHILE  POLICYHOLDERS  GOT  BURNED 


State  dithering  put  millions  at  risk  as  insolvencies  mounted 


It's  a  fast-growing  club  that  no  one 
wants  to  join.  For  Margaret  Barsoc- 
chi,  co-owner  of  a  Little  Rock  blue- 
print shop,  membership  came  through  a 
$7,500  investment  she  made  nine  years 
ago  with  a  hometown  insurance  compa- 
ny. Confident  that  her  money  was  se- 
cure, she  had  no  idea  her  policy  was 
transferred  several  times,  winding  up 
with  the  ailing  Diamond  Benefits  Life 
Insurance  Co.  in  Phoenix.  In  fact,  the 
first  she  heard  of  it  was  when  Dia- 
mond's receiver  notified  her  and  1,400 
other  annuity  holders  that  Diamond  had 
gone  under.  Now,  Barsocchi  is  part  of  a 
class  action  seeking  the  return  of  more 
than  $31  million.  It  could  take  years  to 
wend  its  way  through  the  courts. 

That  club  is  likely  to  get  much  bigger 
soon.  Consider,  for  instance,  the  hun- 
dreds of  thousands  of  unlucky  souls  who 
hold  the  more  than  $55  billion  in  policies 
and  annuities  issued  by  the  insurance 
units  of  First  Executive  Corp.  Weighed 
down  with  bad  junk-bond  investments, 
the  Los  Angeles-based  insurer  is  danger- 
ously close  to  becoming  the  nation's 
largest  insurance  insolvency  ever.  State 
insurance  guaranty  funds  set  up  to  pro- 
tect policyholders  may  be  swamped  by 
the  size  of  First  Executive's  losses 
(table). 

How  did  the  plight  of  First  Executive 
and  other  floundering  insurers  become 


so  dire  right  under  the  regulators' 
noses?  Insurance  watchdogs  complain 
that  they  are  understaffed,  underfund- 
ed, and  hamstrung  by  weak  state  laws. 
But  the  current  crop  of  failures  shows 
that  even  where  tough  laws  exist,  regu- 
lators were  often  loath  to  enforce  them 
aggressively.  "It's  a  matter  of  will,  not 
tools,  talents,  or  resources,"  says 
George  K.  Bernstein,  a  former  Federal 
Insurance  Administrator.  "Regulators 
should  know  that  the  time  has  come  and 
not  indulge  a  company  anymore,  just  put 
them  into  liquidation." 
'Getting  religion.'  These  aren't  isolated 
cases.  Last  year,  67  insurers  were  de- 
clared insolvent.  Close  regulatory  sur- 
veillance didn't  stop  companies  such  as 
Mutual  Security  Life  Insurance  Co.  in 
Indiana  from  failing.  Mutual  Security 
went  under  after  owner  James  M.  Fail 
borrowed  $35  million  in  September,  1988, 
from  Mutual  to  purchase  a  group  of  in- 
solvent Texas  thrifts  that  became  Blue- 
bonnet  Federal  Savings  Bank.  By  Au- 
gust, 1990,  state  regulators  had  seized 
control  of  Mutual  and  stopped  payments 
on  annuities  and  life  insurance  claims. 
The  failures  leave  Mutual's  130,000  cus- 
tomers in  limbo. 

The  rising  toll  has  prompted  harsh 
congressional  criticism.  A  report  last 
year  from  Representative  John  D.  Din- 
gell's  Energy  &  Commerce  oversight 


subcommittee  blasted  "an  appalling  t> 
of  regulatory  controls  to  detect,  previ 
and  punish"  mismanagement  and  rasji 
ity  among  some  insurers.  In  FebruB 
the  Michigan  Democrat  told  the  NatiiB 
Association  of  Insurance  Commission 
that  he  would  push  for  federal  invol 
ment  in  insurance  regulation. 

As  a  result,  says  Robert  E.  Litan, 
nior  fellow  at  the  Brookings  Institut 
"insurance  regulators  are  all  of  a 
den  getting  religion."  The  NAIC  is  pi 
ing  for  uniform  standards  for  declai 
insolvency  and  new  rules  to  accr 
state  regulators.  Another  associa 
proposal,  aimed  at  preventing  probk 
like  Margaret  Barsocchi's,  would  rest 
the  transfer  of  policies  among  insui 
without  the  customer's  consent.  "Th 
good,"  Barsocchi  says.  "But  I  wish  t) 
had  done  it  a  little  bit  sooner 

Laws  alone  can't  ensure  that  regi 
tors  will  act  quickly  or  forcefully,  hi 
ever.  The  Pennsylvania  Insurance  Di 
watched  Life  Assurance  Co.  of  Penn 
vania's  real  estate  investments  dete 
rate  for  five  years  while  several  ot 
states  barred  the  company  from  do 
business.  "The  company  thought  it  co  If< 
solve  its  problems,"  says  a  spokesri  ,H> 
for  the  insurance  department.  Fina 
after  a  flood  of  consumer  complaii 
the  regulators  realized  LACOP  had 
cash  and  began  liquidation  proceedii 
in  October.  Meanwhile,  50,000  policyh 
ers  have  been  left  hanging 

That  foot-dragging  pales  in  comp 
son  with  the  rule-bending  that  Califor 
regulators  allowed  First  Executive  o 
several  years.  Joseph  Belth,  an  Indi; 
insurance  professor  who  follows 


company  closely,  chronicles  at  least  f i  ; 
instances  in  which  First  Executive 
afoul  of  regulations.  In  these  cases, 


WHAT  WORRIES 
FIRST  EXECUTIVE  CLIENTS 


If  declared  insolvent,  the  insurer  could  meet  ob 
ligations  to  policyholders  by  liquidating  assets, 
or  transferring  policies  to  a  healthy  company. 
But  the  last  resort,  state-run  guaranty  pools, 
are  hardly  up  to  the  task: 

State 
guaranty  fund 

First  Executive 
obligations' 

Yearend  1990/  Millions 

CALIFORNIA 

$175 

$2,803 

TEXAS 

124 

1,437 

NEW  YORK 

287 

1,045 

FLORIDA 

99 

843 

ILLINOIS 

213 

620 

NEW  JERSEY 

None 

284 

"Estimates 

DATA:  COMPANY  REPORTS.  FIREMARK  INSURANCE  RESEARCH 
INC.,  NATIONAL  ORGANIZATION  OF  LIFE  &  HEALTH  INSURANCE 
GUARANTY  ASSNS  ,  NEW  YORK  INSURANCE  DEPT.,  BW 
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the  California  department  either 
the  company  time  to  correct  its 
:e,  looked  the  other  way,  or  re- 
to  discuss  publicly  whether  or  not 
taken  action.  First  Executive  says 
sgulators  did  indeed  demand  cor- 
I  action,  and  the  insurer  complied, 
wkesman  for  the  California  insur- 
lepartment  wouldn't  comment  on 
ictions.  Insurance  Commissioner 
Jaramendi,  who  took  office  in  Jan- 
ssued  a  statement  on  Apr.  9,  say- 
it  the  department  would  complete 
limitation  of  Executive  Life  within 
days.  The  agency  will  act,  says 
lendi,  "to  best  protect  the  inter- 
:  policyholders." 

•  York  regulators,  who  hit  First 
tive's  New  York  subsidiary  with  a 
1  $250,000  fine  and  demanded 

million  in  fresh  capital  in  1987, 
generally  taken  a  harder  line  with 
mpany.  On  Apr.  4,  the  state  de- 
d  that  Executive  Life  of  New 
;et  aside  an  additional  $125  million 
claims  and  cease  issuing  new  poli- 
Jow,  California  is  catching  on.  It 
ly  ordered  First  Executive's  other 
insurance  subsidiary,  Executive 
f  California,  to  stop  sending  cash 
earn"  to  the  parent  company. 
iope.  The  crackdown,  though,  has 
>ly  come  too  late.  With  its  own 
i'  publicly  doubting  that  it  can  con- 
as  a  going  concern,  First  Execu- 

close  to  bankruptcy,  though  it's 
y  overseas  for  fresh  capital.  State 
nee  guaranty  associations  cover 
but  not  all,  of  the  insurer's  more 
•12  billion  in  obligations.  The  best 
'or  First  Executive's  customers  is 
:her  insurers  will  buy  pieces  of  its 
ss  and  that  state  guaranty  associ- 
will  help  make  up  the  shortfall  in 

caused  by  the  company's  disas- 
investments. 

t  Executive  Senior  Vice-President 
n  C.  Adams  says  policyholders 
n't  worry  about  losing  their  mon- 
coverage.  "Executive  Life's  insur- 
business  is  profitable,"  Adams 
"so  it  should  not  be  difficult  to 
large  and  financially  strong  eom- 
to  assume  that  business." 
changes  that  regulators  are  try- 
make  now  will  come  too  late  for 
Executive  and  other  insurers  that 
i  through  the  regulatory  cracks 
;  the  1980s.  Investors  like  Marga- 
arsocchi  have  already  lost  their 
n  the  security  of  insurance  compa- 
A.s  for  the  regulators?  "I  guess 
an't  be  trusted  either,"  she  sighs. 
1  if  regulators  finally  learn  to  be 
cops,  they'll  be  able  to  restore  the 
ence  of  Barsocchi  and  the  rest  of 
jb  before  it  gets  too  much  bigger. 
Kathleen  Kerwin  in  Los  Angeles  and 
~)riscoll  in  New  Haven,  with  David 
ng  in  Chicago 


MEDIA  I 


SIMON  &  SCHUSTER'S  NANCY  REAGAN : 
HOW  BIG  A  BLOCKBUSTER? 


Huge  hype  is  bringing  huge  sales — but  maybe  not  huge  profits 


Credit  Kitty  Kelley  for  knowing  her 
audience.  His  Way:  The  Unautho- 
rized Biography  of  Frank  Sina- 
tra splattered  mud  all  over  the  reputa- 
tion of  one  of  America's  most  beloved 
entertainers.  But  her  1986  book  topped 
The  New  York  Times  best-seller  list  for 
two  months.  Kelley's  new  expose  is  no 
less  sensational.  Xancy  Reagan,  Th< 
Unauthorized  Biography  accuses  the 
former  First  Lady  of  drug  use  and  med- 
dling in  White  House  policy.  It 
even  says  she  had  a  long 
affair  with  Sinatra — ro- 
mantic White  House 
lunches,  that  sort  of  thing. 

At  $24.95  a  copy,  people 
can't  soak  up  the  sleaze 
fast  enough.  The  book's 
publisher,  Simon  &  Schu- 
ster Inc.,  a  subsidiary  of 
Paramount  Communica- 
tions Inc.,  says  it  shipped 
its  entire  first  printing 
of  600,000  copies  within 
two  days  of  its  Apr.  8 
release.  It  has  added  an  ex- 
tra printing  of  175,000 
copies  to  fill  reorders.  Says 
Simon  &   Schuster  Vice- 
President  Jack  McKeown: 
"This  book  is  outpacing 
anything  in  recent  memo- 
ry, including  Salman  Rush- 
die's Satanic  Verses." 

McKeown  had  better 
hope  the  frenzy  persists. 
Simon  &  Schuster  is  bet- 
ting big  that  readers  will  want  to  rattle 
the  skeletons  in  the  Reagans'  closet.  The 
former  President  said  in  a  terse  state- 
ment that  the  book  is  filled  with  "fla- 
grant and  absurd  falsehoods."  Accurate 
or  no,  this  much  about  the  book  is  indis- 
putable: Nancy  Reagent  must  be  a  run- 
away best-seller  if  it's  to  turn  a  profit. 
tough  math.  The  economics  of  block- 
buster bookselling  are  risky.  Here's  how 
the  figures  work,  according  to  several 
industry  rivals:  Simon  &  Schuster  paid 
Kelley  a  $3.5  million  advance.  Production 
and  marketing  costs  could  total  an  addi- 
tional $2  million.  To  cover  that,  readers 
must  buy  roughly  550,000  copies  from 
bookstores,  which  pay  the  publisher 
about  $10  a  copy.  On  top  of  that,  of 
course,  S&S  will  reap  profits  from  the 
paperback  and  other  ancillary  rights. 

The  publisher  should  break  even  rela- 
tively easily.  It  has  already  issued 


One  chain, 
Waldenbooks, 
sold  40,000 
copies  in 
the  book's 
first  week 


775,000  copies  and  plans  another  print- 
ing. Bookstores  routinely  return  unsold 
30' <  of  the  books  they  order,  and  such  a 
return  rate  is  probable  even  for  this  dy- 
namite book.  But  that  means  S&S  has  to 
ship  only  10,000  more  copies  to  break 
even  on  the  hardback. 

Still,  making  a  fat  profit  won't  be  a 
cinch.  Although  Nancy  Reagan  was 
launched  with  huge  publicity,  publishers 
predict  sales  will  decline  once  the  media 
glare  fades.  "The  sales  in  the  first  week 
have  been  remarkable," 
says  Peter  Osnos,  pub- 
lisher of  Times  Books, 
a  Random  House  Inc. 
imprint.  "But  publish- 
ers always  have  to  hold 
their  breath  to  see  if  a 
book  has  staying  power." 

Simon  &  Schuster  is  con- 
fident Nancy  Reagan  will 
continue  to  sell  briskly. 
McKeown  points  out  that 
it  has  started  stronger 
than  Kelley's  Sinatra  biog- 
raphy. The  company  could 
use  a  smash  hit:  It  stands 
to  lose  millions  on  another 
pricey  project — Ronald 
Reagan's  memoirs.  That 
book,  An  American  Life: 
The  Autobiography  of 
Ronald  Reagan,  isn't  sell- 
ing well  enough  to  recoup 
Reagan's  $5  million  ad- 
vance. Trade  journal  Pub- 
lishers Weekly  says  it  was 
the  ninth-best-selling  nonfiction  book  of 
1990,  with  gross  sales  of  about  375,000 
copies.  But  industry  execs  say  Simon  & 
Schuster  needed  to  sell  far  more  than 
that  to  break  even.  McKeown  won't 
comment  on  sales,  but  he  says:  "We're 
proud  of  the  job  we  did  with  it." 

To  be  sure,  Kelley's  acid  etching  is 
selling  far  faster.  Waldenbooks  Inc.,  the 
nation's  largest  bookstore  chain,  esti- 
mated sales  at  40,000  copies  in  the  first 
week.  And  browsers  at  the  Doubleday 
shop  on  New  York's  Fifth  Avenue  were 
another  good  sign.  Most  say  the  appetite 
for  dirt  on  Nancy  Reagan  will  linger 
after  the  first  lust  subsides.  Then  again, 
they  may  have  been  victims  of  sublimi- 
nal advertising:  From  the  store's  stereo 
system  came  the  unmistakable  baritone 
of  Frank  Sinatra.  He  was  singing  The 
Way  You  Look  Tonight. 

By  Mark  Lonelier  in  Xetc  York 
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SIEMENS 

1866.  That  was  then. 


Shortly  after  his  50th  birthday  Werner  Siemens  invented  the  world's  first  electric  dynamo, 
and  began  the  revolution  that  brought  electric  power  to  everyone,  everywhere. 


Siemens  Corporation  1991 


1991.  This  is  now 


Today  Siemens  technology  generates,  distributes  and  controls  electric  power  in  ways 
Werner  Siemens  never  imagined.  From  the  brightly  lit  stadiums  where  people  cheer 
their  favorite  teams  to  the  places  where  people  work  and  live,  Siemens  technology  is 
helping  to  produce  and  deliver  electric  energy  wherever  it  is  needed.  It's  all  part  of  the 
heritage  of  innovation  begun  by  Siemens  over  a  century  ago.  And  it's  yet  another  way 
the  35,000  men  and  women  of  Siemens  are  working  all  across  America  to  generate 
the  kind  of  thinking  that  will  lead  us  into  the  next  century  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  91.  Box  8003E,  Trenton.  New  Jersey  08650. 
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NINTENDO  TO  THE  FTC: 
YOU  WIN 


►  It's  game  over  in  the  spat 
between  the  Federal  Trade 
Commission  and  Nintendo  of 
America.  On  Apr.  10,  Nin- 
tendo agreed  not  to  fix  the 
prices  at  which  dealers  can 
sell  its  popular  video  game 
systems.  Under  the  agree- 
ment, Nintendo  will  pay  $5 
million  in  damages  and  costs 
and  advise  all  its  dealers  that 
they're  free  to  sell  Nintendo 
products  at  whatever  price 
they  choose.  The  company 
also  will  provide  $25  million  in 
coupons  to  9  million  custom- 
ers who  have  bought  its  popu- 
lar products. 

Nintendo  didn't  admit  to 
any  wrongdoing.  Instead,  it 
said  it  was  settling  the 
charges  to  end  a  costly  battle 
that  could  turn  off  customers. 
The  agreement  settles  price- 
fixing  charges  brought  by  the 
FTC  and  a  few  states,  includ- 
ing New  York  and  Maryland. 


A  FORD  GOES 
INTO  FINANCING 


►  Edsel  B.  Ford  II  has  finally 
gotten  away  from  auto  mar- 
keting. On  May  1,  the  senior 
Ford  family  representative  on 
the  Ford  Motor  board  will  be- 
come president  and  chief  op- 
erating officer  of  Ford  Motor 
Credit,  the  carmaker's  financ- 
ing arm.  He  will  be  the  No.  2 
executive  at  an  $82  billion  unit 
that  last  year  posted  a  net 
profit  of  $563  million,  up  257'. 
The  executive  director  of 
Ford's  marketing  staff  for 
nearly  two  years,  Edsel  Ford 
had  expressed  his  desire  to 
show  his  managerial  mettle  at 
an  operating  unit. 


BANK  OF  BOSTON  GETS 
HELP  FROM  ITS  FRIENDS 


►  Bank  of  Boston  lost  $395 
million  last  year  and  is  one  of 
New  England's  weaker  big 
banks.  But  that  isn't  stopping 
some  of  the  region's  wealthi- 
est companies  from  helping 


their  hometown  bank  attempt 
to  buy  its  biggest  competitor, 
failed  Bank  of  New  England. 
On  Apr.  5,  General  Cinema, 
Fidelity  Investments,  Ray- 
theon, and  a  slew  of  insur- 
ance companies  agreed  to  in- 
vest $500  million  in  newly 
issued  stock  to  help  BoB  bid 
for  BNE,  which  is  being  auc- 
tioned off  by  the  Federal  De- 
posit Insurance  Corp. 

Cost  savings  of  as  much  as 
$375  million  may  give  BoB  the 
edge  over  Bank  of  America 
and  the  tandem  of  Kohlberg 
Kravis  Roberts  and  Fleet/ 
Norstar  Financial  Group.  But 
the  FDIC  may  be  wary  of  the 
management  record  at  BoB. 
Moreover,  it  wants  to  avoid 
repeating  its  miscues  in  the 
Southwest,  where  it  combined 
weak  banks,  only  to  watch 
them  fail  later. 


THE  SOVIETS  TAKE 
ACCOUNTING  101 


►  The  concept  of  profit  is  just 
beginning  to  catch  on  in  the 
Soviet  Union.  Houghton  Miff- 
lin is  out  to  speed  up  the  pro- 
cess. The  Boston  publisher's 
undergraduate  accounting 
tome,  the  1,300-page  Princi- 
ples of  Accounting,  will  soon 
become  the  first  Western  ac- 
counting textbook  sold  in  the 
Soviet  Union. 

On  Apr.  10  in  Moscow,  gov- 
ernment-run publisher  Fin- 
ansy  I  Statistika  signed  an 
agreement  with  Houghton  to 
translate  and  distribute  the 


CLEAR  THE  COURT  OF  ECONOMISTS,  PLEASE 


In  the  opinion  of  Judge  James 
Zagel,  the  science  of  economics 
isn't  just  dismal,  it's  pseudo. 

Zagel,  a  federal  judge  in  Chi- 
cago,  lias  refused  to  allow  an 
economist  to  testify  as  an  expert 
in  a  personal  injury  case.  No 
economist,  he  says,  can  put  an 
accurate  dollar  value  on  the  life 
of  an  accident  victim.  "Expert" 
calculation,  he  suggests,  is  no 
better  than  a  guess. 

Economists,  who  agree  on  nothing  else,  have  long  insis 
that  their  discipline  is  a  science.  Zagel  isn't  buying.  "Then 
no  unanimity  on  which  studies  ought  to  be  considered.  Then 
a  lack  of  reliability,"  he  wrote.  "The  risk  to  justice  fr  *i 
pseudo-science  is  substantial."  The  judge  even  suggests  t 
the  jury's  own  forecasts  are  likely  to  be  as  accurate  as  that 
a  professional  economist.  Hey,  maybe  that's  how  the  Bi  u 
Administration  and  Congress  could  settle  their  many  econoi  si 
disputes:  Just  pick  12  random  citizens,  and  ask  them. 


book  to  the  country's  320,000 
accounting  majors.  They 
should  take  particular  note  of 
Chapter  3,  which  is  all  about 
calculating  business  income. 


HOLLYWOOD  VS.  THE 
NETWORKS:  A  RULING 


►  The  Federal  Communica- 
tions Commission,  after 
months  of  acrimonious  inter- 
nal debate,  finally  agreed  to 
relax — but  not  eliminate — the 
rules  that  bar  the  television 
networks  from  owning  and 
selling  reruns  of  the  shows 
they  broadcast.  The  Apr.  9  de- 
cision was  the  climax  of  a  de- 
cade-long battle  between  Hol- 


lywood and  the  TV  networ 
Under  the  new  rules,  wh 
go  into  effect  on  June  15, 
networks  will  be  allowed! 
acquire  full  resale  rights  to 
much  as  409!  of  their  prii 
time  programming  and  will 
able  to  buy  the  rights  to  i  ig 
reruns  overseas.  But  t\  : 
won't  be  able  to  distrib  as 
first-run  shows  exclusiv  !p 
for  syndication,   a  lucrat 
market  that  includes  such  I  A 
as  Wheel  of  Fortune.  Bn 
sides  are  expected  to  cl 
lenge  the  decision  in  court 


INSIDER  TRADING 
IN  BONDS? 


►  Insider  trading  may 
making  a  comeback — t 
time  in  the  bond  market.  I 
lowing  suspicious  surges 
the  junk  bonds  of  Harco 
Brace  Jovanovich  and  F 
Howard,  among  others, 
Securities  &  Exchange  Cc 
mission  is  looking  into  whe 
er  some  junk-bond  investi 
have  been  trading  on  advai 
inside  knowledge  of  bull 
corporate  news. 

A  number  of  legal  < 
perts — and  some  SEC  sta 
ers — wonder  if  the  agene  r 
probe  will  pay  off.  At  issue 
whether  the  securities  la 
that  apply  to  stock  tradi 
also  apply  to  bondholders 
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■DISTRICTING:  THE  BATTLE  LINES  RUN 
GHT  THROUGH  THE  DEMOCRATIC  PARTY 


Vhatever  their  problems  on  the  national  scene,  Demo- 
crats have  always  prided  themselves  on  their  grass- 
roots strength.  But  their  grip  on  state  legislatures 
ng  shaken  by  a  nasty  redistricting  battle.  The  struggle 
(lack  against  white,  city  against  suburb,  and  Democrat 
st  Democrat. 

;  first  skirmish  of  this  new  civil  war  is  being  fought  in 
nia,  a  state  with  the  nation's  only  black  governor  and  a 
f  all-white  legislature.  The  state  senate  has  just  sent 
icratic  Governor  L.  Douglas  Wilder  a  redistricting  plan 
he  thinks  doesn't  go  far  enough  to  increase  minority 
sentation.  The  governor  says  the  new  map  "turns  back 
lock"  on  voting  rights,  and  he's 
it  certain  to  veto  it. 
L  voice.  Virginia,  one  of  only  two 
;  holding  legislative  elections  this 
3  under  intense  pressure  to  draw 
districts  reflecting  census  data 
sed  on  Apr.  1.  Growth  has  ex- 
d  in  the  Washington  suburbs  and 
orfolk  area,  while  Richmond  and 
sparsely  populated  west  have 
ik.  Blacks,  who  make  up  19%  of 
opulation,  feel  badly  underrepre- 
d.  "We're  tired  of  black  folks 
ig  soda  when  they  should  have 
pagne,"  says  Jack  W.  Gravely,  president  of  the  Virginia 
nal  Association  for  the  Advancement  of  Colored  People, 
ginia's  House  Democrats,  with  a  59  to  39  edge,  drew  up  a 
that  both  satisfies  blacks  and  forces  many  Republican 
ibents  to  run  against  one  another.  Wilder  is  likely  to 
t  it.  But  he  objects  to  the  Senate  map,  which  creates  only 
iew  black  district.  Civil  rights  leaders  argue  that  under 
'oting  Rights  Act  of  1965,  three  majority-black  Senate 
sts  should  be  added  to  the  two  that  exist.  Stephen  D. 
r,  director  of  the  General  Assembly's  Joint  Republican 
is,  derides  the  Senate  plan  as  "the  descendants  of  the 
3r  class  fighting  the  last  battle  of  the  Civil  War." 


Haner,  like  GOP  leaders  in  many  of  the  largest  states,  sees  a 
partisan  advantage  for  his  party  by  making  common  cause 
with  blacks  and  Hispanics.  "Creation  of  black  districts  is  help- 
ful to  us,"  says  Thomas  B.  Hofeller,  redistricting  director  for 
the  National  Republican  Congressional  Committee.  It  leaves 
adjoining  districts  with  fewer  liberals  "and  opens  up  opportu- 
nities for  Republicans." 

The  GOP's  newfound  interest  in  black  empowerment  has  left 
Virginia's  Democratic  barons  fuming.  "This  is  a  political  alli- 
ance for  political  purposes  and,  tragically,  not  for  racial  jus- 
tice," says  Joseph  V.  Gartlan,  chairman  of  the  Senate  redis- 
tricting committee.  Senator  Yvonne  B.  Miller,  a  black  Norfolk 
Democrat,  responds  that  victory  de- 
pends on  coalition  building.  "It's  ironic 
that  I'm  now  being  accused  of  having 
learned  that  lesson  very  well." 
poor  prospects.  Wilder,  who  is 
barred  by  law  from  a  second  term  as 
governor  and  who  has  formed  a  com- 
mittee to  explore  a  Presidential  bid, 
has  nothing  to  lose  by  taking  on  his 
fellow  Democrats.  Other  governors 
don't  have  that  luxury.  In  Arkansas, 
for  example,  Democrat  Bill  Clinton 
faces  a  nasty  dilemma  over  congres- 
sional redistricting.  The  legislature 
failed  to  create  a  minority  district,  instead  protecting  two 
white  Democratic  incumbents,  Beryl  F.  Anthony  Jr.  and  Bill 
Alexander.  If  Clinton  accepts  the  plan,  then  blacks  vow  to 
challenge  it  in  court. 

Such  unpleasantness  will  dominate  state  capitals  in  the  com- 
ing months.  Democrats  have  counted  on  their  legislative 
strength  to  provide  some  compensation  for  their  poor  Presi- 
dential prospects  in  1992.  But  racial  conflict  within  the  party 
could  fuel  GOP  gains  both  in  Congress  and  in  state  capitols.  It 
looks  as  if  the  Democrats  will  spend  the  next  year  and  a  half 
nursing  wounds  suffered  in  the  redistricting  wars. 

By  Paula  Dwyer  in  Richmond 


fAL  WRAPUPI 


ANCIES 


he  race  for  the  Senate  seat  left 
Dpen  by  the  plane-crash  death  of 
nsylvania  Republican  H.  John 
iz  III  is  rapidly  heating  up.  Friends 
that  Democratic  Governor  Robert 
Hasey  will  probably  fill  the  seat 
i  a  caretaker  who  won't  run  in  a 
iial  election  this  fall  for  the 

years  remaining  in  Heinz's  term, 
t  would  clear  the  way  for  a  wide- 
l  contest.  U.  S.  Attorney  General 
i  Thornburgh,  a  two-term  GOP  gov- 
>r,  would  be  the  instant  favorite 
le  runs.  Other  Republican  possi- 

include  Representative  Thomas  J. 
je  and  former  Transportation  Sec- 


retary Drew  Lewis.  Among  Demo- 
crats, House  Majority  Whip  William  H. 
Gray  III  may  be  interested.  But  Gray, 
a  black  Philadelphian,  is  seeking  a  seat 
traditionally  belonging  to  pols  from 
western  Pennsylvania. 

BEDFELLOWS  

louse  Majority  Leader  Richard  A. 
I  Gephardt  (D-Mo.)  may  be  giving 
up  his  appeal  as  the  Democrat  Presi- 
dent Bush  loves  to  hate.  For  some  rea- 
son, Gephardt  has  toned  down  his 
fiercely  partisan  rhetoric.  And  on 
Apr.  9,  he  turned  up  at  the  White 
House  to  defend  Bush's  policy  of  non- 
intervention in  the  bloody  civil  strife 
in  Iraq. 


DEFENSE 


Favorable  financial  treatment  for 
struggling  McDonnell  Douglas 
Corp.  may  prove  more  costly  than  the 
Pentagon  expected.  When  the  Defense 
Dept.  canceled  the  A-12  attack  plane, 
McDonnell  and  General  Dynamics 
Corp.  were  told  to  refund  $1.35  billion 
in  advance  payments.  They  challenged 
the  claim,  and  the  Navy,  citing  McDon- 
nell's shaky  condition,  said  the  compa- 
nies could  hang  on  to  the  money  while 
the  dispute  was  worked  out.  Now, 
Lockheed  Corp.  says  the  law  used  to 
give  McDonnell  a  break  should  let  it 
defer  repayment  of  $124  million  from 
the  canceled  P-7  antisub  plane. 


GTON  OUTLOOK 
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\Vkat,s  rigfit 


You  won't  see  very  many  Accord 
Coupes  that  look  like  this  one.  There 
is  no  question  about  that.  Unless,  of 
course,  you  happen  to  work  at  Hondas 
factory  located  in  Marysville,  Ohio.  Or 
live  in  Japan. 

Carefully  built  and  assembled  at 
one  of  the  automotive  industry's  most 
advanced  manufacturing  facilities,  the 


Accord  Coupe  is  made  only  in  Ameri< 
But  that's  not  the  only  place  it's  sold. 

Thousands  of  new  Accord  Cou 
are  exported  to  Japan  each  and  eve 
year.  Where  they  are  prized  for  th 
engineering,  craftsmanship  and  val 
Just  as  they  are  here. 

But  the  other  reason  the  Japane 
are  fond  of  this  car  is  because  it  com 


I 


i  this  picture? 


i  right-hand  drive.  Which  is  fitting 
e  they  drive  on  the  opposite  side  of 
road  in  Japan. 

Mind  you,  producing  both  right- 
d  and  left-hand  drive  cars  from  the 
e  assembly  line  takes  a  lot  of  extra 
rt.  The  fact  that  Honda  is  the  only 
.  carmaker  to  do  so  speaks  for  itself. 
It's  this  kind  of  innovation  and  true 


commitment  to  people's  needs  which 
makes  Honda,  well,  Honda. 

Because  even  though  we  sell  more 
Accord  Coupes  in  America,  it's  just  as 
important  to  satisfy  our  customers  in 
other  parts  of  the  world. 

After  all,  when  you  look  at  the  big 
picture,  that's  what  it's  all  about. 


nternational  Business 


I-' 


CHINA'S  UGLY  EXPORT  SECRET: 
PRISON  LABOR 

i 

A  Business  Week  investigation  discovers  that  goods  for  export  are  being  made  in  the  gulag 

% 

■■un  months  ago,  a  Chinese  -moe 
wjfactory  in  Guangdong  province  ur- 
™  gently  summoned  a  Hong  Kong- 
based  agent  selling  to  U.  S.  shoe  compa- 
nies. The  factory  needed  extra  labor  to 
fill  his  sandal  order,  so  could  he  approve 
a  new  subcontractor  right  away?  After 
a  two-hour  drive,  the  American  was  es- 
corted into  a  complex  of  some  20  work- 
shops producing  shoes,  flashlights,  and 
hardware.  Inside,  he  saw  150  men,  all 
shaved  bald,  wearing  blue  cotton  paja- 
mas with  numbers  across  the  breast. 
"This  isn't  any  factory,"  the  American 
thought  to  himself.  "I'm  in  a  prison." 

It  is  hard  to  imagine  jailed  Tiananmen 
activists  slaving  to  assemble  sneakers 
for  sale  in  the  U.  S.  But  the  truth  is 
chilling.  China's  trade  officials  are  craft- 
ing a  secret  policy  to  use  labor  from  its 
camps  and  prisons  to  manufacture  ex- 
ports specifically  for  the  U.  S.,  Germany, 
and  Japan.  China  is  desperate  for  hard 
currency.  The  booming  coastal  prov- 
inces, where  marketing  and  production 
skills  are  highest  and  joint  ventures 
abound,  are  being  promoted  as  the 
showcases  for  successful  prison  exports. 

Many  global  companies  are  unknow- 
ing partners  in  deals  with  prison  camps. 
But  these  days,  the  Chinese  are  becom- 
ing less  reticent  about  actively  seeking 

foreign  partners.  U.  S.  and  European 
companies  have  been  given  tours  of  pris- 
on factories.  Even  more  startling,  some 
Japanese  and  Taiwanese  are  putting  ma- 
chinery and  capital  into  prison  produc- 
tion because  of  the  cheap  price  tags  on 
prison  goods.  "The  international  busi- 
ness community  should  be  concerned 
that  the  Chinese  are  using  forced  labor," 
renowned  Chinese  dissident  Fang  Lizhi, 
now  based  in  Princeton,  N.J.,  told 

MI  SIX  ESS  WEEK. 

'EXPLOSIVE.'  A  six-month  BUSINESS  WEEK 
investigation,  drawing  upon  confidential 
State  Dept.  documents  and  interviews 
with  U.  S.  business  executives,  Hong 
Kong  middlemen,  and  Western  diplo- 
mats, reveals  just  how  committed  the 
Chinese  are  to  gulag  communism  as  part 
of  their  economic  planning.  In  one  State 
Dept.  document,  U.  S.  diplomats  cited 
published   official   Chinese  statements 

that  put  the  prison-exports  figure 
$100  million  each  year.  But  given  C 
na's  $10  billion  trade  surplus  with  t 
U.  S.  alone,  the  figure  is  probably  mu 
higher.  These  abuses  are  being  scru 
nized  by  the  human  rights  group  As 
Watch,  which  will  soon  release  its  fin 
ings.  Chinese  officials,  for  their  pa: 
deny  using  prison  labor  for  exports  a 
declined  to  discuss  the  subject. 

These  revelations  come  at  a  cruci 
moment  in  U.  S.-Chinese  relations.  Te 
sions  are  growing  in  Washington  as 
result  of  China's  enormous  trade  si 
plus,  the  third  largest  after  Japan  ai 
Taiwan  (page  46).  The  revelations  w 
also  bolster  arguments  to  rescind  CI 
na's  most-favored-nation  trade  statti 
which  comes  up  for  review  in  June.  11 
a  violation  of  U.  S.  law  to  import  pris( 
goods  from  abroad,  though  it's  legal 
many  other  countries.  It  is  also  a  breaj 
of  human  rights  to  incarcerate  diss 
dents,  not  to  mention  to  profit  from  the 
labor.  "It's  explosive,"  concedes  an  A 
ministration  official.  "The  Chinese  arer 
making  things  easy  for  us." 

China's  prison  network  is  vast,  with 
least  10  million  prisoners.  In  Guangdor 
province  alone,  there  are  133  prison 
The  Tiananmen  crackdown  helped 
swell  the  ranks  of  those  in  the  gula 

! 

: 

- 

i 
i 

Through  subcontractors, 
many  global  companies  have 
become  unknowing  partners 

in  deals  with  prison  camps 
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mers  toil  up  to  15  hours  a  day  and 
ve  a  pittance — if  anything  at  all — 
ing  everything  from  the  tips  of 
laces  to  computer  circuit  boards, 
its  from  unpaid  prisoners  go 
ght  into  state-factory  coffers  or  the 
ets  of  prison  officials, 
ke  Jiangsu  province.  Security  offi- 

there  boast  of  average  annual 
'th  of  18%  in  prison  production  from 
to  1987,  with  export  earnings  of  $18 
p  in  1987,  up  78%  from  a  year  earli- 
Since  then,  the  pressure  has  in- 
sed  to  use  prisoners  to  build  ex- 
>.  "Encouraged  by  Deng  Xiaoping, 
r-reform  camps  became  enter- 
s,"  says  Harry  Wu,  who  served  19 
5  in  the  Chinese  gulag  and  is  now  a 
rer  scholar  at  Stanford  University, 
the  labor-reform  officials  talk  about 
tting  more  foreign  money." 
rinthine  deals.  While  American 
ners  make  license 
s  and  other  goods 
ale  by  state  govern- 
is,  China  is  crossing 
ine  by  using  its  pris- 
s  for  commercial 
overseas.  Moreover, 
y  forced  laborers 
political  detainees. 
;  are  not  tried  or 
convicted.  They  are 
sent  away  on  vague 
nterrevolutionary" 
£es  with  no  hope  of 
al  or  legal  represen- 
m.  Incarceration 
only  when  party  of- 
s  consider  their  atti- 

"corrected."  Even 
,  freedom  is  not 
anteed.  It's  common 
l  detainee  to  be  "re- 
itated,"  only  to  be 

that  he  may  live 
de  the  prison  but 
:  continue  to  work  in 
prison  for  the  rest  of  his  life, 
odded  by  Senator  Jesse  Helms  (R- 
.),  the  U.  S.  Customs  Service  has 
:hed  an  investigation  into  the  mat- 
md  is  looking  at  imports  by  several 
>r  U.  S.  companies.  But  tracking 
s  from  a  Chinese  prison  camp  to  an 
rican  store  shelf  is  no  easy  matter. 
5  the  Chinese  give  double  names  to 
1  prison  enterprises — the  Shaanxi 
ir  Factory  is  also  Provincial  Prison 
I — it  becomes  difficult  just  to  identi- 
prison  factory. 

S.  companies  often  place  orders 
Hong  Kong  buying  agents  foi- 
ls made  in  China.  These  agents 
e  deals  with  an  official  Chinese  ship- 
who  then  contacts  a  Chinese  suppli- 
'he  Chinese  supplier  farms  out  parts 
le  deal  to  subcontractors — and  pris- 
usually  come  up  with  the  lowest  bid. 
3  other  Chinese  factories  are  also 


making  goods  identical  to  those  of  the 
prison  factory,  it's  hard  for  a  buyer  to 
determine  which  goods  came  from 
where.  Documentation  given  to  a  U.  S. 
company  from  the  Chinese  shipper  never 
shows  how  a  prison  participates  in  the 
process. 

Joseph  E.  Seagram  &  Sons  Inc.,  for 
example,  unwittingly  used  prison  labor 
in  assembling  boxes.  Last  year,  the  com- 
pany began  a  joint  venture  in  Shanghai 
to  produce  wine  coolers  for  the  Chinese 
market.  The  venture  then  hired  an  inde- 
pendent Chinese  contractor  to  assemble 
cardboard  containers  for  the  coolers. 
But  it  was  not  until  an  American  Bar 
Assn.  delegation  toured  Shanghai  No.  1 
Prison  in  late  March  that  the  company 
learned  who  was  really  doing  the  work. 
A  member  of  the  group  spotted  a  five- 
foot-high  stack  of  unassembled  Seagram 
boxes  in  a  wing  for  political  prisoners. 


THE  TIANANMEN  CRACKDOWN  SWELLED  THE  PRISONERS'  RANKS 


"Without  our  knowledge,  subcontracting 
was  done  at  the  prison  the  ABA  visited," 
says  Seagram  spokesman  Robert  Kas- 
mire.  "When  Seagram  found  out  about 
it,  we  ended  that  relationship." 
'revolted.'  William  D.  Paterson,  direc- 
tor for  Adidas  South  Korea,  was  the 
company's  technical  engineer  in  China 
when  he  was  invited  a  year  ago  to  look 
at  shoe  production  in  a  Guangzhou  pris- 
on. "The  Chinese  showed  me  thousands 
of  shoes  headed  for  the  U.  S.  market," 
he  says.  He  spotted  an  infant-size  run- 
ning shoe  "carrying  a  major  label."  Pat- 
erson declined  the  offer  to  produce 
shoes  there. 

A  month  after  the  Tiananmen  Square 
massacre,  Volvo  executives  received  a 
letter  from  Charles  H.  J.  Chi,  director  of 
Chinter  Ltd.  in  Brussels,  who  said  he 
represented  the  Chinese  prisoner-reform 
bureau.  Chi  offered  to  supply  "a  large 


number  of  criminals  with  labor  skills"  as 
"very  cheap  labor"  if  Volvo  built  a  new 
factory  in  China.  "I  was  revolted,"  says 
Hans  Renstrom,  Volvo's  director  of  in- 
ternational communications.  "It  smacked 
of  slave  labor."  Chinese  diplomats  in 
Brussels  say  they  have  no  knowledge  of 
Chi.  Efforts  to  contact  Chi,  both  by 
phone  and  in  person,  failed. 

At  least  three  Japanese  companies  are 
doing  business  with  a  prison  factory. 
Last  year,  Nihon  Tokushu  Denki  Kogyo, 
Fukushin,  and  Honshu  signed  a  contract 
with  the  Wanjia  Labor  Camp  in  China's 
northeast  city  of  Harbin,  according  to 
the  Harbin  Daily.  A  Fukushin  official 
confirmed  that  this  was  a  deal  to  make 
vinyl  slippers  for  the  Japanese  market. 
Nihon  Tokushu  supplied  manufacturing 
equipment  through  Fukushin,  a  trading 
house.  The  prison  supplies  the  slippers 
to  Fukushin.  which  distributes  them 
through  Honshu,  a  foot- 
wear marketer.  Fuku- 
shin uses  the  proceeds  to 
pay  Nihon  Tokushu  for 
the  equipment.  Once 
that  is  paid  for,  Fuku- 
shin starts  paying  the 
Chinese  in  hard  currency 
for  the  slippers. 
harvest  of  shame.  Jap- 
anese banks  are  also 
lending  money  for  Chi- 
nese prison  develop- 
ment. One  deal  cited  in 
the  Asia  Watch  report 
involves  the  New  Life 
Weaving  Factory,  a 
thriving  prison  operation 
in  Jiangsu.  New  Life's 
cumulative  foreign-ex- 
change earnings  from 
1983  to  1988  were  $28 
million,  making  it  a  top 
provincial  textile  compa- 
ny. In  1988,  New  Life 
and  the  American  Bao- 
tong  China  Branch  signed  a  $3.5  million 
contract,  with  a  $2  million  low-interest 
Japanese  loan.  American  Baotong  sup- 
plied advanced  weaving  machines  in  ex- 
change for  knitted  cloth  made  in  prison 
factories.  BUSINESS  WEEK  tried  unsuc- 
cessfully to  locate  American  Baotong 
for  comment. 

French  cognac  distributor  Remy  et 
Associes  confirmed  that  from  1982  to 
1985  some  grapes  used  in  its  Dynasty 
wine  were  harvested  by  prison  workers. 
The  wine  is  produced  through  a  joint 
venture  between  the  company's  subsid- 
iary and  the  city  of  Tianjin.  The  compa- 
ny supplied  much  of  the  venture's  equip- 
ment. Since  1986,  no  grapes  have  come 
from  prison  farms  "as  far  as  we  know," 
a  Remy  official  maintained.  But  he  also 
says  that  the  company  has  made  no  spe- 
cific demands  to  prevent  it.  The  Tianjin 
authorities  have  primary  responsibility 
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RAYTHEON 
PROTECTS. 


Literally  overnight,  the  world  became  aware  of  the 
RaMheon-buih  Patriot  air  defense  system,  lis  performance 
in  the  Middle  East  speaks  for  itsdt 

And  yet  Patriot  is  only  one  product  from  one  division 
of  Raytheon. 


RAYTHEON 
BUILDS. 

Close  to  half  of  our  annual  sales  come  from  non- 
lefense-related  products  and  services. 

For  example,  for  more  than  20  years,  Raytheon  and 
:ey  subsidiaries-including  Badger  and  United  Engineers  & 
Ibnstructors-have  been  providing  engineering,  technology, 
>roject  management  and  construction  skills  for  industries 
uch  as  oil  and  gas,  electric  power,  steel,  petrochemicals  and 
)harmaceuticals. 

We're  working  globally  to  help  vital  industries  solve 
:ngineering,  construction  and  environmental  problems- 
rom  building  oil  refineries  and  power  plants  to  building 
:quipment  that  builds  the  roads. 

For  more  information  on  the  surprising  world  of 
laytheon,  write  for  our  1990  Annual  Report:  Raytheon 
?ompany,  141  Spring  Street,  Lexington,  MA  02173. 


Pioneering  in  modular  construction.  Upgrading  air  traffic  control  systems. 


Engineering  services  for  the  process  industries.   Constructing  desalinization  plants.  Building  eguipmentthat  builds  the  roads. 
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for  the  winery  and  vineyards,  he  says. 

China  is  a  big  exporter  of  TVs  and 
radios  to  Europe,  and  there  is  evidence 
that  parts  may  be  produced  by  prison- 
ers. A  State  Dept.  document  revealed 
that  Chinese  teenage  "detainees"  are  as- 
sembling circuit  boards  for  TVs  and  cas- 
sette players  for  Nan  Hong  Co.  in 
Guangzhou.  U.  S.  diplomats  say  a  Tai- 
wanese executive  received  offers  to  use 


jailed  prostitutes,  ages  15  to  22,  as  cheap 
labor  in  his  shoe  factory.  Other  Ameri- 
cans visited  a  Guangdong  prison  with  a 
large  workshop  built  by  Taiwanese. 

Many  U.  S.  importers  of  Chinese 
goods  aren't  even  aware  a  problem  ex- 
ists. Executives  in  K  mart  Corp.'s  import 
section,  which  buys  toys  and  other 
goods  from  China,  had  not  heard  about 
prison  labor,  a  K  mart  official  said.  The 


only  way  to  be  sure  Chinese  prisone 
aren't  making  U.  S.  products  is  to 
spect  all  suppliers,  down  to  the  subcc 
tractors.  Witbout  such  vigilance,  foreij 
companies  could  hasten  the  growth 
China's  most  deplorable  economic  sectc 
By  Dinah  Lee  in  Hong  Kong,  with  Roh 
Neff  in  Tokyo,  Amy  Bonus  in  Washingtc 
Joyce  Barnathan  in  New  York,  and  buret 
reports 
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U.S.  CUSTOMS:  EXPORTS  TO  AMERICA  OF  SHOES,  TEXTILES,  AND  TOYS  HAVE  SKYROCKETED 


BEIJING'S  'BLATANT  PIRACY' 
COULD  SLASH  ITS  U.S.  TRADE 


It  might  lose  'favored'  status  over  software  copying  and  import  curbs 


President  Bush's  devotion  to  wider 
ties  between  the  U.  S.  and  China 
is  so  strong  that  it  survived  both 
the  1989  Tiananmen  Square  massacre 
and  the  subsequent  crackdown  on  dis- 
sent. But  now,  even  Bush's  patience 
may  no  longer  be  enough  to  prevent  a 
U.  S.  crackdown  on  China's  trading 
practices. 

At  the  heart  of  the  dispute  is  a  viru- 
lent brand  of  Chinese  mercantilism  that 
has  given  the  People's  Republic  the 
third-largest  trade  surplus  with  the 
U.  S. — just  behind  Japan  and  Taiwan. 
The  Chinese  "are  doing  whatever  they 
have  to  do  to  sell  abroad,"  charges 
Thomas  J.  Duesterberg,  Assistant  Com- 
merce Secretary  for  international  eco- 
nomic policy.  That  includes  "subsidizing 
production,  protecting  their  own  mar- 
kets through  quotas  and  licenses,  and 
limiting  the  use  of  foreign  currencies." 
And  the  charges  that  China  is  using 
prisoners  to  manufacture  products  for 


export  to  the  U.  S.  will  make  matters 
even  more  explosive  (page  42). 

Thanks  to  its  trade  stance,  China  is 
the  only  major  U.  S.  trading  partner  to 
register  a  decline  in  merchandise  im- 
ports last  year.  Purchases  of  American 
goods  fell  by  $1  billion,  or  17.2/' ,  from 
1989.  Meanwhile,  skyrocketing  exports 
to  the  U.  S. — mainly  footwear,  textiles, 
toys,  and  sports  equipment — helped  the 
trade  deficit  jump  677',  to  $10.4  bil- 
lion over  the  same  period  (chart). 

The  immediate  source 
of  friction  is  Beijing's 
failure  to  deliver  on 
promises  to  safeguard 
American  software,  mov- 
ies, and  books.  The  Chi- 
nese government  itself  is 
one  of  the  world's  big- 
gest software  pirates, 
U.  S.  publishers  charge. 
"We  are  talking  about 
blatant,  government- 


46  BUSINESS  WEEK/APRIL  22,  1991 


CHINA  WIDENS 
THE  GAP 


'85  '86  '87 
▲  BILLIONS  OF  COLLARS 


sponsored  and  -condoned  piracy,"  sa 
Eric  H.  Smith,  general  counsel  of  t 
International  Intellectual  Property  A! 
ance,  a  group  of  U.  S.  industry  assoc  1 
tions.  The  organization  estimates  that 
legal  copying  in  China  cost  U.  S.  coi 
panies  $400  million  last  year,  a  figu 
the  U.  S.  Trade  Representative's  offi 
says  is  reasonably  accurate.  Strikh  to 
back,  the  U.  S.  this  month  may  formall' 
cite  China  as  an  international  trade  ;  ; 
rate,  clearing  the  way  for  sanctions. 

But  the  big  test  will  come  in  Jur  ¥« 
when  China  is  counting  on  the  U.  S.  ; 
renew  its  most-favored-nation  privilege  s 
which  grant  lower  tariffs.  Despif 
strains  in  the  relationship,  Bush  is  e  ■■• 
pected  to  recommend  extension  of  Ml  of 
on  June  1.  But  Congress,  which  is  sho'  to 
ing  renewed  concern  about  the  U.  i1 
trade  deficit,  could  reverse  the  decisi<  t. 
or  lay  on  restrictions.  Prime  Minister 
Peng  warned  Apr.  10  that  diplomatic  i  w 
lations  would  be  seriously  damaged  |»u 
MFN  were  withheld. 

'regressing.'  Washington  has  tried  jj1' 
restore  the  trade  balance  through  qui 
talks  with  top  Chinese  leaders,  but  to 
avail.  For  nearly  three  years,  Beijing  h|  6 
held  to  a  restrictive  trade  policy  thf 
rigidly  controls  credit,  government' I 
spending,  and  imports. 

"We  are  quite  concerned  because  it: 
looks  like  China  is  regressing  and  the  ik 
market  is  becoming  closed,"  says  U. 
Trade  Representative  Carla  A.  Hills,  (j 
Apr.  13,  she  is  scheduled  to  meet  wi: 
Tong  Zhiguang.  Beijing's  vice-minis' 
for  trade,  in  Washington,  but  few  in  tl 
Administration  expect  a  breakthrough 

Instead,  the  Administration  faces 
Apr.  26  deadline  to  name  countries  thB 
are  violating  U.  S.  intellectual-proper y 
laws.  Senator  Max  Baucus  (D-Montfe: 
chairman  of  a  key  trade  subcommitteiie' 
says  targeting  Beijim 
would  go  a  long  way  "t  tt 
ward  bringing  Chirk: 
back  into  the  world  trah 
ing  community."  Bi 
even  that  threat  mi 
hold  little  sway  with  CI 
na's  leaders. 

By  Paul  Magnusso 
with  Amy  Borrus  in  Wasty 
ington  and  Dinah  Lee 
Hong  Kong 
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JRKEY'S  GULF  WAR  GAMBLE 
AY  BE  PAYING  OFF 


he  Kurdish  refugees  massing  on  its  border  are  drawing 
more  Western  attention  to  Turkey  than  it  attracted  in 
nearly  four  decades  as  NATO's  southern  anchor.  Indeed, 
jars,  Turgut  Ozal,  Turkey's  free-enterprise-loving  Presi- 
has  been  trumpeting  Ankara's  crucial  role  as  Western 
Tracy's  strongest  outpost  in  the  Mideast.  How  Ozal  man- 
the  refugee  crisis  may  determine  whether  he  can  fulfill 
•owing  ambition  to  make  Turkey  into  a  regional  power, 
il  is  backing  European  propos- 
<  create  secure  zones  in  north- 
raq  for  fleeing  Kurds.  Besides 
nitarian  concerns,  his  aim  is  to 
off  social  turbulence  and  heavy 
mic  burdens  on  Turkey  from  a 
ee  pileup  along  its  border.  Be- 
that,  protected  enclaves  for  ref- 

would  be  a  step  toward  auton- 
for  Iraqi  Kurds.  Although  the 
is  concerned  about  fragmenta- 
)f  Iraq,  Ozal  is  confident  that 
y,  with  15  million  Kurds  in  its 
ation  of  57  million,  could  exert 
g  influence  over  a  Kurdish 
ice  in  Iraq.  That  would  further 
ice  Turkey's  growing  regional  clout. 
limb.'  As  recompense  for  backing  the  U.  S.-led  gulf  alli- 
Ozal  stands  to  reap  more  immediate  gains.  "Turkey  went 
i  a  limb,"  says  a  senior  Administration  official,  by  shut- 
lown  Iraq's  oil  pipeline  outlet  and  letting  U.  S.  planes 
:  Iraq  from  Turkish  bases.  "We  have  to  respond."  One 
f  is  $830  million  worth  of  U.  S.  economic  and  military  aid 
cal  1991,  up  from  $550  million  originally  budgeted.  At 

David  last  month,  Ozal  and  President  Bush  also  dis- 
i  modernizing  Turkish  military  forces, 
bough  the  European  Community  has  kept  Turkey's  mem- 
ip  bid  on  hold  for  years,  Washington  will  urge  Europeans 
;end  "enhanced  associate  status"  via  such  plums  as  big- 
uotas  for  Turkish  textiles  or  steps  toward  a  customs 


union.  Commerce  Secretary  Robert  A.  Mosbacher,  along  with 
chief  executives  of  top  U.  S.  companies,  will  also  soon  visit 
Turkey  to  explore  ways  to  expand  economic  ties.  Ozal  sees 
U.  S.-Turkish  joint  ventures  as  a  key  to  postwar  business  in 
the  Mideast. 

Ozal's  siding  with  the  gulf  alliance  was  only  his  latest  move 
to  expand  Turkey's  international  role.  In  recent  years,  he  has 
opened  Turkey's  economy  to  freer  trade  and  Western  invest- 
ment, and  last  month  in  Moscow  he 
signed  agreements  to  extend  credits 
worth  $400  million  to  finance  Turkish 
exports  and  construction  projects  in 
the  Soviet  Union.  Next  November  he 
will  host  a  Mideast  conference  on 
water — a  source  of  considerable  geo- 
political clout  for  Turkey  since  it  con- 
trols much  of  the  region's  supplies. 
A  $20  billion  "peace  pipeline"  pro- 
posed by  Ozal  would  carry  water 
from  dams  in  Turkey  to  the  gulf 
nations. 

What  such  moves  add  up  to  is  the 
most  expansive  Turkish  thrust  since 
the  Ottoman  Empire's  collapse  at  the 
end  of  World  War  I.  One  result  could  be  growing  Turkish 
influence  in  the  Soviet  Union.  Ozal's  government  hopes  to 
graft  economic  and  cultural  ties  onto  the  Turkish-speaking 
heritage  it  shares  with  four  of  the  five  Soviet  Central  Asian 
republics  as  well  as  Azerbaijan.  Turkish  exports  and  direct 
investments  are  already  flowing  into  the  region,  and  a  busi- 
ness conference  in  Baku,  Azerbaijan,  this  month  will  attract  a 
big  delegation  of  Turkish  officials  and  businessmen.  The  cur- 
rent Soviet  chaos  makes  Turkey  an  attractive  trading  partner 
and  a  model  of  a  politically  independent,  market-oriented  de- 
mocracy. For  Ozal,  the  region  from  the  Black  Sea  to  China  is  a 
prime  target  for  his  ambitious  outreach. 

By  Juliette  Rossant  in  Istanbul  and  Amy  Borrus  in  Washing- 
ton, with  bureau  reports 
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iroughout  the  gulf  war,  debate 
■aged  among  Germans  on  whether 
r  constitution  permits  sending 
as  to  fight  abroad.  Now  Bonn  is 
tly  setting  up  a  mobile  force  that 
do  so.  As  a  step  toward  a  more 
;ive  role  in  settling  international 
licts,  the  Defense  Ministry  plans  to 
te  two  rapid-response  divisions, 
mostly  volunteer  units,  including 
troops  and  mechanized  infantry, 
be  designed  to  expand  quickly  to 
)0  troops  from  a  peacetime  15,000. 
7  could  go  abroad  as  part  of  a  mul- 
;ional  force  under  U.  N.  command, 
lere  is  still  no  political  consensus 


for  such  use  of  military  power,  but 
German  generals  are  betting  on  a  shift 
in  attitudes.  While  some  Germans  still 
argue  that  troops  should  be  sent 
abroad  only  to  protect  a  NATO  ally, 
Chancellor  Helmut  Kohl  wants  to  win 
constitutional  changes  that  would  put 
his  troops  in  U.  N.-led  operations.  That 
is  what  Bonn's  allies  wanted  to  hear 
when  the  Desert  Storm  force  was  be- 
ing assembled. 

JAPAN  

Prime  Minister  Toshiki  Kaifu  may 
be  a  lame  duck  following  the  Apr. 
8  resignation  of  his  party's  top  power 
broker,  Ichiro  Ozawa.  As  secretary 
general  of  the  ruling  Liberal  Demo- 


cratic Party,  Ozawa  was  key  in  mobiliz- 
ing support  for  Kaifu's  policies.  Now, 
Kaifu  is  likely  to  have  a  tough  fight  to 
win  a  second  term  in  October. 

For  the  U.  S.,  that  raises  the  pros- 
pect of  worsening  relations  with  Japan 
as  American  hard-liners  turn  up  the 
heat  for  trade  concessions.  In  an  Apr.  4 
meeting,  President  Bush  urged  Kaifu 
to  lift  barriers  to  U.  S.  rice  and  called 
on  Japan  to  buy  more  U.  S.  auto  parts, 
semiconductors,  and  construction  ser- 
vices. But  without  Ozawa,  Kaifu  may 
be  unable  to  pry  these  concessions 
loose.  Ozawa's  less  forceful  successor, 
Keizo  Obuchi,  is  likely  to  settle  for 
foot-dragging  rather  than  hard  deci- 
.ions  on  such  issues. 
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BUILDING  AN  A340  IN  TOULOUSE:  AIRBUS'  BACKLOG  STANDS  AT  1,600  PLANES,  WORTH  A  COOL  $70  BILLION 


ZOOM! 

AIRBUS  COMES  OH  STRONG 


The  consortium  that  no  one  took  seriously  a  few  years  ago  is  finally  making  inroads  in  the  U.S. 


All  Jim  Bryan  wants  is  a  little 
more  respect.  For  five  years,  he 
has  been  president  of  Airbus  In- 
dustrie of  North  America  Inc.,  and  for 
just  as  long,  people  have  been  putting 
him  on  the  defensive.  At  cocktail  parties, 
he  is  asked  why  a  subsidized  European 
consortium  should  be  allowed  to  threat- 
en its  U.  S.  competitors  with  aggressive, 
headline-grabbing  deals.  Customers 
make  him  jump  through  hoops  to  prove 
why  his  planes  are  any  better  than  the 
Boeing  jets  they've  flown  for  years. 

Bryan  doesn't  worry  much  about  the 
cocktail  circuit.  But  the  airline  execu- 
tives are  making  him  sweat.  Although 
Airbus  has  come  on  strong  in  the  U.  S. 
market  over  the  last  five  years,  every 
sale  has  been  an  underdog  effort. 

Now,  Airbus  faces  what  Bryan  thinks 
is  a  turning  point  in  the  U.  S.  market.  If 
American  Airlines  Inc.  chooses  Airbus 
for  its  upcoming  multibillion-dollar  order 
of  twin-engine  widebody  aircraft,  it 
would  mark  a  dramatic  coming  of  age. 


Airbus  has  some  big  U.  S.  customers.  It 
has  even  sold  some  older  planes  to 
American.  But  much  of  its  U.S.  busi- 
ness is  with  smaller  and  weaker  airlines, 
and  Airbus  needs  to  hitch  its  future  to  a 
sure  survivor.  Says  Bryan:  "We  have  to 
win  the  American  order." 
grand  ambitions.  Maybe  so.  But  even  if 
Airbus  doesn't  win  it,  the  controversial 
consortium  is  flying  high.  Airbus  was 
once  written  off  as  a  European  folly — a 
propped-up  white  elephant  that  might 
sell  a  few  airplanes  but  would  never 
really  amount  to  much.  Instead,  the  Eu- 
ropeans have  built  a  high-tech  family  of 
airplanes  with  global  appeal,  despite  po- 
litical infighting  and  bureaucratic  iner- 
tia. In  recent  years,  the  feisty  Europe- 
ans have  blown  by  McDonnell  Douglas 
Corp.  to  become  the  world's  second-larg- 
est airframe  maker  in  terms  of  orders. 
Their  momentum  now  threatens  the 
very  survival  of  Douglas'  commercial 
aircraft  business. 

Boeing  beware.  The  recent  onslaught 


of  20-year-old  Airbus  is  a  testament 
the  consortium's  tenacity.  Six  years  af 
Airbus  had  orders  for  just  200  plan 
worldwide.  Its  backlog  now  totals  1,6 
planes,  worth  a  cool  $70  billion.  Migh 
Boeing  Co.'s  537<  world  market  sh; 
still  dwarfs  the  30%  held  by  Airbl 
(charts).  But  the  U.  S.  giant  should  he) 
this  ominous  fact:  Excluding  Boeina 
humpbacked  747,  against  which  Airb£ 
does  not  yet  compete,  the  Europea; 
sold  the  largest  number  of  jets  last  ye;. 
And  it's  a  measure  of  their  grand  am- 
tion  that  plans  are  in  the  works  to  devi- 
op  a  new  600-seat  aircraft  to  take  on  I 
Boeing  jumbo.  Airbus  "has  surprised  < 
erybody,"  says  John  C.  Pope,  vice-cha 
man  of  United  Airlines  parent  UAL  Ii 
"Five  years  ago,  it  just  wasn't  a  factoi 
For  U.  S.  industry,  that's  a  chilling  | 
alization.  Airliners  are  America's  biggai 
industrial  export  and  one  of  the  few  li- 
vens from  Japanese  competition.  Th 
are  so  expensive  that  the  outcome  off 
single  order  can  tip  the  balance  off. 
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on's  trade.  Boeing  reckons  that  the 
Id's  airlines  will  spend  $617  billion  on 
planes  over  the  next  15  years — a 
i  approaching  Britain's  gross  nation- 
woduct.  Without  Airbus,  the  U.  S. 
Id  have  that  pie  virtually  to  itself, 
hat's  why  U.  S.  trade  officials  are  up 
rms,  pushing  hard  to  end  fat  devel- 
ient  loans  to  the  consortium  from 
>us  partners  France,  Germany,  Brit- 
and  Spain.  Even  disgruntled  British 
German  pols  have  made  loud  calls 
establishing  a  new  accounting  sys- 
at  Airbus  aimed  at  cutting  costs  and 
e  funding.  The  consortium's  complex 
cs  are  so  impenetrable  that  the  real 
of  producing  its  airplanes  remains  a 
tery.  "Airbus  is  a  company  out  of 
rol,"  argues  S.  Linn  Williams,  a  dep- 
th S.  trade  representative, 
uropean  officials  voice  utter  disdain 
American  complaints.  "Listen,"  says 
e  Secretary  Erich  Riedl,  who  over- 
aerospace  for  the  German  Econom- 
dinistry.  "We  have  built  our  aircraft 
stry  from  scratch.  Now,  we're  a  ma- 
)ower.  That's  how  the  world  sees  it. 
that's  why  we  don't  care  about  any 
cism  from  small-minded 
:il-pushers."  Airbus  is  more 
erned  about  how  it  will 
uce  the  vast  number  of  air- 
es it  has  sold.  And  scaling 

0  build  the  new  A330/A340 
ly  of  long-range  widebo- 
will  be  a  huge  challenge, 
rbus  also  must  solidify  its 
5  in  the  U.  S.  market.  With 
w  notable  exceptions,  Air- 
has  scratched  out  its  Amer- 

customer  base  largely  by 
ig  to  weak  airlines  that 
led  cheap  financing.  Many 
;hose  carriers  now  face 
h  times  or  bankruptcy,  and 

of  them — Eastern  Air 
s  Inc.  and  Braniff  Inc. — 
!  stopped  flying  altogether, 
future  lies  in  winning  a  big 
body  order  from  one  of  the 

survivors:  United,  Ameri- 

or  Delta.  Having  lost  an 
battle  for  a  piece  of  Unit- 
record  $22  billion  order  last 

Airbus  is  sharpening  its 
•d  for  the  American  compe- 

1  this  summer, 
lat  Airbus  has  been  able  to 
even  this  far  is  a  wonder, 
ierously  political,  the  four- 
itry   consortium  should 

been  the  proverbial  com- 
ie  that  planned  a  horse  but 
pied  a  camel.  State-backed 
-ts  to  fight  U.  S.  and  Japa- 

dominance  in  computers 
other  products  of  the  fu- 

are  falling  flat.  Only 
us,  among  Europe's  for- 
into  the  high-tech  arena, 


is  making  its  mark  on  the  world  scene. 

That's  in  spite  of  its  byzantine  struc- 
ture. Airbus  isn't  really  a  company  at 
all;  it's  essentially  a  marketing  coopera- 
tive. Much  as  farmers  peddle  cotton 
through  a  co-op,  the  three  industrial 
partners  sell  their  wings,  fuselages,  and 
tails  through  Airbus  Industrie. 

No  one  knows  how  much  the  Airbus 
venture  loses  overall.  A  U.  S.  Commerce 
Dept.  study  insists  the  consortium  re- 
mains a  profitless  sinkhole.  Since  it  was 
founded,  France  and  Germany  have 
pumped  in  $13.5  billion,  the  study  says. 
A  French  government  official  concurs: 
"Without  loans  from  the  state,  Airbus 
couldn't  survive  the  next  five  years." 
already  profitable?  At  the  center  of 
this  tangled  web  is  Jean  Pierson,  Airbus' 
brusque  and  burly  French  managing  di- 
rector. Known  as  "the  bear  of  the  Pyre- 
nees," Pierson's  attitude  is  that  building 
market  share  is  critical;  profits  will  flow 
from  that.  Pierson  declined  to  be  inter- 
viewed for  this  article.  But  he  has  pub- 
licly claimed  that  Airbus  is  already  mak- 
ing money  on  operations,  if  the 
consortium's  development  loans  are  ex- 
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AIRBUS  STILL  TRAILS 
DOUGLAS  IN  DELIVERIES.. 


.BUT  HAS  SOARED 
IN  NEW  ORDERS 


PERCENT  OF  TOTAL 
JET  AIRCRAFT 
DELIVERIES 

1986-90 


AIRBUS  DOUGLAS 


15.1 


16.7 


PERCENT  OF  TOTAL 
INDUSTRY  BACKLOG 


BOEING 


64.5 


AIRBUS 


30 


DOUGLAS 


14 


BOEING 


53 


eluded.  To  those  who  claim  Airbus  com- 
petes unfairly,  Pierson  insists  that 
Boeing  and  Douglas  are  subsidized  by 
U.  S.  defense  work. 

Many  credit  Pierson's  strong  personal- 
ity for  the  momentum  Airbus  has  built 
over  the  last  five  years.  He  took  over  in 
1985.  The  Germans  insisted  on  setting 
up  a  two-man  directorate.  But  once  in 
place,  Pierson  would  have  none  of  his 
German  co-equal,  Johann  Schaeffler. 
Says  an  Airbus  insider:  "Pierson  told 
him,  'There's  no  room  at  the  top  for  two 
people.  I  am  it,  and  you  are  not.'  "  The 
German  left  after  six  months. 

Pierson  has  championed  Airbus'  prod- 
uct development.  As  manufacturing 
chief  in  the  early  1980s,  he  pushed  the 
best-selling  narrowbody  A320.  As  man- 
aging director,  he  deemed  it  time  for  a 
new  350-seat  widebody  to  replace  the  ag- 
ing fleet  of  Douglas  DC-lOs.  Airlines 
wanted  a  big,  long-distance  plain'  for 
mutes  that  had  too  little  traffic  to  fill  up 
a  747  jumbo. 

Now,  the  A330  and  A340  are  fueling 
Airbus'  growth.  They  have  garnered 
more  orders  than  Douglas'  own  update, 
the  MD-11,  or  Boeing's  new 
777.  The  A330  lost  out  to  the 
777  at  United  last  fall.  But  the 
program  still  gives  Airbus  a 
fighting  chance  to  win  the  big 
American  order  this  summer, 
or  a  Delta  order  after  that. 
loss  leaders.  Pierson's  prede- 
cessors had  been  repeatedly 
frustrated  by  the  American  de- 
votion to  Boeing  and  Douglas. 
Airbus  is  strongest  in  Europe, 
where  government-owned  air- 
lines are  routinely  steered  to 
buy  its  planes.  Negotiations 
with  U.  S.  carriers  are  a  river- 
boat  poker  game.  Extravagant 
bets  and  promises  are  routine, 
bluffs  a  way  of  life. 

Early  on,  the  Airbus  strategy 
was  simply  to  buy  its  way  into 
the  U.  S.  market.  In  the  late 
1970s,  troubled  Eastern  Air- 
lines took  34  A300s,  but 
sources  say  the  planes  were 
supplied  at  very  little  cost  to 
Eastern.  By  1984,  Eastern  was 
still  the  only  U.  S.  customer.  So 
the  Europeans  went  after  Pan 
American  World  Airways  Inc., 
figuring  the  cash-strapped  car- 
rier would  leap  at  a  complex 
lease  arrangement  involving 
1007c  financing  and  guaranteed 
maintenance.  It  did.  Trouble 
was,  Pan  Am  insiders  say,  Air- 
bus lost  $300,000  a  month  on 
that  deal  for  several  years. 

The  Europeans  were  con- 
vinced that  a  close-up  look  at 
their  fuel-efficient,  technology- 
laden  aircraft  would  so  wow 
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the  U.  S.  industry  that  Pan  Am's  order 
would  break  the  dam.  It  didn't.  The 
problem  was  Airbus'  short-term  ap- 
proach, particularly  when  it  came  to 
product  support.  A  grounded  plane  can 
cost  an  airline  thousands  of  dollars  a 
day  in  missed  revenue.  Boeing's  proven 
reliability — not  to  mention  its  ability  to 
service  planes  all  over  the  world  within 
hours — meant  more  to  a  solvent  airline 
than  quick  financing.  "From  1970  to 
1985,  there  was  a  European  way  of  do- 
ing things,  and  we  didn't  sell  any  air- 
planes [in  the  U.S.],"  says  one  Airbus 
insider. 

After  Pierson  arrived,  Airbus  finally 
started  to  play  the  distinctive  American 
game.  Under  U.  S.  Chairman  Alan  Boyd, 
Transportation  Secretary  in  the  Johnson 
Administration  and  the  former  chairman 
of  Amtrak,  Airbus  has  built  up  its  U.S. 
sales  force.  It  currently  has  a 
North  American  staff  of  200 
and  has  established  a  training 
center  in  Miami  and  a  big 
parts  warehouse  at  Dulles  air- 
port near  Washington,  D.  C. 

This  growing  presence  of 
Airbus  as  an  aggressive  play- 
er has  raised  the  ante  in  the 
U.  S.,  and  airline  executives 
love  it.  Kenneth  A.  Raff,  man- 
aging director  of  fleet  plan- 
ning at  American,  says  Air- 
bus' ascension  offers  "the 
opportunity  for  getting  a  bet- 
ter deal."  The  fierce  competi- 
tion means  that  airlines  are 
demanding — and  getting — 
enormous  concessions  from 
Boeing  and  Airbus. 

Airbus  was  chastised 
roundly  in  Washington  last 
September,  when  it  teamed 
up  with  General  Electric  Co. 
to  give  Northwest  Airlines  Inc.  a  $500 
million  low-interest  loan  in  return  for  a 
big  order  of  A320s.  The  untold  story, 
however,  was  that  Airbus  was  just  pro- 
tecting its  flank.  A  source  involved  in 
the  negotiations  says  Boeing  also  hinted 
it  might  help  with  a  loan  if  Northwest 
bought  7H7s.  Northwest  used  that  hint 
to  demand  the  Airbus  loan. 
STALKING  HORSE.  Even  when  Airbus 
loses,  its  presence  turns  up  the  heat.  At 
United,  Airbus  and  Boeing  squared  off 
again.  United's  fleet  is  heavily  weighted 
toward  Boeing.  But  the  Europeans  al- 
most finessed  a  major  coup  when  the 
order  got  tied  up  in  a  fight  for  control  of 
the  airline  between  United  Chairman 
Stephen  M.  Wolf  and  the  unions,  who 
were  promised  hundreds  of  millions  in 
financing  if  they  helped  Airbus  get  part 
of  the  order. 

The  union  effort  failed,  knocking  out 
Airbus'  chances.  But  its  shadow  lin- 


gered: United  squeezed  Boeing  for  every 
penny  it  could  get.  Informed  sources  say 
Boeing  gave  big  breaks  on  the  price  of 
both  the  777  and  on  a  parallel  order  of 
747s.  It  provided  a  rich  financing  pack- 
age for  those  planes  and  even  sweetened 
terms  on  Boeing  narrowbodies  now  be- 
ing delivered.  Says  United's  Pope:  "I've 
never  seen  Boeing  or  Airbus  be  this 
aggressive." 

The  real  loser  was  McDonnell  Doug- 
las. Having  bled  $177  million  last  year  in 
its  transport  aircraft  unit,  the  St.  Louis 
company  couldn't  even  begin  to  play 
such  a  high-stakes  game.  And  with  its 
defense  business  imperiled,  its  finances 
aren't  likely  to  improve  soon.  "This  is 
going  to  be  a  critical  year  for  the  compa- 
ny's future,"  says  a  former  executive. 

As  Airbus  readies  its  assault  on  the 
American  order,  the  competitive  environ- 
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Customer 

Firm  orders 

Delivered 

Status 

NORTHWEST 

100A320s 
16A330s 
20  A340s 

14A320s 

A  survivor,  but  plagued 
by  heavy  debt,  big 
losses 

AMERICA  WEST 

48  A320s 

None* 

Small  carrier  with  lots 
of  debt,  little  cash 

AMERICAN 

35  A300s 

25  A300s 

One  of  the  world's  most 
powerful  airlines,  major 
purchase  decision  pending 

EASTERN 

34  A300s 

34  A300s 

Grounded  and  in  liquida- 
tion. Airbus  is  Eastern's 
largest  unsecured  creditor 

PAN  AM 

12A300s 

12A300s 

Bankrupt.  May  be 

20  A3 10s 

18A310s 

absorbed  by  United 

CONTINENTAL 

3  A300s 
13  A330s 
7  A340s 

3  A300s 

Bankrupt  but  likely  to 
survive  in  some  form 

TWA 

20  A330s 

None 

fosing  money  fast 

America  West  flies  three  A320s  on  lease 
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ment  is  only  heating  up.  American  is 
likely  to  put  the  screws  to  both  Boeing 
and  Airbus  as  it  examines  the  A330/ 
A340  and  the  777.  "Money  is  what 
counts,"  says  Donald  J.  Carty,  Ameri- 
can's executive  vice-president  for  plan- 
ning, adding  that  "Airbus  would  do  any- 
thing to  stop  Boeing  here." 

Can  anybody  afford  to  compete  with 
three  European  governments  deter- 
mined to  make  their  showpiece  a  world- 
wide success?  "The  U.  S.  government 
does  not  guarantee  our  debts,"  says 
Raymond  J.  Waldmann,  Boeing's  direc- 
tor of  government  affairs.  With  reces- 
sion now  slowing  a  five-year  flood 
of  airline  buying,  Waldmann  says  "a 
sugar  daddy  named  Airbus"  might 
grab  more  orders  with  state-backed 
financing. 

Griping  is  one  thing.  But  America's 
two  plane  builders  aren't  raising  much 
of  a  fuss  in  Washington.  They  fear  that 


any  strong  trade  action  by  the  U.  S 
might  spark  retaliation  in  Europe,  when 
state-owned  airlines  such  as  Lufthans; 
and  Air  France  are  some  of  their  bes 
customers.  In  the  event  of  a  trade  war 
says  Boyd,  the  battle  for  market  shar 
would  grow  truly  brutal.  "If  Airbus  ha 
to  give  away  airplanes,"  he  warns,  "w< 
will  do  it." 

The  real  issue — the  one  that  tru 
threatens  Boeing — is  that  the  European 
insist  on  financing  product  developme 
from  government  coffers.  Pierson  ij 
moving  gingerly  forward  with  plans  t| 
build  a  new  600-seat  jumbo  airframe  tl 
try  to  crack  Boeing's  747  monopoly 
Such  a  project  would  take  vast  sum 
Airbus  clearly  can't  afford  alone.  U 
trade  officials  have  been  bargainin 
with  the  European  Community  to  cu 
state  loans,  which  in  the  past  funde 
75'  '<  of  plane  developmen 
costs. 

Boeing's  response  to  th 
Airbus  threat  is  vague,  but 
clearly  has  chosen  its  ow 
way  in  girding  for  the  futun 
The  Seattle  company  has  bee 
actively  courting  the  Japanes 
to  build  supplier  relationship! 
that  may  blossom  into  joir 
development  projects.  It  ha) 
also  joined  with  Deutsche  Ai 
bus  to  study  the  developmer 
of  the  next  generation  of  ai 
planes — commercially  viabl 
environmentally  acceptabl 
supersonic  transports. 
vulnerable.  Maybe  Boeing 
wagering  that  Airbus  wi 
lose  momentum.  The  conso 
tium  is  still  a  political  nigh 
mare,  and  some  of  its  U 
customers  have  big  financi; 
problems.  The  American  o, 
der  is  certainly  no  shoo-in,  and  Nort 
west  is  heavily  leveraged  and  losin 
money.  Airbus  took  a  lot  of  risks 
build  market  share.  It  could  be  moi 
vulnerable  to  evaporating  orders. 

U.  S.  aerospace  executives  are  used 
huge,  long-term  gambles.  Risk  and  ris 
assessmenl  are  a  wax  of  life.  But  sol 
pedaling  Airbus'  long-term  challenf 
while  clinging  to  free-trade  orthodo 
may  be  their  biggest  gamble  yet.  Ju 
ask  the  8,400  employees  Douglas  h 
laid  off  since  last  year.  The  awkwai 
European  consortium  that  no  one  to( 
seriously  a  few  years  ago  has  chang* 
the  shape  of  the  world  aerospace  indu 
try.  Don't  expect  the  proud,  stubboi 
Europeans  to  stop  now. 

By  Stewart  Toy  in  Toulouse  mid  Micka 
Oneal  m  New  York,  with  Paul  Magnuss< 
in   Wash i Hilton,  Igor  Reichlin  in  Bonfi. 
Don'  Jours  Yang  in  Scuttle  unit  buret 
reports 
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World  Trade  Market  Share 


□  FY  1490:  Spanish  trade  at  18% 

□  Spanish  trade  less  than  l/5th  of  European  total! 
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STRATEGIES  I 


H&R  BLOCK 
EXPANDS  ITS  TAX  BASE 


Electronic  filing  delivers  the  boost  that  diversification  didn't 


enry  VV.  Bloch  has  led  a  charmed 
life.  The  tax-preparation  outfit 
that  lie  co-founded  in  11).").")  with 
his  brother,  Richard,  in  a  Kansas  City 
(Mo.)  second-story  office  now  rules  the 
business.  H&R  Block  Inc.'s  9,000-odd  out- 
lets handle  roughly  14  million  tax  re- 
turns a  year  worldwide  and  have  helped 
the  $1.1  billion  company  deliv- 
er a  return  on  equity  of  27$ 
and  record  earnings  in  all  but 
one  of  its  36  years.  Even  so, 
Bloch  has  spent  more  than  a 
decade  diversifying  into  every- 
thing from  computer  data 
bases  to  legal  services.  He  fig- 
ured his  maturing  tax  busi- 
ness would  inevitably  lose  its 
oomph. 

Bloch,  (ii-i,  has  had  decidedly 
mixed  results  in  finding  hot 
new  businesses.  So  where  has 
the  company  discovered  its 
most  exciting  growth  pros- 
pect? Right  in  the  supposedly 
moribund  tax  business  beyond 
which  Bloch  has  been  trying 
so  mightily  to  diversify.  It's  all 
thanks  to  electronic  tax  filing. 
"Electronic  filing  has  brought 
a  renaissance  to  the  tax-prepa- 
ration business,"  says  Thomas 
M.  Bloch,  the  37-year-old  scion  *v~ 
being  groomed  to  succeed  his  i  -- '  '  * 
father,  Henry. 

cash-hungry.  The  company's  Rapid  Re- 
fund program,  set  up  soon  after  the  In- 
ternal Revenue  Service  approved  elec- 
tronic filings  in  1986,  has  meant  an 
avalanche  of  new  business  at  HM;  Block. 
Most  Rapid  Refund  customers  receive  a 
loan  equal  to  the  amount  of  their  tax 
refund  from  one  of  four  banks  a  few 
days  after  electronically  filing  their  re- 
turns. If  no  problems  arise  concerning 
the  return,  the  IKS  sends  the  actual  re- 
fund directly  to  the  bank,  paying  off  the 
loan,  in  about  two  weeks.  Meanwhile, 
Block  collects  a  bank  fee  of  about  $29  to 
process  the  early  refund,  plus  up  to  $25 
for  electronic  filing,  in  addition  to  its 
regular  tax-preparation  fee  of  about  $50 
per  return. 

During  these  lean  economic  times, 
cash-hungry  taxpayers  have  flocked  to 
H&R  Block.  From  Jan.  1  to  Mar.  15,  the 


number  of  electronic  filings  handled  by 
its  offices  soared  74%,  to  4.3  million  re- 
turns. That  should  help  push  Block's 
earnings  up  12'',  to  $138  million,  this 
year  on  sales  of  $1.1!)  billion  (chart). 
While  rivals  such  as  Jackson-Hewitt  Inc. 
have  also  started  offering  electronic  fil- 
ing, they  lack  Block's  reach  and  financial 


MANY  HAPPY  RETURNS: 
HENRY  BLOCH  WITH  HIS 
SON,  THOMAS 


might.  Block  now  controls  about  (i.7  ■  of 
the  electronic  filing  market. 

And  it's  a  business  with  a  lot  of 
growth  potential.  Hoping  to  shrink  its 
own  labor  costs  and  reduce  errors,  the 
IRS  would  like  to  see  35  million  returns — 
or  about  one-third  of  the  annual  total — 
filed  electronically  by  the  mid-1990s,  up 
from  about  87'  now.  Another  encourag- 
ing sign  is  Block's  expe- 
rience in  Canada,  where 
it  has  offered  speedy  re- 
funds for  five  years. 
Some  40''  of  its  Canadi- 
an returns  use  the  re- 
fund service. 

Block  is  looking  for 
other  electronically  in- 
spired innovations.  In 
New  England,  it's  test- 
ing an  electronic  service 
for  taxpayers  who  owe 


money  to  Uncle  Sam.  Why  would  anyo 
be  in  a  rush  to  pay?  Simply  this:  B 
ances  due  the  IRS  may  be  paid  by  cre< 
card  if  filed  electronically. 

It's  a  good  thing  Henry  Bloch's  cc 
tax-preparation  business  suddenly  loo 
so  healthy,  because  his  efforts  to  diver 
fy  haven't  always  brought  happy  i 
turns.  Consider  the  company's  1985  pi 
chase  of  Path  Management  Industri 
Inc.,  which  conducts  one-day  manaf 
ment  seminars.  A  1988  postal-rate  hi 
sent  its  direct-marketing  costs  soarii 
while  the  recession  has  hurt  business, 
late  December,  Block  sold  Path  for  $ 
million — 42'  '•  below  its  $35  million  pi 
chase  price. 

no  chemistry.  Another  disappointing 
came  when  Bloch  moved  into  legal  s< 
vices.  Back  in  1980,  Block  set  up  a  m£ 
agement  company  to  opera 
the  Hyatt  Legal  Services  cha 
founded  by  Ohio  attorney  a 
entrepreneur  Joel  Hyatt.  T 
link  between  tax  and  legal  s< 
vices  seemed  like  a  natur 
But  the  synergies  never  ma 
rialized:  Hyatt  offices  th 
were  joined  to  Block  offic 
didn't  generate  any  more  re\ 
nues  than  did  freestandii 
ones.  In  1987,  Block  sold 
SO',  share  of  the  compar 
Block  Management  Co.,  ba 
to  Joel  Hyatt  and  priva 
investors. 

Henry  Bloch  makes  no  ap 
ogies  for  such  duds.  "We' 
been  very  careful  in  selectii 
the  right  size  companies, 
that  if  it  doesn't  work  out 
and  so  many  acquisitions  doi 
work  out — it  won't  hurt  us 
he  says.  To  his  credit,  thoug 
Bloch  struck  pay  dirt  with  t 
company's  1980  purchase 
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CompuServe  Inc.,  then  a  small  comput 
time-sharing  company  that  later  expar 
ed  into  data-base  services  and  softwa 
products.  CompuServe  revenues  ai 
earnings  grew  at  24.0' <  and  41.3%  co 
pound  annual  rates,  respectively,  \ 
tween  1980  and  1990.  And  CompuServe- 
network  is  already  transmitting  most 
Block's  electronic  tax  filings  to  the  IR 
Meanwhile,  with  Hi 
Block's  strong  balan 
sheet  and  a  $150  milli 
war  chest,  both  Hen 
and  Thomas  say  they 
still  looking  around  f 
new  acquisitions.  But 
their  record  so  f 
shows,  taxes  are  s 
one  of  the  only  two  c 
tainties  around. 

By  James  E.  Ellis 
Kansas  City 
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OR  WHY  THE  TRIP  FROM 
ROCKFORD  TO  PARIS  IN 
1991  IS  MUCH  SIMPLER 
THAN  IT  USED  TO  BE 

Ihis  may  be  the  age  of 
wide-body  aircraft,  re- 
Iplete  with  sleeper  seats, 
airborne  entertainment  systems, 
and  in-flight  amenities  kits  filled 
with  designer  colognes,  but  we 
haven't  yet  closed  the  chapter  on 
regional,  or  commuter,  airlines 
that  offer  none  of  the  above. 

In  fact,  turboprop  planes  with 
fewer  than  20  seats  don't  even 
have  a  lavatory  or  a  flight  atten- 
dant aboard.  Though  some  peo- 
ple still  call  them  "puddle 
jumpers,"  commuter  airlines  are 
alive  and  prospering.  Today, 
there  are  about  140  commuter 
carriers  operating  in  the  United 


States;  recently  released  Regional  Airline 
Association  (RAA)  figures  show  they  tal- 
lied about  4.5  million  departures  in  1990. 

Since  the  Airline  Deregulation  Act  of 
1978,  the  passenger  growth  of  commuter 
airlines  has  more  than  tripled.  According  to 
the  RAA,  more  than  40  million  passengers 
traveled  on  commuter  airlines  last 
year — which  translates  to  about  10%  of  the 
total  domestic  traffic.  "In  the  past  decade, 
passenger  boardings  have  increased  at  sev- 
en to  nine  percent  a  year,"  says  Deborah 
McElroy,  vice-president  of  the  RAA.  This 
is,  in  part,  due  to  the  many  mergers  of  ma- 
jor air  carriers  that  left  some  communities 
without  adequate  air  serv  ice.  The  majors 
concentrated  on  long-haul  and  high-densi- 
ty routes,  which  produced  more  revenue, 
and  cut  their  service  to  less-profitable 
short-haul  markets.  Many  commuter  air- 
lines stepped  in  to  fill  the  void. 

But  they  did  more  than  that.  "Com- 
muter airlines  are  often  the  perfect  busi- 
ness tool,"  sa\s  McElroy.  "In  many  cases 
business  travelers  can  depart  and  return 
the  same  day.  There  are  no  hotel  costs,  no 
three-  or  four-hour  drives.  The  average 
flying  time  on  a  commuter  carrier  is  forty- 
five  minutes.  Our  main  competitor  is  the 
automobile." 

Henson  Aviation,  one  of  the  ten  region 
als  that  operate  as  USAir  Express,  has 
many  such  short-hop  flights.  Washing- 
ton/National to  Philadelphia  takes  about 
45  minutes.  Tampa  to  Jacksonville  and 
Tampa  to  West  Palm  Beach  each  take 
about  an  hour.  "We're  an  extension  of  the 
USAir  fleet,"  explains  Jim  Hanson,  manag- 
er of  future  scheduling  for  Henson.  By  de- 
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ploying  a  fleet  of  DeHav- 
illand  Dash  8,  37-seat  air- 
planes and  DeHavilland 
Dash  7,  50-seaters,  Hen- 
son is  able  to  offer  more 
frequent  service  between 
pairs  of  cities  that 
wouldn't  be  profitable  for 
a  carrier  using  larger 
equipment. 

Service  frequency  is,  in 
many  cases,  a  key  factor  to 
the  success  of  a  commuter 
carrier.  "If  we  used  a  727, 
which  carries  one  hundred 
forty-eight  passengers,  be- 
tween Chicago/O'Hare 
and  Fort  Wayne,"  explains 
Ed  Martelle  of  American 
Eagle,  "we  would  probably  fill  it  once  a 
day.  Instead  we  use  an  ATR  42,  a  46-seat 
plane  and  offer  five  flights  a  day.  We  are  of- 
fering a  greater  number  of  seats,  and  we  are 
able  to  give  people  options — morning,  af- 
ternoon, and  evening  flights." 

In  many  markets  the  frequency  is  even 
greater.  Between  Rockford,  Illinois  and 
O'Hare,  American  Eagle  operates  ten 
flights  daily.  The  43-minute  hop  is  so  pop- 
ular, says  Martelle,  that  bus  ridership  has 
dropped  by  60%.  "In  the  Caribbean  we 
are  the  bus  line,"  he  quips.  "We  operate 
twenty-one  flights  a  day  between  San 
Juan  and  St.  Thomas." 

M™oving  people  to  and  from  smaller 
cities — travelers  who  might  other- 
wise have  to  take  the  bus  or 
drive — is  only  half  the  reason  for  the  phe- 
nomenal growth  of  commuter  carriers. 
The  chief  factor  for  their  success  in  recent 
years  has  been  the  major  airlines'  hub  and 
spoke  concept. 

American  Airlines,  for  example,  uses 
Dallas/Fort  Worth  and  Raleigh-Durham 
among  its  seven  hub  cities,  or  central  de- 
parture points.  United  counts  Chicago  and 
Washington/Dulles  among  its  four  hubs, 
and  I'SAir  does  the  same  with  Pittsburgh 
and  Charlotte.  From  these  hubs,  airlines 
are  able  to  focus  on  operating  to  and  from 
other  major  cities  on  their  route  system. 
However,  to  make  the  hub-and-spoke 
idea  work  and  to  fill  all  those  wide-body 
aircraft,  commuter  carriers  are  needed  as 
additional  spokes  or  feeder  airlines  to 
bring  people  in  from  the  outlying  areas. 
That's  where  an  equally  profitable- 


marketing  relationship  between  the 
jors  and  the  smaller  players — known  I 
code-sharing — takes  over.  Under  a  codB 
share  arrangement,  the  commuter  partnl 
becomes  an  essential  adjunct  to  the  ml. 
jor  carrier.  Air  Wisconsin,  for  example 
one  of  the  nation's  largest  commuter  cai 
riers,  has  a  code-share  agreement  wi 
United  Airlines.  "A  business  travel 
from  Appleton,  Wisconsin,  can  go 
Tokyo  without  ever  changing  terminals 
explains  Air  Wisconsin  vice-preside 
Jack  Mason.   Although  the  majority 
the  commuter  airlines  are  unaffiliate 
with  the  majors,  the  top  ten  all  cot 
share  or  are  owned  by  a  major  airline. 

Code-share  agreements  also  make  senj 
economically.  In  most  cases  there  are  joil 
fares  between  partner  carriers  that  c;| 
mean  a  substantial  savings  for  traveleii 
The  coach  fare  for  a  one-way  trip  on  Unit< 
Airlines  from  Detroit  to  Denver,  with  a  co 
necting  flight  on  United  Express  from  De 
ver  to  Aspen,  was  $487  a  few  weeks  ag 
However,  a  passenger  traveling  on  Ame 
can  to  Denver,  then  connecting  to  the  san 
United  Express  flight  to  Aspen,  paid  $570 

Savings  may  also  be  seen  when  the  rj 
gional  leg  of  the  trip  comes  first.  In  ma^ 
cases  the  fare  between  a  smaller  commurl 
ty  and  the  final  destination  is  common  ra 
ed.  or  priced  the  same  as  the  fare  from  tl  : 
closest  major  city,  so  passengers  end  t  lie 
flying  with  the  commuter  partner  free.  F  ; 
example,  the  fare  on  American  Airlin 
from  Chicago  to  Paris  was  $1,099.  The  cc 
from  Rockford  to  O'Hare  on  American  E 
gle,  with  a  connecting  flight  on  Americ; 
Airlines  to  Paris,  was  also  $1,099. 

To  sweeten  the  deal  even  more,  passe  is 
gers  can  accrue  frequent-flyer  miles —  V 
segments  or  credits — for  the  entire  tri 
with  the  commuter  leg  counting  as  if  i 
v\  ere  taken  on  i Ik-  major  partner. 

hese  new  alliances  have  become 
important  to  the  financial  success 
the  partner  carriers  that  in  son 
cases  the  major  airline  owns  that  cor 
muter  partner  outright.  Similarly,  the  hoi 
ing  company  that  owns  American  Airlin 
also  ow  ns  fiv  e  of  the  carrier's  six  commut 
partners  that  operate  under  the  banner  ! 
American  Eagle.  Four  of  the  commuter 
operating  as  USAir  Express  are  who) 
owned  subsidiaries  of  USAir.  Continent!} 
w  hich  began  purchasing  commuter  airlin 
in  1987,  has  now  consolidated  its  small 
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ners,  which  once  listed  Britt,  Bar  Har- 
and  Rocky  Mountain,  into  one  head- 
failed  Continental  Express, 
'he  remaining  commuter  partners — 
>e  not  owned  by  major  carriers — are 
designated  with  the  major  carriers' 
■letter  identification  codes.  For  exam- 
a  flight  operated  by  Air  Midwest  from 
sas  City,  Missouri,  to  Lincoln,  Nebras- 
ihows  the  two-letter  code  "US"  on  the 
st,  on  all  airline  computer  reservations 
;ms,  on  printed  airline  timetables,  and 
lirport  departure  screens,  because  Air 
west  is  a  commuter  partner  of  USAir. 
i  some  cases,  a  traveler  may  not  know 
the  actual  carrier  is  until  boarding  the 
it,  and  even  then  it  may  take  a  sharp 
The  name  on  the  tail  of  that  Lincoln- 
tid  plane  reads,  "USAir  Express."  In 
Her  letters,  on  the  side  of  the  fuselage, 
ads,  "Operated  by  Air  Midwest."  An 
erated  by  Air  Wisconsin"  sign  is  visi- 
)n  the  same  craft  that  bears  the  "Unit- 
express"  sign.  But  there  are  plenty  of 
:ptions.  Atlantic  Southeast  Airlines's 
es,  for  example,  bear  the  name  ASA, 
no  mention  of  Delta  as  their  code- 
%  partner.  On  Northwest's  commuter 
lers  it  varies.  Some  planes  show  only 
name  of  the  umbrella  Northwest  Air- 
others  also  include  the  name  of  the 
/idual  partner  operating  the  flight, 
few  airlines  eliminate  any  confusion 
it  whether  a  passenger  will  be  board- 
t  major  carrier  or  a  regional.  But  they 
o  subtly.  For  example,  normally,  the 
ber  of  digits  in  a  flight  number  pro- 
5  no  clues  on  this  question.  But  TWA 
gnates  all  of  its  commuter  flights, 
vn  as  Trans  World  Express  (TWE), 
four-digit  flight  numbers  as  opposed 
iree-digit  flight  numbers,  which  de- 
a  TWA  jet  flight.  American  identifies 
merican  Eagle  flights  with  an  eagle 
x>l  printed  next  to  the  city  column  in 
'stem  timetables;  also,  the  major  part- 
akes flight  numbers  between  1  and 
,  while  the  commuter  takes  numbers 
een  3200  and  5799. 
le  code-share  concept  may  be  a  mar- 
made  in  heaven  for  the  partner  air- 
,  but  it  is  often  thought  of  less  loving- 
y  unsuspecting  travelers  who  are 
ish  about  flying  in  propeller-driven 
es  with,  in  some  cases,  fewer  seats 
their  dining  room  table, 
assumed  the  plane  from  Los  Angeles 
xnard  would  be  smaller  than  the  one 


These  are  just  some  of  the  numbers  that  identify  the 
planes  in  VARIG's  vast  fleet.  Latin  American  carriers  have 
recently  ordered  38  new  aircraft— 29  of  these  were  ordered 
by  VARIG. 

All  of  our  equipment  is  maintained  with  the  newest,  most 
effective  technologies  available  today.  All  are  enthusiastically 
endorsed  by  not  only  VARIG's  legion  of  passengers,  but  by 
our  pilots  and  crews  as  well. 

VARIG  flies  throughout  South  America  and  to  no  less  than 
43  cities  in  33  countries  on  5  continents  and  is  one  of  the 
world's  20  largest  airlines. 

Together  all  these  impressive  numbers  add  up  to  VARIG, 
the  number  one  airline  among  business  travelers  to  Brazil, 
who  demand  and  appreciate  excellence. 

Everything  you  wished  an  airline  was,  VARIG  is.  We  serve 
Brazil,  the  rest  of  South  America  and  Japan  with  31  flights  a 
week  from  North  America. 


VUWRIG 


The  World  Class  Airline  of  Brazil. 
Since  1927. 
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Residence  Inn  is  nc 

Please  excuse  the  flag  waving,  but  we  now  have  over  160  locations  acr 
the  country  Designed  for  extended  stays,  our  rooms  are  50%  larger  have  i 
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3catedin42  states. 


?ns  and  in  most  rooms,  a  fireplace.  To  reserve  your  room  at 
05*  a  night,  call  800-331-3131.  And  get  the  42  star  treatment. 


The  extended 
stay  hotel. 
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from  Chicago  to  Los  Angeles."  says  one 
traveler.  "But  1  didn't  realize  it  would 
have  only  nineteen  seats." 

According  to  the  Department  of  Trans- 
portation (DOT i.  such  things  are  not  sup- 
posed to  happen.  The  DOT  requires  air- 
lines and  travel  agents  to  advise  passengers 
that  their  flights  are  operated  by  code-shar- 
ing commuter  partners.  The  Official  Airline 
Guide  also  identifies  regional  flights  by 
printing  an  asterisk  next  to  the  flight  num- 
ber. Government  rules  and  published  data 
notwithstanding,  it's  best  to  ask  a  travel  or 
airline  reservation  agent  if  there  is  any 
doubt.  Even  when  travelers  know  the  con- 
necting flight  is  being  operated  by  a  com- 
muter carrier,  they  may  not  know  what  kind 
of  airplane  w  ill  be  used,  unless  they  ask. 

T  rav  elers  may  also  be  unsure  of  w  hat 
kind  of  in-flight  sen  ice  to  expect  on  com- 
muter airlines.  Depending  on  the  type  of 
aircraft  and  the  duration  of  the  flight,  most 
commuters  serve  bev  erages  on  trips  of  30 
minutes  or  more;  some  even  serve  meals 
on  flights  ov  er  40  minutes.  Since  aisles  are 
narrow,  drinks  and  food  are  usually  dis- 
pensed from  a  hand-held  tray  rather  than 
a  serv  ing  cart.  Though  there  are  excep- 
tions, most  airplanes  with  fewer  than  14 
seats  don't  hav  e  a  galley  and.  therefore,  do 
not  serve  any  refreshments. 

I'nderseat  and  overhead  storage  space 
may  be  at  a  premium  on  the  smaller  craft: 
here.  too.  ev  ery  thing  depends  on  the  pre- 
cise size  of  the  plane.  Larger  planes,  such 
as  a  64-seat  BAe  ATP  or  a  50-seat  Fokker 
F-27,  hav  e  overhead  bins.  The  less  com- 
monly used  13-seat  Beechcraft  and  9-seat 
Cessna  do  not.  An  ATR  72  can  accommo- 
date a  standard  size  carry-on  bag  under 
the  seat:  a  Beechcraft  cannot. 

As  the  amount  of  commuter  airline  ser- 
vice increases  and  equipment  is  updated, 
some  of  the  negativ  es  associated  w  ith  small 
airplanes  are  beginning  to  fade  away  The 
new  turboprop  planes  are  less  cramped  and 
noisy.  Most  are  pressurized  so  they  don't 
have  to  fly  at  low,  bumpy  altitudes,  and  are 
roomier,  faster,  and  quieter. 

In  addition  to  making  aeronautical  im- 
provements, the  majority  of  carriers  are  con- 
tinually updating  and  adding  to  their  fleet. 
Continental  Express,  w  ith  a  roster  of  101 
aircraft,  boasts  an  average  age  of  less  than 
two  years.  ASA.  which  operates  primariK 
out  of  Atlanta  and  Dallas/Fort  Worth,  is 
continuing  to  add  Embraer  Brasilias.  a  30- 
passenger  turboprop  plane  that  can  fly  as 
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Major  Carrier 

Regional  Partner 

Regional  Hub  GtJ 

AMERICAN 

Command  Airways 
Executive  Airlines 
MetroFlight 
Nashville  Eagle 

Simmons  Airlines 
Wings  West 

New  Vork/JFK| 
San  J  uar  1 

Dallas/Fort  Yvortrf 
Miami.  Nashville  . 
Raleigh-Durhairl 

Chicago/O'HareJ 
Los  Angeles,  San  Jostfc 

CONTINENTAL 

Continental  Express 

Cleveland,  Denver! 
Houston,  Newarl-J 

DELTA 

ASA 
Business  Express 

Comair 
SkyWest 

Atlanta.  Dallas/Fort  Worth] 
Boston,  New  York'1 
LaGuardia,  Philadelphia! 

Cincinnati,  Orlandc] 
Los  Angeles,  Salt  Lake  CitU 

NORTHWEST 

Express  Airlines 

Horizon  Air 
Mesaba  Airlines 
Northeast  Express 
Precision  Airlines 

Memphis.  Milwaukeel 
Minneapolis 

Seattle! 

Detroit,  Minneapolis 
Bostor 
Boston.  Newark 

New  York/LaGuardia 
Philadelphia 


PAN  AM 

I  \YA 


UNITED 


I  fSAIR 


Pan  Am  Express 

Jet  Express 

Metro  Air  Northeast 
Trans  States  Airlines 

Air  Wisconsin 

Aspen  Airways 
Mesa  Airlines 

WesrAir 


Air  Midwest 
Allegheny  Commuter  Airlines 

CCAir 
Chautauqua  Airlines 
Commutair 
Crown  Airways 
Henson  Aviation 

Jetstream  International  Airlines 
Pennsylv  ania  Airlines 

StatesWest  Airlines 


Miami.  New 


New  York/JFK. 
Washington/Nationa 

Boston.  New  York/JFK 
St.  Louis 

C  h  i  cago/O '  H  a  re, 
Washington/Dulles 

Denvei 

Albuquerque.  Denver. 

Phoenix 

Los  Angeles.  Portland, 
San  Francisco.  Seattle, 
Washington/Dulles 

Kansas  City 
Baltimore.  Philadelphia. 

Pittsburgh 

Charlotte 
Pittsburgh 
Albany,  Syracuse 
Pittsburgh 
Baltimore,  Charlotte. 
Philadelphi: 

Dayton,  IndianapoF 
Baltimore.  Philadelphi 
Pittsburg 

Los  Angeles,  San  Francisco 


high  as  32.000  feet.  "It's  the  Porsche  of  pro- 
peller planes."  says  ASA  regional  sales  man- 
ager Rob  Gustafson. 

USAir  Express,  which  already  has  a 
fleet  of  224  aircraft,  is  expecting  delivery 
of  11  more  small  planes — and  has  options 
on  8  more  Dash  8s.  American  Eagle  has 
options  for  an  additional  240  new  planes, 
including  the  Saab  2000.  a  50-seat  high- 
speed turboprop,  as  well  as  a  Jet  Stream 
Super  31,  a  19-seater  that  is  specially  de- 
signed with  a  lavatory. 


Adding  new  equipment  and  phasing 
the  old  not  only  adds  an  element  of  comf< 
but  contributes  to  safety  as  well.  Accordi 
to  the  National  Transportation  Safe 
Board,  commuter  air  carriers  in  the  I  nit 
States  were  involved  in  14  accidents  I; 
year — the  lowest  number  ever  recorded. 

As  one  commuter  airline  vice-preside 
proclaims.  "Regionals  no  longer  opera 
hand-me-down  airplanes.  Today's  passe 
ger  demands  quality  and  that's  what  \ 
are  prov  iding." 
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Bhen  Pamela  Stottman  was 
I  hired  by  the  Oklahoma 
City-based  C.  R.  Anthony 
Co.,  the  department  store 
1  had  no  set  travel  policy, 
iuyers  would  go  to  New  York  and  be 
ered  throughout  Manhattan,"  recalls 
man,  an  executive  secretary,  who,  to- 
er  with  an  associate,  also  oversees 
1  for  the  firm.  "So  we  weren't  getting 
;rred  rates  based  on  the  number  of 
1  nights."  Working  with  her  travel 
t,  Jeanne  Tallet  of  Travel  Agents  In- 
itional,  Stottman  negotiated  a  corpo- 
rate with  the  Shelburne  hotel, 
t's  a  great  rate  for  Manhattan,  the  ho- 
i  convenient  to  the  garment  district, 
the  buyers  get  a  free  breakfast  to 
,"  she  says.  "They  tease  me  about  be- 
i  penny-pincher,  but  no  one  has  com- 
led  about  the  accommodations." 
ith  the  recession  sparing  few  indus- 
,  Corporate  America  is  becoming  in- 
iingly  concerned  about  how  its  travel 
rs  are  being  spent.  Unlike  the  recent 
ly  publicized  increases  in  airfares,  ho- 
asts  rarely  rate  mention  on  front  pages 
>s  the  country,  much  less  the  evening 
s.  But  for  many  business 
elers,  hotel 


costs  represent  a  relatively  painless  way  to 
improve  the  bottom  line. 

"In  many  cities  you  can  cut  your  hotel 
costs  in  half  without  sacrificing  comfort," 
says  Rosemary  Chung  of  Executive  Travel 
Advisors  in  San  Antonio. 

Look  at  it  this  way:  A  four-night  stay  in 
a  hotel  that  charges  $150  instead  of  $200 
per  night  will  pay  for  half  of  a  $400  round- 
trip  airfare.  There  may  not  be  an  on-site 
health  spa  (then  again,  there  may),  but  if 
you  need  to  work  out,  you  can  always  jog 
around  the  block  a  few  times. 

At  many  travel-savvy  firms,  the  word  is 
already  out.  "Upper-level  management  is 
becoming  very  price  conscious,  while  low- 
er-level executives  are  staying  in  less  elab- 
orate accommodations  than  before,"  says 
Cathryne  Sundel,  hotel  coordinator  for  Di- 
rect Travel,  Inc.  in  New  York  City. 

While  many  deluxe  hotels  are  feeling 
the  effects  of  the  recession,  mid-priced 
properties  are  enjoying  something  of  a 
boom.  IIBR  Hotels  is  a  chain  of  San  Fran- 
cisco properties  that  caters  to  the  budget- 
conscious  business  traveler.  Revenues  at 
its  five  properties  were  up  44%  during  the 
ist  seven  months  of  UW0, 
compared  to  a  year  earlier,  ac- 
cording to  Gary  Zodrow,  ex- 
ecutive vice-president.  At 
UBR's  York  hotel,  business 
travelers  now  account  for 
35%  of  occupants,  up  from 
20%  two  years  ago. 

For  their  part,  hotels 
^■Lirc  undertaking  a  number 
^  jtt'>;  of  strategies  to  lure  the 

JV  business  traveler.  Omni 

!|L  wk\  '  '"' c'v  '"'  <--\.iui|>U  has 

t  extended  its  popular 

"Emotional  Rescue" 
reduced  weekend  rates 

,  For  travelers  seeding 
!  economy,  the  Midland 
hotel  in  Chicago  (left) 
i  an  el  the  Sheraton 
Denver  Tech  Center  (above) 
are  prime  choices. 


to  midweek  at 
selected  properties.  The 
rates,  which  range  from  $59  to  $99  per 
room,  per  night,  represent  discounts  of  30% 
to  50%  off  regular  midweek  tariffs,  says 
Omni  spokesperson  Stephanie  Seacord. 

Other  hotels  are  extending  corporate 
rate  guarantees  to  additional  properties, 
holding  the  line  on  rate  increases,  or  offer- 
ing full  service  for  more  moderate  charges. 

Radisson  Hotels,  for  example,  recently 
introduced  its  Worldw  ide  Hospitality  Pro- 
gram, w  hich  guarantees  discounts  of  up  to 
20%  off  its  corporate  rates,  based  on  vol- 
ume. And  the  negotiated  rate  is  good  at 
any  Radisson  worldwide,  according  to 
Tom  Storey,  executive  v  ice-president  of 
sales  and  marketing.  (The  corporate  rate 
at  most  hotels  is  usually  10%  to  15%  less 
than  the  published  rate.) 

Hilton  Hotels,  moderately  priced  in 
most  cities,  has  limited  its  rate  increases  to 
only  3%  to  5%  over  those  in  1990.  This  is 
the  smallest  increase  in  five  years,  accord- 
ing to  Michael  Ribero,  senior  vice-presi- 
dent, marketing. 

In  an  informal  survey,  travel  agents  na- 
tionwide were  asked  to  select  their  favorite 
mid-priced  hotels  in  11  major  U.S.  cities. 
Although  the  definition  of  a  mid-priced  ho- 
tel v  aries  from  city  to  city,  most  of  the  ho- 
tels that  made  the  list  offer  the  types  of  ser- 
vices the  business  traveler  has  come  to 
expect.  Where  quoted,  corporate  rates  are 
av  ailable  for  the  asking,  and  do  not  require 
a  minimum  number  of  room  nights.  All 
rates  are  subject  to  change  and  availability. 

ATLANTA 

Castlegate  (formerly  the  Radisson 
Inn).  A  convention  hotel  three  miles  north 
of  downtown  .Atlanta.  Individual  travelers 
can  take  advantage  of  the  hotel's  corporate 
rate  of  $65  for  singles,  $75  for  doubles. 
Call  800-824-8657  or  404-351-6100. 

Nikko  Atlanta.  A  plush  property  in 
Atlanta's  Buckhead  section.  The  on-site 
executive  business  center  offers  com- 
plete support  services.  The  per-room  cor- 
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TakeUsToPlay 


Delta  is  your  perfect  playmate.  Flying  you  to  playgrounds  like 
Bermuda,  the  Bahamas  and  the  Caribbean.  To  32  international  destinations  on 
three  continents,  no  airline  goes  farther  to  make  you  feel  at  home. 
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TakeUsToPay 


The  American  Express®  Card  assures  you  of  a  warm  reception  in  the 
land  of  blue  skies,  turquoise  water  and  sunny  dispositions.  Because  wherever 
Delta  takes  you,  American  Express  will  take  care  of  you. 


Don't  Leave  Home  without  It.5 


porate  rate  is  $135.  Call  800-NIKKO-LS 
01  404-505-8100. 

Radisson  Atlanta.  'This  business  hotel 
is  in  the  heart  of  downtown  Atlanta,  one 
block  from  Peachtree  Center  and  six 
blocks  from  the  Ccorgia  World  Congress 
Center.  The  per-room  corporate  rate  is 
$99.  Call  800-333-3333  or  404-659-6500. 

BOSTON 

Chandler  Inn.  A  small  (56  rooms) 
property  at  the  edge  of  Boston's  historic 
Hack  Bay.  Caters  to  the  budget-minded 
business  traveler  with  single  rates  begin- 
ning at  $59,  doubles  at  $69,  including  con- 
tinental breakfast.  Call  800-842-3450  or 
617-482-3450. 

Copley  Square.  An  intimate,  Euro- 
pean-style hostelry  located  in  the  center 
of  Back  Bay.  Now  celebrating  its  100th 
birthday,  this  lodging  has  undergone  three 
renovations  in  the  past  eight  years.  Rates 
begin  at  $%  for  singles,  $108  for  doubles. 
Call  800  225-7062  or  617-536-9000. 

Midtown.  A  full-service  property  with 
affordable  rates.  Business  amenities  in- 
clude 24-hour  laundry,  on-site  business 
and  meeting  rooms,  and  free  indoor  park- 
ing. Single  rates  begin  at  $85,  doubles  at 
$95.  Call  800-343-1177  or  617-262-1000. 

CHICAGO 

Blackstone.  Known  as  Chicago's 
"Home  of  Presidents"  and  listed  on  the 
National  Register  of  Historic  Places. 
Amenities  include  ontinental  breakfast 
and  welcome  cockt..:!.  Single  rates  begin 
at  $75,  doubles  at  $85  ( :.ill  800-622-6330. 

Essex  Inn  on  Gran)  Park.  A  high-rise 
business  hotel  on  Chic.  ;o's  Michigan  Av- 
enue. 1  he  per-room  corporate  rate  is  $75. 
•  .all  800-621-6909 or 312-791-1901. 

Midland.  Features  an  intimate,  Euro- 
pean-style ambience.  Guests  enjoy  a  daily 
breakfast  buffet  and  complimentary 
evening  cocktail  hour.  Single  rates  begin 
at  $150,  doubles  at  $170.  Call  800-621- 
2360  or  3 12-332- 1200. 


Philadelphia 's 

[fashionable  Warwick  hotel  (left)  keeps  rates 
\low  as  does  die  Shelburne  Murray  Hill  in 
New  York  (right)  and  the  Adam's  Mark  in 
Houston  (next  page). 

DALLAS 

Dallas  Marriott  Quorum.  In  the 

heart  of  Big  D,  a  full-service  property 
featuring  free  parking,  a  health  club,  and 
transportation  from  area  airports.  The 
single-room  corporate  rate  is  $125,  dou- 
bles at  $135.  The  weekday  per-room  su- 
per-saver rate  (subject  to  availability)  is 
$1 10.  Call  800-228-0200  or  214-661-2800. 

Doubletree  at  Lincoln  Centre.  In  the 
Galleria  section  of  north  Dallas.  A  high- 
rise  business  property  with  amenities  that 
include  complimentary  buffet  breakfast,  a 
health  club  with  a  Jacuzzi.  Corporate  rates 
begin  at  $104  lor  singles,  $1 14  for  doubles. 
Call  214-034-8400. 

Omni  Melrose.  Five  minutes  from  the 
Dallas  Market  Center  and  I  n  f  o  m  a  r  t . 
Through  April,  the  hotel's  $70  per-room 
"Emotional  Rescue"  weekend  promotion 
has  been  extended  to  midweek.  Call  800- 
THE-OMNI  or  214-521-5151. 

DENVER 

Kxecutive  Tower  Inn.  A  high-rise- 
business  hotel  just  two  blocks  from  his- 
toric Larimer  Square  in  downtown  Den- 
ver. Corporate  rates  begin  at  $75  for  sin- 
gles, $80  for  doubles.  Call  800-525-6651  or 
303-571-0300. 

Loews  Giorgio.  Serving  cappuccino 
and  espresso  at  breakfast  and  afternoon 
w  ine  and  biscotti,  this  is  a  little  bit  of  Italy 
at  the  foot  of  the  Rockies.  Other  ameni- 
ties include  airport  transportation  and  ac- 
cess to  the  nearby  Cherry  Creek  Sporting 
Club.  Per-room  corporate  rates  begin  at 
$80.  Call  800-223-0888  or  303-782-0300. 

Sheraton  Denver  Tech  Center.  Lo- 
cated near  the  Denver  lech  Center,  just 
15  minutes  south  of  downtow  n.  The  per- 
room  corporate  rate  is  $102.  Call  800-552- 
7030  or  303-770-1  100. 

HOUSTON 
Adam's  Mark.  Highlighted  by  the 
multistory  f  ountain  Court  atrium.  An  on- 
site  health  spa  includes  indoor  and  out- 


door pools,  sauna,  Jacuzzi,  and  exerciif 
room.  Corporate  rates  begin  at  $105  fi, 
singles,  $120  for  doubles.  Call  800-44ftl 
ADAM  or  713-078-7400. 

Holiday  Inn  Crowne  Plaza.  I}- 
Houston's  tony  Galleria  district.  Amefll 
ties  include  in-room  work  areas  and  an  ii| 
door  health  spa  with  pool,  saun 
whirlpool,  and  weight  room.  Per-roo 
corporate  rates  begin  at  $94.  Call  800-32'j 
6213  or  713-961-7272 

Sofitel  Houston.  A  European-sty 
property  just  minutes  from  Houston's  I: 
tercontinental  Airport.  Rooms  feature  p 
riod  reproduction  furnishings,  Fren 
soaps,  and  brandy  snifters  instead  of  on 
nary  glassware.  Corporate  rates  begin 
$105  for  singles,  $120  for  doubles.  C 
800-231-4612  or  713-445-9000 

LOS  ANGELES 
Holiday  Inn  Crowne  Plaza  Los  Ar| 
geles  International  Airport.  Minutfl; 
from  LAX.  Features  such  in-room  amen 
ties  as  separate  work  areas,  full-lengt 
mirrors,  and  phones  with  extra-long  cord 
The  per-room  "Great  Rate"  is  $98.  Ca 
800-HOLIDAY  or  213-642-7500. 

Ma  Maison  Sofitel.  A  Furopean-styl 
stopping  place  with  such  amenities  £  :. 
French  cosmetics,  multiline  telephone 
and  a  complete  fitness  club.  Also  home  ( 
the  famous  Ma  Maison  restaurant.  Pe 
room  corporate  rates  begin  at  $149.  Ca 
800-221-4542  or  213-278-5444. 

Sportsmen's  Lodge.  Minutes  froi 
Beverly  Hills  and  downtown  Los  Angele 
A  relaxing  atmosphere  complemented  b 
a  swan-filled  lagoon  and  country  furnisl  ; 
ings.  The  per-room  corporate  rate  starts  . 
$87.  Call  800-821-851 1  or  800-821-1625. 


NEW  YORK 


Gramercy  Park.  In  a  residential  neigl 
borhood  between  midtow  n  and  Wall  Stree 
this  European-style  property  overlook 
New  York's  only  private  park  (just  ask  thi 
doorman  for  the  key).  An  added  attractio 
is  the  hotel's  eclectic  group  of  live-in  guest 
For  those  planning  less  permanent  stay/ 
single  rates  begin  at  $125,  doubles  at  $13< 
Call  800-221-4083  or  212-475-4320. 

I  loliday  Inn  JFK  Airport.  For  trave 
ers  w  ho  can  avoid  Manhattan.  Busine^ 
amenities  include  in-room  work  areas,  aii 
port  transportation,  and  a  multilingu 
staff.  The  per-room  "Great  Rate"  is  $10zj 
( lall  800-1 IOLIDAY  or  718-659-0200. 


5,'. 


IL  ADVERTISING  SECTION 


TOKYU  HOTELS  JAPAN 


lelburne  Murray  Hill.  Located  on 
ngton  Avenue  between  37th  and  38th 
ts  and  convenient  to  midtown.  Every 
i  includes  a  full  kitchen,  complete 
refrigerator,  toaster,  and  coffeemaker. 
le  rates  begin  at  $175,  doubles  at 
Call  212-689-5200. 

PHILADELPHIA 
dependence  Park  Inn.  An  intimate 
ng  listed  on  the  National  Register  of 
>ric  Places.  Located  just  a  few  blocks 

Independence  Mall  downtown,  the 
offers  breakfast  afternoon  tea,  and  a 
-enclosed  courtyard.  Corporate  rates 
l  at  $1 10  for  singles,  $120  for  doubles. 
300-624-2988  or  215-922-4443. 
itham.  In  the  heart  of  the  city's  busi- 

government,  and  financial  districts. 
European-style  property  recently  un- 
ent  a  $1  million  renovation.  Room 
begin  at  $130  for  singles,  $150  for  dou- 
Call  800-528-4261  or  215-563-7474. 
arvvick.  Just  a  block  from  Ritten- 
s  Square.  An  on-site  business  center 
irises  secretarial,  copying,  and  fax  ser- 
i,  as  well  as  a  personal  computer, 

quotes,  and  private  meeting  rooms, 
oom  corporate  rates  begin  at  $95.  Call 
S23-4210  or  215-735-6000. 

SAN  FRANCISCO 
ifitel  San  Francisco  Bay.  In  subur- 
Redwood  City,  seven  miles  from  the 
rt  and  under  45  minutes  from  down- 
there  is  European  ambience  over- 
ng  San  Francisco  Bay.  Per-room  cor- 
te  rates  begin  at  $110.  Call  800- 
1542  or  415-598-9000. 
intage  Court.  Two  blocks  from 
m  Square,  services  include  compli- 
:ary  morning  limousine  transportation 
le  nearby  financial  district.  Other 
lities  include  a  daily  wine  cocktail 
in  the  lobby  and  same-day  valet  ser- 
Per-room  corporate  rate  is  $99.  Call 
i54-l  100. 

)rk.  A  completely  renovated  landmark 
ed  on  the  edge  of  Nob  Hill.  Services 
ide  continental  breakfast,  a  bilingual 


staff,  one-day  laundry  and  valet  services, 
and  hair  dryers,  ironing  boards,  and  irons. 
Per-room  corporate  rates  begin  at  $87.  Call 
800-227-3608  or  415-885-6800. 

WASHINGTON,  D.C. 

Inn  at  Foggy  Bottom.  An  intimate, 
all-suite  inn  located  in  the  midst  of  the 
fashionable  Foggy  Bottom  district.  Conve- 
nient to  most  business  and  government 
offices.  Room  rates  begin  at  $95  for  sin- 
gles, $105  for  doubles.  Call  800-426-4455 
or  202-337-6620. 

Omni  Georgetown.  Newly  renovated 
and  located  in  one  of  the  city's  nicest 
neighborhoods.  In-room  business  ameni- 
ties consist  of  work  areas  with  executive- 
size  desks,  three  telephones,  and  sitting 
areas.  The  hotel's  $69  per-room  "Emo- 
tional Rescue"  weekend  promotion  has 
been  extended  to  midweek.  Call  800- 
THE-OMNI  or  202-293-3100. 

Quality  Capitol  Hill.  In  the  heart  of 
the  nation's  capitol  and  within  easy  walk- 
ing distance  of  many  government  offices. 
Room  rates  begin  at  $108  for  singles,  $123 
for  doubles.  Call  800-228-5151  or  202- 
638-1616.  SZ 


NOTE 

e  Frequent  Traveler"  of November  26,  1990,  contained  incorrect  information  regarding 
Mr.  The  USAir  Frequent  Traveler  Program  offers  an  affinity  card,  carries  an  elite  level, 
'places  a  time  limit  on  award  certificates  of  one  year  from  the  elate  of  issue  for  conversion  to 
t  and  one  year  to  use  the  ticket.  The  program  also  has  seven  blackout  elates  in  1991,  and  of- 
firstelass  upgrades  at  $25  to  $75. 


The  Heart 
of 

the  Matter 


They  say  "the  way  to  a  man's  heart  is 

through  his  stomach." 

Whether  you're  a  gourmet  or  gourmand; 
if  you  like  rich  French,  succulent  Chinese, 
or  fresh  Japanese  cuisine,  or,  on  the  other 
hand,  if  you  are  on  a  no  salt,  low  sugar  or 
vegetarian  diet,  you'll  delight  in  the  tasty 
menus  prepared  by  Executive  Chef  Karl 
Hoermann.  Karl,  who  learned  his  trade 
in  Salzburg,  and  perfected  his  skills  in  five- 
star  establishments  all  over  Europe,  now 
runs  the  best  hotel  restaurants  in  Tokyo. 
At  the  Tokyu  Hotels'  flagship,  the  Capitol 
Tokyu!  His  dishes  are  fit  for  royal  ban- 
quets, business  lunches,  family  dinners  as 
well  as  for  weight-watching  fashion  mod- 
els. Karl  gets  to  the  heart  of  the  matter. 


CAPITOL  TOKYU  HOTEL 

10-3,  Nagata-cho,  2-chome,  Chiyoda-ku,  Tokyo  JAPAN 
Tel:  (03)  3581-4511.  Telex  2223605  THCCAP  J 


Sales  Offices  New  York  800-822-0016. 

Los  Angeles  800-624-5068. 

London  071-493-2585.  Tokyo  03-3264-4436 

Distinguished  Hotels/Robert  F  Warner,  Inc. 

for  the  Capitol  Tokyu  and  Kyoto  Tokyu, 

Utell  International  for  all  Tokyu  Hotels. 

Delton  Reservations  Offices. 
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Well-known  Set 


Did  you  know  that  Hamburg.  Zurich  and  Budapest  are 
Scandinavian  cities? It  s  true.  Connecting  through  Copen- 
hagen. Scandinavian  Airlines,  together  with  our  airline 
partners,  serves  every  major  city  in  continental  Europe. 
If  'hat  s  more,  we  offer  you  our  unique  EuroClass  services 
every  step  of  the  way 

From  Moscow  to  Madrid.  EuroClass  means  business. 
Tailored  to  the  needs  of  business  travelers.  EuroClass 
places  a  variety  of  time-saving  services  at  your  disposal. 

For  easy  European  travel  that  is  all  you  need  to  know. 
If  you  would  like  to  learn  how  we  do  it,  read  on.  You  11 
soon  see  how  SAS  EuroClass  will  make  your  business 
travel  more  productive  and  enjoyable. 

Seamless  business  travel 

At  SAS  we  know  your  final  destination  is  not  a  foreign 
airport  terminal.  Your  final  destination  is  home,  having 
successfully  achieved  your  business  goals.  That  s  why 
SAS  provides  vou  with  service  throughout  your  trip, 
on  the  ground  as  well  as  in  the  air.  From  hotels  to  rental 
cars,  secretarial  services  to  cellular  phones— we  11 
arrange  everything. 

Fly  with  us-stay  with  us 

SAS  has  established  a  worldwide  network  of  SAS 
Business  Hotels.  You'll  find  one  at  almost  every  destina- 
tion we  serve.  All  hotels  are  centrally  located  and  provide 
ambience  and  resources  tailored  to  your  needs. 

Your  relaxation  is  well  provided  for.  but  if  you  need  to 
work,  most  of  our  hotels  feature  a  Business  Service  Cen- 
ter providing  a  full  range  of  secretarial  services,  faxes. 
PCs  etc . . .  You'll  also  find  someone  right  in  the  hotel  to 
handle  any  last-minute  change  in  travel  plans.  As  a  Euro- 
Class  passenger,  you'll  be  entitled  to  a  10°o  discount  on 
regular  room  rates. 

Earn  Continental  or 
United  frequent  flyer  miles 

Flv  now.  play  later.  When  you  fly  SAS.  you  earn  fre- 
quent flyer  miles  for  your  transatlantic  flight  with  either 
Continental's  One  Pass  s  or  United's  Mileage  Plus  5 
frequent  flyer  programs. 

First  Class  upgrade  within  the  U.S. 

SAS  flies  daily  nonstops  to  Copenhagen  from  Newark. 
Los  Angeles*  and  Seattle**.  From  Chicago,  we  offer  6 
Copenhagen  nonstops  a  week.  Stockholm  and  Oslo  daily 
nonstops  are  also  available  out  of  Newark. 

If  vou're  not  near  one  of  our  principal  L.S.  airports— 
don't  worry.  SAS  will  arrange  your  connecting  flight  on 
Continental.  Delta.  United  or  USAir.  You  pay  EuroClass 
through-fares  and  fly  First  Class  to  Newark. 

Fly  through  Copenhagen  Airport 

Considered  one  of  Europe's  most  modern  and  comfort- 
able airports.  Copenhagen  is  built  for  people  as  much  as 
for  planes.  In  addition  to  the  EuroClass  Lounge,  it  offers 


cities 


you  no  less  than  11  restaurants,  bars  and  cafeterias  to  re- 
lax in.  And  you'll  find  the  tax-free  prices  at  the  airport's 
27  specialty  shops  are  among  the  lowest  in  Europe. 

Fast  and  convenient  to  all  of  Europe 

Wherever  you're  heading,  SAS  will  fly  you  nonstop  from 
our  principal  U.S.  airports  to  our  hub  in  Copenhagen  for 
a  quick  connection  to  your  European  destination.  Our 
computer  system  helps  keep  the  walking  distance  to  your 
onward  flight  as  short  as  possible. 

When  your  business  takes  you  to  Eastern  Europe, 
you'll  find  we  have  connections  to  Riga,  Warsaw,  Prague, 
Belgrade,  Zagreb  and  Budapest.  And,  of  course,  if  you 
are  traveling  to  Oslo  or  Stockholm  there  is  no  better 
way  than  SAS's  daily  nonstop  flights  from  Newark. 

Travel  network  within  Europe 

Book  all  your  travel  within  Europe  through  SAS.  Joint 
flight  schedules  with  our  partners  Swissair,  Finnair  and 
Austrian  form  a  "domestic"  network  linking  all  of 
Europe's  major  business  centers.  By  pooling  resources, 
we  provide  you  with  seamless  SAS  EuroClass  caliber 
service  even  if  you're  flying  with  one  of  our  partners. 

Europe's  most  punctual  airline 

For  the  past  10  years,  SAS  has  averaged  the  best  on-time 
performance  for  intra-European  flights.  No  wonder 
European  business  travelers  have  made  SAS  the  business 
airline  of  choice  for  over  40  years. 

Take  the  "lug"  out  of  luggage 

Your  bags  are  always  checked  through  to  your  European 
destination.  In  Scandinavia  you  can  often  check  in  to 
your  SAS  hotel  from  the  airport.  Your  luggage  will  be 
delivered  directly  to  your  room  — leaving  your  hands  free. 
When  you  leave,  check  in  for  your  flight  from  the  hotel 
lobby.  Again,  we  take  care  of  your  luggage,  delivering  it 
right  to  your  plane. 

24-hour  global  hot  line 

We  are  always  available,  around  the  clock,  wherever 

you  fly  with  us.  Call  our  global  hot  line  at  ( +45 ) 

33  14  75  55.  We'll  make  the  arrangements  you  require. 

Make  your  next  trip  a  success 

If  you  are  flying  to  Europe,  book  with  SAS  and  receive 
as  many  or  as  few  of  our  EuroClass  services  as  you  choose. 
It  is  the  best  way  to  ensure  a  productive  and  enjoyable 
trip  overseas.  You  or  your  travel  agent  can  arrange  every- 
thing with  one  toll-free  call.  Dial  1-800-221-2350. 

•  Effective  Mm  22,  1991  "  Effective  May  06,  1991 
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Renting  the  Unexpected 

REGION  IS  RELEVANT  WHEN  A  BUSINESS 
TRAVELER  GOES  MOBILE 


tow  than  nor 
that  many  of 
nies  offer  spe 
answer  the  ca 

even  a  bit  mo 


business  travelers  who  some- 
les  find  themselves  in  unfamil- 
territory.  or  off  on  assignment 
:h  far  more  bags  or  people  to 
lormal.  it  is  well  worth  noting 


whose  sole  purpose  is 
v  easier — and  mavbe 


Depending  on  location  and  season, 
rental  agencies  from  coast  to  coast  offer 
such  untraditional  vehicles  as  jeeps  and 
other  four-wheel-drive  vehicles:  7-.  9-.  and 
15-passenger  vans:  convertibles:  sports 
cars;  and  in  some  cases,  even  pickup 
trucks. 

For  example,  at  Alamo  I  SOO-327-%35  >. 
where  there  is  universal  unlimited  free 
mileage,  customers  are  likely  to  find  the 
four-wheel-drive  Mitsubishi  Montero  in 
such  cities  serving  major  ski  areas  as  Den- 
ver. Salt  Lake  City.  Boise.  Albuquerque. 
Aspen,  and  Reno.  Prices  average  564.99 
(excluding  any  taxes  and  insurance  op- 
tions i  per  day  and  S262.99  for  the  week  in 
Albuquerque  and  S72.99  daily  and 
5278.99  weekly  in  Aspen.  The  company 
also  offers  such  convertibles  as  the  Pontiac 
Sunbird  and  GEO  Metro  in  many  warm- 
weather  locations.  In  Jacksonv  ille.  Florida, 
for  instance,  a  convertible  runs  559.99  a 
day:  in  Maui.  549.99. 

Avis's  (800-331-1212)  four-wheel-drive 
vehicles  include  Chevy  Blazers  and  Jeep 
Cherokees.  These  are  available  Novem- 
ber through  March  in  such  locations  as 
Denver.  Boise,  and  Reno.  Av  is  also  offers 
minivans  that  seat  up  to  15  passengers, 
available  year-round  in  most  major  cities. 
These  vehicles  include  the  Dodge  Cara- 
van. Chevy  Astro.  Plymouth  Voyager,  and 
the  Dodge  Grand  Caravan.  A  sample  rate 
for  a  minivan  is  5238  a  week  with  unlir:  it- 
ed  free  miles  in  Phoenix.  Besides  the 
aforementioned  wheels.  Avis  also  stocks 
fleets  of  stylish  conv  ertibles,  including  the 
Oldsmobile  Cutlass  Supreme.  Pontiac 
Sunbird.  and  Chry  sler  LeBaron.  available 
vear-round  in  all  Florida  and  Hawaii  loca- 


ost  branches  in  Califor- 
nia. Arizona,  and  the  Carolinas.  Prices 
range  from  5249  a  week  in  San  Diego  with 
1.050  free  miles  and  20c  for  each  addition- 
al mile  to  5396  a  week  in  Hilton  Head. 
South  Carolina,  with  700  free  miles  and 
20c  for  each  additional  mile. 

At  Budget  (800-527-0700),  callers 
should  ask  for  the  Special  Serv  ices  Desk 
when  try  ing  to  rent  what  the  company 
calls  "specialty  equipment."  Operators 
can  offer  information  on  what  kinds  of  ve- 
hicles are  av  ailable  in  which  locations.  For 
example,  in  Denver,  mountain-bound  cus- 
tomers can  rent  ski  racks  for  53.50  a  day. 
In  Buffalo.  Budget  offers  such  unusual 
equipment  as  a  Chevy-made  "Conversion 
Van,"  which  seats  seven  adults  and  comes 
with  carpeting,  a  15-inch  color  TV  set,  and 
four  captain  s  chairs.  The  vehicle  costs 
589.95  a  day  w  ith  100  free  miles  and  25c 
for  each  additional  mile.  In  Miami,  it's 
ev  en  possible  to  rent  a  GMC  pickup  truck 
for  538  a  day  and  19c  a  mile. 

Travelers  heading  for  sunny  climes  can 
choose  the  Pontiac  Sunbird  in  Hawaii  and 
the  Chrysler  LeBaron  in  Los  Angeles. 
Phoenix,  and  Miami.  Budget  also  features 
a  number  of  luxury  convertibles,  the 
broadest  range  of  which  is  available 
through  the  Beverly  Hills  Car  Collection 
(213-274-9175).  It  costs  5189  per  week  to 
rent  a  LeBaron  in  Miami,  w  hile  in  Bev  erly 
Hills  the  new  Acura  NSX  sports  car  goes 
for  a  cool  5450  a  day  plus  50c  a  mile. 

At  Hertz  (800-654-3131).  the  four- 
wheelers  of  choice  include  the  Ford  Ex- 


at  5369  a 
in  Chicas 


The  Dodge  Shadow 

e)  and  Chevy  Lumina  APY 
art  available  in  a  number  of 

.  cities. 

orer.  Mazda  Nav  ajo,  an 
;he\-y  Blazer,  all  of  which  at 
ivailabie  during  peak  seaso 
in  many  mountain  town 
Prices  are  5269  a  week  i 
Denv  er  and  5279  a  week  i 
Lake  City,  both  with  unlin 
leage.  From  mid-spring  i 
tz  provides  a  choice  of  th 
ar  or  Mazda  MPV  minivan 
k  in  Dallas  and  5359  a  w 
oth  with  unlimited  mil 
Convertibles  are  also  a  seasonal  feature 
several  U.S.  cities  at  such  rates  as  5229 
week  in  Reno  and  5260  a  week  in  Pa 
land.  Oregon,  each  with  unlimited  fr 
mileage. 

National  '  800-328-4567 )  features  si 
minivans  as  the  Chevy  Lumina  a 
Oldsmobile  Silhouette,  available  °S) 
ly  ev  erywhere."  says  a  company  repn 
tative.  Weekly  rental  rates  are  5269.99 
Tucson,  and  5349.99  in  Boston,  each 
unlimited  free  mileage.  Convertibi 
w  hile  available  in  most  locations  in  Fl 
da.  Hawaii,  and  Los  Angeles,  are  also 
fered  at  some  branches,  including  Chid 
go.  Dallas.  Hartford.  Washington.  D.C 
and  Atlanta.  Sample  convertible  costs  ai 
5309.99  a  week  in  Columbia.  South  Ca 
olina.  and  5359.99  a  week  in  San  Diegi 
each  w  ith  unlimited  free  mileage. 

Specialtv  equipment  at  Thrifty  (1 
FOR-CARS)  which  is  owned  by  Chrys 
includes  the  Mitsubishi  Montero, 
Chrysler  LeBaron  and  Dodge  Shadoi 
convertibles,  as  well  as  the  Plymouth  Vo| 
ager.  Dodge  Caravan,  and  Dodge  Max] 
wagon.  Prices  for  a  convertible  range  tn 
5244.65  per  week  in  Sarasota.  Florida, 
5279.65  weekly  in  Los  Angeles,  in; 
case  with  no  charge  for  mileage.  The 
passenger  Dodge  Maxiwagon  runs  fn 
5549.77  a  week  with  700  free  miles 
30c  each  additional  mile  in  Houston 
5449.95  a  week  in  Seattle  with  700 
miles  and  37c  for  each  additional  mile. 
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Avis  Preferred  Express 

Speed 
Renting. 


THE  FASTEST  WAY  TO  RENT  FROM 
THE  EMPLOYEE-OWNERS  OF  AVIS 

How  fast  is  Avis'  Preferred  Express5 
service?  It's  non-stop.  No  counters. 
No  paperwork.  No  hassles.  When 
you  arrive  at  your  destination,  just 
get  off  the  plane,  board  the  first 
Avis  courtesy  bus  you  see,  and  we'll 
whisk  you  right  to  the  car  you 
reserved.  Non-stop.  The  keys  and  a 
rental  agreement 
confirming  your 
charges  will  be 
inside  waiting 
for  you. 
Don't  wait 
longer.  Join 
the  Avis  Preferred  Renter5" 
Program  now  and  enjoy  the 
convenience  of  Preferred 
Express  service.  An  enrollment 
application  and  fee  are 
required.  Then,  as  a  member, 
#.       M  vou  can  automatically  receive 
Preferred  Express  service  at  over 
30  major  U.S.  airport  locations. 

At  Avis,  "We're  trying  harder  than 
ever"  means  faster  than  ever  for  you. 

AVIS 

We're  trying  harder  than  ever.SM 


She'll  get  you  from 

Sydney  to  Bangkok  to  Budapest. 

And  even  help  you  pack. 


Linda  has  been  known  to  go  out  of  her  way  when 
she  makes  a  reservation.  She  not  only  gets  you 
from  point  A  to  point  B,  she  can  also  point  out  the 
weather,  and  if  you'll  need  a  sweater  for  cool 
nights  or  shorts  for  balmy  days.  Or  she  might 
advise  you  to  pack  something  formal  for  that  four- 
star  restaurant  in  Milan.  Now.  we  don't  always 
expect  Linda  to  go  this  far.  She  does  it  because 
she  wants  to  make  your  trip  memorable.  It's  a 
desire  shared  by  everyone  at  Lufthansa.  We  like 
to  think  of  it  as  a  passion.  One  you  feel  at  30.000 
feet  or  before  you  even  leave  the  ground.  A 
passion  for  perfection1"  that  ensures  you  the 
best  flying  experience  possible. 


A  passion  for  perfection. 


Lufthansa 


Lulthansa  is  a  participant  in  the  mileage  programs  or  United  Delta. 
USAir  and  Continental  See  your  Travel  Agent  for  details 
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IRMINATING 

IE  'MEDICAL  ARMS  RACE* 


tospitals'  capital  spending  soars,  medicare  grows  tightfisted 


ach  day,  357  of  the  nation's  1  mil- 
lion hospital  beds  lie  empty.  With 
that  sort  of  overcapacity,  you'd 

hospitals  would  be  cutting  back  on 
ruction  and  equipment  purchases, 
ad,  medical  facilities  are  spending 
is  on  capital  improvements — every- 

from  the  latest  in  scanning  tech- 
y  to  artworks  for  pri- 

rooms — designed  to 
it  patients.  And  all  of 
investment,  needed  or 
s  subsidized  by  the  fed- 
fovernment,  "We've  set 
system  that  in  no  way 
'ds  prudent  behavior," 
Gail  R.  Wilensky,  chief 
e  Health  Care  Financ- 
\dministration  (HCFA), 
i  runs  medicare.  "In 

the  more  you  spend, 
lore  you  get." 
w,  Washington  is  put- 
ts foot  down.  Medicare, 
i  over  the  past  five 

has  paid  $26  billion — 
)f  hospitals'  capital  in- 
lent — wants  to  tie  its 
dies  to  occupancy  rath- 
an  outlays.  The  HCFA 
proposed  regulations 
would  change  the  way 
government  reimburses 
tals  for  interest  and  depreciation  on 
ruction  and  equipment  purchases, 
•ules  will  go  into  effect  on  Oct.  1 
s  Congress  blocks  them.  Wilensky 
the  change  will  end  a  federally  fi- 
sd  "medical  arms  race." 
ient  inequities.  Hospitals  contend 
•ules  would  force 

institutions  now 
lg  worthwhile  in- 
lents  into  insolven- 
The  regulations 
lordinately  reward 
facilities  and 

others — and  not 
sarily  on  the  basis 
"iciency,"  says  Wil- 
J.  Cox,  a  lobbyist 
le  Catholic  Health 
nation  of  the  U.  S. 
rrently,  the  gov- 
ent  pays  85%  of  a 


hospital's  capital  costs  attributable  to 
medicare.  If  medicare  patients  account 
for  half  of  a  hospital's  business,  the  gov- 
ernment will  pay  42.57' — 857  of  507 — of 
capital  outlays.  And  it  doesn't  much  mat- 
ter what  the  money  buys,  hcfa  pays  as 
willingly  for  a  lobby  waterfall  as  for  an 
inner-city  emergency  room. 


WILENSKY:  THE  SYSTEM  "IN  NO  WAY  REWARDS  PRUDENT  BEHAVIOR 


MEDICARE'S  RISING 
CONSTRUCTION  BILLS 


U.S.  GOVERNMENT  PAYMENTS 

APPROXIMATELY  40%  OF 
HOSPITAL  CAPITAL  OUTLAYS 

0 

'85  '86  '87  '88  '89  '90 
A  BILLIONS  OF  DOLLARS 


DATA  HEALTH  CARL  FINANCING  ADMINISTRATION 


Under  the  new  system,  the  govern- 
ment would  pay  a  hospital  an  annual 
fixed  amount  for  each  medicare  patient 
it  serves.  A  hospital  with  low  capital 
costs  could  use  the  money  for  other 
things.  A  facility  that  wants  to  spend 
more  would  have  to  find  other  financing. 

Wilensky's  goal  is  to 
encourage  hospitals 
with  low  occupancy  to 
merge  or  share  equip- 
ment. Now,  many  facili- 
ties, knowing  that  medi- 
care will  pick  up  much 
of  the  tab,  often  seek  to 
attract  doctors  by  buy- 
ing expensive  technol- 
ogy. Capital  expendi- 
tures drive  up  costs 
throughout  the  system, 
Wilensky  argues,  be- 
cause the  hospital  must 


hire  new  staff  to  tend  the  equipment. 

The  result  is  higher  health  costs,  for 
private  insurers  as  well  as  for  the  gov- 
ernment. "We  have  found  business  lead- 
ers very  supportive,"  Wilensky  says. 
"They  understand  that  getting  incen- 
tives for  hospitals  to  buy  more  prudently 
is  in  their  interest." 

But  the  hospital  industry  and  its  fi- 
nancial advisers  say  there's  no  need  to 
revise  the  reimbursement  system.  Since 
1983,  when  medicare  began  cutting  pay- 
ments for  inpatient  services,  hospitals 
have  shortened  stays  and  shifted  treat- 
ment to  outpatient  settings.  As  a  result, 
they  say,  the  annual  rise  in  per-case  cap- 
ital reimbursement  already  has  slowed. 
'TOO  blunt.'  Worse,  hospital  representa- 
tives argue,  changing  the  reimburse- 
ment formula  could  prove  disastrous  for 
some  well-run  facilities. 
That's  because,  they  say, 
the  proposed  system  would 
not  take  into  account  the 
worthiness  of  projects.  "This 
is  a  blunt  instrument  that 
could  be  too  blunt,"  says  Mi- 
chael Colopy,  director  of  the 
Health  Care  Financing 
Study  Group,  sponsored  by 
the  securities  industry. 

At  Good  Samaritan  Hospi- 
tal in  Suffern,  N.  Y.,  Sister 
Joan  Regan,  its  president,  is 
worried.  In  1986,  the  hospi- 
tal began  an  $80  million  ren- 
ovation and  expansion  after 
two  local  hospitals  closed. 
Sister  Regan  says  that  in 
the  first  year  of  the  new 
rules,  Good  Samaritan, 
which  broke  even  last  year, 
will  get  $238,000  less  from 
medicare  than  it  expected 
when  it  incurred  the  debt. 
Hospitals  that  plan  to  borrow  in  the 
future  also  could  face  difficulties.  "To 
the  extent  that  the  regulations  create 
uncertainty,  it  could  make  borrowing 
more  expensive,"  says  Nancy  Rubini, 
vice-president  of  the  health  finance 
group  of  Standard  &  Poor's  Corp. 

The  hospital  industry  persuaded  Con- 
gress to  stop  two  pi'oposed  capital-in- 
vestment regulations  in  1986  and  1987. 
But  it's  doubtful  that  lobbyists  will  do  as 
well  this  time.  Even  the  industry  admits 
that  Wilensky  has  gone  a  long  way  to 
compromise,  such  as  agreeing  to  a  10- 
year  phase-in. 

Besides,  hospitals  know  that  medicare 
could  take  a  more  draconian  approach.  If 
costs  continue  to  soar,  the  government 
could  require  approval  for  each  new 
project.  That  really  would  be  tough 
medicine  to  swallow. 

By  Susan  B.  Garland  in  Washington 
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Osborne /McGraw-Hill  Computer  Books  Are  Available  At  These  Fine  Stores 


ARIZONA 

Phoenix,  AZ 
Computer  Exchange 

(602)  861-1388 

Tempe,  AZ 
Computer  Library 

(602)  820-0458 

CALIFORNIA 

Burbank,  CA 
PC  Book  Nook 

(818)567-0016 

Citrus  Heights.  CA 
Tower  Books 

(916) 961-7202 

Cupertino,  CA 
A  Clean,  Well-Lighted 
Place  For  Books 

(408)  255-7600 

Computer  Literacy 
Bookshops 

(408) 973-9955 

Stacey's  Bookstore 

(408)  253-7521 

Hollywood,  CA 
OPAMP  Technical  Books 

(213)464-4322 

Irvine,  CA 
Irvine  Sci-Tech  Books 

(714)733-1002 

Long  Beach,  CA 
Forty  Niner  Shops  -  CSULB 

(213)  985-5096 

Los  Angeles 
ASUCLA  Students  Store 

(213)206-0763 

UCLA  LUVALLE  Commons 
Bookstore 

(213)825-4014 

Modesto.  CA 
Stacey's  Bookstore 

(209)527-7120 

Mountain  View.  CA 
Printer's  Inc.  Bookstore 

(415)961-8500 

Palo  Alto  CA 
Printer's  Inc  Bookstore 

(415)327-6500 

Stacey's  Bookstore 

(415)  326-0681 

Stanford  Bookstore 

(415)  327-3680 

Sacramento,  CA 
Tower  Books/Watt  Ave 

(916)  481-6600 

Tower  Books/Broadway 

(916)444-6688 

San  Diego.  CA 
BYTE  &  Floppy 
Computers,  Inc 

(619) 571-9013 

San  Francisco.  CA 
Stacey's  Bookstore 

(415)421-4687 


San  Jose,  CA 
Computer  Literacy  Bookshops 

(408)  435-1118 

Stanford,  CA 
Stanford  Bookstore 

(415)  329-1217 

Sunnyvale,  CA 
Computer  Literacy  Bookshops 

(408)  730-9955 

COLORADO 

Denver,  CO 
Auraria  Book  Center 

(303) 556-3230 

The  Tattered  Cover 

(303) 322-7727 

CONNECTICUT 

Old  Greenwich,  CT 
Eagle  Bay  Computer 

(203) 637-4307 

Storrs,  CT 
UCONN  CO-OP 

(203) 486-5027 

DELAWARE 

Newark,  DE 
McMahon  Books 

(302) 366-7575 

University  Bookstore 

(302)451-2637 

Wilmington,  DE 
Bookland 

(302) 475-6311 

DISTRICT  OF  COLUMBIA 

Washington,  DC 
Reiter's  Scientific  & 
Prolessional  Books 

(202) 223-3327 
(800)  537-4314 

FLORIDA 

Coral  Gables,  FL 
Bookworks,  Inc. 

(305) 661-5080 

Gainesville.  FL 
Goerings  Book  Center 

(904)  378-0363 

Orlando.  FL 
CDS  Computers 

(407) 657-4009 

Sarasota,  FL 
Paperback  Booksmith 

(813)922-5000 

GEORGIA 

Atlanta,  GA 
Oxford  Bookstore 

(404) 364-2700 

Marietta,  GA 
MicroCenter 

(404)859-1543 

HAWAII 

Honolulu,  HI 
Honolulu  Book  Shops.  Ltd. 

(808) 537-6224 

IDAHO 

Moscow.  ID 
University  of  Idaho  Bookstore 

(208) 885-7038 


ILLINOIS 

Chicago.  IL 
Kroch's  &  Brentano's 

(312) 332-7500 
(800)  833-BOOK 

University  of  Chicago  Bookstore 

(312)  702-7712 

INDIANA 

Indianapolis,  IN 
Horizon  Books 

(317)879-2050 

KENTUCKY 

Lexington,  KY 
Kennedy  Bookstore 

(606)  252-0331 

MAINE 

So  Portland,  ME 
Booksmith  of  Maine  Mall 

(207)  775-5955 

MARYLAND 

College  Park,  MD 
Maryland  Book  Exchange 

(301)927-2510 

MASSACHUSETTS 

Boston.  MA 
Charlesbank  Bookshop  at 
Boston  University 

(617)  236-7415 

Lauriat's  at  Copley  Place 

(617)262-8858 

Burlington.  MA 
Lauriat's  at  Burlington  Mall 

(617)272-7806 

SoftPro 

(617)  273-2919 

Cambridge,  MA 
Harvard  CO-OP 

(617)492-1000 

MIT  CO-OP  at  Kendall  Square 

(617)491-4230 

Quantum  Books 

(617)494-5042 

MINNESOTA 

Minneapolis,  MN 
Baxter's  Books 

(612)339-4922 

NEW  HAMPSHIRE 

Salem,  NH 
Booksmith  ot  Rockingham  Mall 

(603) 894-5641 

So  Nashua.  NH 
Booksmith  of  Pheasant  Lane  Mall 

(603)891-1044 

Lauriat's  at  Pheasant 
Lane  Mall 

(603)  891-1520 

NEW  JERSEY 

Hightstown.  NJ 
McGraw-Hill  Bookstore 

(609)  426-5750 

New  Brunswick,  NJ 
Rutger's  University  Bookstore 

(201) 246-8448 

Plainsboro,  NJ 
Cover  to  Cover 

(609)  734-9233 


Princeton,  NJ 
Princeton  University  Bookstore 

(609) 921-8500 

NEW  YORK 

New  York'  NY 
Barnes  &  Noble 

105  5th  Avenue 
(212)  807-0099 

Classic  Bookshops,  Store  61 

Avenue  of  the  Americas 
(212)  221-2252 

Classic  Bookshops,  Store  37 

World  Trade  Center 
(212)466-0668 

Columbia  University  Bookstore 

2926  Broadway 
(212)  854-4131 

McGraw-Hill  Bookstore 

1221  Avenue  ot  the  Americas 
(212)  512-4100 

NYU  Bookstore 

18  Washington  Place 
(212)  998-4667 

Papyrus  Books 

295  Broadway 
(212)  222-3350 

Tower  Books 

383  Lafayette 
(212)  228-5100 

Rochester,  NY 
Total  Information 

(716) 254-0621 

Rome,  NY 
Video  Computer  Center 

(315)  336-0266 

OHIO 

Beachwood,  OH 
Booksellers 

(216) 831-5035 

Chagrin  Falls,  OH 
inside  Story  Book  Shop 

(216) 543-8168 

Cincinnati,  OH 
University  of  Cincinnati 
Bookstore 

(513)  556-1800 

Columbus,  OH 
Longs  Bookstore 

(614)294-4674 

MicroCenter 

(614)481-4403 

Ohio  State  University 
Bookstore 

(614)  292-2991 

Dayton,  OH 
Books  and  Company 

(513)  298-6540 
(800) 777-4881 

Wilkies 

(513)  223-2541 

Wright  State  University 

(513)  873-2875 

Fairborn,  OH 
Wilkies 

(513)  429-1677 


Hudson,  OH 
Adamy  Books 

(216)653-2665 

Miamisburg,  OH 
Wilkies 

(513)434-8821 

North  Olmsted,  OH 
Upgrade  Computer 
Supra  Store 

(216)  734-4755 

Rocky  River.  OH 
Booksellers 

(216) 333-7828 

Westerville,  OH 
MicroCenter 

(614)794-4403 

OREGON 

Portland,  OR 
Powell's  Technical  Bookstore 

(503) 228-3906 
(800) 225-6911 

PENNSYLVANIA 

King  of  Prussia,  PA 
Gene's  Books 

(215)265-6210 

Pittsburgh,  PA 
University  of  Pittsburgh 
Book  Center 

(412)  648-1452 

TEXAS 

Austin,  TX 
University  CO-OP 

(512)476-7211 

Dallas.  TX 
PRNT  Bookstore 

(214)746-3625 

Taylor's  Technical  Books 

(214)239-8324 

Denton.  TX 
University  Store 

(817) 565-2592 

Houston,  TX 
Brown  Book  Shop 

(713)  652-3937 

VIRGINIA 

Blacksburg.  VA 
University  Bookstore, 
VATech. 

(703) 231-5991 

WASHINGTON 

Bellevue,  WA 
Tower  Books 

(206)  451-1110 

Seattle.  WA 
Elliott  Bay  Book 
Company 

(206) 624-6600 

University  Bookstore 

(206) 634-3400 
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advanced  commands,  this 
outstandmgguidetoBorlands 
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ISBN:  0-07-881679-3 
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Complete  Reference 

by  Karen  L  Acerson 

Known  at  the  "WordPer- 
fect Bible",  this  top  seller 
covers  every  WordPerfect 
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menu  item  from  A  to  Z. 

$24.95, 1327  pp. 
A  Quality  Paperback 
ISBN:  0-07-881634-3 
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Made  Easy 

by  Mary  Campbell 
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1-2-3  2.2  like  pros  in  no 
time.  Also  covers  Releases 
2.0  and  2.01 

$19.95,517  pp 

A  Quality  Paperback 
ISBN:  0-07-881554-1 
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THE  FUTURE 
OF  BANKING 

BANKS  MUST  BE  FREE — AND  WILLING— TO  CHANGE,  OR  THEY  MAY  DIE 


Want  a  revealing 
glimpse  at  the  fu- 
ture of  hanking  in 
America?  Consider 
the  tale  of  Stephen 
I).  Nygren.  In  1973, 
the  Atlanta  business- 
man and  a  partner 
scraped  together  their  savings,  got  a 
$25,000  loan  from  Trust  Co.  of  Atlanta, 
and  started  the  Pleasant  Peasant,  a 
trendy  eatery.  The  new  business  was  a 
smash.  But  cautious  local  banks  refused 
to  finance  expansion  beyond  the  first 
two  locations.  "We  had  to  find  a  way 
around  the  tyranny  of  the  banks,"  Ny- 
gren recalls. 

So  in  1988,  Nygren  found  an  equity 
partner,  New  York-based  Quantum  Res- 
taurant Group.  The  ultimate  source  of 
Quantum's  funds?  A  partnership  domi- 
nated by  the  likes  of  Prudential  Insur- 
ance Co.,  corporate  pension  funds,  and 
foreign  investors.  With  Quantum's  help, 
Nygren  now  manages  19  restaurants  in 
Atlanta  and  Washington,  with  annual 
sales  of  $20  million. 

Nygren  and  thousands  of  other  busi- 
ness executives  have  come  to  under- 
stand what  Congress  and  the  Bush  Ad- 
ministration are  just  beginning  to 
The  banking  industry,  at 
know  it,  is  dying.  Con- 
i  welter  of  regulations, 
banks  are  losing  their  most  lucrative 
markets.  This  has  helped  push  many  of 
them  into  a  frenzied  search  for  merger 
partners  as  the  industry  tries  to  reduce 
its  costly  overcapacity  (page  77). 
MINOR  PLAYERS.  Numerous  less-regulat- 
ed  nonbank  competitors  such  as  General 
Electric,  Sears  Roebuck,  General  Mo- 
tors, and  American  Express  now  offer  a 
wide  array  of  bank-like  services.  Corpo- 
rations, aided  by  Wall  Street,  are  selling 
ever-greater  volumes  of  commercial  pa- 
per, which  has  cut  into  banks'  short- 
term  corporate  borrowing  business. 
Commercial  credit  firms  and  insurance 
companies  are  actively  providing  long- 
term  financing.  And  money  market 
funds,  which  offer  better  yields  than  cer- 


grapple  with 
least  as  we 
strained  by 
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rates  of  deposit,  have  lured  away  a 
ge  share  of  banks'  deposit  base, 
anks  in  the  traditional  form  are  al- 
idy  obsolete,"  says  George  J.  Vojta, 
ef  strategist  at  Bankers  Trust  Co.  "If 
i  conduct  business  in  accordance  with 
'  legal  definition  [of  banks],  you  won't 
rvive." 

Banks  may  retain  their  domination  of 
few  niches  such  as  small-business 
ding  and  check  clearing.  But  eventu- 
fe,  most  of  today's  banks  will  be  just 
jther  set  of  participants  in  a  financial 
■vices  free-for-all  w  here  everyone  will 


be  able  to  invade  rival  turf.  The  leading 
figures  will  likely  not  be  sprawling  fi- 
nancial department  stores  but  highly 
successful  niche  players.  The  chief  bene- 
ficiaries will  be  borrowers,  savers,  and 
investors,  who  will  have  access  to  a  wid- 
er range  of  services  at  lower  prices. 

The  decline  in  banks'  dominance  of  fi- 
nance has  been  stunning.  In  1974,  377''  of 
all  financial-institution  assets  were  held 
by  banks.  By  1989,  they  had  lost  a  quar- 
ter of  their  share  as  their  slice  of  the 
market  plummeted  to  277'.  Even  in  their 
core  business — short-term  corporate 


lending — banks'  share  slumped  from 
nearly  807  in  1975  to  about  557  in  1989. 

(Especially  telling  has  been  the  dam- 
age to  the  bottom  line.  Bank  profitability 
has  been  declining  for  two  decades.  In 
1989,  according  to  banking  consultant 
David  C.  Cates,  the  10  largest  finance 
companies  earned  their  shareholders  a 
12.77  return  on  equity;  their  biggest 
bank  competitors  earned  a  paltry  0.47. 

The  combination  of  regulation  and  de- 
posit insurance  is  a  major  cause  of  the 
banks'  troubles.  Federal  deposit  insur- 
ance has  long  permitted  banks,  even 
badly  managed  ones,  to  attract  funds 
more  easily  than  nonbank  rivals.  Yet, 
the  commercial  paper  market  and  other 
nonbank  lending  facilities  siphoned  off 
some  of  the  best  lending  business. 
Meanwhile,  banks  have  been  prohibited 
from  selling  many  popular  financial 
products  such  as  insurance  and  mutual 
funds.  Banks  found  themselves  increas- 
ingly tempted  to  boost  shrinking  profits 
by  investing  deposits  in  high-margin,  but 
risky,  loans.  Their  portfolios  became 
crammed  with  Third  World  debt,  financ- 
ing for  leveraged  buyouts,  and  loans  to 
bankroll  real  estate  developments. 

Largely  because  of  a  passel  of  bad 
commercial  real  estate  loans,  banks 
earned  a  miserable  $16.6  billion  in  1990 
on  assets  of  $3.4  trillion.  Hundreds  of 
banks  have  failed,  which  has  gutted  the 
government's  bank  insurance  fund.  The 
fund  is  seeking  an  infusion  of  at  least 
$70  billion. 

The  banks'  sagging  fortunes  have  re- 
newed debate  in  Washington  about  how 
to  smooth  the  transition  of  the  financial 
services  industry  into  the  21st  century. 
The  Bush  Administration  has  proposed 
an  overhaul  of  the  banking  laws  that 
would  free  the  industry  from  many  of 
its  regulatory  shackles  and  reform  de- 
posit insurance.  "We  must  modernize 
our  banking  laws  to  deal  with  the  reality 
of  the  marketplace,"  declares  Treasury 
Secretary  Nicholas  F.  Brady. 

Far  broader  changes  in  deposit  insur- 
ance than  those  offered  by  the  Adminis- 
tration are  required.  Coverage  should  be 
sufficiently  reduced  so  that  the  banking 
industry  would  be  exposed  to  stronger 
market  forces  in  attracting  deposits. 
That  would  tend  to  weed  out  weaker 
banks  and  strengthen  the  survivors. 

Virtually  everyone  agrees  the  status 
quo  isn't  working.  "Without  reform  to 
deposit  insurance  and  bank  regulation," 
says  W.  Lee  Hoskins,  president  of  the 
Federal  Reserve  Bank  of  Cleveland, 
"banks  will  slowly  disappear  from  the 
financial  landscape  as  unregulated  firms 
take  more  and  more  of  their  business." 

The  Treasury's  reform  package, 
though,  is  unlikely  to  get  far  in  Con- 
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gress  this  year.  Many  banks  are  not 
waiting.  Several  money-center  banks  are 
seeking  to  make  significant  inroads  into 
Wall  Street's  investment  banking  turf. 
Others,  such  as  Banc  One  Corp.  in  Co- 
lumbus, Ohio,  are  reinvigorating  their 
branch  networks.  These  banks  see  the 
industry's  unparalleled  distribution  sys- 
tem as  ideal  for  selling  consumer  prod- 
ucts. Many  banks  are  poised  to  sell  ev- 
erything from  insurance  to  mutual 
funds  when  the  law  allows. 

These  moves,  though,  are  doing  little 
to  offset  the  broad  erosion  in  banks' 
core  franchises.  Most  serious  is  the  dam- 
age to  their  once  lucrative  commercial- 
lending  sector.  Banks  now  face  such  for- 
midable rivals  as  Teachers  Insurance  & 
Annuity  Assn.,  the  nation's  largest  pri- 
vate pension  fund,  which  has  lent  nearly 
a  quarter  of  its  $50  billion  portfolio  di- 
rectly to  corporations. 

Even  the  phone  company  is  jumping 
in.  American  Telephone  &  Telegraph 
Co.'s  seven-year-old  finance  unit,  AT&T 
Capital  Corp.,  already  has 
$5  billion  in  assets.  And 
it's  not  just  financing  the 
sale  of  telephone  equip- 
ment. It  is  bankrolling  air- 
craft and  automobile  leas- 
ing, energy  cogeneration 
projects,  and  broadcast  ac- 
quisitions. 

A  FLOOD.  Some  of  the  non- 
bank  lenders,  to  be  sure, 
have  not  been  immune  to 
the  sort  of  poor  credit  deci- 
sions that  have  waylaid 
banks.  General  Electric- 
Capital  Corp.  and  Westing- 
house  Credit  Corp.,  for  ex- 
ample, recently  wrote  off 
hundreds  of  millions  of 
dollars  in  bad  loans.  Yet 
nonbank  executives  still 
feel  they  have  a  big  edge. 
"Large  industrials  like 
AT&T  and  General  Electric 
have  more  credibility  be- 
cause there's  a  crisis  of 
confidence  in  banks,"  de- 
clares AT&T  Capital  Corp. 
CEO  Thomas  C.  Wajnert. 

Consumer  lending,  an- 
other of  banking's  very 
few  remaining  remunera- 
tive niches,  is  also  under 
attack.  These  days,  credit 
cards  make  up  30'  -  of  all 
consumer  borrowing,  aside 
from  mortgages.  But 
banks  are  rapidly  losing 
their  grip  on  this  business 
to  aggressive  competitors 
such  as  at&t's  Universal 
Card  and  Sears'  Discover 
Card.    In    its    first  12 


months,  AT&T  signed  up  8.5  million  card- 
holders, and  more  applicants  are  flood- 
ing in. 

Many  hank  loans,  such  as  credit-card 
receivables,  are  being  packaged  into  ac- 
tively traded  securities,  which  poses 
long-range  competitive  problems  for 
banks.  Securitization  has  been  made  pos- 
sible by  the  increasing  availability  of 
credit  information  in  computer-managed 
data  bases,  which  permits  the  creation 
of  packages  of  loans  with  predictable 
risks. 

Although  Wall  Street  firms  under- 
write and  trade  these  securities,  banks 
have  been  major  participants  in  securiti- 
zation. They  earn  packaging  fees.  And 
they  can  get  the  loans  off  their  books, 
making  room  for  new  loans.  "Securitiza- 
tion will  continue  to  expand,"  says  Bank- 
ers Trust's  Vojta.  "There  will  be  no  such 
thing  as  a  long-term  holder"  of  loans. 

Yet  by  permitting  lenders  to  originate 
and  quickly  dispose  of  loans,  securitiza- 
tion makes  it  much  easier  for  nonbanks 


DEPOSITS 


T.  ROWE  PRICE  Mutual  funds  are  among  the 
hottest  alternatives  for  consumers  who  are  tired  of  the 
meager  returns  offered  on  bank  deposits.  The  T.  Rowe 
Price  family  of  funds  has  grabbed  banking  business 
through  money  market  and  bond  funds.  Down  the  road, 
it  may  invest  in  consumer  debt  and  pools  of  small  busi- 
ness loans.  Access  to  ATMs  and  24-hour  phone  service 
are  other  possibilities.  But  Price  will  stay  away  from 
low-margin  checking.  "We'd  be  crazy  to  create  more 
check  volume,"  says  President  James  S.  Riepe. 


to  enter  the  lending  business.  Look  wha 
happened  to  savings  and  loans  after  fl 
nancial  wizards  figured  out  a  way  tl 
pool  home  loans  into  the  now-ubiquitoul 
Fannies,  Ginnies,  and  Freddies.  Half  c| 
all  home  loans  are  financed  with  morl 
gaged-backed  securities.  That  has  lurel 
banks  and  other  lenders  into  the  morl 
gage  business,  which  has  helped  erod* 
the  thrifts'  reason  for  existence. 

Foreign  banks  are  a  further  threat  tl 
U.  S.  banks.  Dallas-based  Oryx  Energi 
Co.,  the  nation's  largest  independent  oj 
and  gas  company,  ended  up  relyini 
heavily  on  foreign  banks  in  1990  to  has 
die  what  should  have  been  a  simple  deal 
Oryx  needed  to  borrow  $1.8  billion  i 
buy  back  a  large  block  of  its  stock,  bu 
U.  S.  regulations  curbing  loans  for  higl 
ly  leveraged  transactions  scared  man 
domestic  banks  away.  "Many  of  Amer  ■ 
ca's  banks  are  either  unwilling  or  unab 
to  participate  in  providing  the  financi; 
fuel  to  Corporate  America,"  says  Ory 
director  and  former  banker,  Charles  I 
Pistor  Jr. 

Banks'  easy  access 
deposits  is  being  enda: 
gered  by  a  growing  nur 
ber  of  nonbank  compe 
tors  that  offer  high* 
yields  and  better  service 
investors.  Money  fun 
now  hold  nearly  15% 
traditional  bank  deposit 
Nearly  all  of  these  fun 
allow  limited  withdrawa 
by  check.  As  regulatk 
eases  further,  mom 
funds  could  become  as  a 
cessible  as  any  checkin 
account,  possibly  offerir 
24-hour  telephone  acce: 
and  automatic  teller  link 
eyes  and  ears.  Baltimor 
based  T.  Rowe  Price  I 
vestment  Services  Inc. 
typical  of  the  mutual  fur 
companies  that  are  eatir 
into  banks'  traditional 
ent  base.  Its  money  fun< 
hold  about  $6  billion 
what  once  would  ha\ 
been  bank  savings 
counts,  up  from  $1.4  billk 
in  1980  and  $2.4  billion 
1985.  In  April,  the  averaj 
yield  for  taxable  mom 
market  mutual  funds  w; 
6.27'  vs.  5.59?  for  banks. 

Funds  can  offer  the: 
yields  because  they  have 
clear  cost  edge.  The  mut 
al  fund  company's  ov« 
head  is  80<t  a  year  for  e 
ery  $100  in  asset 
according  to  Price  Pre 
dent    James    S.  Riep 
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nkers,  who  must  pay  for  multiple 
inches  and  tellers,  run  up  expenses 
ative  to  deposits  that  often  are  three 
les  higher. 

Even  the  most  treasured  function  of 
nking,  its  role  as  a  key  instrument  of 
metary  policy,  no  longer  seems  as  as- 
red  as  it  once  was.  Historically,  banks 
ve  been  the  eyes,  ears,  and  arms  of 
>  Federal  Reserve.  The  Fed  creates 
iney  by  feeding  reserves — the  raw 
iff  from  which  loans  are  made — into 
nks.  As  lender  of  last  resort  in  a  fi- 
ncial  crisis,  the  Fed  uses  banks  as  its 
lduit. 

But  critics  say  banks  are  falling  down 
the  job.  Witness  the  current  reces- 
n.  Despite  repeated  interest  rate  cuts 
the  Fed,  banks  still  are  curtailing 
nmercial  lending,  which  has  made  it 
ire  difficult  for  the  central  bank  to 
I  the  credit  crunch.  Banks  "created  a 
hter  monetary  policy  than  we  intend- 
"  Fed  Chairman  Alan  Greenspan  told 
ngress. 

rhe  Fed,  though,  has  monetary  tools 
it  don't  involve  banks.  More  important 
in  setting  reserve  requirements  is  the 
d's  ability  to  inject  or  withdraw  mon- 
from  the  system  by  buying  and  sell- 
f  government  securities.  At  some 
mt,  the  central  bank  might  be  tempted 
invite  other  players,  such  as  commer- 
]  credit  companies  and  mutual  funds, 
join  the  payments  system  and  open 
;erve  accounts.  "If  somebody  took 
ay  banks  and  we  had  to  find  another 
,y  to  create  monetary  policy,  we'd  de- 
e  another  system,"  says  a  senior  Fed 
?icial.  "It's  not  impossible." 
aring  COSTS.  A  half-century-old  regu- 
ory  straitjacket  has  kept  banks  from 
sponding  effectively  to  the  many  chal- 
iges  they  face.  Banks  are  largely 
rred  from  the  securities,  insurance, 
d  real  estate  businesses.  Because  their 
)duct  line  is  limited,  banks  can't  maxi- 
ze  the  benefits  of  their  huge  branch 
tworks.  Regulation  adds  to  banks' 
;t  structure.  They  must  pay  hefty  and 
ing  deposit-insurance  premiums. 
Further,  unlike  the  big  finance  arms 
General  Electric  and  Westinghouse, 
nks  must  hold  reserves  against 
posits  at  the  Federal  Reserve, 
id  they  must  be  responsive  to 
^ulatory  oversight.  When  regu- 
;ors  voiced  their  uneasiness 
out  the  rising  volume  of  LBO 
ins  banks  were  making,  many 
nks  sharply  curtailed  lending 
I  highly  leveraged  transactions. 
Regulatory  reform  could  go  a 
lg  way  toward  making  the  bank- 
|  industry  more  competitive. 
ie  Brady  blueprint  would  elimi- 
te  many  of  the  barriers  that 
ep  banks  out  of  securities  un- 
rwriting,  insurance,  and  most 
nfinancial  businesses.  What  is 


CREDIT  CARDS 


AT&T  Will  AT&T  give  banks  a  run  for  their  money?  Its  Universal 
Card  is  a  hit,  and  its  young  finance  company  already  has  $5  billion  in  as- 
sets. There's  even  talk  of  an  AT&T  money  market  account.  "This  in- 
dustry needed  some  change,  and  we  invigorated  it.  In  the  long  run  it's  a 
benefit  to  the  consumer,"  says  Paul  G.  Kahn,  president  of  AT&T  Uni- 
versal Card  Services  Corp. 


really  needed,  though,  is  a  radical  over- 
haul of  deposit  insurance. 

Deposit  insurance  is  typically  regard- 
ed as  one  of  the  banking  industry's  most 
powerful  competitive  edges,  as  well  as  a 
government  subsidy  to  the  industry  that 
is  costing  $20  billion  a  year.  But,  in  fact 
it  has  had  a  pernicious  impact.  Essential- 
ly, deposit  insurance  has  shielded  the 
industry  from  market  discipline.  Since 
depositors  have  no  incentive  to  favor  one 
bank  over  another,  badly  managed 
banks,  even  some  near  insolvency,  have 
been  able  to  attract  deposits  as  easily  as 
healthy,  well-run  institutions.  Says  John 
G.  Medlin  Jr.,  chairman  of  First  Wacho- 
Corp.,  in  Winston-Salem,  N.  C.: 


via 


THE  BANKS' 
ERODING  MARKET  SHARE 


Portion  of  total  assets  held  by  financial  institutions 

1960  1989 

COMMERCIAL  BANKS 

34  2% 

26.6% 

OTHER  DEPOSITORY  INSTITUTIONS* 

17.0 

14.1 

PENSION/RETIREMENT  FUNDS 

8.8 

15.6 

INSURANCE  COMPANIES 

21.8 

14.5 

AGENCIES,  MORTGAGE  POOLS 

1.7 

10.8 

MUTUAL/MONEY-MARKET  FUNDS 

2.6 

8.1 

OTHER 

11.6 

10.4 

^Includes  thrifts 

DATA:  FEDERAL  RESERVE 

"Prostitution  of  deposit  insurance  over 
the  past  three  decades  permitted  and  en- 
couraged the  deterioration  of  credit 
quality,  loan  pricing,  and  capital  cush- 
ions of  the  financial  system."  One  tangi- 
ble sign  of  that:  In  the  last  decade,  1,086 
banks  failed,  double  the  total  number 
that  went  belly  up  from  1934  to  1980. 

The  Brady  proposals  would  limit  de- 
posit insurance  to  $100,000  per  person 
per  institution,  less  coverage  than  cur- 
rently available.  That  would  help.  But 
more  radical  changes  are  needed  to  pro- 
duce a  healthy  banking  industry. 

A  better  approach  would  be  to  sepa- 
rate lending  from  deposit-taking.  Feder- 
al guarantees  would  be  available  only  to 
"narrow"  banks,  which  would  be 
required  to  invest  deposits  in  the 
safest  securities.  Banks  could  set 
up  affiliates  that  would  be  allowed 
to  make  riskier  loans,  as  well  as 
enter  the  now-prohibited  fields  of 
securities,  insurance,  and  other  fi- 
nancial services.  But  none  of  those 
activities  could  be  funded  with  in- 
sured deposits. 

That  may  sound  futuristic.  But 
Hugh  L.  McColl  is  already  reorga- 
nizing NCNB  Corp.,  an  aggressive 
super-regional,  along  these  lines. 
The  chairman  of  the  Charlotte 
(N.  C.)  holding  company  envisions 
a  core  bank  that  takes  insured  de- 
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posits  to  fund  consumer  and  small  busi- 
ness lending.  A  separate  noninsured 
company  would  be  an  investment  banker 
or  commercial  lender  for  companies  with 
sales  over  $100  million. 

An  alternative  would  be  to  leave  the 
present  system  of  deposit  insurance  in 
place,  but  reduce  the  subsidies.  Under 
this  scheme,  premiums  would  be  based 
on  the  riskiness  of  a  bank's  portfolio, 
forcing  banks  to  make  more  conserva- 
tive investments  or  to  accept  fewer  in- 
sured deposits. 

Unfortunately,  sM.-shocked  lawmak- 
ers on  Capitol  Hill  appear  unwilling  to 
go  even  as  far  as  the  Administration 
proposal.  If  the  bank  reform  drive  fiz- 
zles, policymakers  will  have  blown  a  ma- 
jor opportunity  to  bring  the  U.S.  finan- 
cial system  into  the  21st  century. 

While  Washington  debates  reform, 
bankers  have  been  devising  their  own 
reforms — survival  strategies  they  hope 
will  get  them  into  the  next  century, 
whatever  happens  in  Congress.  One  pop- 
ular approach  is  thinking  smaller.  Many 
of  the  big  money-center  banks  realize 
that  their  dream  of  being  all  things  to  all 
customers  was  a  costly  delusion.  New 
York's  Chemical  Bank,  which  is  still  tak- 
ing hits  from  past  lending  mistakes,  is 
now  concentrating  on  loans  closer  to 
home — consumers  and  local  businesses. 


Survivors  of  the 
shakeout  will  have  freedom 
to  expand  into 
now-forbidden  markets 


"For  this  institution,  the  era  [of  lending 
fads]  is  over,"  says  Chairman  Walter  V. 
Shipley.  "The  middle-market  client  is  the 
single  major  thrust  of  our  activities." 

BankAmerica  Corp.  recently  emerged 
from  a  similar  transformation.  Its  disas- 
trous Third  World  loans  and  burgeoning 
costs  drove  it  perilously  close  to  ruin 
five  years  ago.  Then  it  pulled  back  from 
foreign  lending,  slashed  costs,  and  con- 
centrated on  the  lucrative  consumer 
market.  With  the  acquisition  of  seven 
failed  thrifts  last  year,  BofA's  strategy 
of  positioning  itself  as  the  preeminent 
retailer  in  the  West  is  paying  off.  Last 
year,  it  earned  $1  billion  for  the  second 
year  in  a  row,  the  first  U.  S.  bank  ever 
to  do  so. 

Other  banks  are  focusing  on  sticking 
to  their  knitting.  Most  of  the  nation's 
12,000  community  banks  have  avoided 
the  problems  of  their  bigger  brethren  by 
concentrating  on  what  they  do  best, 


BUSINESS  LOANS 


FORD  Ranging  far  beyond  its  original  business  of  car  loans,  Ford  Fi- 
nancial Services  Group  is  now  one  of  the  biggest  lending  institutions  in 
the  country.  "It's  been  by  and  large  a  very  good  business,"  says  Ford 
Executive  V'ce-President  Kenneth  Whipple.  The  Ford  financial  empire 
includes  a  bi«  thrift,  an  equipment  leasing  company,  and  a  consumer 
and  commerc   i  credit  firm.  Contributing  89%  of  Ford  Motor  Co.'s 
1990  profits,  V-  tipple  says  the  finance  unit  now  "is  a  core  business." 


such  as  small-business  loans  and  coi 
sumer  lending.  Despite  fears  for  the 
future,  community  banks  are  likely  to  b 
among  the  strongest  survivors  of  th 
ongoing  shakeout. 

Consider  Charles  T.  Doyle,  mayor  c 
Texas  City,  Tex.,  and  chairman  and  CE 
of  five  community  banks  in  Galvesto 
County  with  total  assets  of  $186  millioi 
About  60/'  of  his  assets  are  person, 
loans,  averaging  $7,000,  for  such  iterr 
as  vacations,  medical  bills,  and  auto  pu 
chases.  The  rest  help  finance  mom  an 
pop  operations,  from  small  retail  store 
to  lumber  yards  and  distributors.  "Thes 
are  high-risk  loans — unless  you  kno 
your  customer,"  says  Doyle.  "You  ca 
call  it  old-fashioned  banking,  but 
works."  Indeed,  Doyle's  banks  earned 
return  of  between  177'  and  317-  pre 
for  their  shareholders  last  year. 
many  winners.  A  handful  of  the  maj 
money-center  banks,  such  as  Banke 
Trust  and  J.  P.  Morgan  &  Co.,  have  s 
their  sights  on  Wall  Street.  They  a 
trying  to  beat  the  securities  industry 
its  own  game.  Starting  in  1979  ,  Banke 
Trust  unloaded  its  retail  business  a: 
transformed  itself  into  a  merchant  ba 
serving  large  global  corporations.  No 
it  offers  services  ranging  from  tradinj 
and  securities  underwriting  to  invei 
ment  banking  advice.  Since  most  loai 
originated  by  the  bank  are  syndicated  ( 
sold  in  the  secondary  market,  707  ( 
Bankers  Trust's  balance  sheet  is  mac 
up  of  liquid  securities.  Only  307'  is  loai 
held  in  portfolio.  That's  a  marked  co: 
trast  with  a  traditional  bank,  where  tl 
ratio  is  reversed. 

Still,  for  all  of  these  innovative  bank 
there  are  hundreds  of  tradition-bound  i 
stitutions  terrified  of  change.  Most  ai 
unlikely  to  survive  as  the  barriers 
unbridled  competition  fall  away,  eitht 
through  regulatory  reform  or  mark 
pressures.  The  survivors,  though,  w 
have  more  room  to  innovate  and  expar 
into  now-forbidden  markets. 

Among  the  customers  of  the  emergir 
financial  services  industry,  there  will  1 
a  few  losers — but  many  more  winner 
Some  small  businesses — major  benefici 
ries  of  the  deposit-insurance  subsidy- 
may  see  their  borrowing  costs  rise.  B 
many  companies,  which  are  now  turn< 
away  at  the  bank  door,  may  find  it  ea; 
er  to  raise  the  money  they  need  to  fu 
growth.  Savers  will  enjoy  greater  choi 
as  well,  and  those  willing  to  accept  hig 
er  risks  will  get  greater  rewards. 

For  folks  like  Atlanta  restauratei 
Stephen  Nygren,  in  short,  the  "tyranr 
of  the  banks,"  if  everying  goes  as  w« 
as  the  reformers  hope  it  does,  will  1 
replaced  by  an  invigorating  democracj 
By  Catherine  Yang,  Howard  Gleckma 
mid  Mike  MeNaniee  in  Washington,  in 
Chuck  Hawkins  in  Atlanta,  Peter  Coy  ; 
New  York,  and  bureau  reports 


tat< 


76  BUSINESS  WEEK/APRIL  22.  1991 


SPECIAL  REPj 


IF  MERGERS  WERE  SIMPLE, 
BANKING'S  TROUBLES  MIGHT  BE  OVER 

But  protests  from  special  interests  and  squabbling  among  bankers  often  poison  potential  unions 


For  years,  execu- 
tives at  First  Inter- 
state Bank  System 
of  Montana  Inc.  and 
Commerce  Banc- 
shares  Inc.  debated 
the  merits  of  a  merg- 
er. Linking  First  In- 
tate's  seven  banks  with  Commerce 
cshares,  across  the  state  line  in 
ridan,  Wyo.,  would  create  a  bigger, 
e  efficient  network.  Combining  back 
:es  would  also  cut  costs.  And  work- 
out the  merger  seemed  a  cinch.  The 
privately  held  banks  shared  many  of 
same  family  stockholders  and  a  few 
executives.  After  clearing  state  reg- 
ors,  the  banks  expected  a  swift  ap- 
ral  when  they  filed  a  merger  applica- 
in  September,  1989,  with  the  Federal 
erve  Bank  in  Minneapolis, 
he  application  is  still  pending.  The 
eral  Reserve  has  delayed  a  final  deci- 
while  it  investigates  a  claim  by  local 


activists  that  Billings-based  First  Inter- 
state has  discriminated  against  a  local 
Cheyenne  Indian  reservation.  'The  res- 
ervation has  been  redlined  for  years  by 
the  bank,"  alleges  Gail  M.  Small,  direc- 
tor of  Native  Action  of  Lame  Deer, 
Mont.,  who  wants  to  make  sure  the 
merged  bank  doesn't  continue  the  policy. 
First  Interstate  denies  the  charge.  But 
the  bank  has  yet  to  persuade  regulators 
to  let  the  merger  go  ahead.  Says  William 
H.  Ruegamer,  First  Interstate's  chief  op- 
erating officer:  "We're  amazed  this 
merger  has  not  been  approved.  It's  a 
routine  business  transaction,  and  the  is- 
sue is  irrelevant." 

LOTS  OF  dancers.  Many  more  bankers 
will  likely  experience  similar  frustration 
in  the  years  ahead.  Absent  major  reform 
legislation  from  Congress,  bankers  and 
others  say  that  consolidation  is  the  best 
way  to  revitalize  the  ailing  banking  sys- 
tem. Only  through  mergers  can  the  in- 
dustry slash  its  debilitating  overcapacity 


and  improve  its  profitability.  Regulators 
are  now  pressing  banks  to  combine,  and 
talk  of  possible  pairings  dominates  in- 
dustry grapevines.  "Thousands  of  minu- 
ets are  being  acted  out  between  bank- 
ers," says  one  investment  banker. 

It's  becoming  increasingly  apparent, 
though,  that  the  path  to  bank  consolida- 
tion will  be  far  more  tortuous  than  most 
people  realize.  "It's  a  tough,  agonizing 
thing  to  do,"  acknowledges  Walter  V. 
Shipley,  chairman  and  chief  executive  of- 
ficer of  Chemical  Banking  Corp.,  consid- 
ered to  be  a  prime  merger  candidate. 

Opposition  by  Native  Action  is  just  a 
sample  of  what  lies  ahead  for  merger 
aspirants.  Dozens  of  such  special-inter- 
est groups  across  the  country  are  argu- 
ing that  consolidation  will  create  giant, 
sprawling  banks  that  will  be  unrespon- 
sive to  community  needs.  Still  other  or- 
ganizations are  disturbed  by  the  social 
costs  of  bank  mergers.  A  coalition  of 
community  groups  has  already  voiced 
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HANDICAPPING 
THE  BANK 
MERGER  GAME: 
WHO  MIGHT 
TEAM  UP 
WITH  WHOM 


Will  FARGO 
SECURITY  PACIFIC 

A  merger  of  the  two  California 
giants  could  produce  a  cost 
savings  of  $500  million  to  $1 
billion  a  year.  It  would  forge 
the  single  biggest  retail  net- 
work in  California,  with  more 
than  1,000  branches 


CHEMICAL  BANK 
MANUFACTURERS  HANOVER 

A  merger  of  the  two  giant  mon- 
ey centers  could  save  as  much 
as  $800  million  a  year  in  over- 
head. It  would  also  create  the 
second-biggest  retail  franchise 
in  the  New  York  area  after 
Citicorp 


BANKAMERICA 
FIRST  INTERSTATE 

This  combination  would  pro- 
duce another  California  behe- 
moth. BofA,  with  a  leading  po- 
sition in  Northern  California, 
has  long  sought  a  broader 
southern  exposure 
DATA  BW 


opposition  to  Bank  of  Boston  Corp.'s 
bid  to  acquire  failed  Bank  of  New  En- 
gland Corj).,  partly  because  the  takeover 
would  mean  closing  more  than  100 
branches,  throwing;  some  12,000  workers 
out  of  jobs. 

Winning  over  community  activists  is 
only  half  the  battle.  Arranging;  a  happy, 
healthy  bank  marriage  during  one  of  the 
most  distressed  periods  in  banking  histo- 
ry is  chancy  at  best.  In  several  in- 
stances, two  weak  banks  sought  securi- 
ty in  each  other's  arms  only  to  find  they 
had  created  a  bigger  but  even  weaker 
bank.  What's  more,  bankers  are  learning 
they  must  win  over  corporate  cultures 
typically  steeped  in  a  tradition  of  inde- 
pendence. The  biggest  hurdle  is  often 
deciding  who  will  get  the  corner  office. 
"Unless  the  Secretary  of  State  starts  ap- 
pointing some  bankers  ambassadors, 
picking  the  new  CEO  will  be  a  major  is- 
sue," says  an  attorney  who  specializes  in 
bank  mergers. 

Whatever  the  obstacles,  there  is  little 
doubt  that  a  massive  wave  of  mergers 
and  buyouts  is  necessary  if  the  banking 


J.P.  MORGAN 
CHASE  MANHATTAN 

Both  banks  have  long  lists  of 
blueblood  clients  that  would 
create  a  near-unbeatable  cor- 
porate franchise.  Chase's  retail 
network  would  provide  a  rela- 
tively cheap  and  steady  source 
of  funds 


NCNB 

C&S/SOVRAN 

Such  a  combination  would  be 
formidable,  with  1,900 
branches  stretching  from  Balti- 
more to  Key  West.  NCNB  CEO 
Hugh  McColl,  an  artful  take- 
over specialist,  made  an  abort- 
ed bid  for  C&S  alone  in  1989 


industry  is  to  become  competitive  again. 
Even  today,  the  industry  remains  highly 
fragmented,  a  creature  of  provincial  reg- 
ulations that  tended  to  restrict  banks  to 
narrow  slices  of  geography.  With  12,280 
institutions,  the  U.  S.  has  more  banks 
per  capita  than  any  country  in  the  world. 
Even  during  the  best  of  times,  the  indus- 
try has  found  it  increasingly  difficult  to 
make  money. 

fresh  capital.  Nowadays,  with  banks 
reeling  from  bad  loans,  even  the  most 
independent-minded  banker  has  em- 
braced the  concept  of  consolidation,  at 
least  in  theory.  Not  only  do  mergers 
expand  market  share,  but  they  also  pro- 
duce significant  cost  savings.  This  is  es- 
pecially true  when  banks  in  the  same 
region  tie  the  knot.  Entire  levels  of  man- 
agement can  be  eliminated.  And  dupli- 
cate branches,  many  within  a  block  of 
one  another,  can  be  closed.  In  the  18 
months  after  it  acquired  cross-town  rival 
Crocker  National  in  1986,  Wells  Fargo  & 
Co.  of  San  Francisco  closed  160  branches 
and  laid  off  4,500  employees. 
The  prospect  of  fresh  capital  is  anoth- 


iiii 
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er  lure.  A  leaner,  more  efficient  institj 
tion,  many  bankers  believe,  will  be  abl 
to  easily  vanquish  its  competitors  on! 
the  industry  climbs  out  of  its  slum! 
Bank  stocks  have  enjoyed  a  dramalj 
comeback  in  recent  months,  and  W 
Street  is  betting  that  the  first  round 
mergers  will  attract  a  flock  of  investoil 
When  rumors  first  hit  the  stock  mark! 
in  mid-January  about  merger  talks 
tween  Wells  and  Los  Angeles-based 
curity  Pacific  Corp.,  the  market  respo 
ed  eagerly.  Over  an  eight-week  peri 
Wells  Fargo  stock  shot  up  89' • ,  to  a  hi 
of  82. 

Much  of  the  gossip  these  days  focusi 
on  New  York  City's  giant  money-cen 
banks,  which  have  grown  flabby  in 
cent  years.  Chemical  and  Manufactun 
Hanover  Trust  Co.  are  the  most  like 
pairing,  according  to  bankers  and  ar  |> 
lysts.  Some  on  Wall  Street  are  bettii  L 
that  the  two  will  strike  a  deal  by  tl  ft 
fall.  And  other  deals  are  rumored  to  f 
in  the  offing.  "Most  of  the  banks  in  N<  | 
York  are  looking  at  what  they  woi 
look  like  partnered  with  another  N<  . 
York  bank,"  says  Robert  Hedges,  I 
bank  consultant  with  mac  Group  It 
"They  all  have  task  forces  looking  at  i 

Strong  regional  banks  are  also  stud] 
ing  possible  partners  and  building  w 
chests.  Banc  One  Corp.  in  Columbi  L 
Ohio,  is  among  the  most  active.  It  pull 
out  of  the  bidding  for  the  failed  units 
Bank  of  New  England,  but  it  announc  -. 
plans  to  raise  $250  million  in  fresh  ca 
tal  to  pursue  other  deals.  "There 
going  to  be  some  attractive  opportu 
ties  for  us  other  than  this  one,"  s 
William  P.  Boardman,  Banc  One's  M 
specialist.  Analyst  Thomas  H.  Hanleyl 
Salomon  Brothers  Inc.  says  other  pot 
tial  regional  acquirers  include  Co 
States  Financial  of  Philadelphia,  Fi 
Wachovia  in  Charlottesville,  N.  C,  a1 
KeyCorp  in  Albany,  N.  Y. 
culture  clash.  The  hoped-for  merg 
wave,  though,  will  require  a  lot  nu 
than  deep  pockets.  Despite  all  the  spe< 
lation,  there  have  been  relatively  f< 
mergers  over  the  past  year  or  so.  0 
major  reason  is  the  industry's  lingeri 
suspicion  about  credit  soundness.  Ev 
the  canniest  bankers  often  don't  have 
full  grasp  of  the  potential  problems 
their  own  loan  portfolios,  let  alone  tl 
of  possible  partners.  And  without  tl 
critical  piece  of  intelligence,  they  kno 
a  merger  could  be  catastrophic.  Tha 
what  occurred  in   1987  when  Dall 
based  InterFirst  merged  with  Repub 
Bank.  The  new  institution,  First  Repi 
licBank  Corp.,  was  well  on  its  way 
paring  $600  million  from  operating  co 
when  it  collapsed  under  a  tide  of  t 
real  estate  loans.  "When  the  whole 
gion  is  economically  distressed,  I  thi 
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really  dangerous  to  put  two  weak 
iks  together,"  says  Charles  H.  Pistor, 
mer  vice-chairman  of  First  Republic- 
nk. 

Another  barrier  is  a  likely  clash  of 
■porate  cultures.  That  can  happen  in 
f  merger,  but  the  problem  is  more 
ite  in  the  banking  industry.  The  same 
t  of  state  and  federal  regulations  that 
ikers  say  are  an  obstacle  to  prosperi- 
have  also  afforded  individual  banks 
Dstantial  protection.  As  a  result, 
iks  have  developed  distinct  cultures, 
lile  that  makes  the  job  of  marrying 
)  banks  a  daunting  challenge,  it  can 
ke  picking  a  new  CEO  a  virtual  night- 
re.  It's  never  easy  for  any  boss  to 
e  up  control.  But  without  a  single, 
■amount  decision-maker,  efficiencies 
y  come  slowly,  if  at  all. 
?hat's  what's  happening  in 
merger  of  Atlanta-based 
izens  &  Southern  Corp. 
1  Sovran  Financial  Corp.  in 
rfolk,  Va.  After  a  year- 
g  regulatory  review,  the 
)  banks  finally  got  togeth- 
last  September.  The  corn- 
ed institution,  with  $51.2 
ion  in  assets,  has  1,008 
inches  in  seven  states 
Itching  from  Maryland  to 
rida.  But  consolidation  has 
ived  to  a  snail's  pace.  "It's 
lost  a  classic  case  of  the 
•blems  of  mergers  of 
lals,  where,  in  effect,  no- 
ly's  in  charge,"  says  a  for- 
r  C&S  executive.  "They've 
ided  to  go  the  consensus 
ite  on  all  decisions." 
5/Sovran  Corp.  declines 
iment.  Despite  promises  of 
nense  cost  savings,  the 
ik  did  little  to  cut  fat  last 
ir.  Its  1990  annual  report 
dges  that  1,200  jobs,  or  4';; 
the  work  force,  will  be  cut 
>  year  through  the  elimina- 
l  of  duplicated  services. 
lid  plan.  Avoiding  such 


responsive  to  community  needs.  Their 
main  weapon,  which  can  often  delay 
merger  plans,  is  called  CRA,  three  letters 
that  bankers  have  come  to  dread.  The 
Community  Reinvestment  Act  of  1977 
requires  banks  to  make  loans  equitably 
to  both  rich  and  poor  neighborhoods. 
Regulators  have  stepped  up  enforce- 
ment of  the  law.  The  First  Interstate- 
Commerce  Bancshares  deal  isn't  the 
only  one  delayed  because  of  a  CRA  com- 
plaint. The  Federal  Reserve  held  up 
First  Union  Corp.'s  acquisition  of  Florida 
National  Bank  for  several  months  in 
1989  after  community  groups  challenged 
the  Charlotte  (N.  C.)  bank's  CRA  record. 

Public  challenges  won't  end  there. 
Several  consumer  groups  have  criticized 
Treasury  proposals  to  allow  banks  to 


I 


n  several  instances,  two  weak  banks 
sought  security  in  each  other's  arms 
only  to  find  they  had  created  a  bigger  but 
even  weaker  bank 


lemates  may  take  deft  boardroom 
geography.  But  it's  possible.  Analysts 
high  on  a  Chemical  and  Manny 
nny  merger,  partly  because  both 
iks  are  thought  to  have  a  solid  suc- 
tion plan.  Once  a  deal  is  made,  ana- 
ts  believe  Manny  Hanny  Chairman 
1  CEO  John  F.  McGillicuddy,  60,  will 
ign,  allowing  Chemical's  Shipley,  55, 
run  the  show.  In  turn,  Shipley  will 
id  over  the  top  job  to  Thomas  S.  John- 
I  50,  in  five  years.  Johnson,  the  presi- 
it  of  Manny  Hanny,  used  to  be  Ship- 
's second-in-command  at  Chemical. 
Even  after  potential  merger  partners 
nmer  out  their  differences,  they  still 
1  likely  face  a  battle  in  the  public 
na.  Most  active  are  special-interest 
tups  who  believe  their  local  bank  isn't 


branch  easily  across  state  lines,  sparing 
banks  the  hassle  and  expense  of  operat- 
ing separate  corporations  in  each  state. 
Kent  Brunette,  banking  lobbyist  for  the 
politically  powerful  American  Associa- 
tion of  Retired  Persons,  argues  that  re- 
pealing the  McFadden  Act  of  1927, 
which  prohibits  interstate  branching  by 
national  banks,  would  sever  ties  between 
banks  and  communities.  Local  branches 
would  be  controlled  by  banks  perhaps 
thousands  of  miles  away,  making  it  diffi- 
cult, these  groups  contend,  for  consum- 
ers to  obtain  loans  and  other  personal- 
ized services.  "We  think  it's  heading 
down  the  wrong  path,"  Brunette  says. 

Those  who  want  to  maintain  local  con- 
trol over  banks  are  most  afraid  of  for- 
eign banks,  some  of  which  are  keenly 


interested  in  acquiring  U.  S.  institutions. 
Nowadays,  Canadian  banks  top  the  list 
of  foreigners  seeking  broader  U.  S.  mar- 
ket share. 

Such  arguments  may  sound  provincial. 
But  they  are  getting  a  sympathetic  hear- 
ing from  many  states,  who  regulate  two- 
thirds  of  the  nation's  banks  and  45%  of 
the  industry's  assets.  State  governments 
often  want  to  preserve  their  own  regula- 
tory apparatus  and  protect  local  banks 
from  outsiders.  The  Conference  of  State 
Bank  Supervisors  is  pushing  a  plan  that 
would  let  each  state  decide  the  interstate 
branching  question.  Jill  M.  Considine, 
New  York's  superintendent  of  banks  but 
a  proponent  of  interstate  branching,  be- 
lieves that  "states  should  have  the  upper 
hand  in  decision-making." 

Still,  the  most  strident  pub- 
lic opposition  will  likely  focus 
on  something  far  more  tangi- 
ble: jobs.  Cost  savings  from 
cutting  staff  is  one  of  the  big- 
gest benefits  of  a  merger.  As 
many  as  30%  of  the  2.3  million 
people  employed  by  the  na- 
tion's banking  system  may 
lose  their  jobs  through  con- 
solidation over  the  next  few 
years,  analysts  predict.  Some 
bankers  fear  a  storm  of  pro- 
test from  community  groups. 
Worse,  local  and  state  politi- 
cians, often  responsive  to  con- 
stituency protests,  may  be 
tempted  to  pass  legislation  to 
slow  consolidation. 
backlash?  This  is  a  big  con- 
cern in  New  York  City,  where 
banks  are  one  of  the  biggest 
private  employers.  Since  the 
stock  market  crash  of  1987, 
local  officials  have  seen  the 
financial  services  industry 
contract,  costing  thousands  of 
jobs.  Mergers  among  some  of 
New  York's  biggest  banks 
will  only  add  to  the  city's  un- 
employment woes.  Moreover, 
roughly  40$   of  banking's 


work  force  in  New  York  is  made  up  of 
minorities,  adding  to  the  potential  for  a 
political  backlash.  A  spokeswoman  for 
New  York  Mayor  David  N.  Dinkins  says 
he  hasn't  yet  established  a  policy  on 
bank  consolidation  but  that  City  Hall  is 
studying  the  matter. 

And  so  are  many  other  city  halls.  But 
they  are  unlikely  to  come  up  with  easy 
answers,  for  bank  consolidation  cannot 
help  but  be  painful  for  consumers,  politi- 
cians, and  bankers  themselves.  One  can 
only  hope  that  the  gain  for  the  nation's 
banks  will  turn  out  to  have  been  worth 
the  pain. 

By  John  Meehan,  with  Suzanne  Woolley 
in  New  York,  Chuck  Hawkins  in  Atlanta, 
Zachary  Schiller  in  Cleveland,  and  bureau 
reports 
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BANK  SCOREBOARD: 
MEDIOCRE  DIDN'T  LOOK  HALF  BAD 


Return  on  equity  measured  a  paltry  6.5% — but  that's  a  jump  over  1989's  abysmal  results 


THE  MOST  PROFITABLE 

1990  return  on  equity 


THE  STEADIEST  EARNERS 

Average  five-year  growth  in  earnings  per  share 


THE  SAFEST  LENDERS 

1990  nonperforming  assets  as  percent  of  assets 


BANKERS  TRUST 

26.7% 

CONTINENTAL  BANK 

49  4% 

FIRST  HAWAIIAN 

0.1% 

WELLS  FARGO 

25.1 

LASALLE  NATIONAL 

49.0 

ISRAEL  DISCOUNT  BANK 

0  2 

FIRST  HAWAIIAN 

20.3 

WELLS  FARGO 

37.3 

FIRST  CITIZENS  BANCSHARES 

0.2 

NORTHERN  TRUST 

19  e 

FIRST  SECURITY 

28.2 

BANCORP  HAWAII 

0.3 

NORWEST 

19.7 

NORTHERN  TRUST 

25.5 

COMMERCE  BANCSHARES 

0.5 

FIRST  INTERSTATE 

18.2 

MANUFACTURERS  NATIONAL 

24.0 

STATE  STREET  BOSTON 

0.6 

STATE  STREET  BOSTON 

18.1 

NORWEST 

23.4 

REPUBLIC  NEW  YORK 

0.6 

COMERICA 

17.7 

FIRST  OF  AMERICA  BANK 

22  3 

FIRST  WACHOVIA 

0.6 

BANCORP  HAWAII 

17.1 

FIRST  HAWAIIAN 

20.2 

HORTHERN  TRUST 

0.6 

FIRST  WACHOVIA 

16.4 

BANCORP  HAWAII 

17.6 

FIRST  ALABAMA  BANCSHARES 

0.6 

100-BANK  AVERAGE 

6  5 

100-BANK  AVERAGE 

-8.2 

100-BANK  AVERAGE 

3.1 

DATA:  STANDARD  &  POOR  S  COMPUSTAT  SERVICES  INC 

Bankers  did  not  ex- 
actly have  a  terrific- 
time  in  1990.  The 
real  estate  market 
continued  to  deterio- 
I  rate.  Consumer  loan 
'^Kr  delinquencies  began 
 I  rising.  And  a  poten- 
tially severe  recession  loomed.  Still,  as 
banks  lick  their  wounds  these  days, 
memories  of  last  year  may  not  be  as 
bitter  as  they  earlier  thought.  Last 
year's  results,  while  lackluster,  are  still 
a  welcome  change  from  1989. 

A  look  at  business  week's  annual 
Bank  Scoreboard,  which  begins  on  page 
82,  details  the  improvement.  Net  income 
at  the  nation's  top  100  banks,  as  mea- 
sured by  assets,  rose  10'  "<  in  1990,  to  S8.9 
billion.  True,  the  industry's  return  on 
equity  was  a  paltry  6.5%.  But  that's  a 
big  advance  when  measured  against 
1989's  performance.  Profits  at  the  100 
biggest  banks  tumbled  59%  in  1989,  to 
$7.3  billion,  as  many  set  aside  huge  re- 
serves against  Third  World  loans.  Re- 
turn on  equity  stood  at  5.6' f. 


The  most  profitable  bank  in  1990  was 
Bankers  Trust.  Although  all  money-cen- 
ter banks  made  monev  last  year,  BT  had 
a  hefty  ROE  of  26.7%.  It  earned  $665 
million  in  1990,  compared  with  a  loss  of 
$980  million  in  1989.  The  results  were 
helped  by  a  42%  jump  in  revenue  from 
bond  and  foreign-exchange  trading  in 
the  final  quarter  to  S227  million. 
empty  offices.  San  Francisco-based 
Wells  Fargo  was  a  close  second  in  prof- 
itability, with  an  ROE  of  2o.lct.  Wells 
was  No.  2  last  year  as  well.  It  achieved 
those  numbers  despite  several  down- 
grades by  bond-rating  agencies  last  year 
because  of  its  risky  loan  portfolio.  High- 
ly leveraged  transactions,  mostly  lever- 
aged buyout  loans,  accounted  for  an 
above-average  1.4r'  of  Wells's  loan  port- 
folio at  the  end  of  1990. 

Wells  also  turned  up  on  1990's  list  of 
consistently  strong  performers.  Since 
1986,  it  has  had  a  37.3%  annual  growth 
rate  in  earnings  per  share.  Chicago- 
based  Continental  Bank  tops  the  list  of 
steady  earners,  with  a  49.4''  increase 
over  the  past  five  years.  But  those  re- 


sults can  be  misleading.  Continent 
earned  95c  a  share  last  year — but  it  lo 
$20.48  a  share  in  1987  from  huge  Thi 
World  loan  write-offs. 

While  the  bottom  line  improved 
1990,  credit  quality  remained  a  big  issi 
This  time,  the  culprit  was  commerc 
real  estate.  Empty  office  buildings  ai 
unfinished  condominiums  battered  bai 
balance  sheets.  James  J.  McDermo 
president  of  Keefe,  Bruyette  &  Wooc 
reckons  that  big  banks  set  aside 
wards  of  $19  billion  in  reserves  again 
bad  loans,  mostly  for  real  estate.  Thai 
almost  double  what  would  be  expect 
in  a  normal  year,  he  says. 

The  worst  problems  were  in  tl 
Northeast,  where  recession  slammed  t 
economy  throughout  1990.  Buffa 
IN.  Y. (-based  Marine  Midland,  which 
owned  by  Hongkong  &  Shanghai  Ban 
ing.  posted  the  highest  ratio  of  nonp< 
forming  loans  last  year,  largely  becau 
of  real  estate.  Of  Marine  Midland's  $ 
billion  in  total  assets,  7.3'  '<  were  clas 
fied  as  nonperforming.  The  bank 
S295.6  million  last  year. 
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Investors  were  quick  to  note  the  in- 
stry's  real  estate  woes.  Bank  stocks 
ffered  broad  declines  last  year.  Also 
;cnuraging  investors  won-  sharp  divi- 
nd  cutbacks  as  regulators  pressured 
nks  to  build  their  capital.  As  of  Mar. 
,  1991,  the  total  market  value  of  the 
D  100  banks  had  fallen  5%  from  a  year 
o.  Northeast  banks  were  the  hardest 
„  The  market  value  of  Midlantic  in 
lison,  N.J.,  plunged  687'.  Shawmut 
itional,  based  in  Hartford,  fell  61%. 
lWAHAN  haven.  Of  course,  not  every 
nk  worried  about  real  estate  loans, 
inkers  in  the  Midwest  remain  unper- 
rbed.  Property  markets  in  the  region 
plained  calm  through  most  of  the 
80s  and  showed  none  of  the  excessive 
ice  inflation  common  to  the  Northeast, 
.lifornia  banks  also  held  up  well,  and 
t  just  Wells  Fargo:  Crosstown  rival 
inkAmerica  and  Los  Angeles-based 
rst  Interstate  produced  handsome 
'Es  of  15.5%  and  18.2%,  respectively, 
though  some  Wall  Street  analysts 
ent  much  of  last  year  warning  about  a 
arp  downturn  in  California  real  estate 
ices,  the  collapse  never  occurred. 
Perhaps  the  safest  lending  environ- 
;nt  last  year  was  in  Hawaii.  A  meager 
.%  of  First  Hawaiian's  assets  were 
nperforming  last  year,  making  it  the 


The  lingering  recession  and 
severe  real  estate  woes 
could  offset  any  kick  from 
lower  interest  rates 


safest  bank  among  the  to])  100.  The 
clean  portfolio  of  Hawaii's  second-larg- 
est bank  reflects  not  only  fairly  conser- 
vative lending  standards  but  also  the 
state's  resilient  economy-  Economic 
growth  last  year  was  5%,  compared  with 
0.99!  for  the  rest  of  the  country. 

With  48  branches  in  Hawaii  and  two 
on  Guam,  First  Hawaiian  will  expand  its 
franchise  in  May  by  acquiring  First  In- 
terstate of  Hawaii.  The  deal  to  buy  First 
Interstate,  owned  by  an  investor  group 
led  by  former  Treasury  Secretary  Wil- 
liam E.  Simon,  was  widely  publicized  last 
year  after  antitrust  concerns  prompted 
the  Justice  Dept.  to  delay  the  merger. 

Many  analysts  are  reluctant  to  predict 
an  industry  turnaround  this  year.  Lower 
interest  rates  will  help.  But  uncertainty 
about  when  the  recession  will  end,  com- 
bined with  the  continued  real  estate 
slump,  seems  good  reason  for  caution. 


Citicorp  Chairman  and  CEO  John  S.  Reed 
says  Citi,  the  nation's  biggest  real  estate 
lender,  may  add  $2  billion  worth  of  loans 
to  its  list  of  nonperformers  in  the  first 
half  of  the  year.  At  the  close  of  1990,  6% 
of  Citi's  $217  billion  asset  base  was  non- 
performing. 

Highly  leveraged  transactions  are  an- 
other concern.  On  Apr.  9,  for  example, 
Bank  of  New  York  reported  a  loss  of 
$63  million  for  the  first  three  months, 
vs.  a  $102  million  profit  a  year  ago.  The 
bank  boosted  its  reserves  against  bad 
loans  after  adding  $296  million  worth  of 
loans  to  its  list  of  nonperforming  credits. 
Almost  half  were  highly  leveraged 
transactions.  What's  more,  analysts 
have  grown  more  leery  of  consumer 
debt.  In  recent  months,  consumer  loan 
problems,  such  as  credit  card  delinquen- 
cies, have  increased.  But  these  loans, 
says  Keefe's  McDermott,  "will  cut  into 
profits,  not  obliterate  them." 

All  in  all,  1991  will  be  no  walk  on  a 
Hawaiian  beach.  Salomon  Brothers  Inc. 
analyst  Thomas  H.  Hanley  says  earn- 
ings for  the  35  big  banks  that  he  tracks 
could  rise  37  at  best.  But  given  banks' 
performance  in  recent  years,  maybe 
that's  not  so  bad. 

By  John  Meehan,  with  Suzanne  Woolley, 
in  New  York 


WHAT  THE  COLUMN  HEADINGS  MEAN 


larket  value 

!losing  share  price  of  a  bank's  common  stock 
n  Mar.  28,  1991,  multiplied  by  the 
orporation's  latest  available  number 
f  common  shares  outstanding 

a  sets 

otal  assets  as  of  Dec.  31,1 990 

•eposits 

otal  deposits  as  of  Dec.  31,  1990.  Interest- 
earing  deposits  and  noninterest-bearing 
eposits  together  will  total  100%.  Foreign 
eposits  subtracted  from  100%  will  equal 
3tal  domestic  deposits 

bans 

aggregate  face  value  of  all  outstanding  loans 
nd  leases  as  of  Dec.  31,1 990,  net  of  unearned 
icome  and  before  deduction  of  valuation  portion 
f  loan-loss  reserves 

'rovision  for  loan  loss 

.harge  for  anticipated  loan  losses,  which 
ppears  on  the  income  statement  as  an  operating 
xpense 


Net  charge-off s  as  percent  of  loans 

Loan  charge-offs  less  recoveries  as  percent  of  net 
average  loans  outstanding.  A  minus  sign  indicates 
that  recoveries  exceed  charge-offs 

HIT 

Highly  leveraged  transactions  as  a  percent  of 
total  loans  oustanding 

NPA 

Nonperforming  assets,  including  real  estate 
owned,  as  a  percent  of  total  assets 

Operating  income 

Operating  income  after  minority  interests  and 
taxes  but  before  preferred  dividends,  and  gains 
and  losses  from  the  sale  of  securities 

Net  income 

Net  income  after  minority  interests  and  taxes 

Return  on  assets 

Net  income  available  for  common  shareholders 
(net  income  minus  preferred  dividends)  divided  by 
average  assets 


Leverage 

Average  assets  divided  by  average  common 
equity  computed  on  a  daily  average  basis  for  the 
year  ended  Dec.  31,  1990 

Return  on  equity 

Net  income  available  for  common  shareholders 
divided  by  average  common  equity  for  the  year 
ended  Dec.  31,1 990.  Return  on  average  assets 
multiplied  by  leverage  equals  return  on  average 
common  equity 

Net  interest  income 

Total  interest  income  adjusted  for  tax  equivalents 
minus  total  interest  expense  before  provision  for 
loan  losses 

Growth  in  earnings  per  share 

Annual  trend  in  the  growth  rate  of  primary 
earnings  per  share  for  the  restated  five-year 
period  ended  Dec.  31,  1990 

Dividend  yield 

Annual  dividend  as  a  percent  of  Mar.  28,  1 99 1 , 
stock  price 


LPHABETICAL  LIST  OF  BANKS 

number  following  each  bank's  name  is  its  asset  ranking  in  the  tables  beginning  on  the  next  page 


Trust  56 

Bamett  Banks  20 

Continental  Bank  26 

First  City  Texas  44 

Firstar  62 

Marine  Midland  Banks  35 

NBD  Bancorp  27 

Society  41 

)uth  Bancorp  66 

BoyBanks  61 

CoreStates  Financial  33 

First  Empire  State  71 

Fleet/Norstor  19 

Marshall  &  llsley  74 

NCNB  7 

South  Carolina  Natl  78 

One  22 

BB&T  Financial  94 

Crestar  Financial  49 

First  Fidelity  Bancorp  24 

Harris  Bankcorp  47 

Mellon  Bon,  25 

Northern  Trust  52 

Southeast  Banking  43 

O.I  Tri-Stote  67 
>rp  Hawaii  58 
of  Boston  1  8 
ot  New  York  1  5 
of  Tokyo  Trust  65 

Boatmen's  Boncshores  39 
C&S/Sovran  12 
Central  Boncshores  97 
Central  Fidelity  Banks  88 
Chase  Manhattan  3 
Chemical  Banking  6 

Deposit  Guaranty  96 
Dominion  Bankshares  60 
Fifth  Third  Bancorp  70 
First  Alabama  Banc.  84 
First  American  (D  C.)  55 

First  Florida  Bonks  90 
First  Hawaiian  91 
First  Interstate  Bancorp  1  1 
First  Maryland  Banc  69 
First  of  America  Bonk  42 
First  Security  82 

Hibernia  76 

Huntington  Boncshores  51 
INB  Financial  86 
Integra  Financial  72 
Israel  Discount  Bank  99 

Mercantile  Bancorp  73 
Mercantile  Bankshares  98 
Merchants  Notional  89 
Meridian  Boncorp  50 
Michigan  National  57 
Midlantic  32 

Norwest  21 
Old  Kent  Financial  68 
PNC  Financial  14 
Republic  New  York  23 
Riggs  Nationol  79 

SouthTrust  63 

Star  Banc  85 

State  Street  Boston  53 

SunTrust  Banks  17 

U.S.  Bancorp  38 

UJB  Financial  46 

South  93 

Citicorp  1 

First  American  (Tenn  )  83 

First  Tennessee  Noll  81 

KeyCorp  36 

MNC  Financial  28 

Sanwa  Bank  77 

Union  Bank  40 

America  2 

City  National  95 

First  Bonk  System  37 

First  Union  16 

LoSalle  National  75 

Morgan  (J. P.)  4 

Security  Pacific  5 

United  Banks  Colo.  87 

;rs  Trust  New  York  8 

Camerica  45 

First  Chicago  13 

First  Virginia  Banks  92 

Manufacturers  Hanover  9 

Notional  City  30 

Shawmut  Notional  31 

Valley  Nationol  59 

snce  64 

Commerce  Bancshore 

s80 

First  Citizens  Banc  100 

First  Wachovia  29 

Manufacturers  Natl  48 

Nationol  Westminster  34 

Signet  8onking  54 

Wells  Fargo  10 
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B  A 


ASSETS  DEPOSITS 
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(a)  Yeorend  amounts,  (b)  Data  are  for  banking  operot 
Sovran  Financial  on  9/1/90,  forming  C&S/Sovran. 


ons  only,  (c)  Loans 
(f)  Banco  Popular 


are  net  of  uneorned  income  only,  (d)  Income  not  adjusted  for  securities  gains  and  losses,  (e)  Citizens  &  Southern  merged 
merged  with  BanPonce  on  12/31/90;  BanPonce  is  the  name  of  the  surviving  entity. 
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NA 

NA 

NM* 

NM 

NR 

7 

157.9 

2557 

1.03 

1 5.7 

16.2 

650 

1 

24.3 

-21.3 

4.63 

1 303 

86 

33 

3 

131.6 

7 

0.88 

1 6.8 

14.7 

577 

22  8 

22  8 

5  05 

8  5 1 

4 1 

3 

-199.2 

NM 

-1.31 

22.4 

-29.3 

485 

—1 1 

—41  0 

NM 

0  00 

1 95 

— oo 

P.  ^ 
oo 

8 

-158.3 

NM 

-1.34 

22. 1 

-29.7 

448 

-10 

-35.3 

NM 

0  00 

82 

— o/ 

P.Q 

9 

128.5 

66 

1.03 

1  7.2 

17.7 

516 

9 

24.9 

1 7.0 

4.79 

904 

1  8 

39 

5 

-5.6 

NM 

-0.06 

15.3 

-0.9 

513 

2 

-1.1 

NM 

5.39 

502 

-35 

55 

2 

80.0 

53 

0.65 

16.3 

10.6 

422 

2 

19.0 

4.7 

NA 

NM* 

NM 

NR 

2d 

108.2 

1 

1.00 

15.7 

15.7 

400 

10 

27.1 

24.0 

4.18 

854 

14 

40 

1 

61.1 

-41 

0.50 

16.0 

8.0 

442 

7 

13.8 

-1.7 

7.88 

524 

-42 

54 

1 

48.5 

-53 

0.42 

16.2 

6.8 

441 

1 1 

11.0 

-3.6 

7.80 

624 

-15 

51 

=  not  available.  NM  — not  meaningful.  NR  =  not  reported.  *Due  to  ownership  structure. 

DATA:  STANDARD  &  POOR'S  COMPUSTAT  SERVICES  INC. 
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Bank 


ASSETS     DEPOSITS   LOANS 


12/31/90 
$  MIL. 

12/31/90 
$  MIL. 

CHG. 
FROM 
1989 

INTEREST/ 
NONINT. 

FOR- 
EIGN 

12/31/9Q 
$  MIL. 

CHG. 
FROM 
1989 

LOAN- 
LOSS 

PROV. 
1990 

$  MIL. 

CHG. 
FROM 
1989 

NET 
CHARGE- 
OFFS  AS 
%  OF 
LOANS 

HLT 

51 

HUNTINGTON  BANCSHARES 

11809 

9115 

6 

84/16 

0 

7667 

8 

71.0 

78 

0.5 

0.6 

:: 

52 

NORTHERN  TRUST 

1 1789 

8109 

15 

75/25 

17 

5536 

-2 

14.0 

-13 

0.3 

3.9 

U 

53 

STATE  STREET  BOSTON 

1 1651 

7658 

24 

58/42 

32 

2105 

-15 

45.7 

135 

1.8 

3.3 

:< 

54 

SIGNET  BANKING 

1 1405 

8344 

10 

85/15 

1 

6445 

-1 1 

182.7 

212 

1.5 

1.5 

55 

FIRST  AMERICAN  BANKSHARES 

11037 

9044 

1 

79/21 

2 

6615 

-4 

308.0 

562 

2.2 

NA 

56 

AMERITRUST 

1  101  1 

9277 

6 

84/16 

3 

8233 

0 

325.2 

638 

1.8 

6.9 

L 

57 

MICHIGAN  NATIONAL 

10956 

9018 

-3 

85/15 

0 

6784 

0 

73.1 

-43 

0.9 

2.0 

U 
i: 

58 

BANCORP  HAWAII 

10699 

8785 

25 

86/14 

12 

6388 

31 

28.0 

34 

0.3 

5.1 

59 

VALLEY  NATIONAL 

10551 

9628 

3 

81/19 

NM 

6532 

-10 

88.6 

-75 

2.6 

2.1 

if 

60 

DOMINION  BANKSHARES 

10369 

8036 

5 

87/13 

0 

6913 

-1 

234.5 

385 

1.3 

1.1 

i: 

61 

BAYBAHKS 

10082 

8960 

2 

82/18 

0 

7130 

-1 1 

290.0 

287 

2.2 

2.3 

I 

62 

FIRSTAR 

9383 

7523 

10 

75/25 

0 

5792 

8 

37.2 

-15 

0.5 

1.2 

l: 

63 

SOUTHTRUST 

9006 

7228 

19 

85/15 

2 

5531 

18 

44.6 

1 1 1 

0.7 

0.3 

64 

BANPONCE  If) 

8984 

7423 

51 

80/20 

MA 

5373 

64 

53.0 

24 

1.5 

0.0 

I1 

65 

BANK  OF  TOKYO  TRUST 

8771 

4735 

-19 

75/25 

58 

4193 

5 

44.9 

-40 

1.1 

NA 

l: 

66 

AMSOUTH  BANCORP. 

8706 

7067 

6 

83/17 

0 

5642 

0 

31.1 

-28 

0.8 

2.1 

it 

67 

BANCAL  TRI-STATE  (b) 

8478 

5929 

12 

80/20 

30 

7364 

15 

85.0 

136 

0.8 

6.9 

t.; 

68 

OLD  KENT  FINANCIAL 

8205 

6961 

3 

87/13 

2 

5318 

5 

32.1 

33 

0.5 

0.0 

c 

69 

FIRST  MARYLAND  BANCORP 

8176 

5992 

21 

76/24 

4 

4969 

-2 

97.2 

165 

1.1 

7.0 

70 

FIFTH  THIRD  BANCORP 

7956 

6385 

10 

85/15 

0 

5497 

6 

39.9 

9 

0.7 

1.7 

1 

71 

FIRST  EMPIRE  STATE 

7715 

6201 

27 

90/10 

3 

5373 

23 

27.4 

79 

0.3 

1.4 

if 

72 

INTEGRA  FINANCIAL 

7627 

6667 

15 

87/13 

0 

4221 

5 

77.6 

27 

1.1 

0.2 

'.7 

73 

MERCANTILE  BANCORP. 

7617 

6161 

13 

79/21 

0 

5386 

11 

45.4 

-52 

0.8 

1.3 

u 

74 

MARSHALL  &  ILSLEY 

7460 

5980 

7 

76/24 

0 

4768 

3 

39.8 

222 

0.6 

0.0 

I.S 

75 

LASALLE  HATIOHAL 

7373 

5736 

102 

83/17 

1 

4755 

1 1 1 

22.7 

45 

0.4 

0.1 

76 

HIBERNIA 

7358 

6491 

1 1 

84/16 

2 

5166 

9 

166.8 

358 

1.7 

8.4 

r. 

77 

SANWA  BANK 

7140 

5241 

-6 

81/19 

15 

4698 

-1 

46.0 

-52 

0.7 

0.6 

U 

78 

SOUTH  CAROLINA  NATIONAL 

7051 

5020 

3 

82/18 

0 

4443 

6 

56.5 

132 

0.6 

2.3 

1 

79 

RIGGS  NATIONAL 

7051 

61  1  1 

2 

82/18 

25 

3791 

0 

105.5 

1788 

0.9 

0.0 

.( 

80 

COMMERCE  BANCSHARES 

6709 

5764 

16 

78/22 

0 

3280 

1 

15.1 

-4 

0.5 

0.5 

i.; 

81 

FIRST  TENNESSEE  NATIONAL 

6708 

5343 

8 

79/21 

0 

3831 

5 

63.6 

0 

1.2 

0.2 

.1 

82 

FIRST  SECURITY 

6493 

5000 

13 

82/18 

0 

4568 

7 

48.6 

35 

0.8 

2.1 

.t 

83 

FIRST  AMERICAN 

6480 

5556 

-5 

82/18 

0 

4226 

-9 

193.7 

77 

2.8 

0.4 

84 

FIRST  ALABAMA  BANCSHARES 

6344 

5353 

13 

84/16 

0 

4092 

15 

24.2 

53 

0.4 

0.1 

.( 

85 

STAR  BANC 

6295 

5130 

3 

83/17 

0 

4560 

7 

40.4 

14 

0.7 

2.6 

86 

INB  FINANCIAL 

6263 

4979 

6 

79/21 

NA 

4165 

4 

62.1 

57 

1.2 

0.8 

i 

87 

UNITED  BANKS  OF  COLORADO 

6258 

5215 

10 

74/26 

3 

2988 

-7 

179.6 

376 

3.1 

1.7 

t 

88 

CENTRAL  FIDELITY  BANKS 

6173 

4533 

9 

87/13 

0 

3577 

1 

45.0 

161 

0.5 

0.0 

89 

MERCHANTS  NATIONAL 

5818 

4406 

7 

79/21 

0 

3642 

4 

63.4 

94 

0.9 

2.9 

90 

FIRST  FLORIDA  BANKS 

5780 

4937 

6 

79/21 

0 

3820 

3 

1  16.6 

518 

1.3 

0.0 

91 

FIRST  HAWAIIAN 

5509 

4777 

6 

83/17 

6 

3262 

16 

9.1 

1 

0.1 

3.0 

: 

92 

FIRST  VIRGINIA  BANKS 

5384 

4716 

7 

83/17 

0 

3434 

3 

13.4 

21 

0.3 

0.0 

93 

BANK  SOUTH 

5184 

4028 

8 

79/21 

0 

3258 

-2 

98.1 

381 

1.4 

1.7 

: 

94 

BB&T  FINANCIAL 

5159 

4406 

3 

87/13 

3 

3424 

-3 

19.2 

54 

0.4 

0.0 

95 

CITY  NATIONAL 

4956 

4102 

5 

71/29 

0 

3078 

1  1 

43.0 

18J 

0.7 

0.0 

96 

DEPOSIT  GUARANTY 

4923 

4010 

36 

82/18 

0 

2532 

12 

46.4 

175 

1.2 

1.6 

97 

CENTRAL  BANCSHARES  OF  THE  SOUTH 

4915 

3523 

9 

82/18 

0 

3105 

10 

20.6 

12 

0.5 

0.1 

98 

MERCANTILE  BANKSHARES 

4886 

3672 

9 

82/18 

0 

3258 

6 

15.0 

50 

0.3 

0.4 

99 

ISRAEL  DISCOUNT  BANK  (b) 

4852 

4463 

1 

97/3 

39 

993 

-2 

23.8 

6 

1.8 

0.0 

100 

FIRST  CITIZENS  BANCSHARES 

4825 

4282 

32 

85/15 

0 

2666 

23 

9.6 

-19 

0.3 

0.0 

ALL  COMPANY  COMPOSITE  (Dollar  figures  In  bll 

ions)  2337.2 

1698.1 

6 

81/19 

16 

1500.9 

2 

24.2 

1 

1.5 

4.9 

J 
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E 

o 

A 

R 

D 

ORMANCE 

MARKET  VALUE 

RETURN 

RETURN 

NET 

NET 

5-YEAR 

? 

NET 

CHG. 

ON 

ON 

INTEREST 

CHG. 

INCOME 

AVER. 

CHG. 

ME 

INCOME 

FROM 

ASSETS 

LEVER- 

EQUITY 

INCOME 

FROM 

AS  %  OF 

GROWTH 

o /Op /O 1 

o/ zo/ y  i 

FROM 

0 

1 990 

1989 

1990 

AGE 

1990 

1990 

1989 

NET  INT. 

EPS 

DIVIDEND 

L. 

$  MIL. 

% 

% 

1990 

% 

$  MIL. 

% 

INCOME 

% 

YIELD 

$  MIL. 

% 

RANK 

6 

85.2 

-21 

0.73 

15.2 

11.1 

442 

8 

19.3 

6.6 

4.92 

952 

0 

38 

2 

115.4 

2 

0.93 

21.2 

19.8 

287 

5 

40.2 

25.5 

2.26 

1264 

14 

35 

2 

117.3 

13 

1.15 

15.8 

18.1 

292 

25 

40.2 

14.7 

1.58 

1663 

26 

25 

8 

41.4 

-66 

0.34 

16.4 

5.5 

470 

2 

8.8 

-1.9 

10.95 

379 

-51 

74 

5 

-142.3 

NM 

-1.27 

13.6 

-17.3 

380 

-1 

-37.4 

NA 

NA 

NM* 

NM 

NR 

9 

-96.4 

NM 

-0.91 

16.2 

-14.7 

431 

-2 

-22.4 

NM 

5.07 

472 

-40 

61 

0 

48.0 

-74 

0.42 

15.5 

6.5 

422 

-5 

11.4 

14.9 

9.20 

318 

-51 

77 

2 

95.7 

20 

1.04 

16.4 

17.1 

356 

21 

26.9 

17.6 

3.01 

992 

30 

37 

5 

7.5 

NM 

0.07 

22.5 

1.7 

448 

-5 

1.7 

-37.3 

0.00 

396 

43 

72 

8 

-37.1 

NM 

-0.38 

17.1 

-6.5 

386 

-1 

-9.6 

NM 

5.03 

334 

-55 

76 

4 

-69.8 

NM 

-0.70 

18.0 

-12.7 

392 

-3 

-17.8 

NM 

0.00 

272 

-24 

79 

4 

97.6 

12 

1.09 

15.0 

16.4 

367 

5 

26.6 

15.9 

4.21 

729 

9 

45 

4 

69.7 

-4 

0.85 

15.7 

13.3 

306 

15 

22.7 

7.1 

5.96 

493 

-13 

57 

4 

63.4 

13 

1.09 

14.3 

15.5 

344 

16 

18.4 

12.3 

4.78 

502 

27 

56 

4 

31.4 

27 

0.35 

21.3 

7.4 

140 

-6 

22.4 

NA 

NA 

NM* 

NM 

NR 

5 

76.7 

21 

0.90 

14.9 

13.5 

305 

7 

25.2 

2.8 

5.76 

586 

6 

53 

5 

11.5 

-67 

0.14 

16.7 

2.3 

293 

13 

3.9 

NA 

NA 

NM* 

NM 

NR 

3 

87.5 

2 

1.09 

13.7 

15.0 

323 

7 

27.1 

8.3 

4.64 

665 

-7 

47 

7 

43.5 

-41 

0.59 

14.4 

8.4 

318 

11 

13.7 

NA 

NA 

NM* 

NM 

NR 

5 

120.4 

11 

1.64 

9.9 

16.2 

308 

6 

39.1 

11.7 

2.63 

1615 

24 

26 

9 

53.9 

6 

0.79 

16.4 

13.0 

239 

19 

22.5 

15.5 

1.98 

469 

6 

62 

8 

26.1 

-27 

0.36 

13.5 

4.9 

293 

5 

8.9 

-12.5 

6.23 

465 

-25 

63 

7 

56.7 

NM 

0.81 

16.5 

13.4 

267 

5 

21.3 

-32.9 

4.96 

459 

5 

64 

3 

71.3 

-17 

1.00 

12.2 

12.1 

291 

7 

24.5 

7  8 

3.71 

676 

-5 

46 

1 

76.2 

117 

0.92 

16.8 

15.5 

261 

103 

29.2 

49.0 

NA 

NM* 

NM 

NR 

Od 

-11.0 

NM 

-0.15 

19.3 

-2.9 

284 

20 

-3.9 

NM 

9.23 

181 

-67 

86 

8 

35.2 

145 

0.51 

14.0 

7.1 

260 

2 

13.5 

NA 

NA 

NM* 

NM 

NR 

9 

49.9 

-16 

0.78 

15.0 

11.7 

266 

7 

18.7 

9.3 

4.03 

430 

-10 

66 

4 

-56.6 

NM 

-0.80 

20.7 

-16.6 

181 

-4 

-31.4 

NM 

4.90 

169 

-35 

88 

4 

57.5 

-3 

0.96 

13.5 

13.0 

215 

2 

26.7 

-3.4 

2.82 

474 

10 

58 

1 

47.9 

66 

0.74 

16.6 

12.3 

256 

5 

18.7 

-0.6 

6.56 

403 

-2 

71 

4 

45.7 

1 

0.72 

13.6 

9.8 

260 

8 

17.6 

28.2 

4.49 

409 

-5 

70 

2 

-62.4 

NM 

-0.90 

16.8 

-15.2 

238 

-10 

-26.2 

NM 

0.00 

204 

-56 

82 

5 

68.9 

10 

1.23 

11.1 

13.6 

236 

7 

29.2 

4.9 

4.09 

770 

38 

43 

9 

64.9 

12 

1.08 

12.4 

13.4 

254 

7 

25.6 

9.4 

4.60 

628 

17 

49 

6 

40.6 

-32 

0.69 

13.7 

9.4 

226 

.1 

18.0 

4.8 

5.05 

426 

-15 

68 

9 

-170.0 

NM 

-2.79 

16.9 

-47.2 

236 

-10 

-72.0 

NM 

0.00 

474 

63 

60 

7 

55.8 

3 

1.02 

14.2 

14.5 

224 

5 

24.9 

8.6 

5.1 1 

426 

-6 

67 

9 

15.7 

-62 

0.28 

15.5 

4.4 

201 

3 

7.8 

-5.0 

6.49 

272 

-29 

80 

1 

-11.5 

NM 

-0.20 

13.6 

-2.8 

224 

4 

-5.1 

NM 

7.46 

203 

-49 

84 

4 

71.5 

24 

1.35 

15.0 

20.3 

226 

17 

31.6 

20.2 

3.64 

810 

29 

42 

8 

65.1 

-3 

1.25 

10.9 

13.6 

245 

3 

26.5 

6  3 

4.80 

587 

? 

52 

2 

-2.4 

NM 

-0.05 

16.7 

-0.8 

202 

2 

-1.2 

NM 

7.17 

249 

-30 

81 

3 

53.6 

15 

1.05 

14.4 

15.0 

210 

10 

25.5 

9.7 

4.23 

424 

13 

69 

0 

44.0 

-27 

0.96 

14.7 

14.1 

203 

4 

21.7 

14.5 

4.34 

474 

-34 

59 

8 

24.5 

-23 

0.54 

17.4 

9.4 

162 

15 

15.1 

-0.9 

6.06 

203 

-1 

83 

8 

48.9 

17 

1.04 

14.8 

15.4 

181 

17 

27.0 

9.1 

5.10 

358 

19 

75 

9 

68.9 

4 

1.56 

9.4 

14.7 

207 

3 

33.3 

11.9 

3.47 

735 

67 

44 

2 

20.3 

0 

0.42 

18.0 

7.6 

102 

1 

19.9 

NA 

NA 

NM* 

NM 

NR 

4 

28.4 

5 

0.71 

16.6 

11.8 

155 

10 

18.3 

3.5 

1.70 

176 

-26 

87 

9 

8.9 

10 

0.34 

19.2 

6.5 

78.1 

-20 

11.4 

-8.2 

4.89 

121.6 

-5 
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BEBEAR:  "THE  BEST  TIME  TO  INVEST  IS  WHEN  THINGS  AREN'T  GOING  THAT  WELL' 


CLAUDE  BEBEAR  PURSUES 
HIS  AMERICAN  DREAM 


The  chairman  of  France's  Axa  covets  Equitable — warts  and  all 


Claude  Bebear  has  one  obsession:  to 
become  a  big  player  in  the  U.  S. 
insurance  business.  The  55-year-old 
chairman  of  French  insurer  Axa  tried 
and  failed,  in  a  marathon  bid  for  Califor- 
nia's Farmers  Group  in  11)89.  Now,  Be- 
bear is  back  on  the  acquisition  trail.  And 
he  seems  to  have  found  his  prey:  Equita- 
ble Life  Assurance  Society  of  the  U.  S. 

This  time,  the  quarry  may  be  willing. 
Equitable,  a  mutual  company,  aims  to 
raise  up  to  $1  billion  to  bolster  its  capital 
base,  weakened  by  a  decade-long  junk- 
bond  binge  and  soured  real  estate  deals. 
As  soon  as  regulators  give  the  green 
light,  the  New  York-based  company 
wants  to  demutualize,  or  sell  shares  to 
the  public.  Now,  Equitable  is  technically 
owned  by  its  2.5  million  policyholders.  A 
$1  billion  investment  would  buy  Axa 
more  than  50$  of  Equitable — and  con- 
trol of  the  U.  S.'s  No.  3  insurer.  Neither 
company  will  comment,  but  sources 
closi  in  both  insurers  confirm  that  talks 
are  under  way. 

fl  prospect  of  diving  into  a  sea  of 
troubles  doesn't  faze  Bebear,  an  unre- 
lenting tighter  who  in  just  15  years  has 
built  up  France's  biggest  private  insur- 
ance empire.  Bebear  took  the  helm  at 
Axa  in  1974,  when  the  company  was 
pulling  in  a  mere  $130  million  in  annual 


premiums.  He  set  off  on  a  buying  tear, 
and  today  Axa  has  $8.(i  billion  in  premi- 
ums and  earnings  of  $630  million. 

Unlike  the  upper-crust  executives  who 
run  most  French  insurers,  Bebear  is  a 
schoolteacher's  son,  known  as  a  scrap- 
pier who  takes  on  some  of  the  biggest 
figures  in  French  business.  His  first  bat- 
tle pitted  him  against  French  construc- 
tion king  Francis  Bouygues,  from  whom 
he  wrested  an  ailing  insurer.  In  1988,  an 
alliance  between  Axa  and  Compagnie  du 
Midi,  headed  by  financier  Bernard  Pa- 
gezy, created  Axa-Midi,  to  be  run  jointly 
by  both  men.  But  the  honeymoon  was 
short.  Pagezy  saw  the  new  entity  as  a 
far-flung  financial  holding  company, 
while  Bebear  wanted  to  stick  with  insur- 
ance. By  1989,  Bebear  had  engineered  a 
boardroom  coup  for  the  first  time  ever 
in  France — and  Pagezy  was  out. 

Todav,  one-third  of  Axa's  sales  are 


When  Bebear  took  over  in 
1974,  Axa  took  in  just  $130 
million  in  premiums.  Today, 
its  premiums  are  $8.6  billion 


! 


outside  France,  mainly  in  Britain,  wher* 
he  owns  Equity  &  Law.  But  when  stat< 
owned  French  insurers  are  include* 
,  Axa  still  ranks  only  third  at  home  an 
30th  in  the  world — a  ranking  Bebe 
badly  wants  to  improve. 

That  desire  led  him  into  a  frustratin 
episode  in  the  U.  S.  in  1989,  when  BritisB 
financier  Sir  James  Goldsmith  launche 
a  $24  billion  takeover  bid  for  Britis 
American  Tobacco  Co.,  whose  holding 
included  Farmers.  Goldsmith  promise 
Bebear  Farmers  in  exchange  for  a 
billion  contribution  to  the  takeover  bid 
no  deal.  But  Bebear  faced  a  monste 
Farmers  is  composed  of  mutual  comp; 
tries  based  in  11  different  states,  each  ( 
whose  regulators  had  to  approve  tr 
deal.  Still  recovering  from  heart  su 
gery,  Bebear  went  on  a  five-month  p: 
grimage  to  state  capitals  in  Idaho,  Ariz 
na,  Illinois,  Texas,  and  elsewhere  t 
plead  with  regulators.  He  shipped  1( 
boxes  of  documents  to  the  various  state 
and  endured  countless  hearings.  All 
no  avail.  Goldsmith's  deal  got  hopeless 
tangled  in  lawsuits  and  was  dropped 
April,  1990,  and  Bebear  lost  his  claim  c 
Farmers. 

An  Equitable  takeover  could  have  i 
own  pitfalls.  Experts  believe  it  will  tal 
at  least  a  year  before  Equitable's  plan 
sell  stock  clears  New  York  State  regul 
tory  hurdles.  The  state's  deputy  superi 
tendent  of  insurance,  Kevin  Foley,  saj 
New  York  will  have  to  approve  any  de; 
Then,  Bebear  may  have  to  buy  out  inc 
vidual  policyholders,  who  could  get 
least  half  of  the  company's  stock  as  pa 
of  the  financial  restructuring. 

Then  there's  Equitable's  sorry  cone 
tion.  For  1990,  the  insurer's  capital  fe 
by  a  worrisome  17.5'/' ,  to  a  mere  $1 
billion.  The  company  is  in  no  danger 
failing,  but  troubles  are  hurting  sale 
and  fresh  capital  would  do  much  to  b( 
ster  confidence.  Sources  close  to  A) 
say  that  Equitable's  strength  in  the  li 
business,  vs.  riskier  businesses  such 
casualty  insurance,  makes  it  attractiv 
as  does  its  extensive  sales  operatio 
The  asset  portfolio,  littered  with  bad  re 
estate,  is  still  being  scrutinized  by  Ax 

Bebear  waved  away  problems 
Farmers  in  1989,  saying  "the  best  tin 
to  invest  is  when  things  aren't  goir 
that  well."  He  would  likely  say  the  san 
today.  And  since  the  Farmers  debacl 
more  foreigners  have  bought  up  U 
insurers:  Germany's  Allianz  snapped  i 
Fireman's  Fund  for  $1.1  billion  last  yea 
With  $1  billion  that  Equitable  so  despe 
ately  needs  in  his  pocket  and  a  tra< 
record  to  match,  Bebear  may  yet  make 
across  the  Atlantic. 

By  Blanca  Riemer  in  Paris,  with  Lar 
Light  in  New  York 


lit 
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Y  GENE  G.  MARCIAL 


S  PIC  'IT  SAVE 
I  BARGAIN 
EASEMENT  BUY? 

Proxy  fights  attract  investors  to 
companies  like  bees  to  honey. 
Pic  'N'  Save,  a  retailer  of  dis- 
sunted  "close-out"  merchandise,  was 
ne  of  the  companies  that  underwent  a 
roxy  battle  last  summer,  and  some 
hareholders  made  sweet  profits  when 
iirard  Partners  dislodged  manage- 
lent.  Pic's  stock  raced  up  to  20  a 
hare  from  11  at  the  height  of  the  bat- 
e.  But  as  the  overall  stock  market  hit 
le  skids  and  investors  bailed  out,  the 
tock  dived  to  as  low  as  6.  Now,  some 
f  the  big  investors  have  started  buy- 
ig  again,  pushing  the  stock  up  to  13 
rom  8  in  early  January. 
A  new  proxy  fight  is  not  in  the 
ards,  but  some  pros  believe  that  Pic 
as  become  an  attractive  turnaround 
tock.  They  say  the  management  that 
lirard  put  in,  led  by  new  Pic  Chairman 
eter  Willmott  (former  chairman  of  de- 
artment-store  chain  Carson  Pirie 
cott)  is  committed  to  enhancing  share- 
older  interests  and  will  take  steps  to 
ick  up  the  stock.  Girard  also  brought 
l  Len  Williams,  a  former  president  of 
'aldor  and  Gold  Circle  stores,  as  CEO. 
"We  think  management  is  focusing 
n  two  objectives:  Cutting  debt  and 
brinking  capitalization  through  a  ma- 
)r  share-buyback  sometime  soon," 
ays  one  New  York  money  manager, 
po  notes  that  Pic  already  repur- 
hased  5  million  shares  in  December, 
[e  figures  that  based  on  earnings 
lone,  the  stock  could  hit  20  this  year. 
The  kicker  is  that  once  Pic  shapes  up, 
;  will  again  become  an  attractive  take- 
ver  target,"  says  this  pro. 
iard-pressed.  Kathy  Auslander,  an 
nalyst  at  Brean  Murray,  Foster  Secu- 
ities,  is  also  high  on  the  stock.  Since 
'ic  is  flush  with  about  $30  million  in 
xcess  cash,  she  says  that  a  major 
hare  repurchase  is  almost  inevitable, 
ihe  emphasizes  that  Pic  operates  a 
rofitable  niche  business:  It  sells 
heaply  priced  goods.  The  company  op- 
rates  191  retail  stores  in  the  West, 
louth,  and  Southeast.  Its  merchandise 
icludes  name-brand  apparel,  house- 
wares, toys,  beauty  aids,  and  health 
iroducts.  Pic  buys  from  hard-pressed 
producers  at  prices  below  wholesale. 

Auslander  notes  that  the  new  man- 
agement is  trying  to  improve  margins 
iy  tightening  inventory  controls  and 
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cracking  down  on  pilferage.  The  com- 
pany has  sold  some  assets,  such  as  14 
Job  Lot  Pushcart  stores  in  New  York 
and  New  Jersey.  She  figures  that  Pic 
will  earn  $1  to  $1.05  in  the  year  ending 
Jan.  30,  1992,  and  $1.25  to  $1.35  in  fis- 
cal 1993,  vs.  87$  (before  charges)  in 
1991.  If  her  projections  are  right,  Pic's 
stock  is  selling  at  close-out  prices. 


SEA  CONTAINERS 
RIDES  A  WAVE 

A funny  thing  happened  to  Sea 
Containers  during  the  Persian 
Gulf  hostilities:  Earnings  came 
under  tremendous  pressure  as  trade 
and  travel  slackened,  but  its  stock  kept 
going  up.  Earnings  in  the  final  quarter 
of  1990  fell  to  25$  a  share  from  67$  a 
year  ago,  and  1991's  first  quarter  is 
expected  to  be  in  the  red.  Yet  Sea  Con- 
tainers' stock  soared  from  34  in  De- 
cember to  55  on  Apr.  9. 

Clearly,  investors  were  betting  that 
once  the  war  ended,  the  prospects  for 
Sea  Containers,  which  leases  special- 
ized marine  containers,  operates  high- 
speed ferries,  and  owns  hotels  in  Ven- 
ice, Cape  Town,  and  Rio  de  Janeiro, 
would  improve  markedly.  "And  they 
definitely  will,"  says  investment  man- 
ager Graham  Tanaka,  who  sees  earn- 
ings rebounding  sharply  in  1992. 

Analyst  Mike  Carstens  of  Tucker 
Anthony  agrees.  The  rebuilding  of  Ku- 
wait, economic  recovery  in  Britain,  and 
renewed  world  trade  growth  are  likely 
to  boost  Sea  Containers'  earnings  this 
year  to  $9  a  share,  he  estimates.  In 
1992,  he  sees  profits  of  $12  to  $13  a 
share,  as  recoveries  in  the  U.  S.  and 
Britain  get  under  way. 


Last  year,  the  drop  in  the  travel  and 
hotel  business,  plus  the  rise  in  the  cost 
of  aviation  fuel,  which  the  company's 
Hovercraft  ferries  use,  exacerbated 
the  already  bad  effects  of  the  soft 
economies  in  the  U.  S.  and  Britain,  ex- 
plains Carstens.  But  he  expects  earn- 
ings will  jump  starting  in  the  third 
quarter.  Sea  Containers  has  sold  cer- 
tain assets  as  part  of  a  restructuring 
designed  to  thwart  possible  takeover 
attempts.  On  the  basis  of  its  earnings 
alone,  he  says,  the  stock  is  worth  $100 
a  share. 


THE  BIG  BUZZ  OVER 
A  BUG-KILLER 


Ecogen  is  a  tiny  agricultural  bio- 
tech  company  that  has  been  a  gi- 
ant winner.  Its  stock  has  tripled 
in  two  months,  from  27s  in  late  Janu- 
ary to  8%  on  Apr.  9,  and  it  may  keep 
on  going,  say  some  investors. 

One  reason,  apart  from  the  market's 
recent  infatuation  with  small  over-the- 
counter  stocks,  is  that  New  York  inves- 
tor David  Blech  has  been  accumulating 
shares.  By  late  March,  his  stake  came 
to  nearly  61%.  Talk  is  that  he  may  end 
up  bidding  for  the  entire  company, 
which  has  yet  to  make  money.  Reve- 
nues in  1990  were  a  paltry  $2.1  million. 

Ecogen  has  been  lining  up  big  part- 
ners in  its  development  of  natural  pes- 
ticides, which  include  the  Cutlass  (R) 
bioinsecticide  that  California  approved 
in  March  to  protect  lettuce,  cabbage, 
tomatoes,  and  other  vegetable  crops 
from  caterpillars.  It's  already  being 
sold  in  Texas,  Florida,  and  Georgia. 

But  the  next  Ecogen  surprise,  says 
one  money  manager,  will  be  a  licensing 
agreement  to  be  signed  soon  with  Pio- 
neer Hi-Bred  International,  a  major 
seller  of  seed  corn,  for  Pioneer's  use  of 
Ecogen's  insecticidal  toxin  genes.  The 
genes,  derived  from  certain  bacteria, 
produce  a  natural  protein  that  has  no 
known  toxic  effect  on  nontarget  in- 
sects, humans,  animals,  or  plants.  They 
are  designed  to  protect  cornstalks 
against  pests  such  as  the  European 
corn  borer.  Pioneer  is  expected  to  use 
the  genes  in  its  new  corn  varieties. 

Ecogen  will  receive  an  up-front  fee 
from  Pioneer,  says  one  source,  as  well 
as  royalties  on  Pioneer's  sale  of  any 
seed  corn  containing  Ecogen's  insecti- 
cidal genes.  One  analyst  says  the  mar- 
ket for  the  corn  seed  is  about  $700 
million  a  year,  of  which  35%  is  con- 
trolled by  Pioneer.  Ecogen  said  the 
pact  with  Pioneer  will  boost  its  bottom 
line.  Pioneer  declined  comment. 
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THE  ENVIRONMENT! 


A  RED  ALERT 
OVER  THE  OZONE 


The  EPA  may  want  stricter  rules,  but  business  says  'whoa' 


RISKS  ARE  GROWING 


A few  months  ago,  Eileen  Claussen 
thought  that  the  earth's  protec- 
tive ozone  layer — and  perhaps 
the  globe's  inhabitants — had  been  saved 
from  a  grim  fate.  After  all,  the  Environ- 
mental Protection  Agency's  ozone  chief 
reasoned,  an  international  accord 
reached  last  summer  would  speed  the 
elimination  of  chemicals  that  destroy  the 
ozone  shield  and  let  excess  deadly  ultra- 
violet (UV)  light  reach  the  earth.  And  in 
the  1990  Clean  Air  Act,  Congress  com- 
mitted the  U.  S.  to  start  phasing  out  the 
chemicals,  known  as  chlorofluorocarbons 
(CFCs),  even  faster.  "We  thought  we  had 
done  it,"  Clausen  says. 

But  the  champagne  flowed  too  early. 
On  Apr.  4,  the  EPA  announced  the  re- 
sults of  a  sobering  new  study.  Measure- 
ments from  a  NASA  satel- 
lite revealed  that  the 
fragile  ozone  layer  has 
shrunk  as  much  as  5%  over 
the  U.S.  in  the  past  10 
years,  at  least  50%  more 
than  previously  estimated. 
Now,  Clausen  is  searching 
for  new  ways  to  get  rid  of 
ozone-killers.  "We're  going 
to  take  another  squeeze  at 
what's  left,"  she  says. 

The  question  is,  what's 
left  to  squeeze?  Some  67 
nations  have  now  signed 
last  June's  updated  Mon 
treal  protocol  to  ban,  by 
the  year  2000,  CFCs  and 
other  chlorine-containing 
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compounds  that  gobble  ozone.  This  con- 
version is  a  vast  undertaking,  since  the 
chemicals  are  used  in  everything  from 
refrigerators  and  car  air  conditioners  to 
semiconductor  factories.  Driven  in  part 
by  new  taxes  on  CFCs,  most  U.  S.  compa- 
nies are  on  schedule  to  meet  the  dead- 
line. "We're  going  pretty  darn  fast  as  it 
is,"  says  John  P.  Romanovsky,  manager 
of  corporate  environmental  engineering 
at  American  Telephone  &  Telegraph  Co. 
It  aims  to  be  CFC-free  in  its  chip  plants 
and  labs  by  the  end  of  1994. 
REAL  DANGER?  Any  EPA  push  for  a 
brisker  phaseout  would  probably  be  op- 
posed by  the  White  House  and  a  number 
of  scientists.  In  part,  that's  because  it's 
still  unclear  whether  the  thinning  ozone 
layer  will  cause  200,000  skin-cancer 


RE  PROTECTION  FOR  THE  OZONE  LAYER? 

ast  decade,  the  ozone  layer  has  thinned  by  up  to  8% 
t  of  the  U.S.  Here's  what  the  EPA'thinks  might  help: 


IN  DEVELOPING  COUNTRIES 

End  the  use  of  chlorofluorocarbons  (CFCs),  which  destroy 
the  ozone  layer,  much  earlier  than  the  current  deadline  of 
2010 — cutting  predicted  ozone  loss  by  about  one-third 

IN  THE  U.S. 

Adopt  nondamaging  CFC  substitutes — as  opposed  to  those  that 
still  damage  the  ozone  shield  a  little — sooner  than  the  current 
goal  of  2015.  Or  don't  use  the  interim  substitutes  at  all.  Such 
steps  could  cut  ozone  depletion  by  another  one-third 


deaths  in  the  U.  S.  by  2050,  as  EPA  e\ 
perts  predict,  or  imperil  crops  and  ec 
systems.  "Before  we  make  substantia 
policy  decisions  or  ask  other  countri 
to,  we  need  to  reassure  ourselves  thd 
the  science  is  correct,"  says  Michael  ll 
Deland,  chairman  of  the  White  Housj' 
Council  on  Environmental  Quality. 

Consider  the  effects  of  the  springtiiml 
Antarctic  ozone  hole,  which  is  caused  bl 
a  combination  of  CFCs,  ice,  sunlight,  an  a 
meteorology.  Under  the  hole,  UV  leve' 
soar.  Scientists  have  shown  that  th:  I 
slows  the  growth  of  some  planktoijl 
which  form  the  basis  of  the  ocean]: 
highly  productive  food  chain.  That  raise! 
the  specter  of  ecological  catastrophe 
But  researchers  also  have  found  thai 
many  species  make  protective  "suntail 
ning"  chemicals.  "Clearly  there  is  an  inl 
pact,"  says  oceanographer  Raymonlj 
Smith  of  the  University  of  California  I 
Santa  Barbara,  who  is  analyzing  receil 
Antarctic  experiments.  "But  whether  1 
is  significant  or  not,  we  don't  know."  $ 
There  are  similar  uncertainties  close*  J 
to  home.  By  growing  soybeans  unda 
tanning  lamps,  University  of  Maryland 
botanist  Alan  H.  Teramura  has  foun|l 
that  a  1%  decline  in  ozone  causes  a  1 
drop  in  the  crop's  yield.  Worse,  the 
fects  of  added  uv  appear  to  be  cumul 
tive  in  long-lived  species,  such  as  tree 
But  some  plants  seem  to  adapt.  Ter 
mura  has  found  the  same  species  gro\ 
ing  both  at  sea  level  and  on  mountai: 
tops,  where  uv  light  is  40%  stronger. 

For  humans,  the  thinning  ozone  la 
er's  biggest  direct  threat  is  skin  cance 
Studies  by  epidemiologists  show  th; 
basal  and  squamous  skin-cancer  rates  i 
crease  with  greater  exposure  to  UV  ligr 
Moving  from  low,  cloudy  Seattle  to  hig 
sunny  Albuquerque,  for  example,  whe: 
ultraviolet  radiation  is  twice  as  stron 
raises  the  chances  of  getting  such  sk 
cancers  fourfold. 
The  connection  isn't  as  clear  with  tl 
most  dangerous  skin  ca 
cer,  melanoma,  whic 
strikes  more  affluent  c 
fice  workers  more  ofte 
than  those  who  toil  in  tl 
sun.  The  suspected  cause 
include  bad  sunburns 
early  childhood  or  jolts 
sun  on  unprepared  sk 
during  winter  vacations 
the  tropics.  While  melan 
ma  rates  have  been  risir 
by  4%  a  year  since  the  mi 
1970s,  says  National  Ca 
cer  Institute  epidemiologi 
Joseph  Scotto,  "I  wou 
hesitate  to  say  it  was  b 
cause  of  the  ozone."  Sec 
to's  own  measurements 


SCIENCE  &  TECHNOL'I 


radiation  striking  the  ground  in  eight 
S.  cities  showed  no  increase  from 
'4  to  1985.  "I  think  EPA  has  to  redo  its 
icer  numbers,"  he  says. 
Despite  the  uncertainty,  no  one  doubts 
it  protecting  the  gossamer  sheet  of 
me  is  a  vital  necessity.  And  in  the 
ke  of  the  NASA  data,  says  F.  A.  Vo- 
sberg  Jr.,  environmental  manager 
;h  Du  Pont  Fluorochemicals,  "the  EPA 
£oing  to  feel  compelled  to  get  people 
move  more  rapidly." 
&seout.  The  European  Community 
;  agreed  to  end  cfc  use  by  1997, 
impting  pressure  from  environmental- 
i  for  the  U.  S.  to  follow  suit.  But  EPA 
icials  aren't  sure  the  U.  S.  can  discard 
$135  billion  worth  of  CFC-based  de- 
Is  that  quickly.  Ford  Motor  Co.  has 
ved  to  use  only  chlorine-free  air  condi- 
lers  in  its  cars  by  1995,  and  General 
tors  Corp.  plans  to  follow  a  year  lat- 
But  older  cars  will  stay  on  the  road 
years.  And  the  EPA  estimates  that  a 
ter  U.  S.  phaseout  would  cut  world- 
le  ozone  depletion  by  less  than  10%. 
i till ,  the  EPA  might  set  tighter  stan- 
ds for  temporary  CFC  replacements 
t  contain  some  chlorine.  For  jobs 
:h  as  blowing  foam  to  make  contain- 
,  the  best  current  alternative  is  a 
npound  in  the  hydrochlorofluorocar- 
i  family.  It  has  857'  less  ozone-deplet- 
power  than  the  CFC  it  would  replace. 
i  Clean  Air  Act  calls  for  phasing  out 
jrim  substitutes — in  favor  of  entirely 
■mless  ones — by  2015.  Now,  says  EPA 
ministrator  William  K.  Reilly,  "they 
y  have  to  be  phased  out  sooner." 
"he  agency  also  sees  a  lot  to  gain 
m  leaning  on  developing  countries, 
der  the  current  international  accord, 
ticipating  Third  World  nations  have 
;il  2010  to  stop  using  CFCs.  But  some 
1  nations,  such  as  India  and  China, 
n't  on  board.  "It's  really  important 
t  they  all  join  and  that  we  all  phase 
j  together"  by  2000,  says  Claussen. 
'hat's  why  the  EPA  is  working  with 
Spanies  such  as  Northern  Telecom 
.,  to  bring  nonchlorine  solvents  to 
xican  factories.  The  agency  also  has 
h  hopes  for  a  $240  million  internation- 
fund  that  will  help  countries  such  as 
na  cut  their  use  of  CFCs  by  transfer- 
?  U.  S.  technology.  U.  S.  companies 
ik  that's  a  great  idea.  "It  is  a  market- 
;  opportunity  that  U.  S.  industry 
isn't  want  to  miss,"  says  Kevin  Fay, 
icutive  director  of  the  Alliance  for  Re- 
gisible  CFC  Policy,  an  industry  group. 
Vith  the  EPA  trying  to  persuade  the 
'eloping  world  to  move  faster,  and  the 
lite  House  opposed  to  new  rules  at 
ne,  Corporate  America  may  have 
Iged  a  bullet.  At  least  until  the  strato- 
lere  delivers  its  next  nasty  surprise. 
By  John  Carey  in  Washington,  with  Jo- 
h  Weber  in  Philadelphia  and  David 
odruff  in  Detroit 
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opments  to  Watc 


: 'resident  for  <.-..<: 
The  silicon-sphere  appro;  r    a  ;\ 

solaf  collector.  damage  to  a  few 
■^Hcrack  in  silicon  cells  can  put  - 

juflHal  systems  for  homes  should  • 


an  double  the  life  of  the  engine.  Pre-Luber  kits  are  a 

enthusiasts  who  are  willing  to  spd 
their  engines.  And  now,  some  boj 
up  to  offer  marine  versions  of  the  pun 
lit.  High-end  boats  from  Cigarette  RaciJ 
i  have  prelubrication  as  a  standard  featuj 
ffer  it  as  an  option.  For  trucks,  Japai 
and  Isuzu  Motors  Ltd.  are  evaluating  t| 


grandma  is  frail  and  80,  but  she  insists  on  living  aloJ 
ould  fall  or  get  sick?  The  police  in  til 
nalrnie,  Wash.,  have  a  solution:  a  $9,500  computer  systq 
utoniatically  calls  to  check  up  on  the  town's  old  folks. 

answer,  then  hang  up.  If  they  don't  answj 
vera!  tries,  or  if  they  do  and  press  an  emergen! 
I  lial  System,  developed  by  Portage  Commul 
ions  in  Seattle,  alerts  a  police  dispatcher,  who  sends  helf 
3randma  mind  hearing  a  recorded  message  fromj 
a;  all  is  impersonal,  too,''  says  Portal 
Harris,  who  developed  Care  Dial  while  woj 
a  local  telecommunications  company.  Snoqul 
:ad  ■■  thai  suffered  from  heavy  flooj 
I  lans  to  use  the  system  for  flood  alerl 


printing-press  giant  Heidelb(  r 
oped  a  new  color  printing  pi 


j^^Hping  the  ignition  key  alinu. 
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DATA:  NATIOHAL  ACADEMY  OF  SCIENCES 


irmed  anywhere  from  0.5F  to  1.1F  over  the  past 

ise  scientists  know  so  little  about  the  under] 
ienomena,  they  can't  be  certain  whether  the  rise 
I  by  greenhouse  warming  or  by  natural  clima] 

report  says  that  it  could  be  several  decades  befcj 
;  can  predict  whether  there  will  be  an  additioil 
and  how  big  it  might  be.  NevertheleJ 
■ientists  consider  the  consequences  of  the  worst- 
i  sufficiently  dire — on  food  production,  among  o 
justify  action  now.  But  the  scientists  don't  rec 
many  environmentalists  want — a  cap  on  cai 
■  emissions.  Instead,  they  suggest  a  "no  regrets" 
a<  tions  that  cost  little  and  have  other  benefits.  Tl 
?  phasing  out  ozone-eating  chlorofluorocarbons,  imprd 
ergy  efficiency,  and  planting  trees.  Such  policies  woif 
;.  emissions  of  greenhouse  gases  by  10/<  to  40%  frd 
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HAROLD  HOOK:  A  HUHTER 
WHO  FEELS  HUHTED 


His  acquisitive  insurer,  American  General,  goes  on  the  defensive 


TO  BOOST  EARNINGS,  HOOK  HAS  CONSOLIDATED  OPERATIONS  AND  CUT  STAFF 


When  Harold  S.  Hook  makes  an 
acquisition,  he  quickly  puts 
his  stamp  on  it.  The  chairman 
of  American  General  Corp.  imposes  his 
methods  on  virtually  every  area — from 
administration  to  marketing — and  on  the 
way  people  talk  about  them.  The  key 
element  of  his  management  system  is 
"Model-Netics."  a  collection  of  151  buzz- 
words, symbols,  and  axioms  he  devel- 
oped in  the  early  1970s  to  describe  his 
strategies.  The  "Northbound  train"  for 
example,  is  AG's  strategies  and  goals:  If 
you  don't  agree  with  them,  hop  off.  "It's 
a  lot  like  the  military."  says  Thomas  D. 
Barrow,  a  longtime  director.  "There's  a 
rule  and  method  of  doing  everything." 

Hook's  rules  and  methods  seemed  to 
fail  him  last  year,  though.  After 
quintupling  the  insurer's  assets,  to 
S34  billion,  through  takeovers  in 
the  1980s,  the  acquisitive  chairman 
almost  saw  his  own  company  tak- 
en over.  The  predator  was  rival 
Torchmark  Corp.,  whose  S50-a- 
share  offer  in  March.  1990,  sent 
AG's  stock  soaring  and  led  to  a 
proxy  battle.  Hook  won  the  fight 
by  promising  to  do  better  for  his 
shareholders.  Then  he  stunned 
them  by  putting  the  company  up 
for  auction.  But  with  financing 


dried  up  for  big  deals,  no  takers  came 
forward — not  even  Torchmark.  By  the 
time  he  took  AG  off  the  block  in  Decem- 
ber, seven  months  later,  the  stock  was 
dragging  near  a  six-year  low  (chart). 
margin  pressure.  Now,  Hook.  59.  is 
back  where  he  started — only  this  time, 
the  executive  renowned  for  his  tough 
offensive  tactics  is  on  the  defensive. 
Torchmark  has  said  that  it  will  stay 
away,  but  there  are  plenty  of  other  prob- 
lems. Hook  is  grappling  with  some  oper- 
ational weaknesses  in  AG's  core  busi- 
ness, home-service  life  insurance.  The 
unit,  which  sells  low-cost  life  insurance 
door-to-door,  compares  poorly  with  com- 
petitors. Its  expenses  are  nearly  double 
those  of  Torchmark's  home-service  unit. 
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Pressure  to  improve  margins  there! 
especially  great,  since  Hook  could  ha 
sold  the  business  to  Torchmark  k 
year.  After  getting  no  takers  for  t 
whole  company,  he  agreed  to  sell  p 
tions  of  it  in  September.  Yet  he  reject 
Torchmark's  $3.6  billion  bid  for  hoi 
service  as  too  low.  Says  one  Torchmar 
executive:  "He  went  through  the  n 
tions,  but  it  was  all  intended  to  ke 
control  of  his  company."  Hook  den 
any  deception. 

AG's  numbers  remain  discouragii 
too.  While  earnings  were  up  217c  in  19' 
to  $562  million,  thev  were  still  well  1 
low  their  1986  high  "of  $669  million.  a< 
stock  has  gained  307r,  to  around  40, 
this  year's  bull  market — but  it's  still  1 
short  of  Torchmark's  bid.  Grouses  ai 
lyst  Sarah  Velz  of  the  Teacher  Reti 
ment  System  of  Texas,  which  ow 
715,000  shares  of  AG:  "It's  going  to  be 
long  time  before  they  earn  enough 
justify  $50  a  share  again." 
'survivor.'  Hook  is  doing  what  he  can 
change  that.  In  March,  he  consolidat 
two  major  operations  in  AG's  bigg 
area  of  sales,  home  service,  by  iayi 
off  550  of  650  employees  and  folding 
Jacksonville  (Fla.)  center  into  its  Na: 
ville  operations.  Cost  cuts  last  year  h; 
already  boosted  operating  earnings 
some  noncore  units.  Operating  profits 
consumer  finance  rose  42S<,  to  $125  n 
lion,  helping  boost  overall  operati 
profits  16%,  to  $446  million.  "They 
still  not  efficient  enough,"  says  Thon 
G.  Richter,  an  analyst  at  Robinson-Hu 
phrey  Co.,  an  Atlanta  brokerage.  "I 
they're  headed  in  the  right  direction. 

Hook  is  even  talking  acquisitio 
again.  AG's  debt  is  a  healthy  267'  of  ca 
talization,  and  a  1990  cash  flow  of  ab 
$2.5  billion  puts  Hook  in  a  good  posit 
to  keep  enlarging  AG.  "Companies  v 
have  to  acquire  or  be  acquired,"  he  sa 
"and  we  plan  on  being  a  survivor." 

That  notion  of  survival  is  a  leitnv 
for  Hook.  His  chief  passion  is  the  B 
Scouts,  which  he  joined  in  1943,  attra 
ed  by  the  military-style  drills  and  strc 
on  survival  skills.  He  eventually  becai 
an  Eagle  Scout  and  years  later  joii 
the  national  board,  serving 
president  of  the  organization 
1988.  On  the  job,  Hook  has  a 
vorite  phrase  to  talk  about  surv 
al:  "the  cruel  sea."  Drawn  fr< 
his  Model-Netics  lexicon,  it  ref< 
to  the  Darwinian  harshness  of  t 
business  environment.  Sometin 
the  sea  behaves  in  strange  wa 
As  part  of  a  streamlining  in  19 
Hook  downgraded  managers' 
ties  companywide.  For  examp 
senior  vice-presidents  became  vi 
presidents.  Turnover  among  hij 
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ranking  executives  has  been  high  in  re- 
cen  years,  as  those  who  don't  produce 
are  quickly  shoved  out.  At  AG,  says  a 
former  executive,  "the  cruel  sea  works  a 
little  too  well." 

Hook  has  been  navigating  the  choppy- 
waters  of  insurance  for  more  than  35 
years.  The  son  of  a  Kansas  City  dairy 
farmer,  he  studied  business  and  account- 
ing at  the  University  of  Missouri  at  Co- 
lumbia, spent  three  years  in  the  Navy, 
and  then  went  into  insurance.  By  31,  he 
was  already  president  of  a  small  life  in- 
surer. A  decade  later,  when  he  was  pres- 
ident of  California-Western  States  Life 
Insurance  Co.  in  Sacramento,  American 
General  bought  the  company,  and  he 
came  on  board.  He  was  made  president 
of  American  General  in  1975  and  chair- 
man and  CEO  in  1978. 
raised  eyebrows.  At  the  time,  AG  was 
struggling  to  digest  several  acquisitions 
and  boost  falling  earnings.  Hook  began 
whipping  it  into  shape,  consolidating 
units  and  cutting  costs.  He  also  shook 
the  genteel  industry  with  his  aggressive 
acquisition  strategy.  Some  80r/>  of  Amer- 
ican General  today  has  been  acquired 
since  1982.  Hook's  $1.5  billion  hostile 
takeover  of  NLT  Corp.  in  1982  and  his 
$1.2  billion  purchase  of  Gulf  United's  in- 
surance operations  in  1984  remain  the 
largest  buyouts  in  the  industry.  AG  is 
now  composed  of  nine  subsidiaries,  the 
largest  being  home-service  life  insur- 
ance. Other  large  AG  units  include  con- 
sumer finance  and  retirement  annuities. 

Hook's  investment  strategy  is  an  area 
of  some  strength.  He  has  steered  AG's 
$23  billion  portfolio  clear  of  junk  bonds 
and  other  high-risk  investments:  Total 
nonperforming  bonds  and  mortgages  at 
A<;  are  only  1'  .  down  from  1.3'<  a  year 
ago  and  well  below  that  of  many  com- 
petitors. Just  before  the  market  plum- 
meted last  fall,  he  sold  90';  of  AG's  $1.1 
billion  common  stock  portfolio,  making  a 
profit  of  $176  million  after  taxes. 

By  the  time  the  market  turned  up 
again,  he  was  back  in,  bargain  hunting. 
In  January,  Hook  divulged  that  AG 
bought  a  less-than-5'/!  chunk  of  troubled 
insurer  Travelers  Corp.,  with  strength  in 
property /casualty  lines.  The  purchase 
raised  some  eyebrows,  but  Hook  says  it 
is  for  investment  purposes  only  and  de- 
nies interest  in  buying  the  whole  compa- 
ny. A  more  likely  takeover  candidate 
would  be  a  consumer  finance  company, 
though  Hook  won't  name  any  targets. 

Meanwhile,  Hook  has  to  wonder  when 
AG  will  show  up  in  another  acquirer's 
sights.  Despite  recent  improvements, 
AG's  shares  trade  just  barely  above  book 
value,  compared  with  the  more-profit- 
able Torchmark's  share  price  of  three 
times  book.  If  he  can't  keep  AG's  stock 
moving  upward,  Hook  could  wind  up 
with  a  mouthful  of  "the  cruel  sea." 

By  Mark  Ivey  in  Houston 


SYSTEMS  INTEGRATION! 


ROSS  PEROT'S  BABY 
TAKES  ITS  FIRST  BIG  STEPS 


His  computer-services  startup  is  winning  jobs  in  a  booming  mart 


■  t  was  just  like  old  times  again.  In 
I  January,  1988,  H.  Ross  Perot,  the 
H  flamboyant,  flag-waving  founder  of 
Electronic  Data  Systems  Corp.,  donated 
$20  million  to  the  University  of  Texas 
Southwestern  Medical  Center  in  Dallas. 
Then,  a  year  later,  Zale  Lipshy  Universi- 
ty Hospital,  which  is  affiliated  with  the 
medical  center,  handed  Perot's  new  com- 
pany, Perot  Systems  Corp.,  a  contract  to 
build  a  computer  network.  The  contract 
was  worth  only  $500,000,  and  Dr.  Ronald 
F.  Garvey,  the  hospital's  chief  executive 
at  the  time,  insists  there  was  no  quid  pro 
quo.  Still,  the  familiar  pattern  said  it  all: 
Ross  Perot  was  back. 

Indeed,  the  Texas  billionaire  is  once 
again  inspiring  awe,  envy,  and  some  an- 
ger among  rivals.  Perot  "swoops  in  with 
his  money  and  his  power  and  his  reputa- 
tion," says  Douglas  W.  Sewell,  a  manag- 
ing partner  for  integration  services  and 
technology  at  Andersen  Consulting,  the 
nation's  No.  3  systems  integrator. 
impressive  ROSTER.  Perot  inked  the  hos- 
pital deal  shortly  after  restrictions  in  a 
1986  separation  agreement  with  General 
Motors  Corp.  expired  and  he  was  again 
free  to  compete  in  computer  services 
against  Electronic  Data  Systems  Corp., 
the  industry  giant  that  he  sold  to  GM. 
And  in  the  2'/2  years  since,  Perot  Sys- 
tems, which  is  headquartered  in  Hern- 
don,  Va.,  and  runs  a  technical  center  in 
Dallas,  has  quietly  built  an  impressive 
roster  of  some  35  clients,  including 
American  Medical  International,  banking 
giant  XCXB,  insurer  ICH,  and  the  F.  W. 
Dodge  Div.  of  McGraw-Hill,  publisher  of 

BUSINESS  WEEK. 

Analysts  say  the  privately  held  compa- 
ny could  reach  $150  million  in  revenues 
this  year.  And  Perot,  with  his  usual 
swagger,  predicts  it  will  reach  $1  billion 
by  the  end  of  the  decade.  "We're  going 
great  guns,"  he  crows.  That's  more  than 
just  Texas  bragging,  says  Stephen  T. 
McClellan,  a  computer-services  analyst 
at  Merrill  Lynch  &  Co.  "So  far,  they've 
been  a  pretty  stellar  startup." 

One  reason  for  the  company's  success: 
Perot  Systems  is  in  a  sizzling  market. 
Yankee  Group  Inc.,  a  Boston-based  mar- 
ket-research firm,  says  that  the  world- 
wide business  of  managing  customers' 


data  processing  centers  and  mass| 
software  development  projects  will 
about  $21.5  billion  this  year.  And  thd 
businesses,  known  in  the  trade  as  oft 
sourcing  and  systems  integratif 
should  grow  at  an  annual  rate  of  almj 
209!  for  the  next  few  years. 

Perot  Systems  remains  puny  aloJ 
side  the   established  industry  hea» 
weights.  EDS,  the  market  leader,  rali 


PEROT'S  MAJOR  ORDtf 
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him  a  contract 


Sizl 
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AMERICAN  MEDICAL  INTERNATIONAL  1 21 
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MCGRAW-HILL 


NCNB 


DATA  COMPANY  REPORTS 


in  revenues  of  $6.1  billion  last  year.  : 
Corp.  generated  $3.6  billion  in  reven 
from  computer  services  last  year,  ; 
Andersen  Consulting,  a  unit  of  the 
counting  firm,  posted  $1.9  billion  in  : 
vices  revenues.  But  Perot  is  set 
breaking  into  the  big  leagues. 

On  Apr.  3,  Perot  announced  that, 
had  snared  a  $100  million  contract  w 
Robert  Plan  Corp.,  a  Lynbrook  (N. 
insurer,  and  a  $400  million  deal  v 
First  American  Bankshares  Inc. 


94  BUSINESS  WEEK/APRIt  22,  1991 


INFORMATION  PROCE1 


:ts  were  especially  impressive  because 
both  cases  Perot  won  the  bidding 
tinst  rivals  IBM  and  EDS.  Perot  has 
in  beaten  out  EDS  for  the  business  of 
!  of  GM's  major  suppliers,  Kelsey- 
yes  Co.,  a  Romulus  (Mich.)  auto-parts 
ker.  Neither  side  will  disclose  details 
the  contract,  which  is  scheduled  to  be 
ned  in  May. 

Vhat  Perot  hopes  to  do  is  build 
ither  computer-services  giant  similar 
EDS.  He  founded  that  company  in 
2,  and  by  1973,  it  was  taking  in 

0  million  a  year.  In  1984,  revenues 

1  soared  to  $1  billion,  and  GM  paid 
5  billion  in  cash  and  stock  for  the 
cern.  Perot  stayed  on  to  run  EDS, 

his  penchant  for  speaking  his  mind 
tut  his  new  bosses  ran  afoul  of  the 
o  maker's  corporate  culture.  So  GM 
ight  him  out  in  1986  for  $750  million. 

part  of  the  deal,  Perot  agreed  not 
hire  any  EDS  employees  or  compete 
h  EDS  until  June  1,  1988.  For  an 
itional  18  months,  he  couldn't  sell 


lputer  services  on  a  for-profit  basis, 
'here  was  never  much  doubt  that  as 
n  as  he  could,  Perot  would  be  back  in 
computer  business.  The  initials  of 
Perot  family  fund  that  put  up  $20 
lion  to  start  the  new  company  are 
GA,  for  Here  We  Go  Again.  Perot 
in  refers  to  his  new  company  as  P.  S., 
mply  a  follow-on.  And  he  wasted  lit- 
time  once  GM's  legal  barriers  fell.  On 
very  day  that  the  restrictions  lapsed, 
•ot  simultaneously  launched  Perot 


Systems  and  hired  eight  of  EDS's  top 
people.  The  list  included  Perot  Systems 
President  J.  Patrick  Horner,  who  had 
been  president  of  EDS's  Government 
Marketing  Div.;  Ross  N.  Reeves,  an  18- 
year  EDS  veteran  in  charge  of  computer 
centers  and  networks;  and  Donald  D. 
Drobny,  president  of  EDS  Communica- 
tions Corj  i.,  which  markets  communica- 
tions equipment. 

Today,  35$  of  Perot  Systems'  1,200 
employees — and  60$  of  the  top  50  peo- 
ple— are  from  EDS.  Perot  insists  he 
bears  no  malice  toward  his  old  company, 
but  some  observers  wonder  about  that. 
"Ross  was  a  total  loyalty  freak,  and  he 
turned  out  to  be  the  biggest  Judas  of 
them  all,"  snipes  one  EDS  executive. 

EDS  has  kept  a  sharp  eye  on  the  for- 
mer boss,  moving  quickly  to  block  Per- 
ot's attempts  to  evade  GM's  restrictions. 
Although  Perot  couldn't  run  a  for-profit 
computer-services  business  until  the  end 
of  1989,  he  figured  that  he  could  get  his 
company  up  and  running  before  that  by 


agreeing  to  perform  services  at  cost.  So, 
in  1988,  he  offered  to  consult  with  the 
U.  S.  Postal  Service  if  it  would  pay  him 
just  his  expenses.  Perot,  who  likes  to  be 
known  as  a  superpatriot,  figured  he 
might  win  national  acclaim  if  he  were  to 
turn  around  the  U.  S.  Postal  Service's 
flagging  automation  efforts. 

But  when  EDS  learned  of  the  Perot 
plan,  it  immediately  complained  to  Con- 
gress and  the  courts  that  the  job  had  not 
been  competitively  bid.  The  Postal  Ser- 


vice backed  off.  An  outraged  Perot  lik- 
ens EDS's  move  to  "a  sneak  attack  on 
Pearl  Harbor." 

Perot  was  not  slowed  down  for  long. 
He  quickly  found  another  loophole  to 
exploit  in  his  GM  agreement.  Perot  real- 
ized that  he  could  turn  the  prohibition 
against  turning  a  profit  into  an  advan- 
tage: If  Perot  Systems  didn't  have  to 
allow  for  a  profit  margin,  it  could  sub- 
stantially underbid  its  rivals.  Garvey  of 
University  Hospital  in  Dallas  says  that 
was  a  key  reason  he  signed  the  early 
contract  with  Perot. 

Despite  Perot's  ingenuity,  his  compa- 
ny hasn't  enjoyed  entirely  smooth  sail- 
ing. One  co-founder,  Gary  M.  Wright, 
has  already  left  to  start  his  own  comput- 
er-services company.  And  in  his  ebul- 
lience, Perot  sometimes  has  promised 
customers  more  than  his  company  has 
been  able  to  deliver.  At  McGraw-Hill's 
Dodge  Div.,  for  instance,  the  Perot  Sys- 
tems project  is  plagued  with  costly  bugs 
and  delays. 

trump  card.  That's  not  the  only  deal 
that  hasn't  gone  according  to  plan.  A 
year  ago,  Epic  Healthcare  Group  Inc.  in 
Dallas  signed  a  $3  million  outsourcing 
contract  with  Perot.  But  when  the  con- 
tract expired  last  fall,  Epic  dumped 
Perot.  Perot  Systems  says  only  that  it 
disagreed  with  Epic  over  how  the  busi- 
ness should  be  handled.  Perot  also  lost  a 
big  chunk  of  business  when  ICH  Corp. 
restructured  its  operations  last  year  and 
scaled  back  its  contract  with  Perot  by 
one-third,  to  about  $100  million. 

But  such  setbacks  haven't  curbed 
Perot  Systems'  ambitions  or  dimmed  its 
prospects.  The  young  company  is  al- 
ready branching  out  to  Europe  and  the 
Far  East.  And  wherever  it  goes,  the 
company  still  has  an  impressive  trump 
card  to  play — "a  massive  weapon  called 
Perot,"  as  Graham  S.  Kemp,  president 
of  G2  Research  Inc.  in  Mountain  View, 
Calif.,  puts  it.  Although  Perot  says  he 
spends  only  about  20'  <  of  his  time  on  the 
startup,  his  aura  pervades  it.  Before  the 
ink  dried  on  an  estimated  $4  million  con- 
tract with  Springs  Industries  Inc.,  a  Fort 
Mill  (S.  C.)  textile  concern,  Perot  sent 
Springs  Executive  Vice-President  A. 
Ward  Peacock  a  thank-you  note  and  a 
copy  of  Ken  Follett's  best-seller  On 
Wings  of  Eagles,  the  story  of  how  Perot 
sprang  some  EDS  employees  from  an 
Iranian  prison  during  the  1979  Islamic- 
revolution. 

That  kind  of  salesmanship  has  been 
Perot's  hallmark  for  more  than  three  de- 
cades. And  it  works,  which  may  be  why 
he's  much  more  confident  now  than 
when  he  quit  a  high-paying  sales  job  at 
IBM  to  launch  EDS  back  in  1962.  "That 
time,  it  was  raw  terror,"  he  recalls. 
Now,  he  hopes,  that's  what  his  competi- 
tors will  feel. 

By  Mark  Lewyn  in  Dallas 
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absolutely 


Once  again,  Compaq  is  giving  you  even  more  in 
a  notebook  or  laptop  PC.  And  once  again,  we're 
putting  our  partnerships  with  industry 
leaders,  like  Microsoft,  to  work  for  you. 

From  March  11  through  June  30, 
1991,  Compaq  will  give  you  a  free 
Microsoft  BallPoint  mouse  (a  $175 
value)  when  you  buy  a  COMPAQ  SLT  386S/20, 
COMPAQ  SLT/286,  COMPAQ  LTE  386S/20,  COMPAQ 
LTE/286  or  COMPAQ  LTE  Personal  Computer. 

Promotion  is  valid  March  11.1991,  through  June  30  1991  See  vour  dealer  lor  details  COMPAQ.  Registered  I  S  Patent  and  Trademark  Office  Product  names  mentioned  herein  may  he  trademarks  and  Of  registered  trademarks  nl  their  respective  companies  €  1991  Compaq  Computer  Corporation  AJl  nghls  reserved 


The  Microsoft  BallPoint  is  an  exciting  new  , 
pointing  device  that  clips  onto  either  side  of  your] 
keyboard  and  goes  anywhere  your  PC  I 
goes.  Then  with  a  flick  of  the  thumb, 
it  lets  you  roll  through  Windows,  waltz 
through  Word  or  shoot  the  Works. 
Better  yet,  it  offers  a  new  way  to  tap 
the  features  and  performance  packed  into  COMPAQ 
notebook  and  laptop  personal  computers. 

In  fact,  no  one  builds  more  into  PCs  so  small 


>nger  battery  life,  so  you  can  work  without  inter- 
ption.  More  fixed  disk  drive  storage,  so  you  can 
ke  on  bigger  tasks.  Better  performance,  so  you 
in  work  faster. 

In  other  words,  more  of  what  you  want  and 
ss  of  what  you  don't.  Namely,  unwanted  pounds 
id  inches. 

No  one  gives  you  more  peace  of  mind,  either. 
3MPAQ  PCs  endure  the  industry's  most  exhaustive 
sts  for  reliability  and  compatibility.  And  they're 


backed  by  a  worldwide  warranty  that's  both  the  most 
comprehensive  and  the  easiest  to  use  in  the  industry. 

To  see  a  COMPAQ  notebook  or  laptop  in  action 
with  the  BallPoint  mouse,  contact  your  Authorized 
COMPAQ  Computer  Dealer.  For  the  location  nearest 
you,  call  1-800-231-0900,  Operator  136.  In  Canada, 
1-800-263-5868,  Operator  136. 

 comma 

It  simply  works  better. 
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CONVEX  WANTS  TO  BE 

A  FULL-FLEDGED  HEAVYWEIGHT 


But  can  its  new  supercomputer  spar  in  the  Cray  class? 


For  Convex  Computer  Corp.,  life  has 
been  one  big  blast  since  1982,  when 
it  began  building  the  first  high- 
speed number-crunchers  for  engineering 
and  science  labs  that  couldn't  afford  $10 
million  supercomputers.  Convex's  mini- 
supercomputers  can  do  everything  from 
design  drugs  to  simulate  car  crashes, 
but  they  cost  as  little  as 
$300,000."  Their  success  has 
enabled  Convex,  based  in 
Richardson,  Tex.,  to  outlive  a 
raft  of  competitors,  win  some 
400  customers,  and  grow  to 
$200.8  million  in  sales  last 
year. 

Round  Two.  To  keep  reve- 
nues growing  at  15%  to  20%  a 
year,  Chief  Executive  Robert 
J.  Paluck  reckons  he  now 
must  push  into  the  larger, 
more  demanding  market  for 
midrange  supercomputers, 
which  have  up  to  five  times 
the  speed  of  minisupers.  By 
now,  companies  such  as  Digi- 
tal Equipment  Corp.  and  IBM 
have  responded  to  Convex' 
older  machines  by  adding  spe- 
cial hardware  to  their  comput- 
ers. But  the  move  into  full- 
fledged  supercomputers  puts 
Convex  on  a  collision  course 
with  the  industry's  dominant 
force.  Cray  Research  Inc. 
Cray,  searching  for  growth,  is 
also  pushing  into  the  midrange  market — 
if  only  to  keep  Convex  from  winning 
customers  who  one  day  might  want  a 
full-size  Cray.  Late  last  year,  Cray  be- 
gan shipping  the  Y-MP2E,  a  $3.8  million 
midrange  super. 

first  blood.  Already,  the  sparks  are 
flying.  Knowing  that  Convex  planned  a 
May  introduction  of  its  first 
midrange  super,  the  $2  mil- 
lion-to-$8  million  C3,  Cray 
made  a  preemptive  strike.  On 
Apr.  .\  it  announced  the  Y- 
MP4E,  a  $;">..")  million-and-up 
big  brother  to  the  Y-MP2E. 
Both  machines  are  aimed  at 
customers  who  felt  they 
couldn't  afford  Crays.  "We 
must  do  moiv  to  make  our 
products  cheaper  "  says  Cray 


CEO  John  A.  Rollwagen.  Cray  figures 
that  the  two  small  Y-MPs  together  will 
account  for  50$  of  its  1991  installations. 

Convex,  meanwhile,  plans  to  launch 
the  C3  on  May  7.  It's  not  providing 
many  technical  details  yet,  except  to  say 
the  eight-processor  machine  will  be  2.5 
times  faster  than  its  current  C2  line  of 
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minisupers  for  four  times  the  price.  It 
will  be  the  industry's  first  machine  to 
rely  fully  on  ultrafast  gallium  arsenide 
chips. 

Seymour  Cray's  Cray  Computer  Corp. 
has  been  working  on  a  gallium  arsenide 
design  since  it  was  spun  off  from  Cray 
Research  in  1989.  Analysts  say  each  C3 


CONVEX  VS.  CRAY 


CONVEX  C3 

CRAY  Y-MP4E 

Maximum  theoretical  speed 

1,000  MEGAFLOPS* 

1,320  MEGAFLOPS* 

Maximum  number  of  processors 

8 

4 

Chip  technology 

GALLIUM  ARSENIDE 

SILICON 

Price  range 

$2  MILLION  TO 
$8  MILLION 

$5.5  MILLION  TO 
$9.2  MILLION 

ions  of  floating-point  operations  per  second,  a  standard  unit  of  scientific  computing  speed 
DATA  COMPANY  REPORTS 


processor  will  perform  about  125  mill 
arithmetic  operations  per  second,  pi 
ting  it  within  reach  of  the  Y-MP4E  (§■ 
ble).  "The  C3  is  clearly  going  to  be  tl 
company's  engine  of  growth  for  the  ndt 
several  years,"  says  Barry  F.  Willmn 
of  Sanford  C.  Bernstein  &  Co.,  a  secil- 
ties  firm,  who  predicts  it  will  account  > 
about  257'  of  Convex'  revenues  this  ydr 
and  40%  in  1992. 

Convex  and  Cray  Research  bring  ef- 
ferent strengths  to  the  midrange  mf 
ket.  Because  it  sells  cheaper  machinB 
Convex  has  more  customers.  And  tl* 
are  more  likely  to  move  up  to  a  C3  tr'n 
switch  to  Cray.  However,  Cray  is  a  $& 
million  company  with  enormous  prestfe 
and  clout  in  supercomputing.  "Wh«e 
the  battle  will  be  is  for  the  not-as-m 
committed,"  says  analyst  Jeffry  Cain 
of  Montgomery  Securities.  ■< 
Convex   faces  mountit 
pressures.  It  says  that  fiif- 
quarter  earnings  will  be  lovfr 
than  analysts'  expectation 
And  it  will  have  to  sell  tcm 
new  audience,  including  ■ 
CEOs  of  its  customer  comB 
nies,  rather  than  just  to  er* 
neering  departments.  Sell* 
pricier  systems  will  also  ta 
more  time  and  patience.  "Cf- 
vex  is  going  into  a  mar 
place  that  they  aren't  as 
miliar  with  as  we  are,"  s 
Rene  Copeland,  Cray's  mi 
keting  director. 
memento  mini.  Talk  like  t 
doesn't  intimidate  gung 
Paluck,  who  co-founded  Cl 
vex  with  former  Data  Genejl 
Corp.  computer  architect  £s- 
ven  J.  Wallach.  Paluck  is  cl 
fident  that  Convex  can  outi] 
neuver  Cray.  And  he's  harj 
ignoring  the  still-lucrat 
minisuper  market:  When 
takes  the  wraps  off  the 
Convex  is  also  expected  to  announce 
enhanced  C2  minisuper. 

As  they  go  head-to-head  with  Cr^, 
Paluck  and  Wallach  are  very  mindful 
the  vagaries  of  the  computer  businc- 
On  a  patio  at  the  company's  headqu! 
ters,  there  are  more  than  20  nan[ 
etched  in  cement.  Chopp  Computer,  lu 
Systems,  etc.  are  the  coml 
nies  that  started  alongsle 
Convex  in  supers,  but  fell  B 
the  wayside.  The  lesson,  s:is 
Paluck:  "You've  got  to  hava 
brilliant  strategy,  and  \|i 
have  to  actually  execute! 
Otherwise,   you  becomera 
tombstone." 

By  Stephanie  Anderson  /| 
est  in  Richardson,  Tex.,  with 
reau  reports 
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Ifyou  ever  doubted  the  value 
of  a  long-term  investment  philosophy 
go  back  to  your  childhood 


Now  see  howour  long-term 
approach  to  investing  in 
mutual  funds  can  work  for  you. 

It's  simple.  When  you  hold 
on  to  things,  they  may  really 
pay  off.  But  what's  not  so  sim- 
ple is  knowing  what  to  hold  on 
to  and  what  not  to.  Especially 
when  it  comes  to  mutual  funds. 
We  can  help. 

When  you  invest  with  Merrill 
Lynch,  you'll  work  with  a 
Financial  Consultant  who  has 
been  thoroughly  trained  to 
help  you  determine  your  needs 
and  develop  an  asset  allocation 


investment  strategy  based 
on  the  level  of  risk  you're  com- 
fortable with  to  meet  them. 

Your  Financial  Consultant 
will  be  able  to  offer  you  a  family 
of  Merrill  Lynch  mutual  funds 
tailored  to  meet  a  range  of 
investment  objectives.  You  may 
also  learn  about  Merrill  Lynch 
mutual  funds  through  your 
employer-sponsored  program. 

You  can  be  assured  that  as 
diverse  as  our  funds  are,  over- 
all, they  are  all  guided  by 
an  investment  philosophy  that 
stresses  value. 


©  1991  Merrill  Lynch,  Pierce,  Fenner&  Smith,  Inc  Member  SIPC  Sources  for  values  available  upon  request, 
•The  FORBES  Magazine  Collection.  New  York, 


So,  why  not  call  one  of  our 
Financial  Consultants  today? 
Especially  ifyou  can't  find  that 
old  shoebox  filled  with  toy 
soldiers. 

For  more  complete  information  on  Merrill 
Lynch  mutual  funds,  including  prospectuses 
that  outline  all  charges,  fees  and  expenses, 
contact  a  Merrill  Lynch  Financial  Consultant 
Please  read  prospectuses  carefully  before  you 
invest  or  send  money 

Merrill  Lynch  Mutual  Funds 
Call  your  Financial  Consultant  or 
1-800-637-7455,  ext.  6827 


Merrill  Lynch 

A  tradition  of  trust. 
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WORKSTATIONS  I 


IS  SILICON  GRAPHICS 
BUSTING  OUT  OF  ITS  NICHE? 


A  spate  of  new  deals  may  put  its  3-D  software  in  millions  of  PCs 


■  is  computers  help  design  snazzy  new 

■  cars  and  create  dazzling  special  ef- 
H  fects  for  big-name  movies,  such  as 
The  Hunt  for  Red  October  and  The 
Abyss.  But  Silicon  Graphics  Inc.  has  nev- 
er escaped  the  glare  of  fellow  worksta- 
tion maker  Sun  Microsystems  Inc., 
based  just  down  the  road  in  Mountain 
View,  Calif.  Sun,  after  all,  is  No.  1  in 
workstations.  And  Silicon  Graphics  stuck 
to  a  relatively  small  niche: 
workstations  that  can  display 
and  manipulate  images  in 
three  dimensions. 

But  now,  after  three  major 
announcements  in  the  space 
of  a  week,  Silicon  Graphics 
has  grabbed  the  spotlight.  On 
Apr.  2,  Microsoft  Corp.  said  it 
will  use  Silicon  Graphics'  3-D 
software  in  a  future  operat- 
ing system  for  personal  com- 
puters. The  next  day,  Compaq 
Computer  Corp.  said  it  had 
signed  a  deal  to  invest  $135 
million  for  a  137'  share  of  the 
company.  Compaq  will  also 
give  Silicon  Graphics  $50  mil- 
lion more  for  joint  work- 
station development. 

But  the  capper 
came  on  Apr.  9, 
when  21  companies 
said  they  will  back  a 
common  workstation 
design  that's  expect- 
ed to  include  a  large 
dose  of  Silicon 
( i raphics  technology. 
Says  Edward  R. 
McCracken,  Silicon 
Graphics'  chief  exec- 
utive: "We're  taking 
this  type  of  comput- 
ing into  truly  mass 
markets." 

He  has  been  trying  to  create  a  bigger 
market  for  a  while.  Silicon  Graphics  has 
half  the  $850  million  business  for  3-D 
workstations  and  last  year  posted  sales 
growth  of  59%,  to  $419.8  million.  It  also 
has  an  impr<  ssive  customer  list:  Levi 
Strauss  and  J.  C.  Penney  use  Silicon 
Graphics  computers  to  design  clothes, 
Lucasfilms'  Industrial  Light  &  Magic 
unit  uses  them  to  produce  special  ef- 


fects, and  Chrysler  designs  everything 
from  seats  to  bumpers  with  the  3-D 
workstations. 

But  Silicon  Graphics'  worry  is  that  it 
has  only  57  of  the  overall  workstation 
market,  which  was  valued  at  $7.4  billion 
in  1990.  And,  the  big  players  in  worksta- 
tions, particularly  Sun,  have  been  trying 
to  grab  Silicon  Graphics'  3-D  niche,  too. 
That's   partly   in   response   to  Silicon 
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SILICON  GRAPHICS' 
SQUEEZE 


MCCRACKEN  WITH  A  CREATURE  FROM  THE 
ABYSS:  BEYOND  SPECIAL  EFFECTS 


MAR.  '89  MAR.  '91 

▲  MILLIONS  OF  DOLLARS  EST. 
DATA  COMPANY  REPORTS, 
PRUDENTIAL  SECURITIES  INC  ESTIMATE 


Graphics'  efforts  to  push 
3-D  computing  into  their 
turf:  Last  May,  it  intro- 
duced a  3-D  workstation 
with  a  $10,000  price  tag, 
$5,000  less  than  its  previ- 
ous low-end  model.  And  in 
October,  the  company  un- 
veiled circuit  cards  to  give  IBM-compati- 
ble PCs  3-D  capabilities.  Neither  move 
was  enough.  Says  Sun  Vice-President 
Anil  P.  Gadre:  "Everybody's  been  wait- 
ing for  the  3-D  market  to  explode,  but  it 
really  hasn't  happened." 

What  has  happened  is  that  the  overall 
workstation  market  has  grown  more 
competitive.  In  the  past  year,  a  price 
war  has  erupted  as  Hewlett-Packard, 


Digital  Equipment,  and  IBM  have  tried! 
unseat  Sun.  Because  Silicon  Graphf 
sometimes  matched  the  cuts  and  soif 
customers  delayed  buying,  the  compa 
says  earnings  plunged  in  its  third  qu; 
ter,  ended  Mar.  30.  Prudential  Securit 
Inc.  figures  the  company's  revenues 
come  in  at  $132  million,  vs.  $110  million 
year  ago,  but  that  earnings  will  fall  72j 
to  $2.4  million.  The  stock  is  now  fb 
around  37,  down  from  47  in  March. 
HOT  copies.  The  new  deals,  howevl 
give  Silicon  Graphics  its  best  shot  yetl 
market  expansion.  Microsoft's  pledge  ■ 
include  Silicon  Graphics'  3-D  graphics! 
its  New  Technology  operating  syst<| 
could  bring  3-D  graphics  to  millions 
PCs.  The  deals  with  Compaq  and  Mic 
soft  also  should  spur  software  devel 
ers  to  write  3-D  programs  for  Sili 
Graphics  machines.  And  Compaq's 
vestment  will  take  care  of  the  compam] 
financing  needs  until  1994 
Alliances  have  paid  off 
for  the  company  in  the  paj 
In  1987,  it  sided  with  Ml) 
Computer  Systems  Inc.  al 
was  the  first  computer  makl 
to  use  mips's  reduced  instr* 
tion-set    computing  (Risl 
chips.   Now,   most  works 
tions  use  RISC  In  19S8,  wh 
the  market  for  stock  off 
ings  dried  up,  Silicon  Graph 
persuaded  Control  Data  Co: 
to  take  a  207  stake,  which 
has  since  repurchased.  Law 
in  1988,  Silicon  Graphics  B 
censed  its  graphics  technf 
ogy  to  IBM,  which  uses  it  I 
its  RS/6000  workstations.  | 
Silicon  Graphics'  new  de; 
have  some  risks:  Microst 
and  Compaq  gain  rights 
the  company's  crown-jew] 
technology  and  could  tul 
into  competitors.  "They'l 
given  Compaq  the  opportuny 
to  grab  a  lot  of  marlfl 
share,"  says  Hambrecht 
Quist  Inc.  analyst  Robert  G.  Herwi< 
Others  wonder  whether  Compaq,  wh 
made  its  name  building  copies  of  I 
PCs,  is  the  best  partner  to  pioneer  a  n 
technology  market. 

Silicon  Graphics  has  a  safety  n 
though:  It  still  builds  the  fastest  c 
machines.  On  Apr.  8,  it  introduced  wl 
it  calls  the  industry's  most  power 
RISC  workstation.  Moreover,  it  will  b( 
year  before  Compaq  releases  a  low-e 
machine,  and  Silicon  Graphics  will  rea 
its  own  cheaper  model  by  summ 
McCracken  isn't  saying  much  about  tl 
computer  yet.  For  now,  Silicon  Graph 
has  all  the  attention  it  wants. 


Calif. 


By  Robert  D.  Hof  in  Mounted 


n  Vi\ 
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INFORMATION  PROCESfC 


FREE  INFORMATION 
FOR  READERS  OF 
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Want  more  information  about  advertisers  in  this  issue? 
If  so... 

1  •  Review  the  list  of  advertisers  below. 

2.  Circle  the  corresponding  number  on  the  postage-paid 
reader  service  card,  complete  the  necessary  information 
and  drop  in  the  mail. 

3.  Or,  call  toll-free  Monday— Friday  8AM— 5PM  MST: 

1-800-345-3550 

When  prompted,  use  keypad  to  enter  this  control  number  8299600 * 


FINANCIAL  PRODUCTS 
AND  SERVICES 

1.  CIGNA  Corporation 

2.  Merrill  Lynch  -  Family  of 
Mutual  Funds 

PRODUCTS/SERVICES 

3.  Ajuntament  de 
Barcelona 

4.  Amoco  Chemical 
Company 

5.  Anritsu  Corporation 

6.  Barcelona  Patronat  de 
Turisme 

7.  Bull  HN  Information 
Systems 

8.  Canon  NP9800  Copiers 

9.  Compaq 


10.  Eastman  Kodak  Printer 
Products 

11.  EOSAT 

12.  Fira  de  Barcelona 

13.  Hotel  Lotte 

14.  Santa  Fe  Pacific  Corp. 

15.  Schott  Corporation 

16.  Siemens  Corporation 

17.  Textron-Lycoming 

18.  Toshiba  Computer 
Systems  Division 

19.  TV  Answer,  Inc. 

20.  Unisys 

21.  Wyse  Technology 


CORPORATE  CRIME  Hi 


THE  CRACKDOWN  ON 
CRIME  IN  THE  SUITES 

A  federal  commission  is  ready  to  read  business  the  riot  act 


Evidence  at  his  1990  trial  showed  that 
John  Borowski  ordered  his  employees 
to  dump  toxic  wastes  down  a  sewer.  A 
judge  sentenced  Borowski  to  two  years 
in  jail  and  fined  him  $400,000.  The 
president  of  metal-finisher  Borjohn 
Optical  Technology  Inc.  in  Burlington, 
Mass.,  thus  become  the  first  person 
ever  convicted  under  the  four-year-old 
"knowing  endangerment"  provision  of 
the  <  lean  Water  Act. 

When  Internal  Revenue  Service  agents 
uncovered  a  six-year  scheme  to  hide 
cash  deposits  from  the  Treasury  Dept., 
prosecutors  indicted  National  Bank  of 
Greece  for  money  laundering.  After 
the  bank  pleaded  guilty,  a  judge  im- 
posed an  $8  million  fine — the  largest 
penalty  levied  for  money  laundering 
not  involving  drugs. 

Accusal  of  overbilling  the  government 
for  computers.  General  Electric  Co. 
last  September  paid  a  $10  million 
criminal  fine.  But  prosecutors  also  in- 
sisted that  GE  pay  $20  million  to  settle 
civil  charges. 

Times  are  getting  tougher  for 
white-collar  criminals.  After  years 
of  hollow  threats,  prosecutors  are 
making  good  on  their  promise  to  attack 
crime  in  the  suites.  Pin-striped  felons  are 
going  to  jail.  Powerful  new  statutes  and 
novel  notions  of  what  constitutes  crimi- 
nal behavior  are  bringing  hefty  fines  for 
corporate  abuses  once  attacked  through 
civil  suits.  The  efforts  are  bolstered  by  a 
50';  jump  in  federal  prosecutors  since 
1988  and  a  judiciary  willing  to  throw  the 
book  at  business,  (chart). 

The  result:  The  government  is  using 
criminal  laws  to  punish  not  only  Wall 
Streeters,  such  as  Michael  Milken,  but 
also  to  police  the  environment,  work- 
place safety,  and  defense  contracting. 
"Five  years  ago,  you  could  plead  a  cor- 
poration guilty  to  a  felony  such  as  sub- 
mitting false  statements  to  the  govern- 
ment and  maybe  end  up  with  a  $10,000 
to  $50,000  fine."  says  Washington  de- 
fense lawyer  Raymond  Banoun.  "Now, 
it's  $1  million  to  $5  million." 


102  BUSINESS  WEEK/APRIL  2\ 


And  the  stakes  are  about  to  go  even 
higher.  The  U.  S.  Sentencing  Commis- 
sion is  scheduled  to  issue  by  May  1  stiff 
guidelines  for  punishing  errant  corpora- 
tions. Tough  mandatory  guidelines  for 
sentencing  individuals  already  have 
boosted  jail  terms  for  convicted  execu- 
tives. The  new  rules  will  mandate  fines 
that  could  exceed  $150  million  for  com- 
panies— and  even  put  them  on  probation. 
There's  one  big  exception.  The  guide- 
lines take  a  carrot-and-stick  approach 
that  will  let  judges  slash  fines  if  compa- 
nies show  certain  "mitigating"  factors, 
including  the  existence  of  compliance 
programs  (box,  page  104). 
running  scared.  Drafts  of  the  guide- 
lines have  business  howling.  "The  pro- 
posed guidelines  appear  to  be  symptom- 
atic of  a  rather  distressing  movement  in 
this  country  to  'criminalize'  corporate  op- 
erations," Charlton  Dietz,  3M  Co.'s  gen- 
eral counsel,  wrote  the  commission. 
Croups  such  as  the  National  Association 
of  Manufacturers  and  the  Business 
Roundtable  have  been  lobbying  hard  to 
get  the  guidelines  watered  down  or 
made  voluntary.  Unless  Congress  inter- 
venes, which  is  unlikely,  the  proposals 
will  become  law  by  yearend. 

The  feds'  widening  net  has  already 
nabbed  a  number  of  brand-name  U.  S. 
corporations.  Just  in  the  past  year: 
■  Eastern  Air  Lines  Inc.,  now  being  liq- 
uidated, pleaded  guilty  to  conspiring  to 


■  Exxon  Corp.  pleaded  guilty  a 
agreed  to  pay  $100  million  for  foul 
Alaskan  waters  with  oil. 


■  Chrysler  Corp.,  after  pleading  no  c 
test  to  charges  that  it  rolled  back  odot 
ters  in  more  than  60,000  vehicles,  v 
fined  $7.5  million. 

Companies  facing  this  onslaught 
prosecutorial  power  have  few  palata  || 
options.  Caving  in  quickly  can  lead  L 
onerous  penalties.  But  fighting  charj 
in  court  exposes  a  corporation  to  ne 
tive  publicity  that  can  depress  st<  L 
prices,  turn  off  customers,  trouble  cr  i 


TOUGH  LAWS,  STIFF  PENALTIES 

As  prosecutors  pursue  corporations  more  aggressively,  lawmakers  create  new  enfoi, 
tools  and  stiffen  penalties.  Here's  a  sampling: 

■fWHW"!  The  Anti-Trust  Amendments  Act  of  1990  increases  the  maximum  pe 
■■■■■■■■Ml  for  price-fixing  from  $1  million  to  $10  million 

BIHFFTFTS  The  Financial  Institutions  Reform,  Recovery  &  Enforcement  Act  of  19: 
HmmImMI  fines  to  $1  million  and  prison  sentences  to  20  years  for  10  banking-rt 
crimes  such  as  lying  to  regulators  and  falsifying  credit  applications 

■"WW'JtW'W'HI  The  Clean  Air  Act  of  1 990  authorizes  1 5-year  prison  terms  for  I 
■■■■■■■■■Ml  ingly  polluting  and  changes  violations  from  misdemeanors  to  fe 

■JWJtWWWB  The  Securities  Law  Enforcement  Remedies  Act  of  1990  lets  the  Sec! 
■■■■■MmI  &  Exchange  Commission  levy  fines  against  companies  and  bar  per 
convicted  of  financial  fraud  from  ever  serving  as  officers  and  directors 


LEGAL  AF 


or  spur  shareholder  suits.  And 
e-quarters  of  all  companies  prosecut- 
ive found  guilty  or  plea  bargain. 
>me  in  the  legal  and  corporate  world 
the  government  is  going  overboard, 
sider  the  March  trial  of  Houston  as- 
os-abatement  contractor  Paul  Burns, 
iecutors  had  sought  to  indict  Burns 
charges  of  attempting  to  fix  prices 

a  competitor.  But  under  antitrust 
i,  there  had  to  be  a  conspiracy,  and 
competitor  hadn't  gone  along.  Un- 
ited, the  feds  indicted  Burns  on 
-fraud  charges,  reasoning  that  he 
used  a  phone  for  the  alleged  mis- 
I  A  jury  found  Burns  not  guilty. 


The  crackdown  is  in  many  ways  a  re- 
action to  the  Reagan  years.  The  military 
buildup  set  the  stage  for  Pentagon  pro- 
curement abuses,  deregulation  led  to  chi- 
canery in  thrifts,  and  an  anything-goes 
atmosphere  encouraged  greed  on  Wall 
Street.  "In  the  '80s  we  had  a  climate  in 
which  making  it  was  more  important 
than  how  you  got  there,"  says  Amitai 
Etzioni,  a  George  Washington  Universi- 
ty sociology  professor.  "There  is  a  sense 
things  went  too  far." 
green  light.  The  backlash  against  busi- 
ness has  been  building  since  the  mid- 
1980s.  As  Reagan  eased  federal  regula- 
tion, state  and  local  officials  gradually 
stepped  up  their  own  oversight.  New 
York  and  Illinois  prosecutors,  for  exam- 
ple, brought  assault  and  aggravated  bat- 
tery charges  against  executives  of  com- 
panies whose  workers  were  exposed  to 
toxic  chemicals.  Business  groups  peti- 
tioned the  U.  S.  Supreme  Court  to  dis- 
miss the  cases,  arguing  that  the  federal 
Occupational  Safety  &  Health  Act  of 
1979  barred  the  states  from  acting.  But 
the  court  declined  to  hear  their  pleas, 
giving  state  authorities  the  green  light 
to  pursue  companies  criminally  for 
workplace  hazards. 

Some  federal  prosecutors,  meanwhile, 
found  political  mileage  could  be  gained 
through  high-profile  assaults.  Former 
U.  S.  Attorney  Rudolph  W.  Giuliani  in 
New  York  ran  for  mayor  after  making  a 


name  for  himself  chasing  corrupt  Wall 
Streeters.  Boston  U.  S.  Attorney  William 
F.  Weld  used  his  image  as  a  white-collar 
Eliot  Ness  to  launch  a  winning  campaign 
for  governor.  And  as  prosecutors  and 
investigators  master  the  complexities  of 
financial  fraud  and  environmental  laws, 
they  find  more  cases  to  bring. 

Congress  also  has  jumped  in,  creating 
new  offenses  and  boosting  penalties  for 
insider  trading,  price-fixing,  and  other 
crimes  (table).  "Every  time  we  have  an 
election,  we  hike  penalties  and  add  crimi- 
nal sanctions,"  says  George  Washington 
University  criminal-law  professor  Ste- 
phen Saltzburg,  a  former  prosecutor. 

The  crackdown  has  been  most  appar- 
ent in  the  Bush  Administration's  war  on 
polluters.  In  the  Reagan  years,  critics 
lambasted  the  Environmental  Protection 
Agency  for  being  soft  on  companies  that 
treated  the  environment  as  a  dump  site. 
Now,  Attorney  General  Richard  L. 
Thornburgh  and  EPA  Administrator  Wil- 
liam K.  Reilly  are  using  the  environmen- 
tal laws  to  bring  novel  criminal  suits. 
"There  were  criminal  provisions  buried 
in  many  of  these  laws  all  along,"  says  V. 
Rock  Grundman,  counsel  for  Dallas- 
based  Dresser  Industries  Inc.  "In  the 
past,  environmental  matters  were  al- 
most always  treated  as  civil.  Now,  EPA 
likes  to  brag  about  the  number  of  its 
criminal  cases."  Indeed,  federal  indict- 
ments   for   environmental  offenses 


SWELLING  FINES  FOR 
ORPORATE  CRIMINALS 


\M  \M 

DOLLARS 

DATA:  MARC  COHEH,  VANDERBIIT  UNIVERSITY 
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soared  from  40  in  1983  to  134  last  year. 
Fines  surged  from  $341,000  in  1983  to 
nearly  $30  million  in  1990. 

Prosecutors  like  the  message  that 
criminal  prosecutions  send.  For  years, 
regulations  requiring  banks  to  report 
cash  transactions  over  $10,000  were  nei- 
ther enforced  nor  obeyed.  But  that 
changed  after  Bank  of  Boston  Corp.  was 
convicted  in  1985  of  violating  the  Bank 
Secrecy  Act  of  1970  and  fined  $500,000. 
"Until  there  were  prosecutions,  there 
was  no  compliance,"  says  Robert  S. 
Mueller  III,  head  of  the  Justice  Dept.'s 
Criminal  Div. 

The  dangling  threat  of  jail  time  for 
executives  often  pushes  companies  to 
settle.  When  three  executives  of  New 
York  advertising  agency  Young  &  Rubi- 
cam  Inc.  were  indicted  in  1989  on  racke- 


teering charges  for  allegedly  bribing  a 
Jamaican  executive,  "their  whole  sense 
of  who  they  are  and  what  they  are  be- 
came threatened,"  asserts  general  coun- 
sel R.  John  Cooper.  The  government 
dropped  the  charges  against  the  execu- 
tives. And  in  a  plea  bargain,  it  fined  Y&R 
$500,000  for  conspiring  to  violate  a  fed- 
eral antibribery  law.  Adds  Cooper:  "You 
can't  put  your  executives  through  the 
risk  that  a  trial  involves." 

But  companies  are  finding  plea  bar- 
gains more  expensive  and  tougher  to  ne- 
gotiate. In  August,  1988,  Miami-based 
Cordis  Corp.,  two  former  officers,  and 
two  former  employees  were  indicted  on 
charges  they  sold  defective  pacemakers. 
The  company  quickly  struck  a  deal  with 
prosecutors  to  plead  guilty  and  pay 
$123,000  in  fines  and  $141,000  in  court 


i 


costs.  But  a  judge  rejected  the  plea 
insufficient.  In  March,  1989,  Cordis  i 
tied  criminal  and  related  civil  claims 
paying  $5.8  million.  Seven  months  lat 
the  individuals  were  acquitted  of 
charges.  Cordis  officials  say  the  ord| 
cost  them  $20  million  in  legal  expensj 

Despite  some  setbacks,  Attorney  Gi- 
eral  Thornburgh  and  his  state  counti- 
parts  stress  that  they  will  keep  whl 
collar  crime  a  top  priority.  The  si- 
tencing  commission  will  give  fedel 
prosecutors  even  more  ammunition — M 
give  companies  even  more  incentives! 
ensure  that  they  stay  within  the 
The  costs  of  failing  to  do  so  will  simy 
be  too  high. 

By  Tim  Smart  in  Washington,  with 
chele  Galen  in  New  York,  Gail  DeGeorgi 
Miami,  and  Paul  Angiolillo  in  Boston 


With  the  dizzying  expansion  of 
corporate  criminal  liability,  it 
has  never  been  easier  for 
courts  to  punish  companies  for  their 
own  or  their  employees'  misdeeds. 
That  makes  it  critical  for  employers  to 
protect  themselves.  "The  time  for  com- 
panies to  start  thinking  about  this  is 
now,"  says  Washington  lawyer  Harvey 
L.  Pitt,  a  former  general  counsel  for 
the  Securities  &  Ex- 
change Commission. 

Corporations  should 
begin  with  a  self-as- 
sessment. What  are 
their  key  operations 
and  what  laws  govern 
them?  They  should  pay 
extra  attention  to  areas 
prosecutors  consider 
hot,  including  antitrust 
and  financial  fraud. 
safeguards.  The  next 
step  is  tedious  but  key. 
"You  have  to  take  each 
subject  and  think 
whether  you  could  pos- 
sibly violate  federal, 
state,  or  local  law  and 
whether  you  are  doing 
all  you  can"  to  avoid  that,  says  Jon  V. 
Heider,  B.  F.  Goodrich  Co.'s  general 
counsel.  The  idea  is  to  have  safeguards 
before  prosecutors  knock.  Says  New 
U.  S.  Attorney  Michael  Cher- 
toff  "If  we  saw  a  corporation  had 
:  i  .t  reasonable  effort  to  avoid  crim- 
inal activity,  that  would  be  a  strong 
facte'  "  in  deciding  whether  to  indict. 

Mo.  big  corporations  already  have 
policy  st  ttements  or  conduct  codes  to 
dissuade  misconduct — and  minimize 


their  liability.  A  1990  study  by  the  Eth- 
ics Resource  Center  in  Washington 
found  that  85%  of  711  corporations  sur- 
veyed had  a  policy.  But  fewer  than  10% 
actively  engaged  in  ethics  oversight. 

The  U.  S.  Sentencing  Commission's 
corporate  sentencing  proposals  give 
companies  a  powerful  incentive  to  step 
up  their  policing  now.  Under  them, 
companies  can  get  reduced  fines  if 


AH  OUNCE  OF  PREVENTION... 


►  Set  mandatory  standards  and  procedures  for  employee  behavior 


^  Appoint  a  high-level  manager  to  ensure  compliance 


►  Publicize  all  codes  of  conduct  through  brochures,  mandatory  em- 
ployee training  sessions,  and  other  means 


►  Be  wary  of  delegating  authority  to  employees  who  may  abuse  it 


►  Take  all  reasonable  steps  to  ferret  out  criminal  conduct  by  setting 
up  auditing  systems  and  a  well-publicized  mechanism  for  workers  to 
reveal  suspected  crimes  without  fear  of  retribution 


►  Enforce  standards  consistently  through  apt  disciplinary  measures 


►  After  a  crime,  take  all  reasonable  steps  to  prevent  similar  offenses 

DATA:  U.S.  SENTENCING  COMMISSION 


they  show  "a  meaningful  program  to 
prevent  and  detect  violations  of  law." 

The  test  is  tough.  Companies  must 
convince  a  judge  that  their  compliance 
programs  meet  the  specified  criteria 
(table).  "For  a  general  counsel  to  ig- 
nore these  guidelines  is  professional 
malpractice,"  says  John  C.  Coffee,  a 
securities-law  professor  at  Columbia 
University  law  school.  Ethics  train- 
ing— already  mandatory  for  tarnished 
federal  contractors — could  supplement 


such  programs.  But,  Coffee  says,  et 
ics  seminars  "won't  justify  sentencir 
credit"  without  monitoring,  disciplin 
and  effective  communication. 

Such  efforts  also  must  be  diligent 
documented.  If  the  guidelines  j 
through,  Goodrich's  Heider  says  tl 
company  will  "keep  a  log  if  necessar 
to  detail  its  programs.  They  include  c 
erating  a  whistle-blowers'  hot  line  ai 
adopting  the  chemii 
industry's  recommend 
tions  for  minimizii 
health  and  safety  risl< 
If  not  carefully  era 
ed,  compliance  pr| 
grams  could  boost 
company's  liability 
code  that  restates  t] 
law  may  preclude 
company  from  pleadi: 
ignorance  or  claimiij 
its  behavior  falls  witrj 
permissible  bounds,  P| 
notes.  Companies  m 
also  lose  out  if  they  f 
to  ensure  that  their  pii 
grams  really  work 
fail  to  gain  top  manafj 
ment's  backing. 
Of  course,  even  model  compliar 
programs  will  never  be  a  guarant 
against  prosecution  or  punishment. 
Pitt  notes  in  a  recent  client  memo 
"new  benefits"  from  compliance  cod'! 
judges  have  held  companies  crimina 
responsible  for  employee  miscondi 
even  when  the  misconduct  breach 
corporate  policy.  Given  the  current 
mate,  though,  companies  need  all  t 
protection  they  can  muster. 

By  Michele  Galen  in  New  Yd 
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Chrysler  Minivans: 
First 

WthAMinivanAirBag. 

First 
In  Owner  Loyalty 
Erst 


In  Ibwertrain^kranty 


GLEARLYJHE  FIRST  MINIVANS 
ARE  STILLTHE  FIRST  MINIVANS. 

Dodge  Caravan  and  Plymouth  Voyager.  They're  the  first  and  only  minivans  with  a  driver's  minivan  air 
bag*  They  have  greater  owner  loyalty  than  any  minivanst  (on  average,  62%  of  the  people  who  buy  one,  buy 
another).  They  come  with  the  longest  engine  and  powertrain  warranty  in  the  business:  7  years  or  70,000 
miles**  And  against  all  competition,  domestic  or  imported,  Dodge  Caravan  is  ranked  highest  in  customer 
satisfaction!^  Ready  for  a  minivan?  Think  of  us  first.  The  competition  does. 

■m  Advantage:  Dodge  s  Advantage:  Plymouth 

"Available  drivers  minivan  air  bag  fully  effective  only  when  used  with  seat  belt  Comparison  of  minivans  with  a  sufficient  sales  history  '  'See  limited  warranty  and  its  restrictions 
at  dealers  ftJ  D  Power  and  Associates  1990  Light  Duty  Truck  Customer  Satisfaction  with  Product  Quality  and  Dealer  Service5™ 


s  Business 
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SURFINGI 


TUBULAR  MARKETING, 
DUPE  

Stoked  on  surfing,  big  advertisers  are  hitting  the  beach 


To  the  Sixties  generation,  the  quint- 
essential surfer  was  a  casual  dude 
named  Moondoggie  from  the  mov- 
ie Gidget.  That  image  metamorphosed 
by  the  Eighties  into  hash-smoking,  slack- 
jawed  Jeff  Spicoli  in  the  flick  Fast 
Tiiiies  at  Ridgemont  High.  Told  to  find 
a  job  before  graduation,  the  ne'er-do- 
well  Spicoli  can't  see  the  point.  Hey.  he 
says,  all  I  need  are  some  "tasty  waves." 

When  the  next  generation  thinks  surf- 
er, chances  are  the  name  Kelly  Slater 
will  spring  to  mind.  And  no 
one  but  no  one  is  worried 
about  Slater's  job  prospects 
once  the  Cocoa  Beach  (Fla.) 
high  schooler  graduates  this 
June.  Just  six  days  of  carv- 
ing crisp  green  Califor- 
nia tubies  last  September 
earned  him  $30,600.  Tasty, 
but  a  mere  appetizer  next  to 
the  nearly  SI  million  he's 
contracted  to  earn  in  en- 
dorsements through  1993. 
on  the  boards.'  Slater  is 
the  latest  beneficiary  of  a 
trend  that's  yet  to  crest.  Big 
advertisers  keep  hitting  the 
beach  to  hawk  their  wares 
among  a  crowd  that's  influ- 
ential, you  might  say.  to  the 
max  (table).  As  Michael  H. 
Burke,  a  Bausch  &  Lomb 
Inc.  marketer,  puts  it:  "All 
eyes  are  on  those  kids  on 
the  boards." 

A  few  companies  beg 
Procter  &  Gamble  Co.'s  Hawaiian  Punch 
last  year  set  out  to  co-sponsor  the  Pro- 
fessional Surfing  Association  of  Ameri- 
ca's 1991  tour,  but  it  later  backed  off. 
Pepsi-Cola  Co.  also  quit  after  three 
years  as  co-sponsor  of  a  Santa  Cruz 
(Calif.)  surf  contest.  Says  Pepsi  spokes- 
man Andrew  Giangola:  "We're  taking  a 
closer,  harder,  more  analytical  look  at 
where  we're  spending  our  dollars." 

But  Pepsi  and  P&G  are  the  exceptions. 
"We've  been  very  pleased  with  the  re- 
sults of  our  investment."  says  Mark  C. 
Lamping.  Anheuser-Busch  Inc.'s  sports 
marketing  director.  "Surfing  has  a  great 
future  in  lifestyle  marketing."  Busch  ex- 
pects to  reenlist  for  five  more  years  as 


chief  sponsor  of  the  PSAA's  Bud  U.  S. 
Pro  Surfing  Tour,  which  on  Apr.  14-15  is 
set  to  begin  1991's  11-event  run  on  cable 
television's  Prime  Ticket  Network. 

One  reason  Budweiser  is  stoked  about 
surfing  is  that  next  to  the  megabucks  in 
its  marketing  budget,  it  spends  chump 
change  at  the  beach.  This  year,  the 
psaa's  purse  is  expected  to  be  $440,000. 
Bud  splits  that  and  other  expenses  with 
a  host  of  eo-sponsors.  including  Nissan 
and  Hawaiian  Airlines.  In  return,  thev 


That  event  is  run  by  the  psaa's  rn 
the  older  Association  of  Surfing  Pro! 
sionals  World  Tour.  With  deep  pock 
such  as  Coca-Cola  Co.'s  behind  it  am 
$2.2  million  1991  purse,  the  nonpn 
asp  has  the  world's  best  surfers.  Th 
in  turn,  have  lured  ESPN  Inc..  which 
Apr.  29  is  set  to  show  the  second  of 
ASP  events  this  year,  the  Marui  Pipel 
j  Masters,  sponsored  by  big  Japanese 
'<  tailer  Marui  Co.  Packaged  with  be 
volleyball  and  waterskiing,  surfing 
ESPN  draws  viewers  in  a  million  hoi 
holds  and  ads  from  Len  Strauss,  E 
man  Kodak,  even  DeBeers,  says  E 
Vice-President  Robert  M.  Jeremiah. 

A  prime  attraction  should  be  the  j 
kid  from  Cocoa  Beach,  who  is  expec 
to  join  the  asp  World  Tour.  "Kelly  SI 
is  a  real  sensation."  gushes  Robert 
McKnight  Jr..  president  of  Quiksil 
Inc..  his  sponsor.  The  sportswear  com 
ny  thinks  Slater  has 
"crossover"  appeal 


SLATER:  530,600  FOR  SIX 
DAYS  ON  THE  WAVES 


to  differ. 


all  get  exposure  to  as  many  as  15.000 
trendsetting  beachgoers  for  each  of  the 
five  days  a  typical  event  runs. 

That's  the  sales  pitch,  anyway.  The 
kids  on  the  beach  "have  a  tremendous 
amount  of  power  and  influence."  claims 
Robbie  Meistrell.  whose  closely  held 
Dive  'n  Surf  Inc.  owns  the  PSAA.  "What 
would  you  pay  to  have  40  days  on  the 
beach  in  Southern  California  as  a  promo- 
tion?" Sponsors  are  mum  about  the  pre 
cise  terms  of  their  deals,  yet  most  think 
they're  getting  their  money's  worth. 
That  goes  for  General  Motors  Corp.'s 
Pontiac  Div..  which  signed  up  for  a 
fouith  year  co-sponsoring  a  Huntington 
Beach  (Calif.)  contest  that  drew  165.000 
fans  in  1990. 


and  plans  to  use  him  to  promote 
denim  and  other  nonbeach  apparel  li 
that  now  make  up  nearly  80^  of  sal 

Slater  had  better  be  sensational. 
Costa  Mesa  (Calif.)  outfit,  which 
sales  triple,  to  $91.2  million,  in  the  th 
fiscal  years  ended  last  October,  co 
use  a  boost.  With  the  recession.  Q 
silver  sees  lower  1991  sales  and  prof 
And.  despite  a  debt-free  balance  shi 
Quiksilver's  stock  in  the  past  year  s; 
from  30  to  as  low  as  7.  Lately,  it 
rebounded  to  about  11.  But  it's  still 
low  that  if  Slater  grabs  some  and  ht 
Quiksilver  get  growing  again,  he 
scarf  up  some  totally  delicious  profit: 
the  tricky  tides  of  Wall  Street. 

By  Robert  Barker  in  Xew  Y 


You've  analyzed.  You've  agonized.  gets  your  current  computers  working  anyone  could  do  it.  But  by  solving  tough 
You've  listened  to  all  the  experts.  And  together.  We  take  what  you  have  and  problems  for  big  companies  and  small 
now  that  the  future's  here,  where  are       make  sure  it  works  with  what  you  need.       companies  and  governments  every- 

IF  EVERYONE  WAS  PLANNING  FOR  THE  FUTURE, 
HOW  DID  THINGS  GET  SO  MESSED  UP? 


you?  Trying  to  cope  with  an  unmanage- 
able mishmash  of  computers.  A  system 
that  has  become  more  liability  than 
asset.  Are  we  overstating  the  problem? 
Not  to  the  guy  who's  got  to  tell  the  boys 
upstairs  exactly  what  went  wrong  and 
how  much  money  he  needs  to  fix  it.  But 
don't  be  rash.  Before  you  do  that,  give 
us  a  call.  We  can  develop  a  system  that 


Protecting  your  investment,  eliminating 
waste,  controlling  costs.  We  don't  have 
a  crystal  ball.  But  what  we  can  promise 
you  is  an  information  system  that  builds  in 
all  the  freedom  and  flexibility  you  need 


where,  we've  become  one  of  the 
largest  suppliers  of  information  tech- 
nology in  the  world.  Call  1-800-233- 
BULL,  ext.  2100.  1-800-268-4144  in 
Canada.  After  ail,  why  have  an  mforma- 


to  be  ready  for  the  future.  Whatever       tion  system  that's  confounded  by  the 

the  future  happens  to  be.        Worldwide  future.  When  you  can  just 

Information 

Of  course,  we're  not  soy-  Systems 

mg  this  is  easy.  If  it  were, 


Bull  • 


as  easily  have  one  that's 
completely  at  home  there. 


We  solve  the  toughest  problems  in  the  world. 


arketin 


COUTURE  I 


AN  YVES  SAINT  LAURENT  VARIATION  BOUTIQUE  IN  PARIS:  JACKETS  GO  FOR  $200 


HAUTE  COUTURE 
THAT'S  NOT  SO  HAUTE 


More  designers  are  romancing  the  bourgeois  with  labels  for  less 


Yves  Saint  Laurent.  Givenchy. 
Christian  Dior.  The  names  all 
evoke  haute  couture,  a  rarefied 
market  where  every  year  about  2,000 
women  pay  $30,000  and  up  for  hand- 
made one-of-a-kind  creations. 

Glamorous  as  it  is.  haute  couture  is 
only  a  marginal  money-maker.  For  prof- 
its, couturiers  rely  on  related  lines. 
There  are  couture  fragrances  and  cou- 
ture accessories — scarves  and  the  like — 
that  Wear  the  names  of  Saint  Laurent 
and  others.  Then  there's  luxury  ready- 
to-wear,  such  as  Saint  Laurent's  Rive 
Gauche  line.  Ready-to-wear  can  cost  a 
lot  less  than  the  real  thing,  but  it  still 
commands  up  to  $10,000  for  a  suit.  The 
French  houses  had  more  than  $1  billion 
in  1111)0  apparel  and  accessories  sales, 
according  to  industry  group  Federation 
Francaise  de  la  Couture.  Cosmetics  con- 
sultant Allan  Mottus  estimates  fra- 
grance added  some  $265  million. 
down  to  earth.  Now,  a  herd  of  Europe- 
an couture  houses  and  prestigious  U.S. 
designers  are  jumping  into  the  more 
down-to-earth  activity  of  "secondary 
lines."  These  clothes  are  designed  by 
couturiers  but  cost  from  $100  to  $900 
(table) — pricey,  but  within  the  reach  of 
the  prosperous  middle  class.  Although  a 
few  houses  such  as  Guy  Laroche  have 
had  cheaper  secondary  lines  for  years, 
most  of  the  industry  is  pinning  its  hopes 


on  this  category.  "Secondary  lines  are 
the  only  way  to  continue,"  says  Aldo 
Pinto,  chairman  of  Krizia,  the  Italian 
couture  house.  Krizia  is  hoping  to  launch 
a  secondary  women's  line,  while  Gi- 
venchy and  Yves  Saint  Laurent  have 
launched  much  less  expensive  lines  for 
the  first  time  (table). 

Behind  this  trend  is  the  impact  of  re- 
cession. Although  total  industry  figures 
are  hard  to  find,  Jacques  Mouclier,  chair- 
man of  the  Federation  Francaise,  says 
orders  for  French  haute  couture  and 
superexpensive  ready-to-wear  are 
running  207'  below  last  year's 
level.  Orders  for  acces- 
sories are  off  about  10'  '< . 
The  house  of  Pierre  Bal- 
main  has  laid  off  its  haute 
couture  staff  of  60  people 
and  will  use  ready-to-wear 
staff  for  all  designs.  Pierre 
Berge,  president  of  Yves  Saint 
Laurent,  says  orders  for  his 
custom-made  couture  have 
dropped  50"'.  "There  is  a 
change  of  mentality,"  he  says, 
citing  a  rejection  of  Eighties 
glamor  as  a  major  depressant. 
"Women  no  longer  feel  like 
flying  to  Paris  for  fittings 
and  waiting  three 
months  for  a  dress.' 

Worse,  the  coutu 


; 


riers  are  losing  those  customers  w 
were  once  willing  to  drop  a  few  the 
sand  for  ready-to-wear  couture.  Sa 
Carolyne  Roehm,  an  American  desigm 
"Any  of  us  who  just  stay  doing  [luxuj 
ready-to-wear]  will  be  dinosaurs." 

So  now,  designers  are  targeting 
bourgeoisie.  In  France,  jackets  in  Yvj 
Saint  Laurent's  Variation  line  sell  ij 
$200.  Variation  will  probably  be  av; 
able  soon  in  the  U.  S.  In  March,  Em 
uel  Ungaro  announced  a  secondary 
for  the  U.  S.,  with  almost  everythi 
priced  under  $500.  And  such  Americi 
designers  as  Roehm  and  Michael  Km 
are  rolling  out  cheaper  lines. 

Couturiers  wax  eloquent  about  th| 
new  customers.  Says  Kors:  "I  kept  no 
ing  that  every  time  my  [most  expensr 
pieces  got  marked  down,  this  sophistic 
ed  customer  we  hadn't  seen  before  v, 
buying."  Givenchy  Chairman  Jean  Co 
tiere  figures  that  cheaper  couture  cot 
eventually  capture  10%  to  15%  of  wo 
en's  apparel  dollars  worldwide — pot 
tially  a  $12  billion  business. 

The  trouble  is  that  in  the  U.  S 
biggest  potential  market,  experien 
players  such  as  Anne  Klein  are  alrez 
selling  clothes  that  are  expensive 
not  out  of  reach.  American  desigi 
Donna  Karan  has  also  launched  a  styl 
career  clothes  and  sportswear  li 
dubbed  DKNY,  that's  expected  to  re 
$135  million  in  sales  this  year. 
shy  guys.  The  other  problem  is  the 
lying  effect  the  cheaper  lines  could  hi 
on  haute  couture's  image.  Such  desi 
ers  as  the  late  Halston,  for  example, 
their  luster  by  attaching  their  names 
too  many  products. 

Aware  of  this  danger,  some  design 
are  shying  away  from  the  trend.  "I  s 
ply  said  no  because  I  didn't  feel  I  co 
do  all  those  things  honestly  with 
prostituting  my  name,"  says  James 
"-\  lanos,  the  Los  Angeles  desig 
whose  clients  include  Na: 
Reagan.  In  Paris,  Ch 
tian  Lacroix,  wh 
house  is  only  four  ye 
old,  also  avoids  second; 
ines.  "A  couture  desig 
shouldn't  have  too  many 
bels,"  says  Lacroix.  But  a  1 
er  tolerance  for  extravag 
consumption  is  undermining 
industry  that  got  its  start 
clothing  the  ladies  of  Napoi 
Ill's  court.  In  the  end,  m; 
couturiers  may  have  no  ch( 
but  to  settle  for  somethin) 
lot  less  aristocratic. 

By  Blanca  Riemer  in  Pi 
and  Laura  Zinn  in  I 
York,    with  F 
Kapner  in  Mi 


Couture  houses 

are  offering 
ower-priced  lines 
that  retail  for 
$100  to  $900 

MAKER/LINE 
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DATA:  COMPANY  REPORTS 


Will  it  cost  your  company 
your  company? 


Ready  for  one  of  the  most  difficult  challenges  ever  to  confront 
corporate  America?  One  that's  estimated  to  cost  up  to  $400  billion. 

New  FASB  regulations  will  force  companies  to  measure  and  post 
as  a  debit  their  health  expense  obligation  to  current  and  future  retirees. 

The  effect  of  this  new 
liability  on  your  financial 
statements  could  be 
enormous.  In  fact,  some 
corporations  could  see 
profits  cut  by  as  much  as 
25%.  And  now  is  the 
time  for  you  to  address  it 
We  can  help.  We  offer 
actuarial,  retirement  and 
health  benefits  expertise. 

We  can  correctly  assess 
your  current  situation. 

And  help  you  better 
prepare  for  the  future. 

We  will  do  everything 
from  measuring  your 
expense  and  liability  to 
evaluating  plan  redesign  alternatives  and  advance  funding  options. 

The  end  result:  we'll  help  you  minimize  the  financial  impact  of  these 
regulations  and  still  enable  you  to  remain  responsive  to  the  benefit 
needs  of  employees.  Write  or  call  Diane  Luedtke,  CIGNA  Employee 
Benefits  Services,  Dept  M-50,  Hartford,  CT  06152,  (203)  725-2492. 
After  all,  the  clock  is  ticking. 


We  get  paid  for  results: 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
1  -800-424-3090 
(312)337-3090 
OR  WRITE: 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL  60611 
FAX:  (312)  337-5633 


Home/Recreation 


Monkey  business. 


FREE  COLOR  CATALOG 

1-800-233-7757 


The  splinter-free  cedar  4x4's  in 
our  playsets  are  so  strong  your 
kids  can  go  ape  in  complete 
safety.  Cedar  resists  rotting 
naturally  without  chemical 
pressure-treatments. 

Cedar, 
works 

Rt.  1 ,  Box  640-BW 
Rockport,  Maine  04856 


laliauiin 


Corporate  Gifts 


100%  Cotton/Your  Logo!  — 
Better  Than  Lacoste  or  Ralph  Lauren! 


Our  100%  Cotton,  American  Made  polo  -.hirt-,,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  just  12  shifts,  for  a  price  list  and  catalogue 
pleasecall  1-800-274-4787 

The  Queensboro  Shirt  Company 

Depl  BW14,  1 19N  1  lth  St.,  Greenpoint,  NY  11211 


IMAGE 
BUILDERS 


PROMOTE  YOUR  LOGO  ON.. 


EMBROIDERED 
CAPS  AS  LOW 
AS  $4.29 
IMPRINTED 
CAPS  AS 
LOW  AS 
$2.89 


CALL  FOR  FREE  CATA  LOG 


The  Corporate  Choice 
800-792-2277 
In  CA  800-826-8585 

3952  Point  Eden  Way 


FINALLY.  A  UNIQUE  LAMP 
IMPRESSIVE  ENOUGH  TO 
PUT  ON  YOUR  DESK! 


New  Stasis 
Halogen  Desk  Lamp 
w  by  Machina. 


Stylish.  Contemporary P  - 
phisl.caled  A  symbol  ot  how"V>rx     30-Oflr  «, 

,.u,hmk3„o-o,k  Gi.es  ,°«c°m^  N 
plele  control  oirei  illumination  of  your  _ouS«H Wrff  r  \ 

desk  or  computer  workstation  Parted  .  I 

loi  home  or  office'  '/•<.' 

E (elusive  edge  lit  shade  design  piouides  choici 
ol  three  interchangeable  color  accent  rings  in 
eluded)  lo  create  dramatic  halo  of  light  in  cobalt 
blue,  emeiald  green,  or  magenla  lamp  oyer  30" 
tall  when  fully  eilended  Solidly  constructed 
ol  tough  silicon  graphite  reinforced  resin 

Dual  intensity  switch  cnnlrols  ellioenl  50 
wall  halogen  bulb  I  included  I  One  yeai  man 
utacluiei's  warranty  Available  in  black  oi 
giey  ISpecityl 


Qua 
Oidei 


tiled  . 


I  dela 


•  S 10  95  Shipping  &  Insurance 
CHARGE  BY  PHONE  -  24  HO' 

800-654-0368 


^™  COD  DELIVERY  AVAILABLE 

OK  SEND  RCQ01STWI TH  CHICK  M0N11 ORDER  TO 


Executive  Privilege,  Inc. 

4988  N  University  Drive.  Suite  133 
Fort  Lauderdale.  FL  33321 


Financial  Services 


$5,000  CASH  AVAILABLE 


to  start  or  expand  your 
business.  Guaranteed. 
FREE   revealing  details. 
Write:  AMERICAN  BUSINESS 
CLUB,  301-BB  Plymouth 

nriuo  naltnn  HA  "5n791 -QQftT 


Travel/Resorts 


Wintergreen  •  Jackson  Hole 

plus  other  Deluxe  Golf  Vacations  by 

GOIF^UEST 

Call  for  reservations  or  our  brochure: 
800«242«1033<US) 
919«467»7401  (foreign) 


Business  Services 


RESEARCH  REPORTS 

19,278  academic  topics  available1 
Send  $2  00  for  the  306-page  ca- 
talog. Custom-written  reports  also 
available  Research  Assistance, 
1 1322  Idaho  Ave  #206BF,  Los  An- 
geles, CA  90025  Toil-Free  Hotline: 
800-351-0222  (California  213- 
477-8226)   


MARKET  RESEARCH  REPORTS  .DIRECTORIES  • 
COMPETITIVE  INTELLIGENCE  ■  MARKET  STUDIES  « 
MARKETING  RESOURCES 

Call  The  Market  Research 
Hotline!" 
1-800-346-3787 


Health/Fitness  !! 


EXERC 

NEVER  LOOKED  SO  GOOD! 


Finally,  a  skiet 
that's  durable, 
easy  to  use,  and 
provides  an 
effective  total 
body  workout 
in  just  one  hour 
a  week!  30-Day 
Home  Trial. 
Free  Brochure 
1-800-328-8995 

—JL 

f  ITNCSS 


STOP  SWEAT  6  WEEK  - 

Drionic  -  is  an  incredibly  more  effective  \  Tj 
to  combat  excess  sweat  Electronic  tr<  n 
ment  gives  6  weeks  of  dryness  for  un( 
arms,  hands  or  feet  Reusable  — safe 
effective  say  10  medical  books. 

Send  for  free  information. 

GENERAL  MEDICAL  CO.,  Dept.  B\ 
1935  Armacost  Ave  ,  Los  Angeles,  CA  90' 


Corporate  Gifts 


) 


Corporate 
Iks 

(150  pc.  minimum) 

Gain  recognition  from 
neckties  customized 
with  company  logo. 

Free  literature  upon  request 

* 

Barnard  Maine  ltd. 

33  Mead  Ave.  •  Cos  Cob 
CT  06807  •  U.S.A. 
Dept.  BW  (203  )  869  3006 


MAKE  A  GREAT  IMPRESSION 
WITH  UNIONWIDE  WATCHES! 

Just  Send  Us 
Your  Color  Logo 

Your  full  colot  company  logo  is  the  dial  of 
an  elegant  watch  Precision  QTZ  move- 
ment, gold-tone  case,  genuine  leathet 
band  1  yt  wattanty  Rematkably  inexpen- 
sive even  in  small  quantities 

Send  $16  50  and  any  size  logo  on  letter 
head,  photo  or  artwork  We'll  rush  you  a 
personalized  quartz  watch  sample  Ideal 
lor  incentives,  premiums,  gifts, 
awards,  etc. 

UNIONWIDE  WATCHES,  INC. 

671  Brea  Canyon  Rd  ,  Suite  3 
Walnut.  CA91789 
(714)598-7299 
ATTN  Mr  Yale 


Authentic 


CIVIL  WAR 


PHOTOGRAPH 

as  seen  on  PBS 


LAND 


"^Hf-*     Museum-quality  photographs 

from  Matthew  Brady  negatives  ,,n 
COLLECTOR'S  PORTFOLIO:  tour  11  x  14  inch  imag 
of  Generals  Grant,  Lee,  Sherman  and  Jackson.  J2?f 
Certificate  ol  Authenticity  included  Shipped  free 

VISA/MC  accepted  Illustrated  brochure  available 

SATISFACTION  GUARANTEED 


580  SYLVAN  AVENUE 


DIADEM,  INC.     BKLfWOCO  CUFFS,  NJ 07£ 
CALL  201  871-1440  FAX  201  871-3395 


IT  PAYS  TO  ADVERTISE 
IN  THE  BUSINESS  WEE 
MARKET-PLACE 

The  Business  Week  Markc 
Place  Section  is  a  special  a 
vertising  feature  appearing 
the  first  issue  of  each  monl 
The  Market-Place  providt 
an  ideal  Showcase'  for  a 
vertisers  who  have  produc 
or  services  that  appeal 
Business  Week's  more  th 
6.2  million  responsi 
readers. 
For  rates  and  information  writs 

BUSINESSWEEK 
MARKET-PLACE 
1 00  East  Ohio  St.,  Suite  63: 
Chicago,  IL  60611 
or  call  (312)  337-3090  f 
or  FAX  (31 2)  337-5633 


1 


IS 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
1  -800-424-3090 
(312)337-3090 
OR  WRITE: 


BUSINESS  ^  WEEK 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL6061 1 
FAX:  (312)  337-5633 


isiness  Opportunities 


sw  Products 
Available 

ire  an  established,  publicly- 
d  R&D  company  with  more 
40  years  of  experience.  We 
developed  a  number  of  new 
mportant  products  with  com- 
m  advantages  in  the  phar- 
utical  and  health-care  fields, 
ledical  devices,  household 
:osmetic  products.  We  shall 
lad  to  discuss  these  with 
lished  firms  having  market- 
apabijities. 

ited-Guardian,  Inc. 

516-273-0900  •  800-645-5566 
Fax:  516-273-0858 


xding  to  a  leading  national 
zine,  the  top  paying  professions 
I  the  90's  will  be: 

esttnent  Banking 
alth  Care  Physician 
ECUTIVE  RECRUITER 

■  can  help  you  start  your  Business 
(ECUTIVE  RECRUITING, 


AND-LANTZ  &  ASSOCIATES,  INC. 

k'ekiva  Springs  Rd.,  Ste.  225 
.vood,  Florida  32779 
-FLA-EXEC05  2-3932) 


KE  592%  PROFIT! 


ICLE  POLISHING  CLOTH 

'polishes  ANY  surface  like  magic 
y1  Terrific  10  second  demonstration1  Fast 
Slier  pays  $2.90  profit!  Big  volume  Cham 
em  Exclusive  territory, 

E  SAMPLE  an^«r' 

S1312-  BW  WASHINGTON  AVENUE 
ST  LOUIS.  MO  63103-1989  USA 

one  or  write:  314-241-8464 


OPPORTUNITY  TO  BUY 
PROFITABLE  BUSINESS 

1 000  to  choose  from  Many  with 
'  Financing    All  Areas  Except 

sast. 

ATED  BUSINESS  CONSULTANTS 

rtmentC  719-548-8888 
ado  Springs,  CO 


Cable  TV 


LE  TV  DESCRAMBLERS 

VERTERS,  ACCESSORIES 

irands  Lowest  Prices.  Best  Service. 
FREE  16-page  color  catalog  call 

"anAyDV(800)  234-1006 


Menswear  Fashion 


MEN 'SWEDE  SHOES 


EE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it. 
Excellent  variety,  styling 
and  quality.  Send 
tor  FREE 

CATALOG  tM 


The  Wiliest  Selection  of  lite  Widest  Shoes  Anywhere! 
HITCHCOCK  SHOES,  INC 

Dept  55D  Hingham,  MA  02043 


Corporate  Special  Events 


RUNNING  R  GOLF  EVENT? 
HERE'S  VALUABLE  HELP 


Over  170  tee  prizes,  favors,  awards  — 
65  items  for  your  own  special  imprint 
FREE  CATALOG-CALL  OR  WRITE  TODAY 

800-334-7757      Tnhe  ,G°"  Pe0Ple 
uept  d 

Ask  for  Dept.  B     72fs  Pebblecreek  Rd 
AK.  HI  w.  Bloomfield, 

call  313-851  -4597   Ml  48322 


Health/Fitness 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  relieve  back  pain 

■  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

■  Forward-tilt 
feature 


Raflr^Jlwr   FREE  Color  Ctdloj 
DdLRJdVCT   1800-251-2225  or  xritt 
25  Jeffrey  Ave.,  Dept.  BWE.  Holliston,  MA  01746 


Boats 


THE  POKE  BOAT" 

ITS  EVERYTHING 
A  CANOE  f  \  ISN'T. 

Call  toll-free 
1-800- 
354- 
0190. 


ft  weighs  only  28 
pounds  For  less 
than  $80O  you 

can  buy 
more  than 
a  canoe. 


Franchising 


Franchise 

your  business! 

For  the  expert  help  you  need 

to  become  a  franchisor, 
call  the  franchise  specialists 

Ffcincorp 

New  York  Chicago        Los  Angeles 

237  Park  A«nue  20200  Gawmors  Onve  6033  W  Century  BlvrJ 
New  York  NY  1001'  Olympu  Fields  IL  60461  Lqs  Angeles  U  90045 
{212}  922  3600     (700)  481-2900     (213)  336-0600 

1-800-877-1103 
\  / 

Computers/Office  Equipment 


MffmRRYfTlflC 


NDUSTRIESINC 


Our  1 5th  year  of  DISCOUNTS 

TANDY®  COMPUTERS 

Toll  Free  800-231-3680 

22511  KalyFwy  Katy  (Houston)  TX  77450 
1-71 3-392-0747  Fax  (7 1 3)  574-4567 


Computers/Software 


How  to  succeed  in  business  today: 


Getting  ahead  in  today's 
competitive  business  world 
means  you  have  to  know  how 
to  set  up  systems  that  will 
increase  efficiency,  produc- 
tivity, and  profits.  What's 
more,  you  have  to  know  how 
to  use  a  computer  to  make 
those  systems  really 
perform. 

Now,  NRI's  at-home  train 
ing  in  PC  Systems  Analysis 
gives  you  the  computer,  the 
software,  and  the  analytical 
skills  you  need  to  succeed. 

Step  by  step,  you  learn  the 
art  of  systems  analysis:  how 
to  define  and  break  down  the 
problem,  interview  users, 
interpret  and  model  data, 
prepare  proposals— every 
skill  you  need  to  map  out  the 
optimal  system  solution. 
But  that's  just  the  beginning. 

Training  includes  a  powerful 
computer  system  and  software  you  keep 

NRI  gives  you  hands-on  experience  with  an 
AT-compatible  computer  system— complete 
with  1.2  meg  floppy  drive,  monitor,  modem, 
and  a  full  meg  of  RAM  —  all  yours  to  train 
with  and  keep! 

You  begin  by  learning  BASIC,  today's  most 
popular  PC  programming  language.  Then,  using 
the  Microsoft®  Works  software  also  included  in 
your  training,  you  master  four  essential  PC  appli- 
cations: word  processing,  spreadsheets,  data- 
base management,  and  data  communications. 

Soon  your  computer  becomes  your  most 
important  analysis  tool,  allowing  you  to  pro- 
duce cost-benefit  analyses,  feasibility  studies, 
long-range  projections,  complex  databases, 


Learn  the  art  of 
systems  analysis. 

r 


and  more.  Before  you  know 
it,  with  a  real-world  under- 
standing of  PC  hardware 
and  software  systems, 
you're  ready  to  create  the 
kind  of  computer  solutions 
that  will  make  you  a  key 
player  on  any  business  team. 

Send  today  for  your 
FREE  catalog 

Move  up,  make  more 
money,  even  start  your 
own  business.  If  the  coupon 
is  missing,  write  to  NRI 
Schools,  McGraw-Hill 
Continuing  Education 
Center,  4401  Connecticut 
Avenue,  NW,  Washington, 
DC,  20008. 

AT  is  a  registered  trademark 
of  IBM  Corp. 


S3 


Schools 

McGraw-Hill  Continuing  Education  Center 
4401  Connecticut  Avenue,  NW 
Washington,  DC  20008 

3  Check  one  FREE  catalog  only: 

□  PC  Systems  Analysis 

□  Computer  Programming 

□  PC  Software  Engineering  Using  C 
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NAME 

fp/ease  print) 

AGE 

ADDRESS 

CITY/STATE/ZIP 

4562-041 
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rsonal  Business 


THE  ART 
OF  THE 


Collecting 


never 


The  auctioneer 
says  "going,  going, 
gone."  And.  contrary  to 
popular  belief,  a  mere  scratch 
of  an  ear  won't  make  you  the 
proud,  if  inadvertent,  owner 
of  a  Matisse.  If  you're  one  of 
the  many  collectors  or  would- 
be  collectors  intimidated  by 
the  thought  of  buying  art  at 
Christie's  and  Sotheby's,  you 
can  relax:  It's  not  nearly  as 
hard  as  it  seems. 

The  spring  auction  season 
is  about  to  blossom,  with  ma- 
jor sales  of  contemporary.  Im- 
pressionist, and  Modern  art 
set  to  begin  Apr.  30.  Tough 
times  in  the  an  market  should 
make  the  two  big  auctioneers 
more  eager  than  ever  to  wel- 
come new  buyers.  Best  of  all. 
says  art  adviser  Jeffrey 
Deitch.  "there'll  be  some  bet- 
ter opportunities,  because  un- 
certainty will  leave  some  peo- 
ple on  the  sidelines." 

Buying  at 
auction  isn't 
for  the  unini- 
tiated, how- 
ever. The 
pace  can  be 
fast,  creat- 
ing enthusi- 
asm that's 
contagious. 
And  bidding 
strategy  can 
be  complicat- 
ed. Yet  once 
the  hammer 
falls,  the  item  on  the  block 
belongs  to  the  final  bidder — 
no  returns.  One  neophyte  was 
surprised  recently  to  find  that 
he  owed  nearly  20f'  more 
than  he  had  bid — the  "ham- 
mer price"  plus  a  standard 
107c  "buyer's  premium"  paid 
to  the  house  and  sales  tax. 
homework.  That's  why  the 
auction-goer's  work  begins 
before  the  sale.  Major  auc- 
tions of  the  various  categories 
of  art  follow  a  regular  cycle. 


IF  THE  PRICE  IS  RIGHT, 
RAISE  YOUR  PADDLE 


The  heights  are  May  and  No- 
vember, when  painting  sales 
take  place  in  New  York. 

Sotheby's  and  Christie's  an- 
nounce the  specific  items  for 
sale  about  a  month  in  ad- 
vance, when  illustrated  cata- 
logs become  available.  You 
can  subscribe  to  catalogs,  or- 
der them  by  mail,  or  buy 
them  at  auction  house  offices. 
Copies  are  also  posted  at  the 
exhibitions,  which  are  on  auc- 
tion house  premises  the  week 
before  the  sale.  But  it's  better 
to  buy  the  book:  you  will 
want  to  take  it  to  both  the 
exhibition  and  the  auction. 

As  you  peruse  the  catalog, 
pay  attention  to  the  way  a  de- 
scription is  phrased  and  print- 
ed. These  nuances  have  mean- 
ings, which  are  spelled  out  at 
the  beginning  of  the  catalog. 
For  example,  Sotheby's  guar- 
antees only  the  data  that  ap- 
pear in  boldface  type. 
look  and  touch.  Each  lot  is 
given  an  "estimate,"  a  range 
for  the  price  it's  expected  to 
fetch.  But  you  should  do  your 
own  homework  on  the  lots 
that  interest  you.  Research 
recent  auction  prices  for 
works  of  the  same  caliber  by 
the  same  artist,  and  check 
with  art  dealers  who  carry 
similar  works.  As  noted  in  the 
catalogs,  nearly  every  lot  has 
a  secret  minimum  bid,  known 
as  the  "reserve."  This  price, 
always  below  or  at  the  low 
estimate,  is  set  by  the  seller 
in  talks  with  the  auctioneer. 

Next,  go  see  the  real  items 
at  the  exhibitions.  Introduce 
yourself  to  the  house  experts, 
and  ask  questions — nothing  is 
too  basic.  All  lots  are  sold  "as 
is."  so  study  condition.  If  you 
want  to  touch  a  piece,  view  it 
from  another  angle,  or  check 
its  back  for  markings,  ask. 

You  should  jot  down  notes 
from  all  of  these  inquiries  in 
your  catalog,  right  next  to  the 


pictures.    It  will 
help  you  decide  your 
top  limit  for  each  piece, 
which  you  should  set  before 
you  go  to  the  sale. 

Prior  to  bidding,  you  must 
register.  You  can  do  that 
right  before  the  sale,  but  it's 
better  to  preregister.  Just 
give  your  name,  address,  and 
a  bank  reference.  And  once 
you  have  been  to  an  auction, 
you  can  get  a  "client  card" 
with  a  house  account  number 
that  speeds  registration. 

Plan  on  checking  in  at  least 
10  minutes  before  the  sale. 
You  will  receive  a  numbered 
bidding  paddle.  Sit  where  you 
want — except    at  evening 


sales.  For  those, 
you  must  get  a  tick- 
et— it's  free — with  a  seat 
signment.  The  auctioi 
starts  the  bidding  below 
reserve,  then  moves  uj 
standard  increments,  dep 
ing  on  price.  For  a  lot  esti 
ed  at  $100,000  to  $130,000, 
ding  would  probably  stai 
$50,000,  with  each  subseq 
bid  jumping  $10,000.  If  i 
tough  sale,  you  can  try  tc 
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An  auctioneer  unsure  of  a 
wayward  movement  will  ask: 
"Are  you  bidding?" 
Just  when  to  enter  the  con- 
test is  a  matter  of  strategy. 
Some  bidders  prefer  to 
start  early,  moving 
^*N.       up  quickly  to  deter 


the  increment — but 
the  auctioneer  can 
use  to  accept  it. 
)  bid,  raise  your  paddle, 
•  hand,  or  even  your  pen. 
3  you've  got  the  auction- 
i  attention,  a  nod  will  suf- 
Esoteric  bidding-signals 
/ery  rare.  But  if  you  must 
itain  total  anonymity,  you 
arrange  such  a  sign  with 
auctioneer  in  advance.  It's 
)ssible  to  bid  accidentally 


competition.  Some 
will  try  to  intimidate 
rivals  by  never  taking 
their  arms  down.  Others 
hang  back,  not  wanting  to 
show  enthusiasm  that  will  in- 
cite other  bidders. 
fake  bids.  As  you  bid,  you 
may  encounter  "chandelier 
bidding."  Critics  say  this  fake 
bidding  by  the  auctioneer, 
done  to  get  prices  above  the 
reserve,  creates  false  impres- 
sions of  the  desirability  of  a 
work  and  inflates  prices.  Fact 
is,  a  lot  won't  be  sold  below 
the  reserve  anyway,  and 
chandelier  bidding  above  the 
reserve  is  forbidden  by  law. 
You  can  learn  to  detect 


some  chandelier  bids.  Watch 
the  auctioneer's  body  lan- 
guage. Notice  if  the  bidding 
pace  seems  too  fast  for  a  par- 
ticular lot.  Or,  an  auctioneer 
who  usually  places  the  bid  he 
takes— "$50,000  on  my  left" — 
may  skip  such  locations. 

Doing  that  is  not  the  same 
as  saying  "the  bid  is  with 
me,"  however.  This  phrase  in- 
dicates that  the  auctioneer 
has  an  "order  bid"  in  his 
book.  These  offers  are  writ- 
ten maximum  bids,  left  in  ad- 
vance, by  people  who  cannot 
attend  a  sale.  You  will  find 
order-bid  forms  in  the  catalog, 
as  well  as  at  the  auction 
house.  The  house  executes 
these  bids,  in  sequence, 
against  bids  from  the  floor  or 
the  reserve.  Order-bid  ties  are 
won  by  the  first  bid  placed. 

'FAIR  WARNING.'  If  VOU  Can't 

attend  a  sale,  you  have  anoth- 
er alternative:  the  telephone. 
Arrange  this  a  few  days  in 
advance  of  a  sale,  and  a  ser- 
vice representative  will  call 
you  when  your  chosen  lots 
are  about  to  come  up.  As  he 
or  she  recounts  the  saleroom 
action,  you  say  when  to  bid. 

When  the  bidding  is  over, 
auctioneers  usually  linger  a 
moment  before  pounding  the 
gavel.  "Fair  warn- 
ing," they  may  say, 
"the  bid  is  on  my 
right  at ...  "  Or  per- 
haps "all  done  then, 
at ...  "  This  is  your 
last  chance  to  bid.  If 
the  lot  did  not  make 
its  reserve,  the  auc- 
tioneers must  an- 
nounce that,  too. 
They  usually  say, 
softly,  "passed,"  but 
they  may  instead  say 
"withdrawn,"  "re- 
turned to  owner,"  or 
"bought  in,"  which  regulars 
abbreviate  to  "b.  i." 

You  still  have  a  chance  to 
purchase  a  bought-in  lot, 
though.  Immediately  after  the 
sale,  approach  the  relevant 
auction-house  expert.  Make 
an  offer,  or  ask  what  the  sell- 
er will  take.  The  auction 
house  will  consult  with  the 
consignor  on  your  behalf. 

You  have  bought  the  object 
of  your  affections.  What 
next?  See  the  cashier,  and  pay 
by  cash,  check,  bank  transfer, 


or — at  Sotheby's — Visa  or 
MasterCard.  If  you  pay  by 
credit  card  or  preapproved 
check,  you  can  take  your  pur- 
chase. If  not,  you  won't  get 
your  lot  until  your  check 
clears.  Buyers  who  don't  pay 
on  the  spot  are  sent  invoices, 


HENRI  MATISSE'S  LA  ROBE 
PER  SANE  AT  SOTHEBY'S 


with  payment  due  in  three 
clays.  It's  best  to  complete 
these  transactions  quickly: 
After  10  days,  the  auction 
house  sends  your  purchase  to 
a  warehouse  and  charges  you 
for  storage. 

If  you  know  these  rules, 


ROY  LICHTEN STEIN'S  RAZZMATAZZ  AT  CHRISTIE'S 


buying  at  auction  is  simple — 
you  choose  how  much  effort 
to  make.  Deitch,  who  often 
bids  on  top  lots  for  clients, 
has  even  staged  a  mock  auc- 
tion to  practice  bidding  strate- 
gy. But  auction  houses  aren't 
mystifying.  They  are  exciting, 
even  enchanting,  places  open 
to  all  comers.  And  for  art-lov- 
ers who  can't  yet  afford  to 
buy,  their  presale  exhibitions 
are  great  free  shows  of  art 
that  may  never  go  on  public 
display.  Judy  Dobrzynski 
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Insurance 


DEFERRED  PAY: 
HOW  TO 
SAFEGUARD  IT 


You  know  you've  ar- 
rived when  the  compa- 
ny offers  you  deferred 
compensation.  It  means  you 
can  afford  to  hold  back  a  big 
chunk  of  your  paycheck  for 
retirement.  But  along  with  de- 
ferred comp  comes  a  nagging 
question:  What  if  the  compa- 
ny doesn't  pay  up? 

It's  not  as  farfetched  as  it 
sounds.  Many  companies  have 
disappeared  in  takeovers  and 
bankruptcies  over  the  past 
few  years,  placing  more  exec- 
utive nest  eggs  in  jeopardy. 
As  a  result,  "protecting  de- 
ferred comp  is  one  of  the  hot- 
test areas"  of  concern  among 
senior  executives,  says  Alan 
Nadel  of  accounting  firm  Ar- 
thur Andersen 

To  address  the  problem, 
some  companies  are  now  of- 
fering their  top  brass  protec- 
tion against  the  risk — through 


a  new  kind  of  insurance  with 
Lloyd's  of  London.  The  "exec- 
utive compensation  indemni- 
ty" policy  says,  in  short,  that 
if  your  employer  can't  or 
won't  pay  you  the  promised 
money,  Lloyd's  will. 

The  premium  is  50  basis 
points,  on  average,  or  half  of 
1%,  for  each  year  of  coverage. 
So  an  officer  who  wants  to 
protect,  say, 
$100,000  of  deferred 
comp  for  10  years 
would  make  a  one- 
time payment  of 
$5,000  up 'front.  Pre- 
miums vary  with  the 
employer's  credit 
rating,  notes  Rick 
Jensen,  a  vice-presi- 
dent at  insurance 
brokers  Johnson  & 
Higgins.  They  might 
be  only  30  basis 
points  at  a  company 
that's  AAA-rated  by 
Standard  &  Poor's  and  70  ba- 
sis points  at  one  that's  "far- 
ther down  the  credit  ladder," 
he  says. 

audit-shy.  There's  one  big 
gray  area  with  these  policies. 
If  the  Internal  Revenue  Ser- 
vice decides  that  the  insur- 
ance eliminates  the  risk  of 


getting  your  deferred  comp,  it 
could  say  say  you're  in  "con- 
structive receipt"  and  tax  you 
before  you  ever  see  the  mon- 
ey, says  John  Erb,  an  execu- 
tive financial  counselor  in  Al- 
exandria, Va.  The  IRS  hasn't 
yet  ruled  on  the  tax  conse- 
quences of  the  policies,  and 
its  position  may  not  become 
clear  until  someone  files  a 


Not  all  executives  sign 
for  such  coverage  even  wh 
their  companies  offer  it.  Sot 
don't  feel  the  risk  is  gr€ 
enough.  And  even  when  co 
panies  share  or  pick  up  t 
premiums,  some  execs  s 
away  for  fear  of  becoming  i 
dit  fodder  for  the  IRS. 

Don't  be  surprised  if  y 
company  is  secretive  ab 


claim  and  gets  audited.  Mean- 
while, for  an  extra  20%  of  the 
premium,  or  so,  you  can  buy  a 
rider  that  will  cover  you  for 
any  income  tax  the  policy  trig- 
gers, says  Louis  Richey  of 
Ayco,  an  American  Express 
unit  that  helps  managers  with 
financial  planning. 


such  policies.  As  prudent  a: 
may  be  from  your  standpoi 
taking  out  deferred-comp 
surance  may  suggest  that 
executives  have  less  than  1 
faith  in  the  company's  futu 
And  that,  as  one  consult* 
points  out,  could  spook 
stockholders.       Dick  Jans. 


Death  doesn't  always 
have  to  mean  taxes,  par- 
ticularly when  it  comes  to 
real  estate.  Parents  can  be- 
queath the  house  to  their 
kids  in  a  trust  that  removes 
it  from  the  Internal  Revenue 
Service's  gun  sights. 

By  law,  only  $600,000  of 
an  estate  is  exempt  from  tax. 
But  many  houses  are  worth 
at  least  that  much.  Throw  in 
other  assets,  and  you  have  a 
juicy  estate  subject  to  feder- 
al taxes  ranging  from  37%  to 
55%,  depending  on  its  size. 
Most  states  also  impose  their 
own  inheritance  levies.  Giv- 
ing the  place  to  the  kids  now 
won't  help:  The  house  will  be 
subject  to  gift  taxes  on  every 
dollar  of  value  above  $10,000. 
time  limit.  A  shrewd  strate- 
gy is  to  put  the  house  into  a 
grantor-retained  income 
trust.  This  makes  it  exempt 
from  estate  taxes  and  allows 
the  parents  to  continue  living 
there  rent-free.  Tax-free 
transfer  of  residential  prop- 


Smart  Money 

LEAVE  THE  HOMESTEAD 
TO  YOUR  KIDS.  TAX-FREE 


erty  is  one  of  the  few  survi- 
vors of  last  year's  tax-code 
tightening,  which  yanked  se- 
curities and  rental  property 
from  trust  eligibility. 

This  trust  must  have  a 
time  limit,  and  many  people 


Set  up  a  special  trust 
to  exempt  your  house 
from  inheritance  tax 


choose  10  years.  Shorter 
terms  reduce  the  amount  of 
tax  savings  under  IRS  calcu- 
lations. As  long  as  the  par- 
ents outlive  the  decade-long 
term,  ownership  is  fully 


transferred  to  the  children. 
If  both  grantors  die  before 
that  time,  the  trust  is  nulli- 
fied and  so  are  the  savings. 
If  one  dies,  the  savings  are 
halved.  "But  they  are  better 
off  trying  a  trust  than  not 
trying.  There  is  no  down- 
side," says  Samuel  Fried- 
man, a  tax  lawyer  at  Hall, 
Dickler,  Lawler,  Kent  & 
Friedman  in  New  York. 

Let's  say  a  couple,  both  63, 
has  a  $3  million  estate  that 
includes  a  house  worth 
$500,000  in  today's  market. 
They  decide  to  set  up  a  trust 
for  10  years,  after  which 
ownership  of  the  house  will 
pass  to  their  daughter.  At 
the  end  of  the  10  years,  she 
can  keep  them  on  as  tenants. 


When  they  die,  the  house- 
whose  value  may  ha^ 
climbed  to  $600,000— will  n 
be  part  of  the  taxable  estat 
all  paid  up.  Quirks  of  ts 
math  make  a  brain  tickl 
out  of  calculating  the  daug 
ter's  savings,  but  they  a 
substantial.  After  the  trusl 
10-year  term,  tax  tables  a 
just  the  $600,000  home  dov 
to  $450,000  in  something  sii 
ilar  to  depreciation.  Assui 
ing  a  50%  estate-tax  ral 
that  means  pulling  the  hou 
out  of  the  estate  yiel 
$225,000  in  tax  savings. 

Two  caveats:  It's  best  th 
the  house  have  no  mortgag 
Otherwise,  the  IRS  will  tre 
part  of  the  house  transfer 
the  daughter  as  forgivene 
of  debt  and  charge  her  p; 
ents  for  it.  Also,  after  the 
years  expire,  the  daught 
must  charge  her  paren 
rent  at  prevailing  rates.  Cc 
sidering  the  money  ke 
from  the  IRS,  that's  not  su 
a  hardship.  Larry  Lie, 
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You  always  come  back  to  the  basics. 


mum  "  ^!tii 


t9|   jMK.'.f^.WQl  | 


KENTUCKY  STRAIGHT  BOURBON  WHISKEY. 
,90  PROOF  (4QX  ALC  'VOL  I.  DISTILLED  AND  BOTTLED  BY 
(AMES  B  BEAM  DISTILLING  CO  .  CLERMONT.  BEAM.  KY 


sonal  Business 


Outdoors 


A  RIP-ROARING 
RITE  OF  SPRING 


Just  a  few  years  ago, 
springtime  white-water 
rafting  in  West  Virginia 
was  an  adventure  best  left  to 
the  young  and  the  restless. 
Thrilling'.'  You  bet.  But  only  if 
you  were  willing  to  brave  a 
chilly  night  in  a  sleeping  bag 
and  embrace  river  transit  con- 
ducted by  a  few  shivering 
outfitters. 

Today.  Whitewater  rafting 
has  grown  from  the  sport  of 
hellions  into  a  multimillion- 
dollar  industry  in  the  Moun- 
tain State,  with  38  licensed 
companies  offering  space-age 
equipment  and  the  finest  com- 
forts of  home.  Now's  the  time 
to  try  it.  too.  From  Apr.  15  to 
May  15.  Appalachian  rivers 


Youghiogheny  just  north  in 
Maryland  and  Pennsylvania,  a 
one-day  trip  is  about  $50  per 
person.  But  shop  around. 
Some  outfitters  sell  weekend 
packages  including  airfare, 
transportation  to  the  river  of 
your  choice,  the  raft  trip, 
shoreside  hot  tubs,  and  video- 


Kingwood.  W.  Ya..  costs 
S6.95. 

Plan  on  arriving  the  night 
before  your  trip.  It  takes  up 
to  six  hours  to  reach  the  area 
by  car  from  cities  such  as  Chi- 
cago. Cincinnati,  Washington, 
and  New  York.  The  closest 
big  airport  is  in  Charleston,  a 
40-minute  drive  away.  Rest 
up.  have  a  hot  breakfast,  and 
get  to  your  rafting  company 
at  least  one  hour  before  trip 
time.  There's  plenty  of  prepa- 
ration that  must  be  done  be- 
fore you  "put  in." 

What  vou  wear  will  make 


panies  now  provide  hea 
changing  rooms  and  show* 
White-water  rafting.  Ap 
lachian-style.  is  like  colh 
rowing.  Teamwork  is  the 
in  the  four-  to  eight-per: 
oval  rafts.  By  following 
instructions  of  your  gu 
you  position  your  raft 
each  rapid — and  then  sere 
your  lungs  out  as  you  sh 
down.  Many  novice  raft 
get  so  excited  that  they  p 
die  too  hard  and  are  exhai 
ed  by  the  third  or  fourth 
id.  So  pace  yourself.  Re 
and  enjoy  the  blooming  d 


THE  YOUGHIOGHENY  RIVER 
A  ONE-DAY  TRIP  iS 
ABOUT  S50  PER  PERSON 


PITTSBURGH 


OHIO 


WEST 
VIRGINIA 


^OHIOI 

rouemoGHinr  i 


SUMMERSVlLLf  - 


VIRGINIA 


20  40 


are  running  at 
their  peak,  with  snowmelt  and 
spring  rains  producing  some 
of  the  world's  finest  white 
water.  The  area  has  enough 
capacity,  so  even  last-minute 
planners  shouldn't  have  trou- 
ble finding  an  outfitter  and  a 
room. 

Whether  you  choose  the 
Cheat.  Tygart.  or  Xew  river 
in   West   Virginia   or  the 


tapes  of  your  adventure  for 
about  $300. 

Of  course,  you  can  still 
rough  it.  Plenty  of  economical 
hotels  charging  less  than  S50 
a  night  have  sprung  up  in  Al- 
bright. Summersville.  and  oth- 
er towns  all  over  rafting 
country.  And  there  are  many 
inexpensive  country-cooking 
establishments.  A  fine  buffet 
dinner  of  ham  and  fried  chick- 
en at  the  Heldreth  Motel  in 


or  break  your  trip.  Most  out- 
fitters rent  lightweight  wet- 
suit  overalls  for  about  S10. 
Splurge.  You'll  be  miserable 
if  your  body  is  cold.  You  can 
also  rent  rubber-soled  wetsuit 
booties  for  .<2.  At  the  mini- 
mum, wear  wool  socks  and  an 
old  pair  of  sneakers.  Remem- 
ber, your  feet  will  be  sitting 
in  cold  river  water  all  day  at 
the  bottom  of  the  rubber  raft. 
teamwork.  Wear  a  wool 
sweater  or  windbreaker  over 
your  wetsuit.  You  can  always 
shed  clothing  if  the  day  is 
warm.  The  new  moisture-re- 
pellent synthetic  apparel  from 
companies  such  as  Patagonia 
and  L.  L.  Bean  is  great. 
Wring  it  out,  and  it  dries 
while  you're  having  lunch. 
Bring  a  change  of  clothes  for 
the  end  of  the  trip.  Most  eom- 


n  1 


woods  and  redbuds  along 
canyon  walls. 

My  personal  preference 
time  of  vear  is  the  Cheat  h 
er.  It  has  the  most  rapids 
the  shortest  stretch.  W 
the  water  is  high,  the  Chea 
truly  memorable,  with  C 
IV  and  V  rapids  (the 
dangerous  is  Class  VI)  s 
as  Big  Nasty  and  Coliseui 
so  named  because  kayal 
used  to  pull  up  on  the  rc 
and  watch  the  rafts  capsk 

Those  days  are  all 
gone,  thanks  to  experien 
guides  familiar  with  the 
er's  nuances.  Just  make  s 
you  hook  up  with  an  es 
lished.  licensed  rafting  con 
ny.  Get  the  approved  list  f> 
the  West  Virginia  Tourisn 
Parks  Div.  at  800  225-5! 

Doug  Harbr 


Worth  Noting 


■  GREAT  FOR  GRADS.  College 

graduates  planning  to  go  for 
a  master's  should  take  a  job 
in  their  area  of  studv  first,  if 


only  for  a  few  months.  Then, 
if  they  can  show  the  degree 
is  necessary  for  career  ad- 
vancement, the  school  cost  is 
deductible. 

■  fair  fares.  One  or  two 

kids  up  to  age  15  can  now 


travel  at  half  price  with  an 
adult  who  buys  a  coach  tick- 
et on  Amtrak.  Previously, 
the  cutoff  was  age  12. 

■  DATA  DELIVERY.  For  less 

than  the  cost  of  searching 
most  on-line  data  bases,  PC 


owners  can  get  abstracts 
12,000  recent  business  ai 
cles.  Business  Currents  is 
S95  floppy  disk  bank  of 
months  of  stories  in  45  pul 
cations,  plus  six  updat 
Call  800  876-1245. 
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How  to  close 
an  eight-person  deal 


AT&T  "teleconference 

1800  225-0233 


with  a  single  call. 


AT&T  Teleconference  Services  let  you 
connect  any  number  of  key  players  just 
by  dialing  1800  225-0233. 

When  turning  a  deal  into  a  done  deal 
takes  input  from  three  people  or  more, 
AT&T  Teleconference  Services  can  save  you 
precious  time. 

It's  a  simple  matter  of  dialing  toll-free 
1 800  225-0233.  After  that,you  can  leave  it 
to  an  AT&Tconference  specialist  to  set  up 
an  on-the-spot  or  reserved  phone  meeting 
with  a  whole  Rolodexful  of  people,  if  that's 
what  you  need. 


You  can  even  get  viewpoints  from  people 
overseas.  And  whether  you're  in  your  office,  a 
hotel  or  a  phone  booth, you  always  have  the 
option  of  charging  your  conference  calls  to 
your  AT&T  Calling  Card. 

So  the  next  time  you're  dealing  with  a  lot 
of  players,  deal  us  in,  too.  We'll  help  take  the 
legwork  out  of  getting  to  the  handshake  stage. 

Productivity.  Another  AWT advantage. 

To  make  your  AT&T  Teleconference 
call  or  for  additional  information,  just  call 
1 800  225-0233. 


AT&T 

The  right  choice 


©  1991  AT&T  Rolodex  brand  is  a  registered  trademark  of  INSLCO. 


ivestment  Figures  of  the  Wee 


MENTARY 

»conomic  news  was  awful — 
I  unemployment  and  sagging 

sales.  The  financial  markets 
:d  to  the  Federal  Reserve  to 

monetary  policy  some 
— but  the  central  bank  failed 
>  so.  Stocks  tumbled,  with  the 

dropping  45  points  on  Apr. 
jnds  were  creamed,  too,  that 

For  the  week,  small-cap 
s  displayed  resilience.  The 
;ll  2000  gave  up  0.4% — only 

if th  the  loss  of  the  Dow. 

trading  volume  high,  broker- 
stocks  continued  to  shine. 


STOCKS 

Apr. 


Oct. 


Apr. 


Apr.  4  10 


f 


52-week  change 
-9.1% 


'365  1500 


BONDS 

Apr.       Oct.       Apr.     Apr.  4-10 


380  1350 


375  1200 

373  IS 


365  900 


Lehman  Brothers 
Treasury  Index 


1370  no 


THE  DOLLAR 

Apr.        Oct.        Apr.      Apr.  4-10 


1340  100 


1310  90 


J.  P.  Morgan 
Index 


1 -week  change 

-1.5% 


52-week  change 
h  2.9% 


1-week  change 
-0.2% 


52-week  change  1 -week  change 

-4.4%  -0.1% 


ARKET  ANALYSIS 


STOCKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

'  JONES  INDUSTRIALS 
COMPANIES  (Russell  1000) 
LL  COMPANIES  (Russell  2000) 
COMPANIES  (Russell  3000) 

2874.5 
195.4 
173.1 
207.9 

-1.8 
-1.5 
-0.4 
-1.4 

5.3 
9.6 
6.8 
9.5 

90-DAY  TREASURY  BILL  YIELD 

on  vt ad  tdcaciidv  Rnwn  vici  n 
oU  -  Y  t  AK   1  KEAMJK  I   DUNU   t  ItLU 

S&P  500  DIVIDEND  YIELD 

S&P  500  PRICE/EARNINGS  RATIO 

5.8% 
8.3% 
3.4% 
17.3 

6.0% 
8.2% 
3.3% 
17.6 

8.0% 
8.6% 
3.4% 
14.9 

EIGN  STOCKS 

%  change  (lacal  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

Latest 

Week 

52-week 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

338.4 
83.3% 
0.39 
2.45 

335.8 
84.7  % 
0.42 
2.50 

Positive 
Neutral 
Neutral 
Neutral 

)0N  (FINANCIAL  TIMES  100) 
rO  (NIKKEI  INDEX) 
)NT0  (TSE  COMPOSITE) 

2518.8 
26,268.9 
3494.1 

0.0 
-1.9 
-0.6 

13.7 
-10.8 
-2.0 

IDUSTRY  GROUPS 

BRIDGE  INFORMATION 

SYSTEMS  INC 

R-WEEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

0KERAGE  FIRMS 

13.2 

46.2 

MERRILL  LYNCH 

20.6 

64.6 

37 '4 

ANUFACTURED  HOUSING 

12.8 

16.7 

FLEETWOOD  ENTERPRISES 

14.7 

16.9 

30' a 

NERAL  MERCHANDISE  CHAINS 

8  2 

30  0 

WAL-MART  STORES 

13.7 

71.1 

4l1/2 

AITH  CARE  SERVICES 

7.8 

100.9 

MANOR  CARE 

13.4 

50  8 

2  2  V4 

ECIALTY  APPAREL  RETAILERS 

7.7 

30.9 

GAP 

14.1 

54.0 

53 '/2 

R-WEEK  LAGGARDS 

% 

4-week 

change 

52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

ACHINE  TOOLS 

-17.2 

34  8 

BROWN  &  SHARPE 

-25.5 

-38.1 

9Ve 

ASPORTATION 

1  3  5 

29  8 

FEDERAL  EXPRESS 

-14.6 

-37.7 

34  1  2 

L  AND  GAS  DRILLING 

11'  0 

-31.6 

ROWAN 

-16.0 

-35.2 

81/2 

IMPUTER  SYSTEMS 

-10.6 

5.2 

DIGITAL  EQUIPMENT 

-20.3 

-19.7 

63 

EEL 

-9.5 

-20.2 

INLAND  STEEL 

-25.5 

-45.8 

18% 

UTUAL  FUNDS 


DERS 

week  total  return 


HERMAN  DEAN  16  0 

IDELITY  SELECT  MEDICAL  DELIVERY  10.0 

TR0NG  COMMON  STOCK  9.4 

reek  total  return  % 

IDELITY  SELECT  BIOTECHNOLOGY  97.9 

IDELITY  SELECT  MEDICAL  DELIVERY  80  8 

IDELITY  SELECT  HEALTH  CARE  76  3 


LAGGARDS 

Four-week  total  return 

% 

STRATEGIC  INVESTMENTS 

-10.0 

EQUITY  STRATEGIES 

-8.3 

STRATEGIC  SILVER 

-7.6 

52-week  total  return 

% 

STRATEGIC  INVESTMENTS 
STRATEGIC  SILVER 
McKEEVER  TOTAL  RETURN 


-39.0 
-38.9 
-34.3 


m  s&p ! 

ek  total  return 


MORNINGSTAR  INC 


~J  Average  fund 


52-week  total  return 


ELATIVE  PORTFOLIOS 


ar  amounts 
esent  the  present 
le  of  $10,000 
isted  one  year 
in  each  portfolio 

entages  indicate 
day  total  returns 


Foreign  stocks 
$11,265 

+  4.12  % 


Treasury  bonds 
$11,220 

+  0.21% 


0 


U.  S. stocks 
$11,047 

-1.51  % 


Illl 


Money  market  fund 
$10,648 

+  0.12  % 


DATA  RESOURCES  INC 


Gold 
$9,673 

+  1.12% 


ata  on  this  page  are  as  of  market  close  Wednesday,  Apr.  10,  1991, 
Iry  groups  include  S&P  500  companies  only,  performance  and  shore  pr 


s  otherwise  indicated 
ire  as  ot  market  close 


Apr,  9,  Mutuol  fund  return 
explanation  ot  this  page 


as  of  Apr.  5.  Relative  portfolios  ore  valued  as  of  Apr.  9,  A  more  detailed 
jilable  on  request 
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DEPOSIT  INSURANCE  THAT 
SERVES  THE  PUBLIC 

cern  about  inflation  is  based  on  a  consumer  price  index  t 
is  fraught  with  measurement  problems  and  may  well 
overstating  price  pressures. 

The  Fed  should  immediately  cut  the  federal  funds  rate 
another  quarter  point,  to  5%'/> ,  and  lower  the  discount  r 
by  a  half  point,  to  5.5%.  For  the  sake  of  lower  long-te 
interest  rates,  Fed  officials  should  cease  openly  debating 
policy  committee's  decisions.  Such  bickering  is  especis 
destructive  because  it  erodes  the  bond  market's  confide 
uiat  uiie  Feu  lias  a  Lieai  cinu  milieu  vision  oi  policy,  i 
assurance  is  critical  to  declines  in  long  rates  that  will  bt 
housing,  autos,  and  other  credit-driven  sectors  crucial 
economic  recovery. 

- 

I 

I 

■■■cderal  deposit  insurance  is  a  subsidy  that  backfired.  It 
bi,  a  subsidy  because,  although  funded  by  bank  contri- 
■  hutions,  it  is  backed  by  the  credit  of  the  U.  S. — mean- 
ing the  taxpayer.  So  many  banks  have  failed  and  so  many 
depositors  have  been  reimbursed  that  Congress  is  now  con- 
sidering an  FDIC  bailout  in  the  form  of  a  $70  billion  cash 
infusion. 

The  subsidy  has  backfired  because  it  has  hurt  the  industry 
more  than  it  has  helped.  Deposit  insurance  certainly  gives 
banks  a  leg  up  over  their  nonbank  competitors  in  attracting 
funds.  But  it  also  shields  banks  from  healthy  market  forces. 
Because  deposits  are  insured,  weak,  badly  managed  banks 
can  attract  deposits  just  as  easily  as  strong,  well-managed 
ones.  The  result  is  that  good  banks  aren't  sufficientlv  re- 
warded and  bad  banks  aren't  sufficiently  punished  (page  72). 

Banks  operate  with  the  money  of  other  people — many  of 
them  individual  depositors  of  modest  means — and  this  soci- 
ety has  made  a  judgment  that  those  funds  need  protection. 
That  is  the  root  of  the  government's  guarantee.  What's 
needed  is  to  make  the  system  function  better.  Here  are  some 
ideas: 

■  Lower  the  deposit  insurance  ceiling  from  $100,000  per 
account  to  $50,000  per  person. 

■  Charge  FDIC  premiums  on  a  sliding  scale:  The  riskier  the 
loan  portfolio,  the  higher  the  bank's  premium. 

Free  regulators  and  the  insurance  funds  from  congress- 
lonai  lmeiieience.  lxeguiaiois  must  ue  nee  to  pioieci  tax- 
payer money  and  the  financial  system  without  worrying 
about  a  powerful  congressman  who  is  being  leaned  on  by 
an  influential  constituent  or  contributor. 

WHAT  DOES  IT  COST 
TO  KEEP  AIRBUS  ALOFT? 

- 

■^"i':  i  <l!i<;j  on  whom  you  listen  to,  Airbus  Industrk- 

H  either  an  amazing  success  story  or  a  bottomless 
BBBP^  for  the  marks,  francs,  pounds,  and  pesetas  of  Ev 
pean  taxpayers.  As  usual,  the  truth  is  somewhere  in 
tween.  Airbus  acts  as  the  marketing  arm  for  aircraft  ass( 
bled  from  components   made  by  state-backed  Germ 
French,  British,  and  Spanish  manufacturers  (page  - 
Founded  two  decades  ago,  Airbus  has  carved  out  a  c 
share  of  world  orders,  and  its  1,600-plane  order  backlog 
worth  $70  billion.  On  the  other  hand,  the  bills  that  the  f 
state  owners  submit  to  Airbus  are  so — shall  we  say — laiss 
faire  that  no  one  has  a  clue  what  real  costs  are. 

The  dearth  of  facts  has  driven  fair-trade  sleuths  from 
U.  S.  Commerce  Dept.  and  the  Office  of  the  U.  S.  Tr 
Representative  up  the  wall.  So  have  $13.5  billion  in  gov( 
ment  developmental  loans  that  Washington  sees  as  un 
advantages  for  Airbus  in  competition  against  Boeing  ; 
McDonnell  Douglas.  Yet  the  table-thumping  from  Washi 
ton  is  much  stronger  than  the  throat-clearing  from  Sea 
and  St.  Louis.  Boeing  and  McDonnell  Douglas  don't  wan) 
jeopardize  sales  to  state-owned  Lufthansa  and  Air  Fran 

But  while  trade  negotiators  and  what  one  Airbus  exa 
tive  calls  "small-minded  pencil-pushers"  argue  over  su 
dies,  there  can  be  no  doubt  that  Airbus  has  already  wrou 
a  revolution  in  the  aircraft  industry.  The  European  owi 
states  are  proud  that  they  have  been  able  to  jointly  succ 
where  they  had  failed  separately,  and  the  Airbus  exan 
will  probably  have  its  imitators  in  other  industries  requii 
huge  scientific,  technical,  and  financial  resources. 

In  making  allegations  of  subsidies,  Washington  sh( 
remember  its  hands  aren't  clean:  It  bailed  out  both  Lockh 
and  Chrysler  and  expends  billions  on  military  contracts  1 
benefit  the  U.  S.  industry.  After  years  of  U.  S.  prodd 
Airbus  has  offered  to  cut  government  loans  to  devi 
planes  from  the  15%  of  the  past  to  457'  of  total  cc 
Washington  is  holding  out  for  25%.  Maybe  the  Europ 
offer  isn't  so  bad.  However,  the  U.  S.  is  right  to  p 
Airbus  to  disclose  the  exact  cost  of  the  subsidies  and  fil 
ing  arrangements  that  have  been  provided.  Only  then  1 
the  true  stockholders — European  taxpayers — decide  whel 
their  investment  is  such  a  good  idea. 
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DEAR  FED:  STOP 
BICKERING  AND  CUT  RATES 

JjA  nti-inflation  hawks  on  the  Federal  Reserve  Board's 

policy  coi  ittee  should  stop  dive-bombing  everj 

of  inflation  and  join  the  task  of  promoting  an 

conomic  recovery.  Fed  Chairman  Alan  Greenspan  and  oth- 
ers have  a  clear  long-term  goal  of  cutting  inflation,  but  the 
hawks  appear  much  more  willing  to  sacrifice  growth  in 
pursuit  of  that  goal.  The  March  employment  report  painted 
a  grim  picture  of  the  economy,  and  it  justified  a  further 
easing  of  monetary  policy.  However,  the  internal  squabbling 
over  inflation  has  delayed  a  much-needed  cut  in  interest 
rates,  at  least  until  Washington's  next  set  of  price  reports. 

Inflation  worries  are  exaggerated  to  begin  with.  Wages 
are  slowing.  Operating  rates  are  falling.  Commodity  prices 
remain  weak.  And  the  economy  is  showing  few  signs  of  a 
much-am  pated  spring  bounce.  Inflation  always  declines  in 
the  wake  <  'cession,  but  with  a  lag.  In  the  past,  inflation 
has  tended  to  head  south  toward  the  end  of  a  recession  and 
continue  falling  well  into  the  recovery.  Moreover,  the  con- 
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first  PS/2  for  people 


offices. 


Present  inc  A  PS/2  Laptop Th  \i 
Perr  irmsLikj  A  Desktop  PS/2. 

For  millions  of  people.  there's  a  whole  world  ot 
business  where  the  window  offices  have  wings  and 
vour  lap  i-  vour  desk.  It  -  as  tar  from  working  in  an 
office  as  vou  can  get,  but  it"?  even  hit  as  demanding. 
1  hat-  win  IBM  has  created  its  most  personal  com- 
puter ever — the  Personal  Sv-tem/21  Laptop  4<  >  SX. 
1  he  tl r-i  1B\I  1,">  2   lor  people  who  work  where 
there's  not  much  room  for  am  thing.  Espeeialh 
compromise. 

Lose  Poind-  And  Inches 
Wi 1  h<  n  t  Giving  I  p  A  Thing. 

Even  though  it s  just  7.7  pound?,  the  new  PS/2 
Laptop  -till  lets  vou  cam  a  lot  of  weight.  It  ha-  the 
same  386SX*  processor  youll  find  in  best-selling 
desktop  computers,  so  its  powerful  enough  to  let  vou 
create  or  plan  ri^ht  on  site.  It  also  has  a  3.5  diskette 
drive  like  the  one  in  vour  office,  and  the  6'>MB  hanl 
ilri\e  can  store  all  the  information  \ou  11  need  to  close 
the  deal  or  make  the  presentation. 

Since  vour  fingers  are  the  same  size  on  the 
road  a-  the\  are  in  the  office,  the  P>  2  Laptop  ha- 
a  full-size  kevboard  -paced  and  arranged  the  same 
wa\  a-  a  desktop  PS/2"s.  for  maximum  comfort  and 
familiaritv  \nd  there-  a  lar«e.  eas\-to-read. 
1<  • -diagonal  screen  that  deliver-  \  (j  \-qualit\  graphic- 
with  amazing  clariu  and  contra-t.  so  it  -  ea-\  on 
vour  eves.  In  -hort.  the  PS/2  Laptop  delivers 
desktop  performance — without  the  desk.  _ 

The  B<  >m  Of  A  Laptop. 
The  Hp  \rt  And  Soil  Of  A  PS/2. 

It  ma\  be  small,  hut  the  PS  2  Laptop 
definiteh  i-n  t  short  on  feature-.  It  come-  with 
a  numeric  kevpad  vou  can  plu«  in  for  serious 
number  crunching,  and  a  special  feature  -us- 
pends  power  when  die  screen  is  closed 
and  return?  to  lull  power  when  \ou 
open  it.  letting  vou  resume  work 
ri^ht  where  you  left  off.  ^  ith  a 
Data/Fax  Modem  %ou  can  plug  into 


(MM 


a  phone  line  and  communicate  w  ith  other  computers, 
access  up-to-the-minute  facts  and  figures — vou  can 
even  write  memos  or  place  orders  instanth  and  tax 
them  to  the  home  office.  The  PS  2  Laptop  lets  vou 
work  ta-ter  and  more  efficiently.  So  it's  plain  to  see.  this 
is  no  lisht weight  computer. 


Fl  LL-SlZE  IBM  Si  R\  K  E 
\T  HERE\  PR  Ybl  GO. 


The  PS/2  Laptop  comes  w  ith  something  no 
laptop  should  be  without — an  international  warranty" 
backet!  b\  thousands  of  Authorized  Remarketers 
woridw  ide,  so  vou  re  never  far  awav  Irom  serv  ice  and 
-upport. 

To  find  out  more,  contact  vour  IBM  \uthorized 
Remarketer  or  IBM  marketing  representative,  \oull 
see  wh\  w  ith  die  new  PS  2  Laptop,  vou  can  take  vour 
business  wherever  busine-s  takes  vou. 


Hqwre  vou 
going  to  do  it? 

PS  2  it! 
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Change  from  last  year:  —4.0% 
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Change  from  lost  week:  0.1  3  = 
Change  from  last  year:  -0.5% 
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1990  '99C  1990  1991 

The  production  index  cropped  sharply  during  the  week  ended  Apr.  6.  The 
industrial  sector  continues  to  struggle,  but  the  earlier-than-usual  Easter  holiday  also 
may  have  depressed  output  after  seasonal  adjusment.  Production  of  autos,  coal, 
paper,  paperboard,  lumber,  electric  power,  and  rail-freight  traffic  all  declined.  Truck, 
crude-oil  refining,  and  steel  production  increased.  Before  calculation  of  the  four-week 
moving  average,  the  index  fell  to  .169.2,  from  171.9  in  the  previous  week. 

BW  production  index  copyright  1991  by  McGraw-Hill  Inc. 


1991 

The  index  has 


The  leading  index  increased  a  bit  for  the  week  ended  Apr  6 
been  flat  since  early  February,  suggesting  the  economy  will  not  rebound  from  this 
recession  until  at  least  the  summer.  Higher  stock  prices,  lower  bond  yields,  fewer 
business  failures,  and  a  small  rise  in  the  growth  of  materials  prices  offset  drops  in 
real  estate  loans  and  M2  growth.  Before  calculation  of  the  four- week  moving 
overage,  the  index  fell  slightly  to  215.5,  from  215.6  in  the  previous  week. 

Leading  inde«  copyright  1991  by  Center  for  International  Business  Cycle  Research 
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Latest 
week 

Week 
ago 

Change 
year  ago 

STEEL  4/13!  thous.  of  net  tons 

:C- 

'  595  = 

-20.4 

AUTOS  -   "-  -n.-s 

97,983 

92  362r  = 

-:  : 

TRUCKS  4  '3  units 

62,539 

65,756r  = 

-:  3 

ELECTRIC  POWER  4  131  millions  of  kilowatt-hours 

50,807 

49,684  = 

-:  : 

CRUDE-OIL  REFINING  4  13)  thous.  o;  ==  ==. 

13,053 

12,986  = 

-1.0 

COAL  4  6  Thous.  of  net  tons 

18,629  = 

19.429 

-2.8 

PAPERBOARD  4/61  thous.  of  tons 

729.4  = 

746.2r 

-3.8 

PAPER  4  6'  thous.  of  tons 

742.0  = 

"if  > 

0.4 

LUMBER  '4/6)  millions  of  ft. 

486.7  = 

488.4 

-4.3 

RAIL  FREIGHT  U/6)  billions  of  ton-miles 

18.5  = 

:  : 

-6.6 

Sources:  American  Iron  &  Steel  Inst.,  Ward's  Automotive  Reports,  Edison  Electric  Inst.,  Amer- 
ican Petroleum  Inst.,  Energy  Dept.,  American  Paper  Inst.,  WWPA  ,  SFPA-,  Association  of 
American  Railroads. 


Latest 
week 

Week 
ago 

-~  Chang 
year  og 

STOCK  PRICES  4  '2!S&P500 

376.68 

3": 

10j 

CORPORATE  BOND  YIELD  Aaa  -  : 

8.87  = 

8.86% 

: 

INDUSTRIAL  MATERIALS  PRICES  -  % 

95.6 

95.2 

-~ 

BUSINESS  FAILURES  -  f 

371 

408 

REAL  ESTATE  LOANS  -  3  =  = 

S401.8 

S401.9r 

9.: 

MONEY  SUPPLY,  M2  [4/1)  billions 

S3, 392. 9 

-  :-: 

3.: 

INITIAL  CLAIMS,  UNEMPLOYMENT  3  3:  = 

4-; 

• 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1980=  100),  Dun 
Bradstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  season 
ally  adjusts  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 
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Latest 
week 

Week 
■fa 

Year 
ago 

JAPANESE  YEN  -  " 

■  ~  - 

3  7 

:  5 

GERMAN  MARK  -  '7 

1.67 

1.68 

1.67 

BRITISH  POUND  4  17 

1.79 

1.78 

1.64 

FRENCH  FRANC  4  17 

5.64 

5  :: 

:  • 

CANADIAN  DOLLAR  4  - 

1.15 

1.15 

1.17 

SWISS  FRANC  U/17) 

1.42 

1.42 

4: 

MEXICAN  PESO  4  - 

2,977 

2,972 

2  786 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per 

British  pound  expressed  in  dollars. 

except  for 

Latest 
week 

Week 
ago 

•":  Change 
year  ago 

GOLD  .4        5  zz 

360.650 

363.350 

-3.8 

STEEL  SCRAP  4/16)  =  1  heavy,  S/ton 

100.50 

99.50 

-7.8 

FOODSTUFFS  4         dex,  1967=100 

208.9 

21 1.0 

-8.3 

COPPER  4.  ■;  .  c 

112.6 

'  '3.5 

-'3  5 

ALUMINUM  4  : 

65.1 

67.3 

-8.7 

WHEAT  (4/13)  =2  naro  z 

2.98 

3.01 

-27.5 

COTTON  4/13)  strict  low  m  dd  -5  1  -1/1 6  in 

,c/lb.  81.27 

77.82 

14.6 

Sources:  London  Wed.  final  se":r.g  Chicago 
VYeex,  Kansas  City  mkt.,  Memphis  mkt. 

mkt..  Commodity  Research  Bureau,  Metals 

Latest 

Month 

"".  Cnano 

month 

ago 

year  09 

CONSUMER  PRICE  INDEX  ■•'or. 

134.8 

PRODUCER  PRICE  INDEX  •••=.-       s-e=  gco  =  s 

120.9 

121.3 

INDUSTRIAL  PRODUCTION  Mar.)  totol  index 


105.3 


105.7r 


CAPACITY  UTILIZATION 


78.7°  = 


79.1% 


Sources  = . : 


4 
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Latest 
week 

Week 
ago 

~-  Change 
year  age 

MONEY  SUPPLY,  Ml  (4/1) 

S852.1 

3=44  :■ 

BANKS'  BUSINESS  LOANS  4  2 

320.7 

319. 6r 

FREE  RESERVES  -  3 

l,510r 

868r 

NONFINANCIAL  COMMERCIAL  PAPER  - 

3  149.6 

148.0 

2.7 

Sources:  Federal  Reserve  Board  (in  billions,  € 
a  two-week  period  m  millions! 

xcept  for  free  reserves, 

expressed  for 

I1!.]  hi  MlollW 

Latest 
week 

Week 
ago 

Year 
a«o 

FEDERAL  FUNDS  -  : 

6.05  V. 

5.66 

8.27°  = 

PRIME  4  17 

8.75-9.00  S 

10.00 

COMMERCIAL  PAPER  3-MONTH  -  z 

6.01 

•  33 

3" 

CERTIFICATES  OF  DEPOSIT  3-MONTH  4  ' 

7)  6.00 

6.04 

8.38 

EURODOLLAR  3-MONTH  -  '3 

: 

6.24 

8.38 

: 


:  Raw  data  in  the  production  indicctors  ore  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment. 
=  Western  Wood  Products  Assn.         2  =  Southern  Forest  Products  Assn.        3  =  Free  market  value        NA  =  Not  available        r  =  revised        NM  =  Not  meaningful 


JSINE 


EK/APRIL  29. 


For  just  $100  they  can. 

Since  1961,  ACCION  International  has  been  helping  the 
poor  and  hungry  feed  themselves  in  poor  urban  and 
rural  communities  throughout  Latin  America  and  the 
Caribbean.  In  these  desperately  poor  communities, 
we've  been  providing  hard-working  men  and  women 
with  otherwise  unattainable  fair-rate  small  business  loans. 
Without  these  fair-rate  loans,  thousands  of  shoemakers, 
bakers,  artisans  and  street  vendors  would  be  unable  to 


make  a  living.  But  thanks  to  ACCION,  people  who  only 

one  year  ago  were  barely  able  to  keep  their  families  alive, 

today  have  paid  their  loans  back  in  full  and  have  been 

given  a  chance  to  better  their  lives. 

More  importantly,  they've  been  given  back  their  dignity. 

All  it  takes  is  for  you  to  believe  in  them. 

For  more  information  or  to  send  a  contribution,  write  to 

ACCION  International,  1385  Cambridge  St.,  Cambridge, 

MA  02139  617-492-4930. 


ACCION  International 


6A-CA 


Lots  of  people  are  working  to  get  kids  off  the  street. 

Every  year,  over  5.000  American  children  are  buried 
in  unmarked  graves.  And  a  lot  of  people  work  very 
hard  to  put  them  there.  Drug  dealers  with  dirty  needles. 
Pimps  who  rule  with  a  fist.  Child  molesters  in  expen- 
sive cars.  Fortunately  Larkin  Street  is  working  to  get 
kids  off  the  street,  too.  With  food,  clothing,  medical 
care,  professional  counseling— and  lots  of  hope. 
Please  support  Larkin  Street's  work. 
Kids  are  dying  for  your  help. 

Larkin  Street  Youth  Center 
1044  Larkin  Street,  San  Francisco,  CA  94109 
415-673-0911 

6B-CA 


Since  1975,  Golden  Gate  housing,  financial,  and  tax    or  write  to  1350waller  Street, 
Senior  Services  has  been  problems.  We  have  classes  on  San  Francisco,  CA  94117  as  soon 
helping  the  elderly  maintain  everything  from  exercise  to    as  you  can. 
independent,  dignified,  and  painting.  And  we  fight  for  leg-     After  all,  none  of  us  is  get- 
meaningful  lives.  islation  that  helps  the  elderly,  ting  any  younger. 

We  serve  hot  meals  to        We  can't,  however,  do  it 

those  who  may  desperately  all  alone.  Your  help  is  greatly     GOLDEN  GATE 

need  them.  We  provide  help  needed.  OT?\TTAD  OTTDX/TrTQ 

and  advice  with  medical,         Please  call  415-621-1112   OHINIUK  OUKVIULO 


Geritol®  is  a  registered  trademark  of  Beecham  Inc. 
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It's  bright. 
It's  clear.  serfini 

And  its  evident  in  all  the  major  avenues  of 
''Mexico's  economy. 

Areas  once  restricted  by  regulatory  bottleneck 
are  now  wide  open.  And  the  message  behind 
Mexico's  reforms  is  full  speed  ahead. 

The  ways  you  can  go  are  many.  Such  as  forei^l 
investment  and  trade.  A  thriving  maquiladora 
industry  with  low  production  costs.  The  privatizati 
of  key  industries.  Or  die  redevelopment  of  our 
country's  infrastructure,  to  name  a  few. 

Mapping  the  right  course  for  your  company  is 
easy.  Just  talk  to  the  people  at  Banca  Serfin. 

As  Mexico's  first  full-service  bank,  we're  at  tl 
forefront  of  our  country's  revitalization.  Which 
means  we  have  everything  it  takes  to  help  you 
succeed.  From  general  investment  advice  and 
merchant  banking,  to  leasing,  trade  finance,  swapf 
factoring  and  foreign  exchange. 

Opportunity  in  Mexico  is  now  in  the  fast  la| 
With  Banca  Serfin,  it  won't  pass  you  by. 


Mexico  Is 
Sending  Business 
ANewSignal. 


Mexico  City       New  York         Tokvo  London  Toronto  Los  Angeles       Nassau  Belize  Seoul 

(525)512-7768  (  212)635-2300  (8133)273-5911(4471)408-2151    (416)360-8900   (213)624-6610  (212)635-2300  (.5012)78970  (822)752-7323 
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CEO  DISEASE:  AN  EPIDEMIC, 

OR  JUST  A  FEW  ISOLATED  CASES? 

The  CEO  disease  is  mislabeled  ("CEO 
disease,"  Cover  Story,  Apr.  1).  Noth- 
ing new  here.  Mankind  has  struggled 
with  pride  for  centuries.  I  am  glad  the 
piece  stated:  "The  majority  of  chief  exec- 
utives have  sidestepped  the  job's  many 
pitfalls."  I  arrived  at  a  similar  conclusion 
in  my  recent  study  of  over  125  CEOs, 
Managing  with  Integrity:  Insights 
from  America's  CEOs. 

There  are  dozens  of  illustrations  of 
corporate  leaders  doing  the  right  thing. 
Many  are  trimming  unnecessary  perks, 
listening  to  underlings,  and  trying  their 
level  best  to  overcome  a  false  sense  of 
pride.  I  only  wish  that  the  writers  could 
have  spared  their  targets'  feelings  as 
they  composed  their  piece. 

Charles  E.  Watson 
Professor 
Miami  University 
Oxford,  Ohio 

It  so  happens  that  the  same  day  the 
Apr.  1  BUSINESS  week  arrived  in  the 
mail,  I  also  received  my  proxy  statement 
from  Unisys.  Your  article  gave  some 
vivid  examples,  but  I  believe  the  perfor- 
mance of  W.  Michael  Blumenthal,  CEO  of 
Unisys  until  his  resignation  in  March, 
I'. •!»!).  deserves  recognition.  In  his  tenure 
as  CEO  of  Burroughs  (later  renamed  Un- 
isys after  the  merger  of  Burroughs  and 
Sperry  Rand),  Blumenthal  took  a  techni- 
cally superior  corporation  straight  down 
the  drain.  While  accomplishing  this  he 
received  millions  in  salary,  bonuses,  and 
other  long-term  benefits.  And,  according 
to  the  proxy  statement,  Blumenthal  will 
now  receive  for  his  life,  or  the  life  of  his 
wife  if  she  survives  him,  $500,000  a  year. 

Richard  E.  Maxwell 
Hobe  Sound,  Fla. 

Your  article  cites  a  few  well-publi- 
cized instances  of  overreaching  by 
CEOs,  including  the  obvious  excesses  of 
the  late  Armand  Hammer  and  his  use  of 
corporate  funds  to  build  an  art  museum 
bearing  his  name.  You  follow  the  Ham- 
mer example  immediately  with  this 
statement:  "There  are  dozens  of  less- 
known  examples."  I  submit  that  there 


are  very  few,  if  any,  in  this  same  catego- 
ry, either  now,  in  the  past,  or  likely  to  be 
in  the  future. 

T.  A.  Murphy 
Boynton  Beach,  Fla. 

IN  THE  WAR  ON  HACKERS, 
THEY  SURE  GOT  THE  WRONG  GUY 

You  are  correct  that  the  Secret  Ser- 
vice's "Operation  Sundevil"  has 
been  a  disaster  ("Why  'the  Legion  of 
Doom'  has  little  fear  of  the  feds,"  Top 
of  the  News,  Apr.  15).  But  the  real  prob- 
lem with  the  government's  war  on  com- 
puters is  that  ignorance  has  caused  pros- 
ecutors to  treat  the  law-abiding  as 
criminals. 

The  report  on  our  client,  Steve  Jack- 
son Games,  is  egregious.  Steve  Jackson 
is  not  a  "suspect"  in  the  "war  on  hack- 
ers." He  is  a  respected,  award-winning 
publisher  of  books,  magazines,  and  ad- 
venture games.  The  government  has 
verified  that  Jackson  is  not  the  target  of 
any  investigation.  There  was  no  criminal 
case  "dismissed  because  of  lack  of  evi- 
dence"— there  simply  was  no  case. 

What  happened  at  Steve  Jackson 
Games  demonstrates  the  vulnerability  of 
corporate  and  individual  computer  users 
to  government  ineptitude  and  overreach- 
ing. What  the  Secret  Service  called  a 
"'handbook  for  computer  crime"  was 
really  a  fantasy  role-playing  game  book, 
something  most  12-year-olds  would  have 
recognized  after  reading  the  first  page. 

Harvey  A.  Silverglate 
Sharon  L.  Beckman 
Silverglate  &  Good 
Boston 

Editor's  note:  BVSISESS  WEEK  was  in 
error.  Steve  Jackson  and  Steve  Jackson 
Games  were  not  charged  with  any 
crime. 

WHAT'S  JOE  HILL  REALLY 

UP  TO  THESE  DAYS?  

The  article  "Busting  unions  can  back- 
fire on  the  bottom  line"  (Labor,  Mar. 
18)  is  the  typical  approach  unions  take 
toward  justifying  their  destruction  of 
property  and  physical  threats  to  citizens 
during  strikes. 

Unions  are  needed  to  counterbalance 
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The  486  Business  Workstation.  «e£ra*£d 


In  business,  power  and  flexibility  are  of 
the  essence.  And  only  an  Intel486'" micropro- 
cessor lets  you  plug  into  the  greatest  of  both  in 
a  new  superclass  of  desktop  computers:  The 
486  Business  Workstation. 


engineering  workstations, 
allows  you  to  run  today  s  most  advanced 
applications  simultaneously.  For  instance,  you 
can  have  a  spreadsheet,  a  statistical  analysis 
program  and  a  desktop  publisher  interacting  at 
once,  at  the  same  time  pulling  data  from  your 


Intel486  is  a  trademark  of  the  Intel  Corporation  ©1991  Intel  Corporation  All  rights  reserved 


Business  power 
unleashed. 


i 


i»  ..  »  ■    ■  *  *  f  «f 


mainframe  in  real  time.  All  together  at  blink- 
of-the-eye  speed. 

Plus,  because  it  has  Intel  inside,  you 
won't  sacrifice  compatibility  with  your  current 
Intel-based  hardware  and  over  35,000  busi- 
ness applications.  Which,  of  course,  saves  you 
the  added  expense  and  time  of  retraining. 

To  get  the  complete  picture,  call  Intel  at 


1.800-548-4725  and  ask  for  the  486  Business 
Workstation  video.  Then  get  ready  to  rise  to  a 
new  level  of  power  in  the  corporate  world. 

intel 

The  Computer  Inside; 


''tMn  YEARS  AGO,  THEY  PLAYED  OUR  WEDDING  MARCH. 
;n  IIS  ANNIVERSARY  LET'S  STRIKE  UP  THE  BAND" 


THE  DIAMOND  ANNIVERSARY  BAND. 


Suggested  retail  price  for  rings  $2295- $6,000 
For  more  information,  call  800-338-3321. 


This  year,  tell  her  youd  marry  her  all  over  again. 

f\  diamond  is  forever.  iz-m-^ 

JCRenney^ 


BusinessWeek 


MUTU4L  FUND 


SCO  R  E  B  O  A  R  D 


Insert  into  Drive  A  and  type  \IFS.  For  Monochrome  Monitors,  type  MFS  ,'BYV 


corporations,  not  to  destroy  them.  Ar' 
they  exist  today,  they  are  destroyin 
free  enterprise  and  free  thinking.  It's 
time  they  realize  their  actions,  demands, 
behavior,  and  beliefs  are  outmoded. 

Hazel  O.  Edwards 
Houston 

Your  commentary  seems  to  equate 
standing  up  to  organized  labor's  in- 
transigent denial  of  economic  reality 
with  "union  busting."  President  Reagan, 
for  example,  is  characterized  as  having 
"crushed"  the  air-traffic  controllers' 
union  when  he  insisted  that  they  obey 
the  law  that  forbade  the  strike  in  which 
they  engaged.  What  happened  to  the 
controllers  was  not  union  busting;  it  was 
economic  mass  suicide  caused  by  the  ex- 
president  of  the  Professional  Air  Traffic 
Controllers  Organization. 

Frank  Lorenzo's  handling  of  Eastern 
Air  Lines  seems  to  fuel  the  union-bust- 
ing argument,  but  Lorenzo's  tactics 
were  aimed  at  busting  even-one  except 
himself,  not  just  the  union.  His  behavior 
does  not  prove  that  legitimate,  hard  bar- 
gaining by  management  committed  to  a 
company's  future  is  tantamount  to  try- 
ing to  get  rid  of  the  union. 

Finally,  your  article  blames  manage- 
ment for  the  devastating  harm  caused 
by  strikes,  as  if  unions  are  justified  in 
using  such  collective  force,  without  re 
gard  to  whether  their  negotiating  de- 
mands are  realistic  or  fair. 

Kevin  P.  O'Connor 
Germantown.  Md. 


FOR  MORE  BUSINESSES, 
LAPTOPS  ARE  THE  PC  OF  CHOICE 

As  a  recent  computer  purchaser,  I 
can  confirm  some  of  the  details  of 
your  cover  story  "Laptops  take  off 
(Mar.  18).  Last  year  when  my  division 
couldn't,  or  wouldn't,  purchase  PCs 
for  my  10-person  department,  a  total 
of  five  PCs  were  individually  purchased 
exclusively  for  use  at  work.  The  ma- 
chines are  used  in  the  office,  at  home, 
and  on  business  trips.  As  you  predicted, 
all  five  were  laptops,  and  they  were  pur- 
chased through  the  distribution  channels 
that  you  mentioned,  Tandy  and  direct 
mail. 

With  ever-falling  prices  and  continu- 
ing improvements  in  screen  quality,  it  is 
almost  inevitable  that  laptops  will  in- 
creasinglv  become  a  staple  in  the  PC  diet. 

J.  W.  Zearfoss 
Westminster,  Md. 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week.  1221  Avenue  of  the  Ameri- 
cas. New  York.  N  Y  1002O  Fax:  (212)  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


Compare  the  •Simple  menu 

Performance  of  ^^^^  commands 
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900  Equity  and  II  or  ComPat ible  PC" 
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BUSINESS  WEEK  PRESENTS 


THE  FUTURE  OF  WORLD 
TELECOMMUNICATIONS 

Corporate  Strategy  and  Public  Policy  Toward 
Global  Interconnectivity 

in  association  with  The  International  Institute  of  Communications 

May  7th-8th,  1991 
McGraw-Hill  World  Headquarters,  Rockefeller  Center,  New  York  City 


The  premier  telecommunications  event  of  1991 
offers  unmatched  opportunities  for  personal  inter- 
action with  the  world's  telecommunications  elite. 
Ministers  and  Directors-General  of  Telecommun- 
ications from  more  than  20  nations  will  join  eminent 
international  policymakers  to  lead  the  symposium. 
Among  them:  ,< 

Alfred  Sikes,  Chairman,  U.S.  Federal  Communica- 
tions Commission 

H.E.  Dr.  Christian  Schwarz-Schilling,  Minister  of 
Telecommunications,  Federal  Republic  of  Germany 
Hon.  Mitsuo  Igarashi,  Deputy  Minister  for  Policy 
Coordination,  Japan 

Ambassador  Bradley  P.  Holmes,  U.S.  Assistant 
Secretary  of  State  for  Communications  and  Infor- 
mation Policy 


Register  Now  By  Calling: 
Business  Week  Executive  Programs 
(800)  445-9786  or  (212)  512-2184 
Fax:  (212)  512-6909 

Presented  with  the  support  of: 
Andersen  Consulting 
Digital  Equipment  Corporation  (DEC) 
France  Telecom 
NCR  Corporation 


PROMISES  MADE. 
PROMISES  KEPT. 


©1991  Georgia-Pacific  Corporation  All  rights  reserved 


When  we  acquired  Great  Northern  Nekoosa, 
we  added  about  $5  billion  in  debt.  It's  not  a  small  number, 
and  it  raised  more  than  a  few  eyebrows. 

But  we  made  a  commitment  to  begin  quickly  to  pay  down 
this  debt.  And  we've  kept  to  it. 

A  case  in  point.  We  recendy  sold  a  group  of  non-strategic 
assets  for  slighdy  more  than  $1  billion.  As  a  result,  we  have  retired 
a  significant  amount  of  the  acquisition  debt.  Just  ten  months 
after  the  Nekoosa  deal  was  inked. 

Not  bad  for  starters. 

Certainly,  there's  more  work  to  be  done.  So 
as  we  head  into  the  second  year  of  the  acquisition,  we'll  continue 
to  pursue  our  methodical  approach  to  integrating  the 
two  companies,  realizing  the  benefits  of  the  integration 
and  paying  down  the  debt. 

But  the  point  is,  we're  not  just  on  schedule  with  our 
debt  reduction  plan,  we're  ahead  of  it. 

And  that's  good  news. 
Especially  for  our  shareholders. 


Georgia-Fbcific  ^ 
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PLAY  MONEY:  MY  BRIEF  BUT 
BRILLIANT  CAREER  ON  WALL  STREET 

By  Laura  Pedersen  with  F.  Peter  Model 
Crown  Publishers  •  253pp  •  $20 

FLOOR  EXERCISES 


When  Laura  Pedersen  won  a 
seat  on  the  American  Stock 
Exchange  in  January,  1986 — 
at  the  tender  and  record-setting  age  of 
20 — a  colleague  offered  some  encourag- 
ing words.  In  Play  Money,  her  fast- 
paced,  amusing  trading-floor  memoir, 
she  recalls  him  saying:  "You've  got  a 
great  future  in  options.  You  can  scream 
loud,  jump  high,  think  fast,  and  count 
without  using  your  fingers." 

And  sure  enough,  in  the 
four-odd — very  odd — years 
during  which  she  traded  op- 
tions, Pedersen  screamed, 
jumped,  slugged,  spat,  and 
cursed  her  way  to  $5.3  mil- 
lion in  profits  for  her  em- 
ployer, Spear  Leeds  Kel- 
logg/Investors Co.  At  one 
point,  her  annual  income 
topped  $800,000.  But  by  the 


PEDERSON:  WACKY  TALES 
FROM  THE  TRADING  PIT 


time  she  called  it  quits,  in  October,  1989, 
she  was  left  with  a  sushi-raw  throat, 
impaired  hearing,  strained  vision — and  a 
feeling  of  disillusionment.  After  the 
crash  of  October,  1987 — when  she  lost 
$1.3  million  for  her  firm — the  thrill  was 
gone.  "As  did  millions  of  other  amateur 
players,  I'd  concluded  that  the  sport  had 
gone  out  of  the  game,"  writes  Pedersen. 

In  fact,  Pedersen  was  a  consummate 
pro — a  market-maker  in  index  options, 
which  are  bets  on  the  direction  of  the 
overall  market.  They  are  a  favorite"  of 
portfolio  managers,  who  use  them  to 
hedge  against  market  swings.  Serious 
stuff.  Pederson,  however,  aims  not  for 
the  cerebellum  but  the  funny  bone,  em- 
phasizing the  wacky  pranks  and  pecca- 
dillos of  her  former  colleagues. 

My  favorite  is  the  anec- 
dote — apocryphal,  I  hope — 
about  Gary,  the  trader  who 
just  had  to  get  to  work  one 
morning  when  his  car  be- 
came stuck  on  an  icy  street. 
In  his  trunk  was  the  urn 
"conveniently"  housing  his 
grandmother's  ashes.  Peder- 
sen relates:  "Slightly  winc- 
ing while  scattering  them 
under  the  tires,  he  reminded 


himself  aloud:  'She  always  said  for  m 
to  do  everything  I  possibly  could  to  gei  ^ 
ahead  in  the  business  world  because 1'' 
that's  where  the  money  is.'  " 

BY  GARY  WEIS& 


THE  FIRM 

By  John  Grisham 
Doubleday  •  421  pp 


$19.95 


MAKE  PARTNER  OR  DIE 
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At  the  start  of  John  Grisham'j  J1 
shrewd  novel  The  Firm,  Mitchel  U 
Y.  McDeere  graduates  at  the  tor.  I 
of  his  class  at  Harvard  Law,  then  trades 
in  his  good  grades  for  big  bucks:  a  base  fc,L: 
salary  of  $80,000  the  first  year,  plus  bo-  K 
nuses.  Eighty-five  the  second  year,  plus  ii . 
bonuses.  A  low-interest  mortgage  on  a  -> 
proper  address.  Two  country  club  mem-  Wed 
berships.  And — what  else? — a  new  BMW 
McDeere  picks  black. 

Even  for  a  Harvard  Law  grad,  the 
deal  seems  too  good  to  be  true.  It  is 
And  the  catch  isn't  just  that  McDeere's 
new  employer  is  based  in  sleepy  Mem 
phis.  As  McDeere  gradually  discovers 
the  firm  is  run  by  the  mob.  At  Bendini 
Lambert  &  Locke,  associates  either 
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Neil  thought  we  needed  something  better  than 
a  dot  matrix  printer.  Bob, our  money  man,  said  noway 


Now  every  office  can  budget  for 
more  impressive-looking  d  »  u  merits 
With  HP's  most  affordable  :  II K )  dpi 
printer.  The  DeskJet  500  i  t 
printer.  Just  $729*  This  affordable 
workmate  makes  your  docui  >nts 
look  their  best  with  crisp,  clt  r 


print  quality.  It  enhances  your 
ideas  with  graphics  and  multiple 
fonts.  Fonts  that  are  scalable  to  127 
points  through  Windows  3.0  soft- 
ware. But  HP  doesn't  stop  there. 
The  DeskJet  500  is  backed  by  a 
three-year  limited  warranty.  An 


Q  Spectacular  Ventures,  Inc 
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i  ake  partner  or  die  young,  in  bizarre 
ir  wrecks  or  boating  accidents  in  the 
aribbean.  They  know  too  much. 
The  Firm  is  being  promoted  as  a 
•oss  between  L.  A.  Law  and  The  God- 
Uher,  and  in  many  ways  it  lives  up  to 
le  billing.  There's  enough  glamour,  sex 
ppeal,  and  suspense  to  keep  the  pages 
jrning.  There  are  also  enough  flaws — 
iconsistent  descriptions  and  clunky  dia- 
)gue — to  keep  the  characters  from  be- 
lg  fully  believable.  And  Grisham,  a 
riminal  defense  attorney  in  Mississippi, 
aints  a  rather  one-dimensional  and  ex- 
ggeratedly  ugly  picture  of  attorneys  as 
uthlessly    obsessed    with  wealth. 
tfcDeere,  for  instance,  tells  an  FBI  agent 
/ho  tries  to  recruit  him  as  an  informant: 
You  boys  like  to  brag  about  spending 
tillions  fighting  organized  crime,  so  I 
.ay  throw  a  little  my  way.  I  want  a 
nillion  now  and  a  million  later." 

Despite  these  imperfections,  Grisham 
lailed  down  a  six-figure  movie  deal  even 
jefore  he  found  a  publisher.  It's  easy  to 
>ee  why  Hollywood  jumped.  The  crisply 
written  narrative  is  full  of  cinematic 
iwists  and  pacing,  even  a  dramatic  mul- 
;istate  chase.  Chances  are,  you'll  be  up 
till  all  hours  following  McDeere  and  his 
gorgeous  young  wife  as  they  unravel 
the  firm's  secret  and  plot  their  escape. 

BY  MICHELE  GALEN 


BY  BUSINESS  WEEK  WRITERS  I 

RAINMAKER:  THE  SAGA  OF  JEFF  BECK, 
WALL  STREET'S  MAD  DOG 

By  Anthony  Bianco 

Random  House  •  486pp  •  $25 

A  SELF-MADE-UP  MAN 


It  was  at  Donaldson,  Lufkin  &  Jen- 
rette  Securities  Corp.,  the  WASPish 
Wall  Street  brokerage,  that  Jeffrey 
"Mad  Dog"  Beck  won  his  nickname.  "To 
punctuate  a  moment  of  tri- 
umph," writes  Anthony 
Bianco,  "Beck  would  switch 
to  cigars — big,  expensive  ci- 
gars— and  come  bounding 
out  of  his  office  to  stand  in 
the  hallway  and  howl  like  a 
dog  baying  at  the  moon: 
'Aooooooooh!  Aooooooooh!'  " 
Beck's  canine  attributes 
were  pretty  much  confined 
to  the  aforementioned  aooh- 
ing,  as  well  as  the  occasional 
grrrrr.  But  it  can  be  said 
that  he  pursued  deals  with 
dogged  tenacity.  He  was  surely  instru- 
mental in  the  two  largest  leveraged 
buyouts  of  the  1980s — Beatrice  Co.  and 
rjr  Nabisco  Inc. — and  he  played  a  lead- 
ing or  supporting  role  in  many  others.  A 


The  Saga  of  Jeff  Beck, 
Wall  Street's  Mad  Dog 


ANTHONY  BIANCO 


detail-strewn,  inside  account  of  that  de- 
cade's decadent — some  say  indecent- 
merger  mania  forms  the  heart  of  Rain- 
maker, whose  author,  a  BUSINESS  week 
senior  writer,  writes  extensively  about 
Wall  Street. 

Bianco  portrays  Beck  as  a  metaphor 
for  the  excesses  of  the  1980s — including 
their  phoniness.  For  Beck  was  a  compul- 
sive liar  who  wove  a  complex  web  of 
untruths  about  his  past.  He  claimed,  for 
instance,  to  be  a  shell-shocked  Vietnam 
vet  and  the  scion  of  a  vast  personal  busi- 
ness empire.  What  made  his 
fibs  especially  baffling  was 
that  Beck  was  no  Walter 
Mitty,  but  a  successful  in- 
vestment banker.  Still,  his 
flamboyant  if  fabricated  per- 
sona won  him  a  toehold  in 
Hollywood.  He  appeared  in 
Wall  Street  and  was  a 
chum,  for  a  while,  of  its 
star,  Michael  Douglas. 

But  like  his  Street  ca- 
reer— which  ended,  appro- 
priately, at  ill-fated  Drexel 
Burnham  Lambert  Inc. — 
Beck's  star  turn  came  to  a  halt  when  his 
deception  became  public.  It  was  a  fitting 
end  to  the  saga  of  a  man  who  found  that 
dishonesty  was  the  best  policy — until  he 
got  caught. 


Then  I  had  a  brilliant  idea. 
The  HP  DeskJet  500. 


assurance  only  the  leader  in  inkjet 
technology  could  offer.  If  you're 
ready  to  add  some  polish  to  your 
work,  call  1-800-752-0900,  Ext. 
2159  for  your  nearest  authorized 
HP  dealer.  The  DeskJet  500  is  an 
idea  whose  time  has  come. 


HP  Peripherals 

When  it's  important  to  you. 
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PACKARD 


■Suwstc-d  ILS  list  price  Windows  .'ill  is  a  product  of  Microsoft  Corp 
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WHEREVER  YOU  DO  BUSINESS  AROUND  THE  WORLD, 
WE'RE  PART  OF  THE  LOCAL  FABRIC.  At  the  AIG  Companies,  our  business 
takes  us  from  the  canyons  of  Wall  Street  to  the  marketplaces  of  East  Asia  to  the  bazaars  of  the  Middle  East.  But 
there's  more  to  being  global  providers  of  insurance  than  just  being  a  long  way  from  home.  AIG  traces  its  roots 
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Economic  Viewpoint 


YOU  HEARD  IT  HERE: 
RECESSION  WON'T  LAST  THE 


BY  ALAN  S.  BLINDER 


The  U.S.  has  not 
suffered  a  financial 
spasm.  The  oil  shock 
of  1990-91  turned 
out  to  be  puny. 
Exports  have  done 
swimmingly. 
And  consumer 
confidence  has 
snapped  back 


ALAN  S.  BLINDER  IS  THE  GORDON  S. 
RENTSCHLER  MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON 
AND  THE  AUTHOR  OF  HARD  HEADS, 
SOFT  HEARTS 


There  has  been  much  sloppy  talk  of  late 
about  the  recession.  One-day  housing 
starts  or  some  such  indicator  registers  a 
long-awaited  uptick,  and  the  optimists  burst 
out  like  daffodils.  A  few  days  later,  a  bad 
employment  report  brings  back  the  doom-and- 
gloom  crowd.  Maybe  this  recession  is  going  to 
be  a  whopper  after  all.  What's  a  person  to 
think? 

My  answer  is  simple:  to  ignore  the  daily 
barrage  of  statistics  and  concentrate  on  the 
fundamentals.  There  is  little  in  the  recent  data 
to  shake  our  faith  in  the  forecast  of  a  mild 
recession,  ending  in  late  spring  or  summer, 
that  I  and  many  others  made  last  fall  (BW — 
Dec.  3,  1990).  It  may  yet  prove  wrong.  Those 
who  predict  the  future  do  so  at  their  peril.  But 
we  have  no  reason  to  back  away  from  the 
forecast  now. 

gradual  brightening.  What  are  these  funda- 
mentals? The  first  point  is  that  with  reces- 
sions, as  with  baseball  games,  it  ain't  over  till 
it's  over.  And  this  one  is  most  assuredly  not 
over.  As  long  as  the  recession  continues,  the 
economy  slides  downhill.  So,  until  it  hits  bot- 
tom, we  must  expect  a  series  of  negative  re- 
ports on  this  or  that.  Remember  that  the  first 
three  months  of  1991  were  probably  the  worst 
quarter  of  the  recession,  and  we  are  now  get- 
ting March  readings.  So,  for  example,  the  rise 
in  unemployment  from  6.5%  in  February  to 
6.8%  in  March  was  no  surprise.  Nor  does  it 
mean  that  the  recession  will  last  beyond 
summer. 

The  second  point  is  that  the  "light  at  the  end 
of  the  tunnel"  analogy  is  terribly  misleading. 
Economies  do  not  suddenly  emerge  from  the 
darkness  of  recession  into  the  bright  glare  of 
recovery.  The  transition  is  normally  gradual, 
with  the  first  months  of  recovery  looking  little 
different  from  the  last  months  of  decline.  Un- 
employment is  high,  there  is  plenty  of  spare 
capacity,  and  profits  are  depressed.  Sales, 
though  perking  up,  are  still  weak. 

Third,  the  popular  forecast  of  a  mild  reces- 
sion did  not  mean  a  trivial  recession.  Ameri- 
cans were  going  to  notice  this  recession,  and 
they  have.  Rather,  the  consensus  forecast  was 
for  a  below-average  recession,  and  that  predic- 
tion appears  to  be  coming  true.  As  this  is 
written,  no  estimates  of  gross  national  product 
for  the  first  quarter  have  been  released.  With 
data  in  hand  on  only  one  down  quarter — the 
last  quarter  of  1990 — any  measurement  of  the 
recession  at  this  point  must  rely  on  guess- 
work. Here  is  mine. 

In  the  last  quarter  of  1990,  real  GNP  declined 
0.47'  (1.6%  on  an  annualized  basis).  The  first 
quarter  of  1991  appears  to  have  been  worse, 
so  suppose  GNP  declined  an  additional  0.87. 


That  would  make  the  drop  to  date  just  1.27 
compared  with  a  postwar  recession  average  o 
about  2.27 .  Will  we  sink  a  further  percentage 
point?  Not  likely.  Let  me  sketch  two  scenario; 

In  the  optimistic  scenario,  the  current  quai 
ter  is  flat  or  up,  so  the  recession  lasts  just  tw 
quarters  and  is  half  as  bad  as  its  predecessors 
In  the  pessimistic  scenario,  the  first  quarter  o 
1991  turns  out  far  worse  than  most  peopl 
think — say,  a  4.5''  annual  rate  of  decline — am 
the  economy  shrinks  again  in  the  second  quar 
ter  at  roughly  a  27'  annual  rate.  Even  tha 
would  leave  the  cumulative  decline  in  GNP  a 
27>,  which  is  still  a  tad  below  average. 
menace  tamed.  Many  factors  point  toward  th( 
optimistic  rather  than  the  pessimistic  end  o 
this  range.  Several  can  be  summarized  by  not 
ing  that  the  main  concerns  of  the  fall  look  les 
menacing  today.  The  U.  S.  has  not  suffered  e 
financial  spasm.  The  oil  shock  of  1990-91 
turned  out  to  be  puny.  U.  S.  exports  have  don( 
swimmingly.  And  consumer  confidence  has 
snapped  back.  There  have  also  been  a  few 
pleasant  surprises,  such  as  the  stock  market 
boomlet  and  the  behavior  of  inventories.  The 
latter  bears  further  comment,  for  it  has  been 
insufficiently  discussed  in  the  media. 

The  dynamics  of  a  recession  normally  follow 
a  classic  pattern.  For  a  while,  the  economy  is 
sagging  but  not  collapsing.  Then  for  a  few 
months,  sales  fall  sharply.  With  sales  dropping 
like  a  stone,  businesses  that  previously  judged 
their  inventories  to  be  roughly  in  line  with 
sales  suddenly  find  themselves  overstocked 
To  rid  themselves  of  inventory  now  deemed 
excessive,  they  scale  back  orders  or  produc 
tion,  which  reduces  upstream  jobs.  Unem 
ployed  workers  spend  less,  sales  fall  further 
and  the  rout  is  on. 

Recent  data  make  it  look  unlikely  that  the 
standard  script  is  being  followed  this  time 
Why?  Because  companies  pared  their  inven- 
tories late  last  year  even  though  sales  were 
not  yet  falling.  This  last  must  sound  odd,  espe 
dally  if  you  sell  automobiles  or  houses.  But 
for  the  economy  as  a  whole,  real  sales  to  final 
customers  actually  rose  even  though  GNP 
which  measures  production,  declined.  How  can 
that  be?  The  answer  is  that  a  small  inventory 
accumulation  in  the  third  quarter  gave  way  to 
a  rapid  inventory  liquidation  in  the  fourth.  In 
consequence,  production  fell,  even  though 
sales  rose. 

This  is  a  very  encouraging  sign  for  the  com 
ing  months.  Since  companies  were  unloading 
inventories  in  advance  of  any  decline  in  sales 
they  are  unlikely  to  find  themselves  stuck  with 
unwanted  stocks  of  unsalable  goods.  Unlikely 
but  not,  of  course,  impossible.  As  I  said,  it 
ain't  over  till  it's  over. 
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Do  your  assets  belong  at  J.R  Morgan? 


For  over  150  years,  we  have  protected  the  wealth  and 
holdings  of  privately  held  companies  and  individuals 
who  demand  the  level  of  trust  found  at  J.P.  Morgan. 

The  security  of  our  clients'  assets  is  supported  by  the 
integrity  of  our  people,  the  quality  of  our  advice,  and 
the  capital  strength  of  our  firm. 


For  information  on  private  banking  for 

substantial  assets,  contact  George  W.  Rowe,  President, 

J.P.  Morgan  California,  at  (415)  954-3200. 


Private  Banking  in  California 


J  P  Morgan 


Private  banking  locations  in  New  York,  Wilmington,  Del.,  Palm  Beach, 
Los  Xngeles.  Son  Francisco.  London,  Vassal*,  Paris.  Geneva,  Zurich. 
Hong  Kong,  Singapore,  and  Tokyo 

€  19V1  J.P.  Morgan  &  Co.  Incorporated,  parent  of  Morgan  Guaranty  Trust  Company  (Member  FDIC)  and  other  J.P.  Morgan  gul 


Saying  We  Make  A 
Difference  Might 
Convince  You 
To  Fry  Us  Once 

Proving  It  Will 
Convince  You 
To  Come  Back. 

At  Continental,  we're  making  the  kinds  of 
differences  that  go  far  deeper  than  the 
fresh  coat  of  paint  adorning  our  planes. 
We're  putting  all  of  our  25,000  customer 
contact  people  through  our  Quality  Service 
Institute  to  offer  you  the  highest  standards  of 
service  in  the  world. 

We're  building  state-of-the-art  terminals 
and  redesigning  the  interior  of  our  planes  to 
add  more  room,  for  your  comfort. 

We're  proud  to  have  created  a  frequent  flyer 
program  voted  best  in  the  business  by  busi- 
ness travelers.  One  that  earns  you  free 
travel  faster  than  any  other  program. 

But  above  all,  it's  our  people.  Working 
around  the  clock,  going  that  extra  mile  to 
make  every  aspect  of  flying  more  pleasurable 
for  you. 

Experience  it  on  any  of  our  over  2000  daily 
flights  to  the  more  than  200  destinations  we 
fly  worldwide. 

One  airline  can  make  a  difference. 

Fly  us  once  and  let  us  prove  it  to  you. 

©  1991  Continental  Airlines,  Inc. 


One  Airline  Can 
Make  A  Difference. 
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conomic  Trends 


BY  GENF.  KORETZ 


IN  THIS  RECESSION, 
THE  RUST  BELT 
LOOKS  PRETTY  SHINY 


When  recession  struck  the  nation 
with  brutal  force  a  decade  ago, 
no  region  of  the  nation  was  as  trauma- 
tized as  the  Midwest.  Between  early 
1979  and  late  1982,  manufacturing  activi- 
ty fell  by  about  137'  in  the  U.  S.  as  a 
whole,  but  it  plunged  a  chilling  44%  in 
the  Midwest.  Suddenly,  the  nation's  in- 
dustrial heartland  faced  the  unexpected 
prospect  of  multiple  plant  closings,  soar- 
ing unemployment,  and  dark  prophecies 


THIS  TIME  THE  DOWNTURN 
ISN'T  KILLING  THE  MIDWEST 
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of  the  deindustrialization  of  America. 

As  the  chart  suggests,  the  recession 
that  started  last  year  is  treating  the 
Midwest  in  a  considerably  kinder  and 
gentler  manner.  The  reason  is  not  sim- 
ply that  such  ailing  industries  as  finan- 
cial services,  defense,  and  real  estate  are 
more  concentrated  on  the  East  and  West 
Coasts.  In  the  past  decade,  observes 
economist  Robert  Schnorbus  of  the  Fed- 
eral Reserve  Bank  of  Chicago,  "Midwest 
manufacturers  have  become  both  highly 
competitive  and  more  export-oriented." 

One  sign  of  this  improved  competitive- 
ness: Despite  the  onset  of  recession,  all 
of  the  major  Midwest  manufacturing 
sectors,  including  transportation,  outper- 
formed their  national  counterparts  last 
year.  Even  the  region's  service  sector 
has  been  slowing  less  rapidly  than  ser- 
vices nationwide. 

Another  plus  is  the  fact  that  the 
Midwest  isn't  reeling  from  a  real  es- 
tate bust.  It  hasn't  been  plagued  by 
commercial  overbuilding.  And  the  recent 
signs  of  life  in  both  housing  starts 
and  new  home  sales  have  been  largely 
concentrated  in  the  Midwest.  Indeed, 


the  region's  existing  home  prices  in 
February  were  up  3%  over  their  year- 
earlier  level. 

Job  trends  have  also  been  faring  rela- 
tively well,  except  in  automobile-inten- 
sive Michigan.  At  last  count,  notes  Mer- 
rill Lynch  &  Co.  economist  Laurie  Allen, 
total  employment  was  still  above  year- 
earlier  levels  in  such  states  as  Illinois, 
Indiana,  Ohio,  and  Wisconsin.  DRl/ 
McGraw-Hill  says  the  region's  labor 
markets  are  sporting  a  new  competitive- 
ness, with  manufacturing  pay  levels,  ex- 
cept in  Michigan  and  Illinois,  now  run- 
ning below  the  national  average. 

Because  its  manufacturing  sector  has 
proved  so  resilient,  says  Merrill's  Allen, 
"the  Midwest  will  be  spared  the  worst  of 
the  current  downturn  and  has  strong 
prospects  for  the  coming  upturn." 


YES,  VIRGINIA, 

IT  STILL  PAYS 

TO  SERVE  ON  A  BOARD 


Don't  pity  outside  directors.  Their 
jobs  may  be  a  lot  harder  these  days 
than  they  used  to  be,  when  attendance 
at  corporate  meetings  was  largely  a  cer- 
emonial function.  But  the  rewards  have 
gotten  a  lot  juicier,  according  to  a  recent 
survey  by  Hewitt  Associates  of  100 
large  industrial  corporations.  The  con- 
sulting firm  reports  that  outside  direc- 
tors' total  compensation,  including  stock 
and  retirement  benefits,  "has  begun  to 
soar  like  a  Patriot  missile." 

Aside  from  annual  retainers  and  meet- 
ing fees,  which  averaged  $39,800  in  1990, 
Hewitt  found  that  67%  of  the  companies 
surveyed  now  provide  directors  with  re- 
tirement benefits,  compared  with  only 
28'  '  in  1985.  The  pension  each  year  usu- 
ally equals  the  annual  retainer,  which 
averaged  $26,700  last  year,  and  is  pay- 
able either  for  life  or  for  a  time  equal  to 
the  director's  years  on  the  board.  In  ad- 
dition, 637'  of  the  companies  now  offer 
directors  stock  ownership,  and  77%  allow 
them  to  defer  all  or  part  of  their  annual 
retainers  and  fees  until  retirement. 


ATTENDANCE  LAWS 

ACTUALLY  DO 

KEEP  KIDS  IN  SCHOOL 


Some  observers  claim  that  compul- 
sory school-attendance  laws  have  lit- 
tle effect  on  students  who  are  potential 
dropouts.  But  a  new  study  by  Joshua  D. 
Angrist  of  Harvard  University  and  Alan 
B.  Krueger  of  Princeton  University  dis- 
putes this  view.  Noting  that  most  states 
require  students  to  stay  in  school  until 


they  reach  their  16th  birthday,  the  twi 
economists  examined  attendance  records' 
of  students  born  early  and  late  in  the] 
calendar  year.  Because  of  school-en 
trance  policies,  children  born  early  i: 
the  year  typically  enter  first  grade  a 
an  older  age  than  those  born  late  i 
the  year.  Thus,  they  reach  16  wit! 
less  schooling  and  are  legally  free  t 
drop  out. 

The  study  shov/s  that  a  significan 
number  do  just  that.  Looking  at  people] 
born  between  1920  and  1959,  Angris 
and  Krueger  found  that  men  that  were 
born  in  the  first  quarter  were  some  10% 
more  likely  to  have  dropped  out  before 
graduating  high  school  than  those  born 
in  the  final  quarter.  Moreover,  those 
born  early  in  the  year  tended  to  have 
lower  earnings  than  those  born  later 
in  the  year. 

Angrist  and  Krueger  estimate  that 
compulsory-attendance  laws  helped  keep 
some  10%  of  potential  dropouts  in  school 
in  the  early  1980s.  They  also  calculate 
that  students  who  were  compelled  to 
stay  in  school  an  extra  year  can  expect 
to  earn  at  least  7%  more  in  their  life- 
times than  if  they  had  dropped  out. 
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AN  INCENTIVE  A  DAY 
CAN  KEEP 

DOCTOR  BILLS  AT  BAY 


Paying  people  to  stay  healthy  may 
sound  like  an  impractical  way  to 
control  health  care  costs,  but  benefit 
consultant  Hay/Huggins  reports  that 
that's  what  a  handful  of  employers  are 
doing.  They  provide  employees  with  fi- 
nancial incentives  if  they  meet  certain 
"wellness"  criteria,  such  as  not  smoking 
and  maintaining  normal  weight. 

Typically,  such  incentives  take  the 
form  of  either  lower  premium  contribu- 
tions required  from  employees  or  higher 
benefits.  Baker  Hughes  Inc.,  a  Texas 
drilling-and-tool  company,  figures  it  has 
saved  $2  million  annually  by  charging 
nonsmoking  employees  $120  less  a  year 
for  health  insurance.  Adolf  Coors  Co. 
says  it  has  saved  $3.2  million  a  year  by 
offering  its  employees  incentives  to 
meet  weight,  smoking,  blood  pressure, 
cholesterol,  and  other  health  criteria. 

Other  companies  rewarding  healthy 
lifestyles  include  U-Haul,  Control  Data, 
and  Southern  California  Edison.  To 
avoid  charges  of  unfairness  and  dis- 
crimination, some  companies  provide 
cost  savings  to  employees  actively  in- 
volved in  improving  their  health,  even  if 
they  don't  meet  wellness  guidelines.  The 
rule,  Hay/Huggins  advises,  should  be 
"Don't  include  anything  that  isn't  under 
the  employee's  control."  a 
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3usiness  Outloo 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


MINK  THE  DOWNTURN  IS  OVER? 
JUST  LOOK  AT  THE  INDICATORS 


B 


y  historical  standards,  the  1990-91  recession  is 
easily  middle-aged.  That  makes  forecasters  feel 
pretty  comfortable  when  they  assert  that  a  recov- 
;ry  beginning  around  midyear  is  a  good  bet  (page  18). 
iVell,  midyear  is  only  a  couple  of  months  away,  and  the 
lata  continue  to  show  that  the  fundamentals  for  an 
lpturn  are  not  in  place.  To  be  sure,  all  recessions  eventu- 
ally end,  but  this  one  still  looks  like  it  might  be  around  a 
little  longer  than  many  economists  had  expected. 

The  economy's  problems  are  deeply  rooted.  The  num- 
bers show  that  the  recession's  vicious  cycle  remains 
firmly  in  place,  as  weak  demand  causes  losses  in  output, 
jobs,  and  incomes — which  fuel  new  weakness  in  spend- 
ing. But  in  addition  to  its  cyclical  woes,  the  economy  has 
structural  problems — in  real  estate,  banking,  govern- 
ment finances,  and  household  debt — that  are  also  exert- 
ing downdrafts  on  top  of  the  traditional  business  cycle. 

Such  a  hostile  climate  for 
growth  has  all  but  eliminated 
any  chance  for  a  spring  re- 
bound. Going  into  April,  the 
economy's  same  old  troubles 
aren't  going  away.  Consumers 
aren't  spending.  Industry  is 
slashing  production  .  and  pay- 
rolls. And  housing  starts,  which 
looked  as  if  they  had  bounced 
off  the  bottom  in  February,  are 
sinking  back  down. 


INVENTORIES  ARE  UP 
RELATIVE  TO  SALES 
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Now,  there  are  new  concerns.  Amid  a  severe  slump  in 
domestic  demand,  inventories  don't  look  as  lean  as  they 
did  last  year  (chart).  Weak  demand,  sagging  profits,  and 
falling  operating  rates  dim  the  outlook  for  capital  spend- 
ing. The  growing  threat  of  a  global  recession  raises 
concerns  about  U.  S.  exports.  And  the  rail  strike  could 
make  matters  temporarily  worse. 

Of  course,  the  economy's  weakness  is  the  inflation 
outlook's  strength.  The  March  price  indexes  were  espe- 
cially encouraging.  Lower  inflation  will  play  a  key  role  in 
the  recovery  process  by  allowing  long-term  interest 
rates  to  decline,  helping  to  shore  up  demand  for  houses, 
cars,  and  other  big-ticket  items.  But  it  will  take  a  while 
for  all  the  elements  of  recovery  to  fall  into  place. 

APRIL  Consumers  are  still  out  of  the  picture. 

SHOWERS      After  all  the  anticipation  of  a  buying 
BRING  NO      spree  after  the  end  of  the  gulf  war,  it 
SHOPPERS     turns  out  that  retailers  sold  more  goods 
during  the  war  than  they  did  after  it  was  over.  Retail 
sales  dropped  0.8%  in  March,  following  a  2%  surge  in 


February.  In  March,  most  stores — including  building 
suppliers,  car  dealers,  department  stores,  and  clothing 
shops — gave  back  the  big  gains  they  had  racked  up  the 
month  before.  The  flip-flop  probably  reflected  seasonal 
anomalies,  particularly  an  unusually  warm  February. 

Despite  the  monthly  gyrations,  retail  sales  in  March 
remained  below  their  year-ago  level.  And  after  adjusting 
for  inflation,  real  sales  in  the  first  quarter  fell  at  an 
estimated  annual  rate  of  6.6%.  That's  about  the  same 
drop  posted  in  the  fourth  quarter,  resulting  in  one  of  the 
most  severe  back-to-back  declines  in  the  postwar  era. 

Signs  of  consumer  activity  in  early  April  are  not  favor- 
able. Sales  at  big  retailers  remained  sluggish,  and  car 
sales  were  ghastly.  Sales  of  domestically  made  autos 
dropped  to  an  annual  rate  of  just  5.6  million  in  early 
April,  down  from  a  sluggish  6.2  million  pace  in  March. 

It  would  be  unusual  and  unlikely  for  retail  sales  to 
continue  sliding  in  the  second  quarter  as  fast  as  they  did 
in  the  previous  two  quarters,  but  there  is  also  little 
reason  to  expect  a  sales  rebound.  And  that  will  continue 
to  squeeze  ordering  and  payrolls. 

IN  DETROIT,  Industrial  companies  know  the  drill  all 
THE  WORST  too  well.  Output  in  manufacturing,  min- 
TIME  SINCE  jngj  an(j  utilities  fell  further  in  March, 
THE  EDSEL  dropping  0.3%  after  plunging  0.9%  in  Feb- 
ruary. Industrial  production  declined  even  faster  in  the 
first  quarter  than  it  did  in  the  fourth  quarter.  It  fell  at 
an  annual  rate  of  9.3%,  compared  with  the  fourth  quar- 
ter's 7%  rate  of  decline  (chart).  More  cutbacks  seem 
likely,  particularly  in  light  of  Detroit's  troubles. 

This  quarter,  the  Big  Three 
auto  makers  plan  to  produce  the 
smallest  number  of  cars  in  any 
second  quarter  since  1958.  At  a 
seasonally  adjusted  annual  rate, 
second-quarter  auto  production 
is  unlikely  to  be  any  higher 
than  last  quarter's  5.2  million 
pace — the  lowest  since  the  1981- 
82  recession.  So  the  output  and 
employment  numbers  in  coming 
months  will  get  no  help  from 
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Detroit  and  its  large  network  of  supplier  industries. 

In  addition,  there  are  hints  of  a  budding  inventory 
problem.  Stock  levels  at  manufacturers,  wholesalers,  and 
retailers  dipped  0.2%  in  February,  but  during  the  past 
six  months,  inventories  have  risen  0.8%,  while  business 
sales  have  dropped  4.6%.  As  a  result,  the  ratio  of  inven- 
tories to  sales  has  risen  sharply  since  the  recession  be- 
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gan,  even  after  adjusting  for  inflation.  Without  a  pickup 
in  sales,  businesses  may  want  to  trim  their  inventories, 
further  curtailing  output  and  delaying  the  recovery. 

The  March  drop  in  industrial  production  mainly  re- 
flected output  declines  in  construction  supplies,  business 
equipment,  and  the  large  materials  sector — about  407c  of 
industrial  output.  The  weakness  in  construction  supplies, 
along  with  a  continued  slump  in  production  of  home- 
related  goods,  highlights  housing's  ongoing  problems. 

Housing  starts  fell  9.3%  in  March,  to  an  annual  rate  of 
901,000,  giving  back  almost  two-thirds  of  the  big  gain 
scored  in  February.  Clearly,  February's  unusually  mild 
weather  was  the  biggest  factor  in  the  month's  strength. 

Ignoring  the  monthly  ups  and  downs,  first-quarter 
housing  starts  were  off  12.37  from  the  fourth  quarter 
and  36.3%  from  a  year  ago.  One  good  sign  in  March  was 
a  second  consecutive  rise  in  new  building  permits.  Home- 
building seems  to  be  searching  for  bottom,  but  even  so, 
it's  not  clear  if  it  is  ready  to  mount  a  recovery. 

DOWNTIME  Recent  declines  in  the  production  of  busi- 
DOMINATES  ness  equipment  are  especially  discourag- 
THI  SHOP  ing  for  the  outlook.  Despite  the  Com- 
FLOOR  merce  Dept.'s  latest  survey  that  showed 

little  change  in  capital-spending  plans  for  1991,  the  out- 
put losses  could  be  signaling  that  companies  are  cutting 
back  on  their  purchases  of  new  equipment. 

Output  of  business  equipment,  such  as  machinery, 
trucks,  and  computers,  fell  0.5%  in  March.  For  the  quar- 
ter, it  dropped  at  an  annual  rate  of  6.3%,  after  falling  at 
a  7.6%  pace  in  the  fourth  quarter.  Declines  in  industrial 
equipment  have  been  especially  steep. 

The  fundamentals  for  capital  spending  are  already 
weak.  First-quarter  corporate  earnings  look  soft,  which 
saps  internally  generated  funds.  Domestic  demand  is  not 
picking  up  the  way  many  companies  had  hoped.  And  the 
use  of  existing  production  capacity  is  still  falling. 
Industrial  operating  rates  dropped  four-tenths  of  a 


percentage  point  in  March,  to  78.7%,  the  lowest  since  the 
strong  dollar  weakened  industry  4  Ms  years  ago.  Capacity 
utilization  in  manufacturing  fell  to  77.4%,  the  most  pro- 
duction slack  there  in  7V2  years. 


PRICES 
AREN'T 
SPIRALING 
UPWARD 


Overcapacity  may  not  bode  well  for  capi- 
tal spending,  but  combined  with  the  ongo- 
ing slowdown  in  wage  growth,  it  is  a 
definite  plus  in  the  outlook  for  inflation 
The  price  reports  in  both  January  and  February  had  cast 
some  doubts  on  the  notion  that  inflation  was  ready  to 
slow,  but  the  March  numbers  set  the  record  straight. 

The  consumer  price  index  fell  0.1%  in  March,  but  more'1 
important,  the  core  rate,  which  excludes  volatile  food 
and  energy  prices,  rose  only  0.1%'  (chart).  In  fact,  the  rise 
in  the  core  rate  was  the  smallest  in  more  than  eight 
years.  Consumer  prices  for  clothing  and  housing,  which 
had  taken  worrisome  leaps  in  January  and  February, 
either  posted  slim  gains  or  outright  declines  in  March.  At 
the  wholesale  level,  producer 
prices  in  March  gave  optimistic 
readings  as  well. 

Future  price  indexes  aren't 
likely  to  look  as  tame  as  they 
did  in  March.  However,  modera- 
tion in  inflation  is  an  inevitable 
process  that  accompanies  a  re- 
cession, usually  showing  up  in 
the  downturn's  later  stages.  Al- 
though the  core  rate  of  consum- 
er inflation  is  still  5.2%,  a  de- 
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cline  to  about  4%  by  yearend  seems  reasonable. 

However,  the  prospect  of  lower  inflation  is  cold  com- 
fort to  anyone  looking  for  an  end  to  the  recession.  If  this 
is  an  average  11-month  downturn,  it  will  be  over  around 
July.  If  the  recession  lasts  as  long  as  the  postwar  record 
of  16  months,  it  will  be  over  by  yearend.  Right  now, 
somewhere  within  that  range  looks  like  the  best  bet. 


THE  WEEK  AHEAD 


DURABLE  GOODS  ORDERS 


Tuesday,  Apr.  23,  8:30  a.m. 
New  orders  placed  with  durable  goods 
manufacturers  were  probably  un- 
changed in  March  from  February,  ac- 
cording to  economists  polled  by  MMS  In- 
ternational, a  division  of  McGraw-Hill 
Inc.  The  weakness  in  orders  is  suggest- 
ed by  the  decline  in  industrial  output  and 
the  continued  drop  in  factory  jobs  in 
March.  Manufacturers  seem  to  have  lit- 
tle new  demand  to  keep  workers  busy. 
Orders  declined  a  steep  2'Z<  in  January 
and  a  further  0.8'/  in  February.  They 
now  stand  more  than  A7<  below  year-ago 
levels.  Unfilled  durable-goods  orders 
likely  declined  in  March.  The  backlog 
was  unchanged  in  both  January  and 


February  and  is  just  1.47"  above  the  pace 
of  a  year  earlier. 

CAR  SALES  

Wednesday,  Apr.  24,  4  p.m. 
Domestically  made  new  cars  remain  a 
drag  on  economic  growth.  The  selling 
rate  in  the  middle  10  days  of  April  is 
expected  to  hang  around  an  annual  rate 
of  6  million.  In  the  early  part  of  the 
month,  sales  hit  a  dismal  5.6  million 
pace.  Despite  a  boost  in  optimism,  con- 
sumers have  not  resumed  spending,  es- 
pecially on  big-ticket  items. 

INITIAL  UNEMPLOYMENT  CLAIMS 

Thursday,  Apr.  25,  8:30  a.m. 

New  filings  for  state  jobless  benefits 

likely  stood  at  an  annual  rate  of  about 


510,000  for  the  week  ended  Apr.  13. 
Claims  have  been  running  at  a  500,000 
pace  since  late  February  as  more  busi- 
nesses lay  off  workers. 

GROSS  NATIONAL  PRODUCT 


Friday,  Apr.  26,  8:30  a.  m. 
The  MMS  economists  expect  that  real 
gnp  dropped  at  an  annual  rate  of  2.6%  in 
the  first  quarter,  after  the  1.6%  fall  in 
the  fourth  quarter.  The  decline  may  be 
greater  because  of  the  large  falloff  in 
consumer  spending  and  a  widening  in 
the  trade  balance.  A  buildup  in  inven- 
tories may  partially  offset  the  weakness 
in  other  sectors.  Economists  also  project 
that  the  gnp  deflator  increased  at  a  4.1% 
annual  rate  last  quarter,  after  advancing 
by  2.8%  in  the  fourth  quarter. 
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IS  THE  BONANZA  OYER 
OYER  THERE? 

THE  DOLLAR'S  ABOUT-FACE  AND  A  WORLD  SLUMP  SQUEEZE  U.S.  EARNINGS 


ir.  cl 


MISI 


Call  it  a  double  whammy:  The  dollar 
is  steaming  ahead,  and  overseas 
economies  are  huffing  and  puffing. 
This  turnabout  follows  five  years  during 
which  overseas  operations  meant  money 
in  the  bank  for  U.  S.  companies,  thanks 
to  a  declining  dollar  and  strong  economic 
growth  abroad. 

Just  look  at  the  difference.  Since  Feb- 
ruary of  this  year,  the  dollar  has  climbed 
159i  against  the  German  mark  and 
gained  (>'■  against  the  Japanese  yen.  For 
IBM,  Ford,  Polaroid,  and  other  manufac- 
turers, that  has  made  overseas  profits 
look  smaller  when  converted  into  dol- 


lars. But  for  many  companies,  earnings 
are  shrinking  even  in  foreign-currency 
terms,  at  the  same  time  as  overseas 
economies  stall  out. 

'mess  ON  our  hands.'  All  of  a  sudden, 
the  windfall  from  overseas  profits  has 
disappeared.  Alan  M.  Siqueira,  an  econo- 
mist at  l>m/McGraw-Hill  Inc.,  figures  in- 
ternational profits  will  fall  A°A  this 
year — the  first  drop  since  1985  (chart). 
The  expected  decline  will  only  make  it 
harder  for  many  U.  S.  manufacturers  to 
slog  their  way  through  the  recession. 
Says  Flick  Martin,  a  computer  industry 
analyst  at   Prudential  Securities  Inc.: 


"We've  got  a  potential  mess  on  oui 
hands." 

Mess  is  about  right.  International  op 
erations  now  account  for  197'  of  all  U 
corporate  earnings,  the  Commerce  Dept 
estimates,  nearly  double  the  level  of  the  ft 
1970s.  So  for  most  multinationals 
swings  in  overseas  sales  and  profits  are  :» 


having  a  larger  impact  than  ever. 

The  bad-earnings  surprises  could  be 
more  frequent  as  1991   progresses,  i 
many  economists'  forecasts  of  an  add 
tional  IO'a  increase  in  the  dollar's  value 
prove  correct.  But  even  the  craziest  cur- 
rency gyrations  can't  do  the  kind  of 
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overall,  the  pain 
is  widespread 
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AMERICAN  IN  PARIS:  POLAROID,  WITH  45%  OF  ITS  SALES  ABROAD,  SAW  PROFITS  DROP  BY  HALF 


European  sales  slump;      Foreign  sales  cooling; 
expected  first-quarter       cheap-dollar  advantage 
net  well  below  1990  s  eroding 

Overseas  sales  up  only 
3%  in  1990;  Europe  still 
weakening 

European  profits  still 
falling  after  a  42%  drop 
m  1990 

Sales  slumping  in  El 
rope,  Brazil,  Canackl 
Australia 

Slowing  German  econ-     Japanese  mainframe 
omy;  rising  dollar  may      sales  hurting;  European 
cut  foreign  profits              venues  slowing 

Dollar's  rise  took  $5.5 
million  off  profits  in 
first  quarter 

Expects  first-quarter 
loss  as  sales  tumble 
around  the  world 

Appliance  profits  drj 
in  Europe;  losses 
mount  in  Brazil  daI 
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lamage  to  corporate  profits  that  weak 
•conomies  can. 

Right  now,  many  of  America's  biggest 
ustomers  are  hurting:  Canada,  Britain, 
•ranee,  Australia,  and  New  Zealand  are 
leep  in  recession.  Meanwhile,  the  loco- 
notive  economies  of  Germany  and  Japan 
ire  slowing,  and  much  of  Latin  America 
s  in  chaos.  In  Brazil,  for  example,  eco- 
lomic  and  labor  turmoil  have  led  to  big 
osses  for  Whirlpool  Corp.  and  others. 
N  misery.  Few  are  feeling  the  pinch 
Tiore  than  computer  makers.  The  first 
solid  indication  that  trouble  was  brewing 
:ame  from  IBM,  where  first-quarter 
;arnings  were  only  half  of  what  ana- 
.ysts  had  expected.  Big  Blue  is  facing 
slowing  sales  across  Europe.  It  is  also 
suffering  from  a  sluggish  mainframe 
market  in  Japan,  where  banks  and  other- 
big  computer  users  are  trimming  capital 
spending  in  the  face  of  high  interest 
rates,  a  weak  stock  market,  and  slowing 
growth  in  gross  national  product. 

At  least  IBM  has  company  in  its  mis- 
ery. Major  U.  S.  computer  makers'  inter- 
national revenues  grew  only  5%  in  the 
first  quarter,  estimates  John  Levinson 
of  Goldman,  Sachs  &  Co.,  down  from  77' 
a  year  ago.  But  some  manufacturers  are 
much  worse  off.  Unisys  Corp.,  for  exam- 


ple, is  expected  to  post  a  first-quarter 
loss,  partly  because  of  a  drop  in  sales  in 
Europe,  Australia,  and  much  of  Latin 
America.  "When  we  look  around  the 
world,  the  picture  is  very  spotty,"  says 
Unisys  President  Reto  Braun.  Joseph 
Zemke,  president  of  Amdahl  Corp., 
meanwhile,  admits  that  poor  European 
sales  kept  first-quarter  earnings  "well 
below"  last  year's  27$  a  share. 


Despite  the  car  and  computer 
downturns,  U.S.  businesses 
such  as  food  and  beverages 

are  weathering  the  storm  well 


Digital  Equipment  Corp.,  which  "has 
been  living  off  international  business  for 
a  while,"  says  analyst  Stephen  P.  Cohen 
of  the  SoundView  Financial  Group,  is 
also  finding  it's  a  drag  overseas.  Digi- 
tal's international  revenues  grew  only 
3%  in  1990,  and  sales  in  its  major  Euro- 
pean markets  are  continuing  to  weaken. 

Analysts  expect  dec's  international 
profits  to  be  flat,  at  about  $400  million. 


in  the  fiscal  year  ending  June  30.  The 
company  first  noticed  a  slowdown  in 
computer  sales  in  Britain  two  years  ago. 
More  recently,  its  once-booming  busi- 
ness in  France  and  Italy  has  begun  to 
falter.  Even  the  buoyant  German  com- 
puter market  has  cooled  amid  rising  in- 
terest rates  and  political  uncertainty  in 
the  Soviet  Union. 

Robust  international  sales  helped 
Compaq  Computer  Corp.  ride  out  a  do- 
mestic slump  last  year.  But  the  bonanza 
appears  to  be  ending.  Currency-transla- 
tion benefits  are  evaporating  fast  as  the 
dollar  strengthens.  By  the  second  half, 
says  First  Boston  Corp.  analyst  Charles 
R.  Wolf,  they  will  disappear  altogeth- 
er— just  as  the  growth  rate  in  its  over- 
seas sales  starts  to  slow. 
clobbered.  Not  just  computer  makers 
are  ailing.  Polaroid  Corp.,  which  gets 
4-7  >  of  its  revenues  overseas,  is  also 
feeling  rather  queasy.  Its  first-quarter 
net  of  $16.4  million  was  about  half  the 
amount  it  earned  a  year  earlier.  Ana- 
lysts say  Polaroid  was  counting  on  cur- 
rency benefits  to  offset  the  cost  of  an 
aggressive  advertising  campaign  to  pro- 
mote camera  and  film  sales  worldwide. 
Instead,  the  company  was  clobbered  by 
a  $5.5  million  foreign-exchange  loss 


ID  IN  LONDON:  FORD'S  FOREIGN  EARNINGS  HAVE  FALLEN  BECAUSE  OF  A  WEAK  BRITISH  MARKET  AND  COSTS  OF  LAUNCHING  ITS  NEW  ESCORT 
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FIRST-QUARTER  PROFITS:  AN  EARLY  GLIMPSE 


For  most  companies,  it  was  a  quarter  they 
were  glad  to  get  behind  them.  Generally, 
heavy  manufacturing,  transportation,  pub- 
lishing, and  travel-dependent  businesses 
suffered.  Meanwhile,  drug  and  health  care 


companies  prospered,  as  did  many  food 
and  consumer  products  companies.  The 
computer  business  showed  mixed  results, 
with  IBM's  profits  slipping  and  chipmaker 
Intel's  gaining. 
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when  it  translated  its  overseas  sales 
back  into  dollars. 

The  news  isn't  much  better  for  autr. 
makers.  With  the  exception  of  Germany 
car  sales  are  skidding  throughout  Eu 
rope.  Ford  Motor  Co.'s  overseas  earn 
ings  fell  last  year,  because  of  the  weak 
British  market,  strikes  at  three  key  Eu- 
ropean factories,  and  the  costs  of 
launching  a  new  Escort  line.  Ford  Eu 
rope  might  not  be  down  again  in  1991.  •* 
but  the  spreading  European  slowdown 
will  keep  gains  to  a  minimum.  And  Fore 
of  Canada,  which  includes  results  from 
Australia  and  New  Zealand,  is  likely  to 
limp  along  for  the  duration  of  the  deep  f 
recessions  in  those  three  countries. 

General  Motors  Corp.,  meanwhile,  is 
hanging  its  hopes  on  Germany,  where 
pent-up  demand  among  eastern  Ger 
mans  makes  for  continuing  strong  sales 
of  Opels.  But  even  the  German  economy 
is  tiring.  "That's  the  wild  card,"  says 
Jean-Claude  Gruet  of  UBS  Securities  Inc. 
"If  [Germany]  turns  over,  then  you'll 
have  a  much  worse  earnings  picture.' 
euroshock.  Detroit's  big  overseas  sup- 
pliers are  getting  squeezed,  too.  David 
V.  S.  Williamson,  president  of  Du  Pont 
Co.'s  European  unit,  says  sales  of  plas 
tics  to  carmakers  froze  solid  when  the 
gulf  war  put  auto  sales  on  ice.  But 
weeks  after  the  war's  end,  sales  are 
barely  beginning  to  thaw.  "Consumer 
confidence  doesn't  seem  to  be  coming 
back  very  quickly,"  he  says. 

Like  Du  Pont,  Dow  Chemical  Co.  is 
facing  Euroshock.  Dow's  European  sales 
of  polystyrene,  used  to  manufacture  in 
sulation  and  consumer-goods  packaging 
have  been  hit  particularly  hard.  And  Eu 
ropean  appliance  sales  are  feeble,  too 
Although  demand  in  Germany  unleashed 
by  reunification  has  boosted  turnover  of 
washing  machines,  refrigerators,  and 
dishwashers,  Whirlpool's  European  sales 
will  still  be  flat  this  year. 

Not  all  U.  S.  companies  doing  business 
overseas  are  having  a  tough  time.  Cor- 
porations in  traditionally  recession-resis 
tant  industries  such  as  food  and  bever- 
ages are  weathering  the  storm  quite 
well.  And  Levi  Strauss  &  Co.,  for  exam 
pie,  is  riding  high  on  a  wave  of  foreign 
demand  that  pushed  its  latest  quarter' 
profits  up  897',  to  $85.7  million. 

But  in  these  days  of  the  double  wham 
my,  such  good  news  is  more  the  excep 
tion  than  the  rule.  With  each  new  surge 
the  dollar  is  making  U.  S.  corporation 
less  competitive,  just  as  demand  is  slow 
ing  in  nearly  every  corner  of  the  globe 
The  bottom  line  is:  Overseas  results  are 
bringing  scant  relief  to  the  bottom  line 
By  Monica  Roman  in  New  York,  with 
James  B.  Treece  in  Detroit,  Barbara  Buell 
in  San  Francisco,  Gary  McWilliams  i 
Boston,  and  bureau  reports 
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Commentary/by  Evan  I.  Schwartz 


DON'T  PERSECUTE  MICROSOFT  FOR  DOING  THINGS  WELL 


Few  doubt  that  Microsoft  Corp. 
Chairman  William  H.  Gates  III  is 
now  the  most  influential  figure  in 
the  computer  business.  Still  fewer 
doubt  that  his  $1.7  billion  company  is 
the  software  industry's  most  powerful. 
So  the  Federal  Trade  Commission  has 
seized  plenty  of  attention  by  investigat- 
ing allegations  that  Microsoft  "has  mo- 
nopolized or  has  attempted  to  monopo- 
lize" markets  for  personal  computer 
software  and  peripherals. 

While  Microsoft  might  seem  invinci- 
ble, the  FTC  should  think 
twice  about  punishing  the 
company  for  its  success. 
The  government's  antitrust 
laws  were  written  to  protect 
consumers,  not  competitors. 
It  may  be  true  that  Micro- 
soft has  played  hardball  in 
software,  but  its  accom- 
plishments in  giving  millions 
of  people  access  to  powerful 
technology  surely  outweigh 
any  headaches  it  has  given 
rivals  along  the  way. 
splitting  up?  Not  surpris- 
ingly, all  the  known  com- 
plaints about  Microsoft  have 
come  from  inside  the  hotly 
competitive  software  busi- 
ness. Such  complaints 
prompted  the  FTC  recently 
to  expand  its  inquiry  to  cov- 
er suspicions  that  Microsoft 
employs  inside  knowledge 
of  its  operating  systems — 
the  set  of  commands  that 
control  a  computer's  functions — so  that 
its  applications  software  can  be  the 
first  on  the  market  with  advanced  fea- 
tures. Some  industry  executives  are 
even  calling  on  the  ETC  to  split  Micro- 
soft into  two  companies — one  for  oper- 
ating systems  and  one  for  applications. 

Rivals  also  charge  that  Microsoft 
breaks  contracts  with  business  part- 
ners and  then  swipes  ideas  from  them. 
For  instance,  a  startup  called  Go  Corp. 
three  years  ago  demonstrated  for  Mi- 
crosoft its  then-secret  software  that  al- 
lows a  computer  to  read  handwriting. 
Instead  of  then  creating  products  to 
support  Go,  Microsoft  changed  course 
and  developed  technology  to  compete 
directly  with  Go. 

At  first  glance,  it  may  seem  natural 
for  the  FTC  to  get  involved  in  this.  Mi- 
crosoft controls  the  basic  standard  for 
personal  computing,  namely  the  de- 
cade-old MS-DOS  software  that  powers 


some  70  million  PCs  worldwide.  But  in 
antitrust  law,  there's  nothing  necessar- 
ily wrong  with  having  a  position  as  the 
dominant  player  in  an  industry.  As 
Judge  Learned  Hand  once  wrote:  "The 
successful  competitor,  having  been 
urged  to  compete,  must  not  be  turned 
upon  when  he  wins." 

If  Microsoft  had  used  its  dominance 
in  operating  systems  as  a  lever  to  mo- 
nopolize the  booming  market  for  appli- 
cations such  as  spreadsheets,  it  could 
be  vulnerable  to  the  government  trust- 


busters.  But  no  one  has  ever  convinc- 
ingly promoted  that  argument.  Why 
not?  Simple:  Microsoft  controls  only 
about  10'/'  of  the  MS-DOS  applications 
business. 

What  really  worries  rivals  is  that  Mi- 
crosoft has  an  unbeatable  edge  in  the 
new  era  of  so-called  graphical  soft- 
ware. Last  year,  Microsoft  brought  out 
Windows  3.0,  software  that  gives  PCs 
running  MS-DOS  easy-to-use  graphics 
similar  to  those  of  Apple  Computer 
Inc.'s  Macintosh.  Although  Windows 
dates  back  to  1983,  it  didn't  catch  on 


Judge  Learned  Hand 
once  wrote:  The  successful 
competitor  . . .  must  not  be 
turned  upon  when  he  wins' 


until  last  year.  Its  vast  popularity  has 
sent  the  business  for  compatible  pro- 
grams soaring.  Microsoft  now  controls 
more  than  half  that  category — a  key 
reason  it  said  on  Apr.  16  that  its  net 
income  in  the  nine  months  ended  in 
March  surged  63%,  to  $324.3  million. 

For  all  its  success,  Windows  is  in- 
stalled on  just  about  5  million  PCs,  or 
1%  of  the  total.  Only  if  Windows  prod- 
ucts in  and  of  themselves  can  be 
deemed  a  "market,"  according  to  the 
Sherman  Antitrust  Act,  could  Micro- 
soft rightfully  be  accused  of 
monopolizing  it.  Defining 
the  relevant  market  is  no 
trivial  matter — a  host  of 
antitrust  cases  have  risen  or 
fallen  on  that  point.  And 
many  antitrust  experts  be- 
lieve that  the  Windows-com- 
patible category  is  not  yet 
large  enough  to  be  consid- 
ered a  market. 
bad  vibes.  More  persuasive- 
ly, there  are  several  similar 
systems  competing  with 
Windows,  including  IBM's 
OS/2,  Quarterdeck  Office 
Systems'  Desqview,  and 
several  graphical  add-ons 
for  PCs  powered  by  Unix. 
Even  Apple  has  hinted  that 
it  intends  to  move  its  graph- 
ics software  to  non-Macin- 
tosh PCs.  With  all  those 
choices  and  with  so  many 
companies  trying  to  catch 
Microsoft  in  Windows  appli- 
cations, the  tide  of  competition  will 
probably  prove  at  least  as  formidable 
as  Microsoft  itself. 

Clearly,  Microsoft's  aggressive  busi- 
ness practices  have  set  off  bad  vibes. 
But  the  FTC  will  be  hard-pressed  to 
turn  up  any  real  wrongdoing.  One  of 
the  toughest  tasks  in  antitrust  law — as 
shown  in  the  13-year-long  case  against 
IBM — is  proving  that  a  company  holds 
monopoly  power  and  abuses  it,  IBM's 
hegemony  has  deteriorated  dramatical- 
ly over  the  past  decade.  But  credit  the 
forces  of  competition  for  that,  not  gov- 
ernment lawyers. 

How  does  Microsoft  measure  up? 
Walk  into  almost  any  computer  store. 
You'll  find  Microsoft  products  competi- 
tively priced  with  a  variety  of  rival 
software.  That  fact  alone  should  give 
the  feds  pause  in  considering  action 
that  may  weaken  the  strongest  player 
in  one  of  the  strongest  U.  S.  industries. 
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STRATEGIES  I 


P&G  RECESSION-PROOF? 
NO  SOAP 


Domestic  growth  is  at  a  standstill,  and  profit  margins  have  shrunk 


You  might  not  think  anybody 
would  use  a  smaller  dollop  of 
shampoo  because  of  the  economic 
slump.  Or  tear  off  fewer  paper  towels. 
But  that's  what's  happening  in  some 
households.  Consumers  have  also  cut 
what  they  keep  in  the  pantry.  And  retail- 
ers have  trimmed  inventories.  As  a  re- 
sult, recession  has  caught  up  with  a 
manufacturer  Wall  Street  often  thinks  is 
recession-proof:  Procter  &  Gamble  Co. 

And  recession  is  only  part  of  it.  An 
onslaught  of  new  competition  in  the 
U.  S.  market  has  also  conspired  to  bring 
P&G's  domestic  growth  to  a  standstill 
and  to  shrink  profit  margins.  While  busi- 
ness abroad  remains  strong,  Wall  Street 
analysts  have  been  busy  slashing  earn- 
ings estimates.  So  when  P&G  announces 
results  for  its  third  fiscal  quarter  on 
Apr.  24,  most  expect  the  giant  marketer 
will  earn  just  pennies  more  than  the 
$1.14  a  share  it  made  a  year  ago. 


A  STOCK  FOR 
ALL  SEASONS? 
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Since  P&G  added  $7  billion  in  sales  and 
doubled  its  profits  from  operations  be- 
tween fiscal  1987  and  1990,  the  slow- 
down raises  a  question:  Can  Chairman 
Edwin  L.  Artzt,  who  took 
over  just  as  P&G  hit  its 
stride,  maintain  that  im- 
pressive record?  "I'd  be  a 
damned  fool  to  make  any 
bold  predictions,"  says 
Artzt.  But  he  clearly  hopes 
that  the  trouble  will  be 
temporary,  and  he  is  mov- 
ing aggressively  to  try  to 
make  it  so.  P&G  has  even 
put  out  a  Ten  Command- 
ments of  how  to  manage  in 
a  recession. 

Something  of  the  sort  plainly  is  need- 
ed. Last  quarter,  [•&<;  estimates,  cuts  in 
retail  inventories  alone  nicked  U.  S.  sales 
by  2%.  At  the  same  time,  consumers 
have  been  paying  closer  attention  to  how 
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big  a  blob  of  toothpaste  they  use,  s< 
such  sales  have  been  flat.  And  althoug 
they're  being  choosy  about  which  prod 
ucts  to  economize  on,  consumers  ar 
also  trading  down  to  cheaper  stori 
brands  for  such  items  as  cooking  oil  am  iffEE 
fabric  softener.  Hence,  one  of  Procter' 
Ten  Commandments:  Minimize  the  pric< 
spread  between  your  brand  and  privati 
labels.  In  fact,  says  Artzt,  P&G  will  man 
age  to  keep  overall  U.  S.  prices  flat  h 
the  fiscal  year  ending  June  30. 

That's  possible  because  the  company 
has  been  busy  hatcheting  costs.  Durin 
the  year,  P&G's  cost  c 
making  and  delivering  it: 
domestic  products  will  ris 
a  scant  17 .  Much  of  thi 
comes  from  plant  consoli 
dations  Procter  began  sev 
eral  years  ago.  Little  ques 
tion  remains,  however 
that  Artzt  is  taking  a  tour 
niquet  to  costs  in  general 
"There  is  a  squeeze  on 
you  bet,"  he  says.  One  re- 
sult: Early  retirement  pro- 
grams are  keeping  over 
head  costs  down. 

The  profit  consciousness  has  won  ap- 
plause on  Wall  Street,  but  it  also  has 
drawn  some  critics.  "He's  much  more  t; 
short-term  than  most  [P&G  CEOs],"  says 
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MAC  VS.  MAC:  HOW  APPLE  PLANS 
TO  CURE  ITS  HIGH-END  HEADACHE 


Sometimes  in  the  computer  busi- 
ness, you  can't  win  for  losing.  Af- 
ter years  of  complaints  that  Apple 
Computer  Inc.  didn't  have  a  cheap 
enough  product,  out  came  the  $999  Mac- 
intosh Classic  last  fall.  It  broke  all  Apple 
sales  records.  But  while  Apple  celebrated 
that  good  news,  it  took  its  eye  off  sales 
of  its  more  expensive  computers. 

One  result:  Apple  announced  on  Apr. 
15  thai  it  logged  a  197'  increase  in  reve- 
nues, ic  $1.59  billion,  in  its  March  quar- 
ter. But  profits,  at  $131  million,  ran  flat 
with  last  year's  second  quarter,  thanks 
to  slow  higher-end  sales.  Indeed,  gross 
margins  in  the  quarter  sank  to  48.8%, 
down  from  a  peak  of  54.77  a  year  ago, 
and  below  i  cent  esti- 
mates of  50J 

nalysts 
is  tem- 


jump  in  shipments  this  year,  is  evidence 
that  Apple  Chairman  John  Sculley's  low- 
end  strategy  to  regain  market  share  is 
working.  "The  basic  story  is  still  intact," 
says  analyst  Peter  J.  Rogers  at  Robert- 
son, Stephens  &  Co.  "It's  just  not  going 
to  be  as  smooth  as  we  thought." 

To  fix  things,  Apple  must  rebuild  sales 
of  its  sophisticated  PCs,  which  cost  up  to 
$8,700  and  yield  margins  around  607, 
compared  with  about  457  for  the  Mac 
Classic.  A  new  Mac,  due  this  summer 
and  based  on  Motorola  Inc.'s  fast  68040 
chip,  will  help.  Analysts  in  part  blamed 
slow  high-end  sales  on  buyers  waiting 
for  that  computer. 

When  Apple  caught  on  to  the  problem, 


Wall  Stre. 
believe  the  glu- 
porary — althot  h 
news  drove  Apph 
down  137  in  a  i 
62  lA.  They  say  stroi 
mand  for  the  Cla 
which   spurred  an 
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it  slashed  prices  up  to  31%  on  its 
costly  machines.  But  the  Mar.  11 
came  too  late  in  the  quarter, 
closed  Mar.  29.  Sales  were  also  hm 
another  delay:  Apple  failed  to  ship  a 
ponent  of  the  $3,098  color  Mac  LC 
mid-March.  That  cost  nearly 
in  second-quarter  sales,  analysts  saj 
legal  clones?  Apple  has  other 
for  kick-starting  higher-margin 
One  boost  will  come  from  its  Systen 
operating  system,  due  in  May,  which 
add  sophisticated  capabilities  to  the 
intosh,  including  a  means  of  run 
multiple  software  programs  at 
Maybe  the  most  important  product  ui 
development  is  a  six-pound  note! 
computer.  Apple  says  it  hopes 
nounce  the  machine,  which  Apple-ws 
ers  think  is  being  made  by  Sony  C(  [ 
this  fall. 

Sculley  is  also  promising  to  bro; 
the   Macintosh   franchise   by  licen 
parts  of  its  operal 
system.  That  should 
the  Mac  talk  to  IBM 
patible  PCs  and 
sales  in  big  accou 
Even  without  a  lice 
Nutek  Comp 
Inc.,  a  startup  in 
pie's  hometown  of 
pertino,  Calif.,  plans 
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me.  Artzt  sees  no  reason  P&G,  a  true 
rag-term  thinker  among  major  U.  S. 
orporations,  can't  remain  so  and  contin- 
e  to  produce  steady  earnings  gains.  A 
ecession,  he  says,  "tends  to  squeeze  the 
at  out  of  organizations.  Sometimes  that 
auses  some  hollering,  but  so  be  it." 
:offee  war.  Although  next  fiscal  year's 
fidgets  are  coming  in  for  close  scrutiny, 
1  irtzt  so  far  hasn't  decreed  any  across- 
i  he-board  slash  in  ad  spending.  "This  is 
he  worst  possible  time  to  go  flat  in  your 
narketing,"  he  says.  Indeed,  P&G  is  en- 
gaged in  some  pitched  battles  to  defend 
ts  position.  Its  Folgers  coffee  faces  a 
■ejuvenated  Maxwell  House.  Lever 
Brothers  Co.  is  making  inroads  in  the 
>ar-soap  business.  And  rivals  have  been 
■aising  new  challenges  in  everything 
:rom  toilet  tissue  to  deodorant.  "Catego- 
ries with  50%  of  their  domestic  product 
/olume  are  under  attack,"  says  analyst 
Saul  H.  Ludwig  of  Roulston  &  Co.,  a 
Cleveland  investment  firm. 

Altogether,  Artzt  discloses,  P&G's 
U.  S.  media  spending — which  runs  in  the 
$1  billion  range — will  be  up  6%  this  fis- 
cal year.  And  P&G  continues  to  roll  out  a 
bevy  of  new  products,  such  as  its  line  of 
super-concentrated  detergents.  Artzt 
says  he  has  encouraged  managers  to 
speed  up  product  initiatives.  Now,  he 
has  to  hope  consumers  aren't  quite  so 
stingy  measuring  out  his  products. 

By  Zachary  Schiller  in  Cleveland 


er  the  necessary  chip  sets  and  operat- 
system  to  create  what  it  says  will  be  a 
I  Mac  clone  by  yearend. 
jtek  plans  to  license  its  raw  technology 
;her  computer  makers,  who  could  pro- 
clones  by  as  early  as  next  year.  Apple 
it  doesn't  believe  anyone  can  legally 
;  the  Mac.  Nutek's  chief  executive, 
amin  Chou,  is  conciliatory:  "We  don't 
sion  ourselves  as  taking  market  share" 
i  Apple,  he  says.  "We'll  increase  the 
cet  share  of  the  Mac." 
iseas  action.  Meanwhile,  no  matter 
hard  Apple  is  working  to  get  its  high- 
house  in  order,  analysts  expect  the  av- 
e  selling  price  of  its  products  to  drop 
year  to  $2,950,  from  $3,822  in  1990 
*t).  That  has  Apple  relentlessly  cutting 
head.  In  the  March  quarter,  Apple 
med  expenses  to  27.9%  of  sales,  com- 
d  with  31.3%  last  year, 
jple  also  did  a  better  job  overseas.  In 
quarter,  international  revenues  rose 
to  account  for  52%  of  sales.  That  has 
sured  Wall  Street.  "By  the  September 
ter  at  the  latest  we'll  see  a  resumption 
le  earnings  comeback  at  Apple,"  says 
ers.  He's  counting  on  1991  earnings  to 
;ase  20%,  to  $570  million  on  revenues  of 
5  billion,  up  22%.  If  Apple  can  deliver  on 
e  numbers,  it  just  may  get  credit  for 
ly  balancing  its  see-saw. 

By  Barbara  Buell  in  San  Francisco 


COMPUTERS  I 


CONNER'S  DRIVE 

IS  GETTING  A  BIT  GUMMED  UP 


A  sales  drop  raises  doubts  about  the  company's  subcontracting  strategy 


E 


I  ver  since  it  got  rolling  in  1986,  Con- 
ner Peripherals  has  been  the  dar- 
ling of  the  hard-disk-drive  industry. 
In  19S7,  its  first  full  year,  it  set  a  sales 
record  for  a  manufacturing  startup  by 
rocketing  to  $113  million — beating  the 
record  set  by  its  biggest  customer,  Com- 
paq Computer  Corp.  And  by  exhorting 
his  engineers  to  outpace  rivals  in  design- 
ing the  smallest  and  speediest  drives, 
Chairman  Finis  F.  Conner  has  kept  sales 
climbing  in  every  single  quarter  since. 

No  more.  On  Apr. 
17,  the  San  Jose 
(Calif.)  company  an- 
nounced that  sales  for 
its  first  quarter,  which 
ended  on  Mar.  31,  fell 
10%  from  the  fourth 
quarter,  to  $382  mil- 
lion (chart).  The  main 
culprits:  increased 
competition  and  parts 
shortages.  Both  prob- 
lems lead  some  ana- 
lysts to  question  Con- 
ner's vaunted  product- 
design  and  manufac- 
turing strategies. 
Says  Dataquest  Inc. 
analyst  J.  Philip  De- 
vin:  "Conner's  glory 
days  are  over." 

By  no  means  is  the 
drivemaker  in  danger 
of  crashing.  For  one 
thing,  the  quarter  was 
no  surprise — and  compared  with  a  year 
ago,  sales  were  up  62'  - ,  and  profits  rose 
127'  < .  Plus,  Conner  Peripherals  Inc.  has 
focused  on  two  of  the  fastest-growing 
computer  markets:  portable  PCs  that 
need  drives  of  3%  inches  wide  or  less, 
and  high-performance  desktop  machines 
that  are  gluttons  for  speed.  "We're  do- 
ing much  better  than  most  people  gave 
us  credit  for,"  says  the  chairman. 
price  war.  Right  now,  Conner  resem- 
bles the  Cincinnati  Reds.  It's  probably  a 
better  team  this  year,  but  so  are  two  or 
three  division  rivals.  Quantum  Corp.  in 
nearby  Milpitas  has  come  on  strong  with 
3% -inch  drives.  Even  more  important, 
No.  1  drivemaker  Seagate  Technology 
Inc.  has  finally  digested  its  1989  acquisi- 
tion of  Control  Data  Corp.'s  $1  billion 
drive  operation  and  is  ready  to  motor 
again.  Last  summer,  it  started  cutting 
prices  to  gain  market  share.  Today,  its 
40-megabyte  3!/2-inch  drives  go  for  half 


CONNER:  WHY  BUILD  A  FACTORY  THAT 
COULD  QUICKLY  BECOME  OBSOLETE? 


of  the  $280  they  commanded  a  year  ago. 

In  response,  Conner  has  sped  up  pro- 
duction of  its  new,  high-end,  2%-inch 
drives.  Already,  customers  such  as  Com- 
paq have  bought  nearly  1  million  of 
them  for  use  in  laptops  and  notebook 
PCs.  But  Conner  is  most  vulnerable  to 
component  shortages  at  the  beginning 
of  a  product  cycle,  and  right  now,  a  scar- 
city of  recording  heads  and  aluminum 
disks  is  preventing  the  company  from 
meeting  customer  demand.  And  the 
problems  could  persist 
until  summer. 

Conner's  tight  spot 
highlights  a  worri- 
some weakness  in  its 
strategy.  The  compa- 
ny lets  outside  ven- 
dors manufacture  the 
components  and  sub- 
assemblies it  de- 
signs— unlike  Seagate, 
which  builds  most  of 
its  own  parts  from 
scratch.  Finis  Con- 
ner's theory:  In  an  in- 
dustry where  a  prod- 
uct's life  is  sometimes 
measured  in  months, 
avoid  investing  in  fac- 
tories that  become  ob- 
solete when  technol- 
ogy changes. 

Smart  idea,  but  it 
leaves  Conner  exposed 
to  shortages.  So  in  all 
likelihood,  the  company  will  have  to  do 
at  least  some  of  its  own  manufacturing. 
Conner  started  down  that  road  last  year, 
when  it  bought  the  disk-coating  opera- 
tion of  Domain  Technology  Inc. 

Still,  Conner's  bias  toward  subcon- 
tracting should  be  as  effective  as  ever 
over  the  long  term.  "Product  cycles  are 
as  short  as  they've  ever  been,"  says 
Quantum  Marketing  Vice-President  Mi- 
chael A.  Brown. 

And  the  competition  is  rougher.  Sea- 
gate, once  slow  with  new  drives,  un- 
veiled 14  products  last  fall  and  has  al- 
ready upgraded  about  half  of  them. 

Finis  Conner  won't  let  that  go  unchal- 
lenged. He  started  Seagate  with  its  cur- 
rent chairman,  Alan  F.  Shugart.  Conner 
left  in  1984  and  set  up  his  own  shop, 
vowing  to  overtake  Seagate  before  long. 
Now  that  he's  getting  close,  he's  not 
about  to  let  a  slowdown  sidetrack  him. 
By  Robert  D.  Hof  in  San  Francisco 
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LABOR  I 


WHY  UNITED  IS  PUTTING 
PILOTS  ON  THE  GRAVY  TRAIN 


Chairman  Steve  Wolf  bets  on  fast  growth  to  offset  a  high-cost  labor  deal 


W 


hen  labor's  attempted  buyout 
of  United  Airlines  Inc.  col- 
lapsed last  fall,  the  company's 
unions  knew  that  tighter  lending  prac- 
tices were  largely  to  blame.  But  they 
still  were  furious  with  UAL  Corp.  Chair- 
man Stephen  M.  Wolf,  whom  they  ac- 
cused of  undermining  their  bid.  The  pi- 
lots' leader,  F.  C.  "Rick"  Dubinsky, 
swore  that  he  would  exact  huge  wage 
hikes  from  United.  No  way, 
said  Wolf. 

Surprises  never  cease.  On 
Apr.  ID,  after  months  of  what 
appeared  to  be  little  progress 
in  bargaining,  the  Air  Line  Pi- 
lots Assn.  (ALPA)  said  it  had 
reached  a  tentative  agree- 
ment with  Wolf.  Although 
several  points  remain  to  be 
ironed  out,  the  new  contract 
will  make  United's  pilots 
among  the  industry's  highest 
paid  within  three  years.  It 
also  will  boost  the  airline's  to- 
tal pilot  costs  by  almost  30'' 
over  the  next  three  and  a  half 
years,  according  to  calcula- 
tions by  ALPA  economists. 
This  will  put  Wolf  at  a  signifi- 
cant cost  disadvantage  to  his 
archrival,  Chairman  Robert  L. 
Crandall  of  American  Airlines 
Inc.,  who  recently  faced  down 
his  own  pilots  after  they  de- 
manded increases  like  those 
United  has  granted. 
HUGE  ORDERS.  Why  did  Wolf 
cave  in?  United  officials  say 
only  that  the  agreement  is 
"competitive  in  the  market- 
place.'' Hut  it  seems  clear  that 
Wolf  is  counting  on  fast 
growth  lo  help  him  afford  the 
higher  costs.  Since  last  fall, 
he  has  placed  orders  for  $22 
billion  worth  of  new  planes  and  snapped 
up  Pan  Am  rican  World  Airways  Inc.'s 
routes  to  London.  As  American  closes  in 
on  Trans  Woi  !  Airlines  Inc.'s  London 
Am  executive  says  he 
bid  for  more  of  his 
probably  its  Latin 
maining  European 


to  rest  and  get  on  with  building  the  air- 
line. "It  would  have  been  a  bad  summer 
had  he  opposed  us,"  says  Dubinsky. 

Wolf  had  a  good  argument  for  resist- 
ing the  big  pay  hikes  his  pilots  wanted. 
Even  though  alpa  officials  said  all  along 
that  they  wanted  to  match  the  high 
rates  1  )elta  Air  Lines  Inc.  pilots  won  last 
July,  that  was  before  the  economy 
soured.  And  after  Crandall  fought  off 


The  contract  has  United's  other  union 
drooling.  Machinists  and  flight  atten 
dants,  who  are  currently  negotiating 
their  own  expired  contracts,  want  tc 
match  Delta's  pay  scales,  too.  And  Wol 
will  have  a  difficult  time  refusing  them 
"It  should  make  it  easier  for  us  if  thej 
want  to  pay  those  guys  all  that  money 
says  John  F.  Peterpaul,  the  head  of  th« 
airline  division  of  the  International  Asso 
ciation  of  Machinists.  Says  Bobbie  Pilk 


ington,  an  official  of  the  Association  of  I 


Flight  Attendants:  "Our  wages  are  17/ 


WOLF  AT  O  HARE:  NEW  OVERSEAS  ROUTES  MAY  FOOT  THE  BILL 


UAL'S  NEW  PILOT  PAY  RATES 


Job 

Current  annual  pay 

Pay  as  of  Oct.  1993 

Increase 

737  FIRST  OFFICER 

5  YEARS'  SERVICE 

$56,000 

$95,000 

69% 

747-400  CAPTAIN 

12  YEARS'  SERVICE 

$193,000 

$226,000 

17% 

DATA  AIR  LINE  PILOTS  ASSN 


routes,  one  i 
expects  Unit* 
company's  as 
American  and 
routes. 

In  this  context,  V\ 
sive  union  deals  an 
can  put  United's  tn 


olf  may  think  expen- 
worth  the  price  if  he 
ubled  labor  relations 


his  pilots'  demands  for  Delta's  pay 
scales  earlier  this  year,  United  pilots  ex- 
pected Wolf  to  say  that  he  couldn't  give 
them  anything  more  than  what  Ameri- 
can had  granted.  Instead,  ALPA  says, 
Wolf  agreed  to  raise  his  pilots  to  Ameri- 
can's levels  immediately  and  to  pay  them 
Delta's  rates  by  1993.  This  means  raises 
of  more  than  15%  to  senior  pilots  and  of 
in  70'''  for  lower-paid  junior  pilots 
(table).  The  company  also  agreed  to  shell 
out  $52  million  in  retroactive  pay. 


behind  Delta's,  and  we  shouldn't  be  paic  U 
any  less  for  the  same  job." 
sticking  point?  Wolf  will  need  all  th 
growth  he  can  get  to  meet  such  de 
mands.  Delta  gets  away  with  an  expen 
sive  labor  bill  because  it  has  some  of  th 
highest  productivity  levels  in  the  indus 

try.  American  already  enjoyed  ' 
lower  pilot  costs  than  United 
even  before  the  new  pilot 
deals  each  have  agreed  to. 
Now,  Crandall  will  gain  an 
added  cost  advantage  total- 
ling some  $300  million 
through  1994,  according  to 
Robert  W.  Mann,  the  vice 
president  of  sh&e  Inc.,  a  New 
York  transportation  consult 
ing  firm. 

United's  new  rates  may 
leave  it  more  vulnerable  to  fu- 
ture upsets  in  the  industry, 
such  as  another  spike  in  oil 
prices  or  a  longer-than-expect 
ed  recession.  But  if  every- 
thing goes  smoothly,  United 
could  be  raking  in  the  cash  by 
next  year.  Indeed,  Morgan 
Stanley  &  Co.  airline-industry 
analyst  Kevin  Murphy  figures 
the  carrier  could  make  almost 
$600  million  on  operations 
next  year,  up  from  $376  mil 
lion  in  1988,  its  peak  year. 

The  pilot  deal  could  fall 
apart  at  the  last  minute.  The 
main  sticking  point  is  a  clause 
that  ALPA  wants  to  guarantee 
that  the  contract  remain  in 
force  if  the  company  is 
bought.  The  pilots  also  want 
the  right  of  first  refusal 
should  the  airline  end  up  for 
sale  again.  As  the  prime  mover  behind 
the  buyout  drive,  Dubinsky  hasn't  given 
up  hope:  "I'm  always  interested  in  a 
buyout." 

Yet  in  the  end,  the  basic  wage  hikes 
are  almost  certain  to  remain  intact.  That 
may  suit  United's  pilots  as  much  as  a 
buyout.  But  for  Wolf,  it  means  that  he 
not  the  unions,  must  worry  about  how 
United  will  pay  for  the  fat  new  salaries. 

By  Kevin  Kelly  in  Chicago  and  Aaron 
Bernstein  in  New  York 
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CAN  THE  FEDS  BUST  THROUGH 
THE  'GLASS  CEILING'? 


Washington  wants  to  break  the  white  male  hold  on  top  corporate  jobs 


Corporate  executives  are  used  to 
Washington  meddling  in  nearly  ev- 
ery phase  of  employee  relations, 
from  hiring  to  pensions.  But  the  feds 
have  kept  their  hands  off  perhaps  the 
touchiest  area:  the  dominance  of  white 
men  in  top  management  jobs. 

That's  about  to  change.  In  early  May, 
Labor  Secretary  Lynn  Martin  is  expect- 
ed to  announce  steps  her  agency  will 
take  to  shatter  what  critics  charge  is  a 
"glass  ceiling,"  a  set  of  sometimes  sub- 
tle attitudes  and  prejudices  blocking 
women  and  minorities  from  plum  corpo- 
rate jobs.  "For  those  businesses  who 
have  been  asleep  at  the  switch,  this  is  a 
wake-up  call,"  Martin  warned  in  March. 
•fine  line.'  The  action  will  be  based  on 
the  findings  of  a  yearlong  Labor  Dept. 
study  of  nine  companies  started  by  Eliz- 
abeth H.  Dole,  Martin's  predecessor. 
Dole  was  disturbed  by  the 
low  numbers  of  women  in 
high  places  (table).  Although 
the  height  of  the  glass  ceiling 
varies  by  industry,  and  often 
by  department  within  a  com- 
pany, sources  familiar  with 
the  study  say  it's  expected  to 
show  that  the  glass  ceiling 
sometimes  is  just  a  few  rungs 
above  entry  level. 

Martin,  who  succeeded  Dole 
in  February,  is  stepping  into 
a  mine  field,  which  may  be 
why  she  has  yet  to  sign  off 
on  any  recommendations. 
Glass-ceiling  reviews  present 


a  challenge  because  decisions  to  promote 
one  of  many  qualified  people  can  be  sub- 
jective. And  companies  use  different  cri- 
teria. "What  happens  if  you  want  to 
send  a  man  on  a  sales  trip  because  he's 
the  best  person?"  asks  Susan  R.  Mei- 
singer,  lobbyist  for  the  Society  for  Hu- 
man Resource  Management.  "There's  a 
fine  line  between  the  government  telling 
you  that  you  have  a  glass-ceiling  viola- 
tion and  telling  you  how  to  manage  your 
business." 

The  government  has  some  time-tested 
techniques  for  measuring  hiring  dis- 
crimination. The  Labor  Dept.'s  Office  of 
Federal  Contract  Compliance  Programs 
conducts  affirmative-action  reviews  of 
entry-level  hiring  by  250,000  contractors 
with  $200  billion  in  federal  business. 
These  involve  complex  statistical  com- 
parisons of  the  percent  of  qualified 


BARRIERS  THAT  CORPORATE  WOMEN  HIT 


Catalyst,  a  consultant  in  women 's  employment,  surveyed  CEOs 
and  personnel  officers  at  1,000  leading  companies  about  women 
in  managerial  roles.  Here  are  some  highlights: 

of  CEOs  acknowledged  that  women  face  barriers  to 
advancing  to  top  management.  Two  big  hurdles: 
Stereotyping  and  unwillingness  to  risk  promoting  a  woman 

of  CEOs  say  companies  should  change  their  cultures 
to  meet  women's  career  needs 


f  BBS 


of  the  companies  surveyed  say  women  comprise 
more  than  25%  of  senior  management 

I  of  the  companies  report  that  flexible  work  arrange- 
1  ments  aren't  available  to  higher-level  employees 


women  and  minorities  in  the  available 
labor  pool  with  the  share  in  a  company's 
work  force.  The  department  last  year 
found  discrimination  in  more  than  half 
of  the  6,033  companies  it  looked  at. 

Studying  practices  in  a  company's  up- 
per echelons  will  be  far  more  difficult. 
The  agency  is  expected  to  discard  num- 
ber-crunching because  there  are  too  few 
managers,  men  or  women,  to  make  valid 
statistical  comparisons.  Instead,  new  en- 
forcement guidelines  are  likely  to  focus 
on  more  subtle  discrimination.  Sources 
say  the  department  has  found  that  some 
companies,  for  example,  provide  better 
perks  to  white  men  than  to  women  and 
minorities  at  the  same  level.  Club  mem- 
berships and  big  expense  accounts  can 
help  a  career  by  making  it  easier  to  meet 
or  impress  clients.  The  department  also 
examined  company-paid  memberships  at 
all-male  clubs.  "Neither  the  companies 
nor  government  ever  looked  at  these  is- 
sues before,"  says  Detroit  attorney  Mi- 
chael J.  Connolly,  a  former  Equal  Em- 
ployment Opportunity  Commission 
general  counsel. 

different  cultures.  Employers  worry 
that  the  feds  might  not  grasp  how  cor- 
porate cultures  differ.  One  may  consider 
overseas  assignments  valuable  stepping- 
stones.  Another  may  not.  Some  head- 
quarters control  promotions,  while  oth- 
ers give  operating  units  free  rein.  "We 
try  to  explain  as  best  as  we  can  what 
the  organization  is  like  and  how  things 
work,"  says  Ronnie  L.  Miller-Hasday, 
vice-president  for  personnel  at  PepsiCo 
Inc.,  one  of  the  nine  companies  in  the 
pilot  study.  "It's  hard  to  say  whether 
they  understand  it." 

Top  Labor  Dept.  officials  insist  that 
they're  aware  of  the  subtleties.  And 
Martin  is  likely  to  recommend  enforce- 
ment guidelines  that  will  recognize  com- 
panies' unique  characteristics  while  en- 
couraging them  to  offer  all  top 
employees  similar  perks  and  opportuni- 
ties. Martin  also  may  order  that  glass- 
ceiling  reviews  be  conducted  by  senior 
Labor  Dept.  officials  rather  than  by  low- 
level  field  officers. 

Congress  is  mulling  whether  it  should 
give  the  initiative  another 
boost.  Senate  Minority  Leader 
Robert  J.  Dole  (R-Kan.)  has 
introduced  a  bill  calling  for  a 
commission  to  study  the  phe- 
nomenon and  recommend  so- 
lutions. Democrats  are  push- 
ing a  civil  rights  bill  with  a 
similar  position.  Whether  law- 
makers get  out  the  hammer 
or  not,  the  message  is  clear: 
If  executives  don't  shatter  the 
glass  ceiling,  the  feds  will  try 
to  do  it  for  them. 

/,'//  Susan  H.  (ifirltnid  tn 
Washington,  with  Lisa  Driscoll 
in  New  Haven 


DATA:  CATALYST 
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INSURANCE! 


THE  $12  BILLION  QUESTION: 
HOW  TO  FIX  FIRST  EXECUTIVE 


Just  sorting  out  the  insurer's  shrunken  assets  could  take  years 


F 


Ired  Carr,  1980s  financial  operator 
par  excellence,  built  a  towering  in- 
surance edifice  on  a  foundation  of 
junk  bonds.  You  know  the  next  verse: 
The  '80s  are  over,  the  junk  has  sunk, 
and  now,  so  has  Carr's  First  Executive 
Corp.  It's  the  largest  insurance  failure  in 
history,  with  .$12.2  billion  in  current  obli- 
gations to  thousands  of  clients. 

State  regulators,  who  seized  First  Ex- 
ecutive's main  subsidiary  in  California 
on  Apr.  11  and  its  smaller  New  York 
unit  on  Apr.  16,  are  puzzling  over  how  to 
protect  these  hapless  customers.  The 
sheer  size  of  the  debacle  makes  answers 
difficult.  First,  there's  the  question  of 
valuing  the  vast  junk  heap  that's  sup- 
posed to  support  payments  on  the  poli- 
cies. Then,  there  are  the  lawsuits  and 
investigations  that  could  add  millions  to 
the  company's  liabilities.  "Nobody  can 
begin  to  know  what  First  Executive's 
assets  and  obligations  really  are,"  says 
Joseph  M.  Belth.  a  business  professor  at 
the  University  of  Indiana  at  Blooming- 
ton  and  longtime  First  Executive  critic. 
The  company  had  no  comment. 
serious  negatives.  Precedents  are  little 
help  in  figuring  out  how  to  clean  up  the 
mess.  Fixing  Baldwin-United  Corp.,  until 
now  the  biggest  life-insurance  failure, 
was  tough  but  less  complex.  Onerous 
debt  from  an  ill-advised  acquisition  was 
to  blame  for  Baldwin's  demise,  not  with- 
ering assets.  In  1986,  Metropolitan  Life 
Insurance  Co.,  led  by  then-CEO  and  cur- 
rent board  member  John  J.  Creedon,  as- 
sumed most  of  Bald- 
win's $3  billion  in 
obligations. 

Regulators  are  eye- 
ing several  options  for 
First  Executive.  Trou- 
ble is.  each  comes 
equipped  with  some  se- 
rious negatives  (table). 
California  Insurance 
Commissioner  John 
Garamendi  wants  to  sell 
the  entire  California 
unit  to  a  European  in- 
vestment consortium 
led  by  Altus  Finance, 
an  arm  of  French  bank 
Credit  Lyonnais.  Altus 
says  it  also  is  interested 
in  Executive  Life  Insur- 
ance of  New  York.  Met 


CREEDON  LED  MET  LIFE'S  TAKEOVER  OF 
BALDWIN-UNITED— SIMPLE  BY  COMPARISON 


Life  is  a  likely  suitor  for  the  New  York 
unit.  too. 

But  policyholders  stand  little  chance 
of  emerging  whole  from  such  a  transac- 
tion. Why?  The  high  returns  of  First 
Executive  policies  will  have  to  be 
slashed  to  match  the  shrunken  assets 
that  back  them  up.  During  1990,  the 
market  value  of  First  Executive's  portfo- 
lio plunged  by  44%,  to  $6.8  billion.  Thus, 
a  hypothetical  $100,000  single-premium 
annuity  might  see  its  payout  slashed 
from  13''  to  77'. 

The  same  problem  holds  if  smaller, 


OPTIONS  IN  THE  CLEANUP 


►  SELLING  IT  OUTRIGHT  Favored 
by  the  California  regulators,  who 
are  talking  to  a  French  bank  about 
the  insurer's  biggest  unit,  based  in 
Los  Angeles.  Metropolitan  Life  is 
interested  in  the  New  York  unit 

PROBLEM:  Policy  payouts  must 
shrink  to  match  assets 

►  FEDERAL  TAKEOVER  The  gov 

ernment's  printing  press  would  be 
welcome,  since  state-run  guaranty 
pools  are  inadequate 

PROBLEM:  States  would  fight  to 
keep  insurance  powers.  The  feds 
don't  need  another  costly  bailout 


►  SELLING  KEY  ASSETS  ITT  s 

Hartford  Life  is  looking  at  gaining 
just  life  policies,  because  they're 
mainly  held  by  wealthy  people 

PROBLEM:  Policy  payouts  must 
shrink  in  line  with  assets.  Also,  bad 
assets  must  be  allocated  among 
mvriad  buvers 


►  LIQUIDATION  If  no  buyers 
come  forward,  state  regulators 
must  sell  off  assets  and  distribute 
proceeds  to  policyholders 

PROBLEM:  Would  take  a  long 
time,  and  policyholders  wouldn't 
get  back  full  cash  value 

DATA:  BW 


choice  pieces  of  the  insurer  are  sold  off 
with  the  added  headache  of  sorting  oul 
which  assets  to  assign  to  what  policies 
ITT  Coqj.'s  Hartford  Life  Insurance  Co 
is  eyeing  First  Executive's  life  policies 
which  are  enticing  since  many  belong  tc 
high-income  folk.  The  life  policies  sole 
last  year  carried  an  average  face  value 
of  5198,000.  Warns  Chuck  Ronson,  an 
analyst  with  Baird,  Patrick  &  Co.:  "No 
way  that  Garamendi  will  let  the  Hart- 
ford cherry-pick  out  safe  government 
bonds  and  leave  the  junk." 
liquidation  threat.  A  catastrophe  reg 
ulators  avoid  discussing:  What  if  First 
Executive  is  in  such  bad  shape  that  all 
prospective  buyers  turn  away?  Last 
year,  other  buyers  did  that,  including 
Rosewood  Financial  Partners,  the  invest 
ment  arm  of  a  trust  for  heiress  Caroline 
Hunt.  If,  like  Rosewood,  buyers  now 
start  running  backward,  then  regulators 
would  be  forced  to  liquidate  the  compa- 
ny. That  would  mean  an  achingly  slow 
process  of  selling  assets  and  paying  off 
policyholders  at  as  much  as  half  off  the 
cash  values  of  their  policies.  Other  insur- 
ers say  they'll  do  almost  anything  to 
prevent  a  liquidation,  which  would  black 
en  the  industry.  They'd  even  likely  chip 
in  extra  money  to  aid  policyholders. 

Victims  certainly  can't  expect  state 
run  insurance  guaranty  funds  to  make 
them  whole.  California  has  $2.8  billion  in 
First  Executive  obligations,  but  its  guar- 
anty fund  can  furnish  a  mere  $175  mil- 
lion. If  liquidation  loomed,  the  pressure 
probably  would  build  for  some  kind  of 
federal  bailout — a  step  that  state  regula 
tors,  jealous  of  their  turf,  would  resist. 

First  Executive's  350,000  clients  face  a 
long  period  of  uncertainty  as  regulators 
deal  with  the  mess.  It  took  Baldwin  two 
years  to  straighten  out.  For  the  time 
being,  regulators  have  frozen  First  Ex 
ecutive  loans  and  policy  surrenders  to 
stop  a  leakage  of  cash.  In  New  York 
requests  to  cash  out 
policies  surged  to  400  a 
day  recently,  from  25 
day  a  few  weeks  earli 
er.  Eli  I.  Schefer,  a  71 
year-old  retired  engi 
neer  from  Sands  Point. 
N.  Y.,  depends  on 
First  Executive  annuity 
for  40''  of  his  yearly  in- 
come. He  frets:  "I  don't 
know  what's  going  to 
happen."  For  those 
caught  up  in  the  First 
Executive  fiasco,  the 
pain  is  just  beginning. 

By  Lurry  Light  in 
New  York,  with  Lisa 
Driscoll  i>i  Connecticut 
and  Kathleen  Kerwin  in 
Los  Angeles 
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Wfecaritmake 

the  Accord  any 

easier  to  drive. 

Butournewlease 
program  can. 


The  Accord  Coupe,  Four-Door  and  Wagon  can  now  be  leased  at  extremely  competitive 
rates.  For  three,  four  or  five  years.  And  you  thought  the  Accord  couldn  t  possibly  be  any  easier 
to  drive.  See  your  nearest  Honda  dealer  for  all  the  details.  This  lease  offer  ends  soon.  ' 

(ED 

©1991  American  Honda  Motor  Cx>.,  Inc.  Offer  available  tor  a  limited  time  only 


GITAL  OPENS 


AS    IS    THE  DRIVING 


We're  redefining  high  per- 
formance in  the  automotive 
industry.  With  a  vehicle  so 
powerful,  it's  making  true 
open  computing  a  reality — 
our  Network  Application 
Support  (XAS)  Environment 
for  Manufacturing. 

The  XAS  Environ- 
ment achieves  more  than 
plant-level,  or  even  enter- 
prise-wide communications 
between  different  com- 
puters. It  integrates  different 
software  applications  as 
well.  Giving  users  the  power 
to  retrieve  data  from  wher- 
ever it  resides,  then  work 
with  that  data  in  their  own 
application; . 


To  an  automaker,  this  is 
iustthe  sort  of  teamwork  and 
interaction  needed  to  realize 
the  benefits  of  "designed-in 
quality.  A  prerequisite  for 
success  in  an  increasingly 
competitive  market. 

Our  innovative  ap- 
proach to  open  computing 
makes  it  all  possible.  Lnhke 
other  technologies,  the  XAS 
Environment  for  Manufac- 
turing allows  multi-vendor 
application  integration 
thi  >ugh  a  set  of  products  and 
services  based  on  industry 
standards.  The  result  being 
thai  XAS  and  only  XAS  can 
unite  Digital  systems.  Sun 
workstations,  IBM  and  HP 


machines,  PC  compatibles 
MACs,  ail  the  different  com- 
puters, applications  and 
operating  platforms  so  typi- 
cal of  large  manufacturers. 

If  you  already  have 
some  or  all  of  these  solutions 
in  place,  it's  no  problem.  XAS 
works  readily  with  them 
while  keeping  your  option 
open  tor  the  future.  It's  even 
included  in  over  1,500  lead 
ingsoftware  applications.  All 
of  them  capable  of  working 
together  and  sharing  infor 
mation  as  never  before.  And 
all  of  them  being  joined  by 
new  applications  every  day. 

At  Digital,  we're  using 
XAS  to  open  our  own  multi- 


NO    FROM  DIGITAL 


1 


ORCE! 


vendor  manufacturing  envi- 
ronment. Recently  it  helped 
us  design  and  bring  to  mar- 
ket our  VAX™  4000  Series  in 
record  time,  with  reduced 
cost  and  fewer  change  orders 
:han  ever  before. 

NAS  can  do  the  same 
■or you.  Right  now.  Whether 
you're  in  automotive,  aero- 
pace,  chemicals,  electronics, 
ndustries  of  all  types.  Let's 
'pen  a  dialogue.  Call  1-800- 
■43-4040,  ext.  522  to  find 
ut  more.  Or  write  Digita 
Equipment  Corporation,  600 
Hckerson  Rd.,  Dept.  MET1- 
>D7,  Marlboro,  MA  01752. 

TM 


rH  E   OPEN  ADVANTAGE 

THE  DIGITAL  LOGO  AND  VAX  ARE  TPinpuADvc  ac    "      ^™  ■■  ' 
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EXECUTIVE  SUfTEl 


A  RAISE  AT  ITT 
RAISES  HACKLES 

The  board  is  under  fire  for  giving 
CEO  Araskog  a  103^  increase 


THE  CAP 
BETWEEN 
PAY  AND 
RESULTS 
AT  in 
•:■:•=■:■: 


i - 
- 
I  the  California  Public  Employees"  Re 
;  •••  ■  ■  S  -••  '  .  ;.  -  had  gripes 
thai  FIT  Corp.  Chief  Executive  Rand  V. 
Araskog  was  overpaid.  So  Calpers  urged 
greater  independence  for  the  company's 
compensation  committee.  Within  weeks, 
nr  agreed  to  amend  its  bylaws. 

So  imagine  the  dismay  when  Calpers 
recently  discovered  that  in  1990.  the 
board  authorized  Araskog"  s  largest  pay- 
check even  S11.4  million  in  salary,  bo- 
nuses, perks,  and  restricted  stock.  That's 
=e  over  19* 

-  less  than  1  : 
ITT  stock,  is  threatening  to  oppose  the 
election  of  ITTs  13  directors  at  its  May  7 
annua.     •  • '.   _■    "It  :  tor  us  to 


can  receive  a  substantial  in- 
crease based  on  10  years  of 
•„«::. a.  :.-rrt-:-rrr.ar.-:-r."  wrote 
Dale  M.  Hanson.  Calpers' 
CEO.  in  an  Apr.  11  letter  to 
nr's  pay  committee. 

FIRST  TREMOR?  it 

shareholders  ;:ir.  the  revolt, 
it  could  mark  one  of  the 
first  serious  challenges  to 
an  executive's  salary.  Han- 
son believes  that  compensa- 
tion is  out  of  control.  "It's 
perhaps  the  one  area  where 
the  U.  S.  has  attained  supe- 
riority on  a  global  basis." 
he  quips.  "When  you  see 
CEO  pay  going  up  and  per- 
formance going  down,  you  have  to  ques- 
tion who's  minding  the  store." 

Araskog.  named  ITT  chairman  in  1979. 
begs  to  differ.  He  has  sold  off  more 
than  200  companies  and  shored  up  its 
balance  sheet,  says  an  ITT  spokesman. 
Besides,  the  SI  1.4  million  total  includes 
bonuses  paid  for  work  over  several 
years  as  well  as  §4.2  million  in  restricted 
stool:.  •  •  ■:  neesr.'t  vest  until 


cisjon  to 


cite  of  Fra 
■;ta 

this  rear. 


4%  rise.  "We  thought  h 
served  extra  compens 
for  that"  says  Thoma 
Keesee.  Jr.,  a  kmgtrao 
rector  who's  chairma 
itt's  compensation  i 
and  former  presidei 
.  Bessemer  Securities  C 
Even  so.  itt's  earnings  per  share 
grown  an  average  of  only  l.tT<  a 
since  1980.  and  the  company's  retu! 
equity  has  taller,  to  21.5  in  1990 
15%  in  1980.  "It's  a  tremendous  di 
of  arrogance  and  insensitivity.'"  chs 
Graef  S.  CrystaL  a  pay  consuhanl 
has  published  a  newsletter  devoti 
Araskog's  windfalL  The  headline: 
Board  to  Shareholders:  Drop  Dead 


Arask : 
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ENTERTAINMENT  I 


MISS  SAIGON 
CAN'T  MISS   

New  York's  hottest  ticket  may  be 
Cameron  Mackintosh's  biggest  hit 

If  the  Am<  earn  is  i 

to  spare — as  a  character  sings  in 
Miss  Saigon — no  nightmares  should 
mar  the  sleep  of  the  show's  44-year-old 
-    -  lackinto: 

i  .  . 

-  -  .  -  the  rn 

; 

l-    -•  -  '  -  ' 

likes  oi  V 
Tone.  The  good  notices  spurred  advance 
sales  that  were  pegged  at  §35  million 

eekei 

.-nostra  tickets  <§60i  and  front-mezzanine 
&  had  until  J 

scalping  is  legal,  is  quoting  some  £100 
summertime  tickets  at  -5225. 

A  ent  London* 

successes  include 

-  7  ■        -  - 

Les  Misera  ■  les.  Mackintosh  doesn't 
;  blush  at  charging  -$100 — a  new  top  for  a 
j  musical — for  250  choice  seats  that  nor- 
mally would  fetch  §60.  It's  better  than 
raising  all  1.170  orchestra  and  front-mez- 


J: 


years  ago.  "But  the  weekh 
cost  of  the  new  show  is  $101 
about  §450,000,"  says  Macki 
earning  §300.000  a  week,  it 
that  we'll  recout  our  cost 

love  story.  Theater 

reason  to  doubt  Macidntosl 


4'! 


MACKINTOSH  EXPECTS  THE  S10  MILLION 
MUSICAL  TO  NET  S300.000  PER  WEEK 


don.  Miss  Saigon  recouped  its  §6.5  mil- 
lion production  cost  in  35  sellout  weeks 
at  the  2JJ50-seat  Drury  Lane  Theater. 
But  the  Broadway  Theater  that  holds 
the  costlier  New  York  version  has  500 
fewer  seats.  The  premium-price  tickets 
can  produce  an  extra  §10,000  for  each  of 
the  show's  eight  weekly  performances. 
:  •  -t  ■  _-  the  potential  seven-day  gross  tc 
a  record  §765.000. 

At  capacity.  Miss  Saigon  can  take  in 
about  §200.000  more  each  week  than  Les 
Miserables.  a  sellout  since  it  opened  four 


buy  the  suggestion  that  postwar  pai 
tism  might  turn  audiences  away  from  a 
show  that  essentially  is  Madama  But- 
terfly set  in  1975  Vietnam.  "Nonsense," 
says  Michael  Alpert.  a  veteran  press 
azer.t  win-:  promoted  David  Merrick's  re 
viva!  of  Oh.  Kay!  this  season.  "It's  basi- 
cally a  good  old-fashioned  love  story." 

There's  another  sign  that  Miss  Saigon 
is  no  misfire:  Theater  owners  are  clam- 
irir.i:  to  become  Matkir.tosh':-  tartner  in 
foreign  and  touring  productions.  It  s  an 
expensive  privilege:  In  Toronto,  impresa- 
rios David  and  Ed  Mirvish  are  so  certain 
they  can  duplicate  their  success  as  co- 
producers  of  Les  Miserables  that  they 
told  Mackintosh  they'll  build  a  new  815 
million  theater  to  accommodate  Miss 
Saigon's  lavish  scenic  effects,  including 
a  realistic  helicopter  escape. 

Like  the  feisty  Merrick  in  his  heyday. 
Mackintosh  refuses  to  let  theater  own- 
ers follow  a  longtime  industry  practice: 
keeping  the  interest  earned  on  advance 
receipts.  ■"Since  Cats  in  19S1."  he  says, 
"we  share  the  interest."  Fifty-fifty? 
"Hmm.  Let's  just  say.  equitably."  Sweet 
American  dreams.  Mr.  Mackintosh. 

Bv  Donald  H.  Dunn  in  Setc  York 


38  : 


in 

EDITED  BY  HARRIS  COLLINGWOOD 

GOSH!  THE  MUPPETS 
VS.  MICKEY! 


►  So  much  for  cute  and  cud- 
dly. On  Apr.  17,  Henson  Asso- 
ciates filed  suit  against  Walt 
Disney,  accusing  the  enter- 
tainment giant  of  "extreme 
arrogance."  The  suit  seeks  to 
prevent  Disney  from  continu- 
ing to  use  Muppet  characters 
in  its  theme  parks  without  a 
license. 

Disney  had  offered  in  1989 
to  buy  Henson  Associates, 
creator  of  the  Muppets,  Frag- 
gles,  and  other  characters, 
but  talks  collapsed  in  late 
1990,  seven  months  after  the 
death  of  company  founder 
Jim  Henson.  Disney  had  used 
Muppets  in  its  theme  parks 
throughout  the  talks  but  al- 
legedly refused  to  work  out  a 
viable  licensing  deal  after  the 
acquisition  fell  through.  Hen- 
son, which  is  owned  by  Jim 
Henson's  five  children,  seeks 
to  prevent  Disney  from  show- 
ing its  3-D  movie,  Kerrnit 
the  Frog  Presents:  Muppet- 
Vision  3-D,  scheduled  to  pre- 
mier at  Disney  World  in  May. 
Disney  called  the  suit  "outra- 
geous," and  an  "enormous 
distortion  of  the  facts." 


BIG  BLUE  BEEFS  UP 
ITSMIHIS 


►  IBM  is  set  to  revamp  its  line 
of  AS/400  minicomputers. 
The  AS/400  was  launched  in 
1988  and  has  enjoyed  strong 
sales — estimated  at  more  than 
$10  billion  including  software 
and  services — to  small  busi- 
nesses and  corporate  depart- 
ments. But  sales  momentum 
has  slowed  recently,  prompt- 
ing IBM  to  bring  out  a  handful 
of  all-new  models  offering 
more  perfori  ce  per  dollar. 
Unveiling  is  s<  I  for  Apr.  23. 


KKR  MAY  SNA, 
MURDOCH'S  U.S 


ture  backed  by  Kohlberg  Kra- 
vis  Roberts,  is  the  leading 
contender  for  the  magazine 
group,  whose  nine  titles  in- 
clude New  York,  Premiere, 
and  Soap  Opera  Digest.  TV 
Guide,  for  which  Murdoch 
paid  $3  billion,  is  not  part  of 
the  package.  K-III's  offer  of 
about  $500  million  tops  a  pre- 
vious bid  by  Reed  Internation- 
al's Cahners  Publishing. 

Other  media  companies  in- 
cluding Hearst  had  expressed 
interest  in  one  or  more  of  the 
magazines.  But  K-III  is  said 
to  be  the  only  bidder  with  a 
firm  offer  for  all  nine.  Mur- 
doch is  trying  to  sell  maga- 
zines and  other  holdings  to 
pay  down  $8.2  billion  in  debt 
run  up  by  his  News  Corp. 


►  Rupert  Murdoch's 
of  his  U.  S.  magazines  is 
ing  an  end.  Industry  sour 
say  K-III    a  publishing  \ 
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RAIL  WORKERS 
TAKE  A  WALK 


►  The  nation's  railroads  came 
to  a  screeching  halt  on  Apr. 
17  when  rail  union  workers 
walked  off  their  jobs  in  the 
first  major  strike  since  1982. 
Auto  makers  and  other  ship- 
pers that  depend  heavily  on 
rail  service  scrambled  for  al- 
ternatives. Congress  and  the 
Bush  Administration,  fearful 
of  damage  to  the  economy, 
hustled  to  write  emergency 
legislation  to  end  the  strike. 

The  White  House  and  law- 
makers differ  on  how  to  re- 
solve the  three-year-long  dis- 
pute over  wages,  work  rules, 
and  health  benefits.  Bush  fa- 
vors recommendations  issued 


SUSHI,  A  SHOW,  AND  A  QUICK  TRANSFUSION 


In  Japan,  people  pop  the  ques- 
tion as  soon  as  they're  intro- 
duced. "What's  your  blood 
type?"  Forget  horoscopes.  Desti- 
ny, they  say,  is  in  the  veins. 
Generous  and  bold?  Surely  type 
O.  Industrious?  Gotta  be  an  A. 
Impulsive  and  flexible?  Must  be 
B.  Both  creative  and  rational? 
AB  for  sure. 

But  blood-typecasting  has 
soared  beyond  the  singles  bars, 
tabloids,  and  silly  guessing  games.  A  manager  at  Mitsubish 
Electric  has  lined  up  a  12-member  team — ABs  only,  please — tc 
dream  up  the  next  generation  of  fax  machines.  Japan's  officia 
parliamentary  directory  records  each  member's  blood  type  anc 
party  affiliation.  One  nursery  school  near  Tokyo  even  divides 
its  90  tots  into  classes  based  on  blood  type. 

All  this  has  the  experts  seeing  red.  "It's  idiotic,  pure  fiction, 
fumes  Hideomi  Nakahara,  a  Tokyo  biotechnologist.  Now  isn'l 
that  just  like  an  AB? 


by  a  Presidential  Emergency 
Board,  which  studied  the 
problem.  The  unions  reject 
that  plan  as  too  stingy,  and 
some  legislators  favor  taking 
a  second  look  at  the  issue. 


MORE  TURMOIL 
AT  ESPRIT 


►  Esprit  is  shuffling  manage- 
ment yet  again.  On  Apr.  15, 
Corrado  Federico  resigned  as 
CEO  and  president  of  the  San 
Francisco-based  apparel  mak- 
er. Federico,  who  joined  Es- 
prit in  1980  and  kept  it  intact 
while  the  founders  feuded  for 
years  over  the  company's  di- 
rection, said  he's  leaving  "to 


pursue  other  interests."  Isaac 
Stein,  the  Esprit  chairman 
will  temporarily  assume  Fe 
derico's  duties. 

Esprit  struggled  for  years 
because  of  a  feud  between  co 
founders  Doug  and  Susie 
Tompkins,  whose  marital 
problems  split  the  company 
Last  June,  Susie  Tompkins 
and  a  group  of  investors 
bought  out  Doug's  interest  in 
Esprit' s  U.  S.  operations.  But 
Esprit  has  since  failed  to 
make  much  of  a  comeback, 
and  it's  suffering  in  the  soft 
retail  environment. 


CIA0, 

GIANCARL0 


►  Giancarlo  Parretti's  enter 
tainment  empire  has  been 
pulled  out  from  under  him 
Five  months  after  buying 
MGM/UA  Communications  for 
$1.3  billion,  Parretti  was 
forced  out  as  head  of  the  stu 
dio  by  Credit  Lyonnais,  his 
largest  lender. 

The  French  banking  giant 
said  it  would  advance  the 
flop-ridden  studio  an  addition 
al  $145  million,  but  only  if 
filmmaker  Alan  Ladd  Jr.  re 
placed  Parretti  and  the  com 
pany  resolved  involuntary 
bankruptcy  suits  filed  against 
it  by  vendors.  Parretti  will  re- 
main on  MGM/UA's  board.  - 


"CSX  Transportation  is 
spread  all  up  and  down  the 
eastern  seaboard.  So  we  rely 
on  fax  machines  for  sending 
everything  from  bills  of  lading 
to  employee  time  cards." 

"Right  now  we've 
installed  over  1200  Pitney 
Bowes  fax  machines. ..and 
we  are  updating  our  older 
equipment  as  fast  as  we  can. 
Because  for  every  existing 
fax  machine  we  replace  with 
a  Pitney  Bowes  machine, 
we're  saving  money." 

"Pitney  Bowes  fax 
machines  give  us  the  cost, 
service,  and  reliability 
we're  looking  for." 

"We  don't  have  any 
problems  with  service, 
there's  very  little  upkeep, 
and  anytime  I  have  a 
question  about  the  sale  of  a 
new  machine  or  billing,  one 
call  gets  me  through  to  my 
rep  and  he  takes  care  of  it." 

"Pitney  Bowes  makes 
you  feel  like  you're  the 
customer." 

At  Pitney  Bowes, 
customer  satisfaction  is  a 
commitment  that's  at  the 
very  fiber  of  our  business. 
It  shapes  the  attitudes  and 
actions  of  our  people.  And 
it's  reflected  in  the  quality 
and  reliability  of  our 
products.  What's  more, 
we  back  it  up  with  our 
Customer  Satisfaction 
Guarantee™  For  more 
information,  call  1-800- 
MR  BOWES  ext.  1055. 


"Pitney  Bowes  has  replaced 
over  1 200  fax  machines 
for  us... and  we're  ordering 
more.  Every  one  we 
add  saves  us 
money." 
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Steve  McCann 

Manager,  Office  Equipment 

CSX  Transportation 
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J5?  Manufacturers 

HANOVER  Strength 


In  1992  stringent  new  capital  standards  will  go  into  effect 
throughout  the  banking  industry  worldwide. 


We  exceeded  these  standards  2  years  ago. 


Atyear-end  1990,  Manufacturers 
Hanover  Corporation's  primary  capital 
totaled  $6  billion,  and  our  risk-based 
ratios  placed  us  well  above  the  new 
requirements  established  by  the  Basle 
Committee  on  Banking  Regulations 
and  Supervisory  Practices. 

©  1991  Manufacturers  Hanover  Trust  Company 


Our  ratios  also  placed  us  among  the  highest 
in  our  peer  group  of  major  money  center  banks. 

Tumultuous  times  have  necessitated 
the  recognition  of  a  primary  yardstick  for  mea- 
suring the  capital  strength  and  overall  health  of 
our  banking  institutions. 
These  new  international 
standards  are  now  providing 
that  yardstick. 

The  focus  on  capital 
adequacy  underscores  the  fact 
that  the  landscape  of  banking 
is  changing.  It  also  strongly 
suggests  that  only  the  best 


RISK-BaSED  CAPITAL  (%) 


1992  Guidelines 
HI  Manufacturers  Hanover 

TIER  1  TOTAL 


capitalized  institutions  will  be  able  to  take 
advantage  of  change  and  address  their 
customers'  evolving  needs  in  an  effective 
and  timely  fashion. 

Using  capital  to  measure  the  strength  of  a 
financial  institution  is 
hardly  a  new  practice  at 
Manufacturers  Hanover. 
And  while  exceeding  the  new 
standards  may  be  noteworthy, 
our  aim  is  to  continue  build- 
ing upon  the  sturdy  financial 
foundation  we  already  have 
in  place. 
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THE  MESSAGE'  FROM  PAUL  TSONGAS 
MAY  BE  WHAT  DEMOCRATS  NEED  TO  HEAR 


Pssst.  Democrats.  Want  to  win  back  the  White  House 
sometime  this  century?  Stop  by  Lowell,  Mass.,  on  Apr. 
30,  and  listen  to  Paul  E.  Tsongas  declare  his  Presiden- 
tial candidacy.  He  may  be  the  darkest  of  horses  to  win  a  single 
Democratic  primary,  let  alone  beat  George  Bush.  But  if  the 
party  could  field  a  1992  candidate  who  combined  some  of 
Tsongas'  ideas  with  upbeat  appeal,  they'd  be  on  to  something. 

"Mine  is  a  word-of-mouth  campaign,"  says  50-year-old  Tson- 
gas, who  concedes  that  unless  Democrats  start  buying  his 
concepts,  his  effort  "is  going  nowhere."  Tsongas'  ideas  are 
laid  out  in  an  83-page  single-spaced  epistle  to  the  Democrats 
that  he  simply  calls  "the  paper."  In  it, 
he  challenges  his  fellow  partisans  to 
drop  business-bashing  and  class  war- 
fare and  start  talking  about  how  the 
nation  takes  on  economic  superpowers 
Germany  and  Japan.  "Corporate 
America  must  survive,  indeed  thrive, 
if  our  Democratic  social  agenda  is  to 
have  any  hope  of  implementation," 
says  Tsongas. 

His  solution:  "Industrial  policy  is 
what  Japan  has.  It's  what  Germany 
has.  It  is  what  we  must  have  as  well," 
he  declares.  "Wake  up,  my  Republican 
friends.  It's  a  brave  new  world  out 
there.  Adam  Smith  wouldn't  know  a 


TSONGAS:  A  "PRO-BUSINESS"  CANDIDATE 


superconductor  or  a  memory  chip  if  he  tripped  over  one." 

Tsongas  wants  the  government  to  deal  with  a  shortage  of 
venture  capital  by  stepping  in  and  investing  in  promising 
technologies.  He's  not  afraid  of  committing  Democratic  her- 
esies. He  favors  reduced  capital-gains  tax  for  long-term  invest- 
ments and  for  investors  in  small  and  emerging  businesses.  He 
favors  developing  nuclear  power,  relaxing  antitrust  laws  so 
companies  can  enter  into  joint  ventures,  and  vastly  increasing 
spending  for  scientific  research. 

Like  Tsongas,  a  self-declared  "pro-business  Democrat," 
many  party  thinkers  want  to  appeal  more  to  disaffected  subur- 


ban independents.  "He's  got  the  message,  all  right,"  says 
Democratic  National  Committee  Treasurer  Robert  Farmer. 
Adds  Stuart  E.  Eizenstat,  domestic  policy  adviser  to  President 
Jimmy  Carter:  "This  is  the  direction  the  party  needs  to  take. 
We  just  haven't  had  someone  to  articulate  it." 
tough  votes.  Republican  strategist  Kevin  Phillips  calls  Tson- 
gas "the  last  of  the  Atari  Democrats,"  referring  to  a  late 
1970s  breed  who  wanted  more  government-industry  coopera- 
tion to  meet  global  competition,  particularly  in  high-tech  indus- 
tries. But  he  faces  the  same  daunting  challenge  that  defeated 
them  a  decade  ago.  To  win,  he  must  convince  the  interest 
groups  that  make  up  the  heart  of  the 
party — minorities,  union  members,  lib- 
erals— that  they've  been  wrong. 

Furthermore,  Tsongas  wraps, a  fun- 
damentally optimistic  picture  of  an 
America  that  can  win — in  warnings  of 
the  catastrophes  about  to  befall  the 
U.  S.  economy.  He  likens  his  prescrip- 
tion for  the  nation  to  his  own  success- 
ful fight  against  the  lymphoma  that 
caused  him  to  retire  from  the  Senate 
in  1985.  The  story  is  inspiring,  but  the 
metaphor  is  likely  to  prove  disconcert- 
ing to  voters.  And  some  of  Tsongas' 
specific  proposals,  such  as  a  steady 
escalation  of  the  federal  gasoline  tax, 


are  bound  to  turn  off  the  blue-collar  voters  the  party  needs. 

Since  edging  out  of  obscurity  and  into  the  Presidential  are- 
na, Tsongas  has  had  to  endure  questions  about  his  health  and 
endless  barbs  about  being  another  Greek-American  Democrat- 
ic candidate  from  Massachusetts.  But  Tsongas  isn't  Michael 
Dukakis.  He  gives  strong  voice  to  the  frustrations  of  Ameri- 
can business,  with  a  Democratic  spin.  He's  not  likely  to  go  far 
in  the  1992  race,  but  if  he  can  nudge  Democrats  away  from 
their  orthodox  liberalism,  he  could  put  the  party  on  a  path 
toward  victory  in  1996. 

By  Douglas  Harbrecht 


CAPITAL  WRAPUPI 


CIVIL  RIGHTS 


On-again,  off-again  bargaining  be- 
tween civil  rights  groups  and  big 
corporations  over  new  antibias  legisla- 
tion is  back  on.  But  negotiators  on 
both  sides  fear  that  White  House  inter- 
vention has  poisoned  the  atmosphere 
and  could  kill  the  effort  for  this  year. 
Talks  broke  off  in  March  in  a  dispute 
over  legal  remedies  for  women  who 
are  victims  of  discrimination  or  harass- 
ment. But  representatives  of  the  Lead- 
ership Conference  on  Civil  Rights  and 
the  Business  Roundtable  were  making 
quiet  progress  when  top  White  House 
officials  began  calling  the  chief  execu- 
tives of  Roundtable  companies.  The 


message:  The  Administration,  which 
has  introduced  its  own  civil  rights  bill, 
is  displeased  by  the  prospect  of  a  deal 
being  cut  behind  its  back. 

Civil  rights  lawyers  Vernon  Jordan 
and  William  T.  Coleman  Jr.  trooped  off 
to  the  White  House  in  protest.  Sources 
say  they  got  no  satisfaction.  Business 
is  willing  to  proceed  with  talks,  but 
opposition  is  growing  to  the  role  of  the 
Roundtable,  which  comprises  200  of 
the  nation's  largest  corporations.  In  a 
letter  to  the  White  House,  John  E. 
Sloan  Jr.,  president  of  the  National 
Federation  of  Independent  Business, 
complains  that  the  positions  of  the 
Roundtable  "do  not  reflect  the  views 
of  the  small-business  community." 


AIRLINES 


Transportation  Secretary  Samuel  K. 
Skinner  seems  ready  to  pick  a  fight 
with  Congress  over  who  makes  U.  S. 
aviation  policy.  The  blowup  could  come 
if  Skinner,  as  expected,  approves  the 
sale  of  Trans  World  Airlines  Inc.'s 
U.  S.-London  routes  to  American  Air- 
lines Inc.  Legislators,  including  Senate 
Commerce  Committee  Chairman  Er- 
nest F.  Hollings  (D-S.  C.)  and  ranking 
GOP  member  John  C.  Danforth  (Mo.), 
fear  increased  concentration  in  the  in- 
dustry and  want  to  block  the  sale.  Con-' 
gress  is  also  unhappy  Skinner  got  few 
concessions  when  he  gave  expanded 
U.  S.  landing  rights  to  British  carriers. 
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EUROPE  I 


THE  LAST  HURRAH 

FOR  EUROPEAH  HIGH  TECH? 


its  hi 
fir 

• 

■  I 

impel 


Struggling  electronics  giants  have  an  agenda  with  one  topic:  Survival 


IT  )! 

lie 


T 


he  rolling  vine- 
yards of  north- 
ern Burgundy 


are  renowned  for 
their  earthy  wines 
and  tangy  mustard, 
not  for  high  tech. 
Yet  the  kingpins  of 
European  electronics 
are  set  to  assemble 
there  on  Apr.  19,  at 
a  secluded  chateau 
near  Dijon,  for  a  se- 
cret dinner  meeting 
that  may  help  deter- 
mine their  industry's 
fate. 

The  agenda  for 
the  summit,  called 
by  European  Com- 
mission President 
Jacques  Delors,  is  to 
have  a  wide  open 
brainstorming  ses- 
sion. But  its  purpose 
is  clearly  to  come  up  with  a  plan  to  deal 
with  the  crisis  sweeping  Europe's  semi- 
conductor and  computer  makers.  In  the 
past  year,  they  have  announced  more 
than  70,000  layoff's  as  Philips,  Groupe 
Bull,  Thomson,  and  others  have 
launched  crash  restructuring  programs 
to  stem  mounting  losses.  Without  quick 
action,  some  observers  say  the  EC's  bur- 
geoning $35  billion  trade  deficit  in  elec- 
tronics could  double  by  the  end  of  the 
decade  as  Asian  and  American  suppliers 
increase  their  presence. 
soggy  chips.  Industry  sources  say  De- 
lors' dinner  companions  will  include 
Chief  Executives  Karlheinz  Kaske  of 
Siemens,  Alain  Gomez  of  Thomson,  Car- 
lo De  Benedetti  of  Olivetti,  Jan  Timmer 
of  Philips,  and  Francis  Lorentz  of 
Groupe  Bull.  These  five  dominate  the 
European  effort  in  computers,  semicon- 
ductors, and  consumer  electronics.  The 
EC  ministers  for  technology,  industry, 
and  competition  will  also  be  there. 

The  most  important  single  issue  on 
the  table  will  be  how  to  rescue  Europe's 
flagging  chip  industry.  Many  European 
executives  now  privately  admit  that  Eu- 


EUROPE'S 
LEADING  LIGHTS  OF 
HIGH  TECH 

1 990  SALES/BILLIONS  OF  DOLLARS 

COMPUTERS  $7.8* 

CHIPS  1.2 

OLIVETTI 

COMPUTERS  7.5 

GROUPE  BULL 

COMPUTERS  6.2 

PHILIPS 

CHIPS  1.9 

COMPUTERS  1  .6** 

SGS-THOMSON 

CHIPS  1.5 

*  Eslimole  for  year  ending  Sept  30,  1991     *  *  1 989  eslimote 
COMPANY  REPORTS 


rope's  $5  billion  JESSI 
chip  research  proj- 
ect, launched  with 
much  fanfare  in  1989 
to  restore  the  Conti- 
nent's competitive 
edge,  is  not  effective 
because  it  spreads 
too  little  money 
among  too  many 
companies. 

There  is  growing 
concern  that  if  the 
ability  to  design  and 
produce  semiconduc- 
tors goes  by  the 
boards,  even  the 
Continent's  still 
healthy  telecom- 
munications, ma- 
chine tool,  and  robot- 
ics sectors  will  fall 
prey  to  big,  integrat- 
ed Japanese  compa- 
nies. The  Japanese 
now  control  the  European  market  for 
leading  edge  memory  chips,  and  they 
could  withhold  them  from  European 
equipment  makers  to  gain  advantage  for 
their  in-house  products.  Already,  Fu- 
jitsu, Mitsubishi,  and  Hitachi  are  plow- 
ing hundreds  of  millions  into  new  Euro- 
pean memory  plants,  and  they  promise 
to  make  even  further  inroads. 

But  with  none  of  Europe's  big  three — 
Philips,  Siemens,  and  Thomson's  SGS- 
Thomson  unit — holding  even  4%  of  the 
world  market,  these  companies  can  no 
longer  afford  the  huge  capital  outlays  to 
develop  new  generations  of  chips.  R&D 
and  production  costs  for  the  so-called  16- 
megabit  dynamic  random  access  memo- 
ry due  out  in  two  years  or  so  will  run 
about  $4  billion,  or  double  the  current 
generation.  It's  no  wonder  that  ailing 
Philips  recently  pulled  out  of  some  lead- 
ing technologies,  and  Siemens  has 
teamed  up  with  IBM. 

One  option  likely  to  be  discussed  at 
Dijon  is  a  merger  of  SGS-Thomson  and 
Siemens'  chip  group.  Such  a  deal  was 
broached — but  then  iced — last  fall,  part- 
ly because  the  merger  would  lead  to 
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i  uge  restructuring  costs.  It  was  just 
our  years  ago  that  sgs  and  Thomson 
/ere  merged  to  strengthen  Europe's 
irepower.  But  exploding  development 
osts  have  already  rendered  the  $1.5  bil- 
on  firm  too  small  to  keep  pace. 

It  isn't  at  all  clear  that  a  Siemens-SGS- 
'homson  merger  will  solve  the  prob- 
3ms.  The  combination  would  approach 
he  5%  critical  mass  judged  necessary  to 
ompete  in  the  world  market  and  would 
>ffer  customers  a  full  line  of  memory 
iroducts  comparable  to  the  largest  Japa- 
lese  suppliers.  But  even  the  two  togeth- 
ir  couldn't  match  the  R&D  spending  of 
my  one  of  Japan's  leaders.  And  the 
.osts  of  layoffs  and  plant  shutdowns 
vill  need  massive  government  support. 

So  Thomson  plans  to  squeeze  Delors 
'or  financial  aid.  To  bring  the  combined 
•ompany's  R&D  spending  up  to  the  level 
if  industry  leader  NEC  will  require  a 
ninimum  $200  million  a  year  in  subsi- 
des. The  total  tab  for  maintaining  a  via- 
)le  chip  industry  on  the  Continent  would 
•un  closer  to  $1  billion  a  year  for  10 
.rears,  Thomson  economists  figure. 
»olitics.  But  it's  going  to  be  tough  to 
let  much  money  out  of  Brussels.  The  EC 
s  already  scrutinizing  recent  capital  in- 
fusions that  Bull  and  Thomson  got  from 
;he  French  government,  looking  for  pos- 
sible anticompetition  violations.  Any- 
:hing  smacking  of  direct  aid  would  seem 
to  run  counter  to  a  noninterventionist 
industrial-policy  statement  released  by 
the  EC  in  late  March.  To  make  any  aid 
politically  palatable,  industry  pundits 
say,  it  could  be  funneled  through  estab- 
lished programs  like  JESSI.  Low-interest 
loans  could  help  cover  restructuring  and 
capital  costs. 

That  Siemens  and  Thomson  are  even 
talking  is  a  sign  of  how  desperate  the 
situation  has  become.  For  years,  nation- 
al rivalries  have  dashed  all  but  a  few 
mergers  and  efforts  at  sharing  develop- 
ment costs.  But  the  EC  is  likely  to  try 
another  strategy  for  the  ailing  computer 
industry.  It  wants  to  push  troubled  com- 
panies to  team  up  with  both  European 
and  foreign  rivals  to  save  costs  on  spe- 
cific projects.  Digital  Equipment  Corp., 
for  instance,  recently  announced  that  it 
will  market  Olivetti  laptops.  Siemens, 
Bull,  and  Olivetti  also  joined  a  worksta- 
tion consortium  that  some  think  could 
serve  as  the  core  for  a  new  joint-venture 
company. 

But  Delors  wants  to  see  clear  signs 
that  the  days  of  squabbling  are  over 
before  he  rallies  EC  support  for  the  in- 
dustry. "The  Commission  is  prepared  to 
review  any  steps  that  have  a  reasonable 
chance  of  success,"  says  a  Delors  aide. 
"The  question  is  whether  the  companies 
are  really  serious  about  working  togeth- 
er." Dijon  shapes  up  as  a  great  opportu- 
nity to  show  that  they  can  pass  muster. 

By  Jonathan  B.  Levine  in  Paris 


EASTERN  EUROPE  I 


BANKROLLING  THE  REBIRTH 
OF  THE  EAST 


The  European  Bank  for  Reconstruction  &  Development  opens  its  doors 


ot  since  General  George  C.  Mar- 
shall masterminded  the  mam- 
moth U.  S.  aid  plan  for  war-rav- 
aged Western  Europe  have  so  much 
hope,  talent,  and  money  come  together 
to  rescue  a  region.  On  Apr.  15,  states- 
men and  financiers  from  around  the 
world  gathered  to  open  the  West's  post- 
communist  sequel  to  the  Marshall  Plan: 
the  European  Bank  for  Reconstruction 
&  Development. 

Armed  with  $12.4  billion  in  capital  and 
a  mandate  from  39  industrial  countries 
to  promote  democracy  and  free  enter- 
prise, the  bank  will  attempt  to  link  pub- 
lic and  private  money  on  an  unprece- 
dented scale.  Led  by  Jacques  Attali,  the 
prolific  author,  filmmaker,  and  close  ad- 
viser to  French  President  Francois  Mit- 
terrand, the  bank  intends  to  generate 
more  than  $100  billion  in  fresh  capital 
for  a  region  groaning  under  decades  of 
political  and  economic  stagnation.  Says 
Polish  Prime  Minister  Jan  Krysztof  Bie- 
lecki:  "The  question  is  how  fast  they  can 
provide  financing  and  how  fast  they  can 
find  good  projects." 

polish  pickles?  The  EBRD's  territory  in- 
cludes Poland,  Hungary,  Czechoslova- 
kia, Bulgaria,  Romania,  Yugoslavia,  and 
the  Soviet  Union.  But  the  U.  S.  and  Brit- 
ain, fearful  that  Attali  might  lend  too 
much  support  to  bloated  government 
projects,  have  insisted  that  60%  of  the 
EBRD's  investments  go  to  private-sector 
deals.  That  may  account  in  part  for  an 
expected  slow  start:  The  bank's  lending 
and  equity  infusions  probably  will  be 


limited  to  $6  billion  between  now  and 
1995,  and  perhaps  $20  billion  by  the  de- 
cade's end. 

But  bank  economists  estimate  that  six 
to  seven  times  that  amount  will  come 
from  other  investors.  Already,  the  new 
bank  is  examining  250  proposals,  includ- 
ing a  request  by  London  broker  James 
Capel  &  Co.,  for  venture  capital  to  sup- 
ply laid-off  Hungarian  high-tech  execu- 
tives who  want  to  start  new  companies. 
The  bank  may  help  set  up  mutual  funds 
in  Poland.  And  it  is  considering  investing 
with  H.  J.  Heinz  Co.  in  a  $15  million 
purchase  of  a  Polish  food  processor.  The 
EBRD  would  provide  Poland  with  local 
experts  to  help  assess  the  company's 
value  and  close  the  deal.  Indeed,  Luq- 
man  Arnold  of  Credit  Suisse-First  Bos- 
ton Ltd.  estimates  that  the  EBRD 
could  figure  in  half  the  projects  his  in- 
vestment bank  is  hunting  down  in  East- 
ern Europe. 

Arnold  and  other  bankers  fear  that 
Attali's  bank  will  take  an  even  larger 
role.  They  worry  that  it  will  end  up 
claiming  the  best  business  for  itself. 
London-based  Lazard  Freres  &  Co.,  for 
instance,  recently  signed  a  joint  venture 
with  Poland's  leading  financial  institu- 
tion, Handlowy  W.  Warsawa,  to  help  the 
government  get  its  derailed  privatization 
program  going  again.  That's  just  the 
sort  of  job  the  EBRD  is  looking  for. 

Attali's  colleagues,  however,  picture 
themselves  more  as  facilitators  than 
competitors.  One  reason:  Until  they 
build  up  their  own  financial  and  techni- 
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cal  base,  they  still  will  need  help  from 
the  World  Bank  and  other  development 
insl  itutions. 

This  summer,  the  EBRD  is  likely  to  co- 
operate with  the  World  Bank  on  restruc- 
turing Hungary's  telecommunications 
network.  The  bank  is  also  expected  to 
unveil  plans  to  clean  up  the  polluted  Bal- 
tic Sea  and  Danube  River  in  conjunction 
with  the  World  Bank  and  the  European 
Investment  Bank.  Says  Klaus  Friedrich 
of  Washington's  Institute  of  Internation- 
al Finance:  "An  investment  bank  can't 
go  in  and  become  a  major  mover  of 
funds  right  away." 

Attali  must  also  overcome  skepticism 
on  the  part  of  the  U.  S.  and  other  coun- 
tries on  his  board.  Many  bank  members 
object  to  Attali's  rapid  bureaucratic 
buildup,  including  23  highly  paid  execu- 
tive directors  and  five  vice-presidents. 
The  U.  S.  has  forced  the  bank  to  limit 


lending  to  the  Soviets  to  only  $220  mil- 
lion. And  suspicion  persists  that  Attali, 
who  has  spent  much  of  his  career  in  the 
corridors  of  the  Elysee  Palace,  wants  to 
use  his  bank  as  a  vehicle  to  extend  the 
European  Community's  power.  "He 
wants  to  convert  the  EBRD  into  the  lead- 
ing bank  of  a  United  States  of  Europe," 
says  Polish  Prime  Minister  Bielecki. 

Says  Attali:  "I  don't  see  any  reason" 
for  the  U.  S.  and  others  to  be  concerned. 
But  he  nonetheless  describes  the  EBRD 
as  "the  first  institution  of  a  united  Eu- 
rope." Such  talk  rubs  the  U.  S.  and 
many  allies  the  wrong  way.  But  how  the 
EBRD  helps  rebuild  Eastern  Europe  will 
play  a  big  part  in  shaping  not  only  the 
region  but  also  all  of  Europe — and  per- 
haps the  world. 

By  Richard  A.  Melcker  and  Blanco 
Riemer  in  London,  with  Gail  E.  Schares  in 
Bonn  and  Mike  McNamee  in  Washington 


JAPAN  I 


THE  U.S.  MAY  BE 

WASTING  ITS  BREATH  ON  JAPAN 


With  Kaifu  wounded,  his  ministers  are  stonewalling  Washington 


KAIFU:  H!S  CHIEF  ADVISER  RESIGNED,  AND  HE  MAY  NOT  EVEN  FINISH  HIS  TERM 


■  t  was  hardly  the  kind  of  talk  expect- 
Hed  from  two  "global  partners."  In  a 
H  conversation  on  Apr.  14  in  London, 
U.  S.  Treasury  Secretary  Nicholas  F. 
Brady  confronted  Japan's  Finance  Minis- 
ter Ryutaro  Hashimoto  about  coming  up 
$1.2  billion  short  in  his  country's  $9  bil- 
lion pledge  for  the  Persian  Gulf  war  ef- 
fort, U.  S.  officials  say.  Hashimoto  stood 
firm.  He  said  the  money  had  already 
been  transferred:  $7.8  billion  to  the  U.  S., 
$700  million  to  other  countries,  and  $500 


million  lost  in  currency  conversion. 

Hashimoto  and  other  mighty  Japanese 
ministers  are  stepping  up  confrontation 
with  U.  S.  officials  on  everything  from 
aid  to  trade.  They  are  hanging  tough 
now  that  Prime  Minister  Toshiki  Kaifu 
is  looking  very  much  like  a  lame  duck. 
With  the  abrupt  resignation  of  Kaifu's 
top  adviser,  Ichiro  Ozawa,  Japan's  bu- 
reaucrats aren't  even  sure  Kaifu  will  fin- 
ish out  the  last  six  months  of  his  term. 
But  without  prodding  from  a  strong 


leader  willing  to  champion  outside  inter! 
ests,  Japan's  ministries  are  likely  to  re 
sist  making  concessions  to  the  U.  S. 

In  a  surprise  move,  Japan's  Finana 
Ministry  dealt  a  blow  to  the  global  part 
nership  Bush  had  offered  Kaifu  just  on( 
year  ago.  The  idea  was  to  combine  U.  S 
political  power  with  Japan's  deep  pock 
ets.  But  in  mid-April,  the  Finance  Minis 
try  lashed  out  at  a  U.  S.  debt-forgive 
ness  plan  and  refused  to  offer  loans 
promised  to  Poland  and  Egypt.  The  U.  S 
wanted  to  reward  Warsaw  for  its  radica 
economic  reforms  and  Cairo  for  its  back- 
ing in  the  gulf.  The  Finance  Ministry 
argued  that  the  deal  only  encourages 
other  debtor  nations  to  squander  loans. 

Sparks  are  also  flying  between  David 
C.  Mulford,  the  Treasury's  Under  Secre 
tary  for  international  affairs,  and  his 
Japanese  counterpart,  Makoto  Utsumi 
at  the  Finance  Ministry.  They  have 
sparred  for  years,  but  "the  personal 
chemistry  is  the  worst  I've  ever  seen  it,' 
says  a  U.  S.  official.  The  Ministry  re 
sents  Mulford's  harangues  over  the  pace 
of  liberalizing  Japan's  financial  markets 

An  Administration  official  claims  that 
even  the  traditionally  sympathetic  Minis- 
try  of  Foreign  Affairs  is  standing  firm 
on  economic  issues:  "Their  thinking  is 
'If  we're  not  violating  any  international 
agreement  or  bilateral  accord,  forget 
it.'  "  Despite  denials  from  Japanese  dip- 
lomats, U.  S.  officials  say  the  Foreign 
Ministry  is  refusing  to  go  to  bat  for 
Washington  at  the  Construction  Minis 
try.  The  U.  S.  is  considering  retaliatory 
measures  if  Tokyo  fails  to  give  foreign 
bidders  easier  access  to  Japan's  $3  tril 
lion  infrastructure  program. 

Though  Bush  and  Kaifu  were  all 
smiles  when  they  met  in  California  on 
Apr.  4,  the  Administration  now  considers 
Kaifu  "one  of  the  weakest  Prime  Minis- 
ters Japan  has  ever  had,"  says  a  top 
official.  Kaifu  was  badly  hurt  on  Apr.  8, 
when  Ozawa  quit  as  secretary  general 
of  the  ruling  Liberal  Democratic  Party 
to  atone  for  backing  the  losing  candidate 
for  governor  of  Tokyo.  Only  through 
Ozawa's  clout  did  Kaifu  get  Japan's  re- 
luctant Diet  to  give  $9  billion  to  the 
gulf  effort. 

Big-time  politicians — including  former 
Prime  Minister  Noboru  Takeshita  and 
former  Finance  Minister  Kiichi  Miya- 
zawa — already  are  jockeying  to  replace 
Kaifu.  They  may  even  force  him  out  be- 
fore the  election  in  October.  Privately, 
U.  S.  officials  hope  Takeshita  will  prevail 
because  of  his  track  record  as  a  deal- 
maker  who  can  manage  the  bureaucrats. 
Until  Kaifu's  successor  emerges,  Bush's 
Japanese  partner  will  be  a  phantom. 

By  Ted  Holden  in  Tokyo  and  Amy  Bor- 
rus  in  Washington,  with  Joyce  Barnathan 
in  New  York 
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SMILES  OF  A  SUMMER  SUMMIT 
MAY  BE  THE  LAST  FOR  A  WHILE 


Seen  from  the  Oval  Office,  the  images  from  the  Soviet 
Union  are  not  reassuring.  Striking  coal  miners  ignore 
Moscow's  orders  to  return  to  work.  The  economy  im- 
plodes as  the  threat  of  price  riots  grows.  And  protest  posters 
carry  the  words  "v  otstavky,"  or  "resign,"  next  to  Mikhail 
Gorbachev's  name. 

For  George  Bush,  the  chaos  in  the  Soviet  Union  and  Gorba- 
chev's increasingly  murky  future  are  fueling  a  new  sense  of 
urgency  in  U.  S.-Soviet  relations.  Nervous  Wash- 
ington officials  are  trying  to  lock  in  two  arms- 
control  deals  that  would  consolidate  the  gains  of 
five  years  of  negotiations  with  Moscow.  To  do 
that,  Bush  is  moving  to  get  a  Moscow  summit  off 
the  ground  in  June  or  July.  "The  longer  we  wait, 
the  higher  the  risks,"  says  an  Administration  So- 
viet expert.  Bush  and  Gorbachev  held  a  summit 
last  June.  But  when  Gorbachev  launched  a  bloody 
crackdown  on  the  Baltic  states  in  January,  five 
years  of  improving  ties  skidded  to  a  halt. 

Bush's  first  priority  is  to  end  the  stalemate 
over  the  Conventional  Forces  in  Europe  (CFE)  trea- 
ty, which  calls  for  huge  cuts  in  Soviet  forces  in 
Central  Europe.  Warsaw  Pact  and  NATO  countries 
signed  the  treaty  last  year,  but  it  was  sidetracked 
on  its  way  to  ratification  last  fall.  Soviet  hard- 
liners insisted  that  3,700  Soviet  tanks  and  artillery 
pieces  be  counted  as  naval  hardware,  thereby  putting  them 
outside  treaty  limits.  Bush  rejected  that  ploy  but  now  says 
he'll  go  along  with  it  if  Moscow  makes  equivalent  cuts  else- 
where in  Central  Europe. 

vote-getter?  If  the  CFE  treaty  can  be  nailed  down,  it  will 
generate  momentum  for  the  Strategic  Arms  Reduction  Treaty 
(START),  which  calls  for  deep  reductions  in  long-range  nuclear 
arsenals.  START  would  lessen  the  danger  of  nuclear  war  and 
help  chart  spending  cuts  on  new  generations  of  nuclear  weap- 
ons. Since  START  mandates  much  bigger  cuts  on  the  Soviet 
side,  Bush  is  likely  to  offer  Gorbachev  concessions  on  verifica- 
tion issues  such  as  on-site  inspection  of  factories  where  ballis- 


SOVIET  UNREST  GIVES  NEW 
URGENCY  TO  ARMS  TALKS 


tic  missiles  are  built.  If  that  happens,  U.  S.  officials  believe  it 
may  be  possible  to  reach  an  agreement  in  principle  with  the 
Soviets  before  a  Moscow  summit. 

Bush  strategists  worry  that  he  runs  a  political  risk  in  leav- 
ing important  work  with  the  Soviets  unfinished  as  the  1992 
election  approaches.  As  the  Persian  Gulf  victory  fades,  Bush's 
failure  to  sign  a  major  arms  deal  with  a  weakening  Gorbachev 
would  leave  a  big  gap  in  his  foreign  policy  record. 

Powerful  incentives  are  also  pushing  Gorba- 
chev toward  a  summit.  Boris  N.  Yeltsin,  his  chief 
rival,  is  likely  to  win  the  first-ever  direct  elections 
for  president  of  the  Russian  republic  on  June  12. 
That  will  give  Yeltsin  a  popular  legitimacy  that 
Gorbachev  lacks.  Tacking  down  the  CFE  accord 
would  also  strengthen  Moscow's  ties  with  West- 
ern Europe — its  best  source  of  badly  needed  eco- 
nomic investment.  Indeed,  in  coming  years,  the 
Soviets  are  likely  to  refocus  their  diplomatic  ef- 
forts on  Western  Europe.  "A  new  axis  between 
the  Soviets  and  Europe  is  forming  slowly,"  says 
Mario  Lemme,  a  Soviet  expert  at  the  Aspen  Insti- 
tute in  Berlin.  "Their  interests  now  converge 
more  than  those  of  the  Soviets  and  the  U.  S." 

Even  a  successful  summit,  however,  would  like- 
ly be  the  last  hurrah  of  the  heady  era  of  ever- 
improving  U.  S.-Soviet  ties.  After  a  Moscow  meet- 
ing, Bush  advisers  believe  that  spreading  turmoil  in  the  Soviet 
Union  will  make  follow-on  talks  on  arms  control  or  direct 
economic  cooperation  difficult  at  best.  "We're  entering  an  era 
of  modest  expectations  and  few  bold  moves,"  says  one  State 
Dept.  specialist.  That's  a  far  cry  from  the  vision  of  superpower 
partnership  that  Bush  had  offered  as  the  legacy  of  the  cold 
war's  end.  The  Administration  still  expects  the  odd  break- 
through on  regional  issues  from  Angola  to  Afghanistan.  But 
as  the  Soviet  Union  turns  ever  inward,  superpower  leaders 
may  find  less  and  less  common  ground  for  summit  celebration. 

By  Bill  Javetski  in  Washington,  with  Igor  Reichlin  in  Bonn, 
Rosemarie  Boyle  in  Moscow,  and  Amy  Borms  in  Washington 


GLOBAL  WRAPUP I 


SOUTH  KOREA 


South  Korea's  powerhouse  economy 
seems  about  to  deliver  a  major  po- 
litical dividend:  a  seat  at  the  U.  N.  For 
decades,  China  and  the  Soviet  Union 
have  used  the  threat  of  a  veto  in  the 
Security  Council  to  back  North  Korea's 
demand  for  a  single  Korean  seat  in  the 
world  body  shared  by  North  and 
South.  But  now,  the  prospects  of  trade 
with  dynamic  South  Korea  are  worth 
much  more  to  Beijing  and  Moscow 
than  ideological  kinship  with  the 
North.  So  the  Chinese  and  Soviets 
are  prepared  to  let  South  Korea  into 
the  U.  N.  club  when  its  application 
comes  up  for  a  vote  next  fall.  Presi- 


dent Roh  Tae  Woo  set  the  stage  on 
Apr.  5  by  applying  for  separate  South 
Korean  membership — its  first  such  bid 
since  1975. 

The  idea  will  get  a  boost  when  Presi- 
dent Mikhail  Gorbachev  visits  South 
Korea  on  Apr.  19.  And  Chinese  Pre- 
mier Li  Peng  is  expected  to  discuss 
Seoul's  U.  N.  bid  during  a  planned  visit 
to  Pyongyang. 

SOUTH  AFRICA  

South  Africa's  progress  on  disman- 
tling apartheid  won  a  major  en- 
dorsement on  Apr.  15,  when  the  Euro- 
pean Community  agreed  to  drop  curbs 
on  trade  in  metals.  But  that  may 
not  help  South  Africa's  economy  much. 


Few  global  companies  have  substantial 
investment  plans  for  the  nation, 
and  business  activity  is  stalled.  In- 
deed, South  Africa's  gross  national 
product  is  likely  to  show  zero  growth 
at  best  this  year,  after  a  0.9%  drop 
in  1989. 

The  biggest  brake  on  recovery  is 
continuing  political  violence,  which  the 
government  blames  on  rivalries  among 
black  political  parties.  But  the  African 
National  Congress  says  a  shadowy, 
right-wing  "third  force"  is  provoking 
the  outbreaks.  Unless  Pretoria  cracks 
down  on  such  agitators,  the  anc 
threatens  to  suspend  plans  for  an  all- 
party  conference  to  launch  negotia- 
tions on  a  new  constitution. 
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R&D  AT  GLAXO:  THE  DRUGMAKER  COULD  LOSE  ITS  PATENT  ON  LUCRATIVE  ZANTAC 


A  BITTER  PILL 
FOR  GLAXO? 


At  stake:  a  monopoly  on  the  world's  best-selling  prescription  drug 


To  the  titans  of  the  pharmaceutical 
industry,  the  Tabatznik  family's  lit- 
tle generic-drug  outfit  has  been 
like  an  annoying  insect  buzzing  around 
their  ankles.  Operating  from  bases  in 
Britain  and  South  Africa,  the  family  has 
earned  a  hard-nosed  reputation  by  win- 
ning fights  with  big  drugmakers  in  Eu- 
rope and  Australia.  But  with  sales  esti- 
mated at  less  than  $100  million,  the 
Tabatzniks  hardly  seemed  a  threat  to 
the  big  multinationals. 

Until  now.  A  tiny  Canadian  arm  of  the 
Tabatznik  group  is  challenging  the  main 
U.  S.  patent  protecting  ulcer  remedy 
Zantac,  the  world's  biggest-selling  pre- 
scription drug  and  the  mainstay  of  Brit- 
ain's Glaxo  Holdings  PLC.  While  Glaxo 
vows  a  vigorous  defense,  many  patent 
lawyers  think  the  publicity-shy  Tabatz- 
niks have  an  even  chance  of  winning. 
And  while  any  generic  copy  could  not  hit 
the  market  for  four  more  years,  the  bat- 
tle already  has  the  industry  abuzz  and  is 
casting  a  cloud  over  Glaxo's  future  earn- 
ings prospects.  No  wonder:  Glaxo  gets 
half  its  revenues  (chart)  and  perhaps 
two-thirds  of  its  profit  from  Zantac. 

At  the  heart  of  the  dispute  are  two 
key  Zantac  patents.  The  first,  filed  in 
1977,  covers  the  basic  drug.  It's  called 
Form  1.  Normally,  that  would  have 


protected  Zantac  until  1995.  But  Glaxo  in 
1985  won  a  second  U.  S.  patent  for  a 
more  useful  crystalline  variant,  Form  2. 
It's  this  compound  that  ulcer  sufferers 
are  swallowing  in  ever-increasing 
amounts — $1.4  billion  worth  in  the  U.  S. 
last  year,  $2.5  billion  worldwide. 

Glaxo  insists  the  second  patent  will 
shield  its  blockbuster  until  2002.  But 
with  such  a  tantalizing  market,  nearly 
every  major  generic  drugmaker  has 
been  mulling  how  to  break  the  monopoly 
after  1995.  The  Tabatzniks  moved  first, 
at  least  a  year  before  analysts  had  ex- 
pected any  action. 

Those  who  know  the  Tabatzniks  aren't 
surprised.  The  family,  of  South  African 


origin,  has  built  a  privately  held  group 
of  generic  makers  in  Britain,  Australia, 
New  Zealand,  and  Canada.  In  each  coun- 
try, they  have  targeted  drugs  that  are 
vulnerable  to  copycatting.  The  family 
has  even  clashed  with  Glaxo — and  won. 
In  the  mid-1980s,  they  fought  all  the 
way  to  the  European  Court  of  Justice  to 
import  to  Britain  a  cheap  Italian  form  of 
Ventolin,  an  asthma  drug.  In  a  rare  in- 
terview, family  leader  Anthony  S. 
"Tony"  Tabatznik  told  business  week: 
"It's  not  in  our  interest,  or  in  the  pub- 
lic's interest,  to  have  high  drug  prices." 

This  aggressive  stance  can  be  traced 
to  patriarch  David  Tabatznik,  described 
by  a  former  associate  as  a  "very  small 
man  but  a  very  tough  guy"  and  a  "walk- 
ing encyclopedia"  of  the  industry.  Now 
in  his  early  70s,  he  lives  in  Johannesburg 
and  is  still  involved  in  the  company.  But 
he  has  given  day-to-day  control  to  Tony, 
who  says  he  moved  to  Britain  22  years 
ago  for  "political  reasons."  One  col- 
league describes  Tony  as  "very  clear- 
headed about  objectives." 
powerful  ally.  Rivals  also  give  the  Ta- 
batzniks high  marks.  In  Canada,  the 
family's  Genpharm  Inc.  is  only  some  five 
years  old.  But  it  already  has  applied  for 
at  least  40  licenses  and  won  the  right  to 
sell  a  generic  form  of  the  diabetes  drug 
Diabeta.  "This  is  a  company  that  knows 
what  it's  doing,"  says  Jack  Kay,  execu- 
tive vice-president  at  Apotex  Inc.,  Cana- 
da's leading  generic  drugmaker. 

Even  so,  the  Tabatzniks  have  not  es- 
caped the  controversy  that  has  dogged 
the  generic  industry.  In  1986,  David  Ta- 
batznik was  a  director  and  vice-chairman 
of  Zenith  Laboratories  Inc.,  a  New  Jer- 
sey generic  maker,  when  it  ran  afoul  of 
the  Food  &  Drug  Administration.  The 
FDA  faulted  its  manufacturing  practices, 
saying  they  differed  from  those  detailed 
in  regulatory  filings.  No  safety  ques- 
tions arose,  but  Zenith  briefly  recalled  33 
of  its  54  drugs.  Tabatznik  quit  the  board 
in  April,  1988,  a  month  before  Zenith 
filed  for  Chapter  11.  It  emerged  a  year 
later  under  new  managers. 

In  Australia,  a  Tabatznik  affiliate,  Al- 
phapharm  Ltd.,  was  targeted  by  a  1987 
government  probe  into  the  accuracy  of 
drug  testing  done  for  it  by  a  South  Afri- 
can company.  The  government  advised 
doctors  to  restrict  prescriptions  of  the 
company's  drugs,  but  Alphapharm  notes 
it  was  quickly  cleared  after  submitting 
new  test  data. 

None  of  this  deterred  a  powerful  ally 
from  joining  the  Tabatzniks:  Lord  Jacob 
Rothschild.  In  1989,  RIT  Capital  Part- 
ners PLC,   a   London  investment 
company  that  Rothschild  chairs, 
put  up  $14  million  in  return  for 
about  20%  of  the  Tabatznik 
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holding  company,  Amerpharm  Holdings. 
"We  think  it's  a  very  entrepreneurial 
group,  with  a  very  good  ability  to  identi- 
fy what  drugs  to  go  for,"  says  Andrew 
Stafford-Deitsch,  a  director  of  Roth- 
schild's firm  who  sits  on  the  board  of 
Amerpharm.  He  cautions  anyone  who 
doubts  that  the  Tabatzniks  have  the 
funds  to  pursue  their  Zantac  case  that 
'Amerpharm  and  its  shareholders  are 
substantial  people." 

Tony  Tabatznik  says  he's  hoping  to 
exploit  a  clause  in  the  1984  Waxman- 
Hatch  Act  that  liberalized  generic  drugs. 
Under  it,  any  company  that  succeeds  in 
invalidating  a  patent  may  win  exclusive 
rights  to  market  a  generic  form  of  a 
drug  for  six  months,  after  which  the 
gates  are  thrown  open  to  any  generic 
company.  "It's  a  reward  for  anybody  to 
spend  the  money  [on  a  legal  challenge]  if 
they  think  the  patent  isn't  valid,"  says 
Tabatznik.  He's  hoping  to  invalidate  the 
Form  2  patent,  thus  permitting  a  generic 
Zantac  after  the  Form  1  patent  expires 
in  late  1995. 

windfall.  Given  that  generics  usually 
take  about  507<  of  the  market  within  a 
year,  that  six  months  could  bring  a  huge 
windfall  to  the  Tabatzniks.  "They  have 
no  downside  except  the  cost  of  the  law- 
suit," notes  Apotex'  Kay.  "This  could  be 
worth  hundreds  of  millions  of  dollars." 

Glaxo's  defense  rests  in  part  on  as- 
serting that  Form  2  is  distinct  enough 
from  Form  1  to  deserve  a  separate  pat- 
ent. That's  a  matter  of  some  debate,  giv- 
en their  chemical  similarity.  Also,  at 
least  some  of  Glaxo's  testing  was  done 
with  Form  1.  "It's  a  winnable  case," 
says  U.  S.  patent  attorney  Alfred  B.  En- 
gelberg.  Canadian  patent  lawyer  Mal- 
colm Johnston  calls  the  Form  2  patent 
"absolute  rubbish.  It's  a  distinction  with- 
out a  difference." 

But  others  point  out  that  U.  S.  courts 
are  loath  to  invalidate  a  patent  without 
clear  evidence  that  it  was  faulty.  More- 
over, if  the  case  is  appealed,  it  will  be 
heard  in  Washington.  George  Repper,  a 
drug-patent  specialist  at  Washington's 
Rothwell,  Figg,  Ernst  &  Kurz,  says  this 
appellate  court  "leans  very  strongly  to 
the  patent  holder."  He  gives  the  Tabatz- 
niks less  than  a  50-50  chance. 

Glaxo's  stock,  which  had  jumped  30$ 
in  London  trading  since  Jan.  1,  fell  by 
4'y  on  news  of  the  suit.  It  later  rebound- 
ed, and  some  analysts  think  investors 
haven't  realized  the  importance  of  the 
Zantac  challenge.  Jo  Walton,  analyst  at 
Lehman  Brothers  International  in  Lon- 
don, figures  Glaxo  stock  is  "fully  reflect- 
ing the  best  possible"  outcome.  If  the 
Tabatzniks  win.  many  investors  could 
get  burned.  And  an  obscure  South  Afri- 
can family  will  get  very,  very  rich. 

By  Mark  Maremont  in  London  and  Wil- 
liam C.  Symonds  in  Toronto,  with  Joseph 
Weber  in  Philadelphia  and  bureau  reports 
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QUALITY  IS  BECOMING  JOB  ONE 
IN  THE  OFFICE,  TOO 


And  employers  are  finding  plenty  of  room  for  improvement 


FIRST  NATIONAL 
BANK  OF  CHICAGO 

Letters  of  credit 
in  one  day  vs. 
four,  and  fewer 
customer 
complaints 


■  t  was  in  some  desperation  that  Uni- 
Bversity  Microfilms  Inc.  embarked  on 
la  quality  improvement  program 
three  years  ago.  The  country's  largest 
publisher  of  doctoral  dissertations,  umi 
had  grown  steadily  in  the  1980s  as  uni- 
versities churned  out  rising  numbers  of 
PhDs.  But  its  backlog,  which  swelled  by 
2,000  manuscripts  in  some  years,  reflect- 
ed more  than  prosperity.  Though  umi 
had  adopted  new  tech- 
nology, its  creaky  ed- 
iting process  had 
changed  little  in  de- 
cades. By  1988,  the 
Ann  Arbor  (Mich.) 
company  had  orders 
for  nearly  30,000  the- 
ses a  year  but  could 
get  out  only  22,000. 
The  rest  went  into 
the  backlog — creating 
more  unhappy  custom- 
ers who  weren't  getting  orders  on  time. 

So  UMI,  a  unit  of  Bell  &  Howell  Co., 
turned  loose  quality  teams  to  try  and 
end  the  carping.  They  quickly  made  a 
startling  discovery:  During  the  150  days 
it  took  the  company's  1,000  employees  to 
process  an  average  thesis,  a  grand  total 
of  two  hours  was  spent  actually  working 
on  the  manuscript.  The  rest  of  the  time 
it  sat  waiting,  unable  to  move  to  the 
next  stage,  such  as  copyright  approval 
or  indexing,  until  the  author  responded 
by  mail,  for  instance,  on  how  to  fix  some 
glitch.  Partly  by  adopting  more  flexible 
editing  standards  and  partly  by  moving 
a  manuscript  to  the  next  step  instead  of 
holding  it  for  corrections,  the  150  days 
were  cut  in  half  within  six  months.  To- 
day, the  average  is  60  days,  which 
should  lower  UMl's  backlog  to  1,500  this 
year.  Last  year,  customer  com- 
plaints fell  by  17%,  to  nine  per 
1,000  shipments,  a  figure  UMI 
hopes  to  reduce  by  25%  this  year. 

UMl's  experience  is  unusual  but 
by  no  means  unique.  A  decade  af- 
ter the  quality  revolution  hit  U.  S. 
manufacturing,  quality  is  a  rising 
concern  in  office  work,  too.  This 
trend  "is  just  getting  started," 
says  Curt  W.  Reimann,  who  runs 
the  Malcolm  Baldrige  National 


Quality  Award  program  for  the  Com- 
merce Dept.  "I  don't  think  most  people 
have  fully  realized  the  potential  there 
yet."  Still,  dozens  of  employers  see  the 
chance  to  both  please  customers  and 
save  money:  When  quality  goes  up,  pro- 
ductivity usually  does,  too,  since  elimi- 
nating errors  cuts  redos  in  offices  and 
factories  alike.  Dave  Billick,  who  heads 
UMl's  dissertation-publishing  operations, 
says  his  company's  quality  plan 
should  help  it  publish  more  than 
40,000  dissertations  in  1991  with- 
out adding  workers.  "That's  30% 
more  work  with  the  same  people" 
that  umi  had  three  years  ago. 
cheap  labor.  White-collar  Ameri- 
ca needs  to  make  such  gains  if  the 
country's  stagnating  living  stan- 
dards are  to  regain  their  growth 
rates  of  the  1950s  and  1960s.  Econ- 
omists say  increases  in  real  in- 
comes depend  on  how  fast  produc- 
tivity rises  across  the  U.  S.  work  force. 
Bureau  of  Labor  Statistics  figures  show 
that  factory  productivity  has  climbed 
51%  since  1973.  But  the  'productivity  of 
office  workers  has  dropped  by  some  7% 
over  that  period,  according  to  economist 
Stephen  S.  Roach  of  Morgan  Stanley  & 
Co.  This  has  flattened  overall  productivi- 
ty, since  today  there  are  so  many  more 
workers  in  offices  than  in  manufactur- 
ing— 60  million  vs.  about  20  million. 

Some  economists  think  that  the  weak 
showing  of  office  workers  is  rooted  in 
the  huge  supply  of  labor  that  became 
available  in  the  1970s  and  1980s  in  the 
form  of  women  and  baby  boomers.  Such 
workers  were  so  plentiful  that  employ- 
ers snapped  up  lots  of  them — even  inex- 
perienced ones — instead  of  hiring  fewer 
employees  and  teaching  them  to  be  more 
productive  and  quali- 
ty-conscious. Now,  the 
influx  of  baby  boom- 
ers is  over  and  the  in- 
crease in  working 
women  may  be  level- 
ing off,  too.  So,  says 
Roach,  companies  can 
no  longer  "hire  lots 
of  cheap  workers  in- 
stead of  boosting 
productivity." 


AMERICAN 
EXPRESS 

O.K.'s  credit 

cards  in  11 

days,  vs.  22 

a  decade  ago 
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One  popular  solution  has  been  to  en- 
age  high-priced  consultants,  who  re- 
;ructure  work,  suggest  layoffs,  and 
therwise  improve  white-collar  effieien- 
/.  But  quality  gurus  call  this  a  back- 
rard  approach.  Just  as  there's  no  point 
i  being  the  most  efficient  maker  of  a 
ar  that  no  one  will  buy,  it's  self-defeat- 
lg  to  squeeze  more  useless  paperwork 
i  ut  of  a  billing  clerk.  "We  have  plenty  of 
xamples  of  people  who  meet  all  the 
roductivity  measures,"  says  Nor- 
1a  Rossi,  the  head  of  quality  at 
letropolitan   Life   Insurance  Co. 
But  if  the  customers  aren't  get- 
ing  what  they  want,  it's  just  a 
oke."  So  for  many  companies, 
quality  first"  is  now  the  byword. 
Corning  Inc.  showed  why  last 
ummer  when  it  looked  at  the  quali- 
y  of  its  tax  returns.  Corning  had 
'astly  improved  quality  in  its  plants, 
ind  thought  the  same  approaches 
night  work  in  its  offices.  Chuck 
.Vise,  the  head  of  its  tax  unit,  set  out 
,o  identify  his  customers,  which  is 
ess  obvious  than  it  sounds.  In  of- 
fices, these  usually  are  other  de 
mrtments,  or  perhaps  suppliers 
)r  lenders.  Wise  found  that 
;he  Internal  Revenue  Service 
was  his  unit's  largest  client, 
rhen,  he  asked  the  IRS  to 
rate  Coming's  federal  tax  re- 
turns, on  which  Wise's  19- 
person  tax  unit  spends  about 
half  its  time.  It  was  the  right 
question.  For  years,  Corning 
had  prepared  a  summary  of 
thousands  of  accounts  detail- 
ing the  expenses  of  each  of 
its  departments — on  the  as- 
sumption that  the  feds  want- 
ed this.  But  the  IRS  didn't 
want  the  summary,  which  it 
spent  hundreds  of  hours  unraveling 
thought  Corning  kept  its  books  this  way. 
faster  audits.  In  the  wake  of  this  dis- 
covery, Corning  eliminated  the  summa- 
ry, saving  itself  more  than  400  work 
hours  a  year.  Donald  Mitgang,  the  IRS 
district  director  for  the  Buffalo  region, 
says  this  will  cut  the  time  his  office 
spends   on  Coming's 
biennial  audit  from  18 
months  to  15.  This 
might  never  have  hap- 
pened if  Corning  had 
gone  after  efficiency 
first  and  simply  tried 
to  do  the  summaries 
faster.  "If  you  develop 
a  product  that  satis- 
fies   the  customer, 
even  a  tax  return,  you 
save  everyone  redo 
work  and  overhead  cost,"  says  Mitgang. 

After  the  customers  have  been  identi- 
fied, a  common  next  step  is  to  examine 
how  work  moves  through  specific  de- 


partments. Often,  this  involves  making 
step-by-step  flowcharts,  much  as  effi- 
ciency experts  have  done  for  years.  But 
while  assembly-line  analysts  look  at  out- 
put per  unit,  quality  statisticians  look 
at  things  such  as  accuracy  and  timeli- 
ness. Some  track  errors  per  thousand 
documents  processed,  for  instance,  or 


CORNING 

Files  better 
federal  tax 
returns  with 
400  hours 
less  work 


the  response  time  to  customer  requests. 

This  approach  has  led  some  companies 
to  restructure  jobs  that  haven't  been  fid- 
dled with  in  decades.  One  dramatic  ex- 
ample involves  the  First  National  Bank 
of  Chicago.  A  few  years  ago,  the  First 
Chicago  Corp.  subsidiary  noticed 
that  customers  of  its  letter-of-cred- 
it  department  were  being  bounced 
from  person  to  person  when  they 
called.  In  1985,  the  company 
turned  the  problem  over  to  one  of 
the  dozens  of  quality  teams,  com- 
posed of  supervisors  and  employ- 
ees, that  it  had  set  up  in  the  early 
1980s.  The  culprit,  it  turned  out, 
was  the  department's  assembly- 
line  approach.  A  customer's  re- 
quest would  go  through  dozens  of 
steps,  involving  nine  employees,  before  a 
letter  of  credit  was  issued — a  journey 
that  took  four  days. 
The  solution  was  to  invent  a  new  pro- 


cess to  let  each  customer  deal  with  just 
one  person.  The  bank  extensively  re- 
trained its  letter-of-credit  issuers  to  han- 
dle each  step  in  the  process.  And  cus- 
tomers were  given  the  same  employee 
each  time  they  ordered  a  letter.  Today, 
First  Chicago  issues  credit  letters  in  less 
than  a  day.  In  1990,  the  bank  issued 
1,450  such  letters,  more  than 
double  the  1985  number,  us- 
ing 497"  fewer  employees. 
"To  show  you  how  good  they 
are,  when  a  customer  needs 
a  letter  of  credit  to  place  an 
order  with  us,  we  tell  them 
to  use  First  Chicago  if 
they  can,"  says  Robert  J. 
Haider,  an  internation- 
al credit  manager  at 
Motorola  Inc.  "Their 
new  method  is  a  lot 
easier  to  deal  with 
than  the  way  other 
banks  usually  do  it." 
In  the  long  run,  ex- 
perts say,  office  quality 
efforts  must  move  past 
initial  breakthroughs  to  in- 
stitutionalize improvement. 
Few  companies  have  gotten 
this  far,  even  among  trendset- 
ters. But  one  that's  close  is 
American  Express. 
waiting  time.  AmEx  began 
its  white-collar  quality  work 
in  the  late  1970s  with  a  pilot 
project  in  Phoenix,  where 
6,800  employees  process  18 
million  charge  slips  a  month 
for  cardholders  in  the  West- 
ern states.  Even  before  the 
program  began,  AmEx  tracked 
errors  and  timeliness.  But  it 
soon  realized  that  most  of 
these  measures  focused  on  in- 
ternal processes,  such  as  how  fast  or 
accurately  a  department  did  its  work.  In 
1978,  the  company  created  new  indices 
to  measure  quality  as  perceived  by  cus- 
tomers. This  cast  a  new  light  on  the 
business.  For  instance,  AmEx  previously 
had  measured  how  quickly  the  credit  de- 
partment processed  a  new  card  applica- 
tion. But  customers  didn't  get  a  re- 
sponse until  the  request  had  been 
through  at  least  four  other  departments. 
The  new  system  measured  how  long  cus- 
tomers wait  for  all  steps  to  be  finished. 

The  Phoenix  experiment  led  to  one  of 
the  most  sophisticated  office-quality- 
measurement  systems  in  the  country, 
which  AmEx  calls  its  Service  Tracking 
Report.  The  STR  looks  at  more  than  100 
tasks,  from  how  quickly  phones  are  an- 
swered to  the  accuracy  of  monthly  state- 
ments. It  has  become  a  tool  for  constant 
quality  improvement  at  AmEx's  five 
U.  S.  customer  service  centers.  Using 
monthly  reviews  of  the  numbers,  offi- 
cials in  New  York  periodically  nudge  up 
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Or,  How AMT SYSTIMAX  PDS 
Gives  More  Promise  To  Your  Premises. 

AT&T  SYSTIMAX®  Premises  Distribution  System  gives  you 
the  capability  to  access  voice,  data,  video.  Any  kind  of 
information.  Anywhere  in  your  building.  Through  a  single 
comprehensive  building  wiring  system.  AT&T  SYSTIMAX  PDS 
is  a  completely  modular  system  that  combines  hardware, 
copper  wire,  connectors,  and  fiber  optics;  with  the  only  five 
year  product  warranty  in  the  business.  AT&T  SYSTIMAX  PDS 
enables  information  to  travel  from  building  to  building. 
Office  to  office.  Floor  to  floor.  Platform  to  platform.  Regardless 
of  differences  in  operating  systems.  Or  networking  protocols. 
A  truly  open  architecture.  For  real  multivendor  compatibility. 
With  AT&T  SYSTIMAX  PDS,  as  your  business  grows,  your  system 
grows,  too.  And  that  can  give  any  business  more  promise.  Call 
AT&T  Network  Systems  at  1 800  344-0223,  ext.  1026  to  see 
how  it  can  work  for  you. 

AWT  Network  Systems  And 
Bell  Laboratories. 
Technologies  For  Vie  Real  World. 


AT&T 

Network  Systems 


standards  to  produce  higher  quality  in 
hundreds  of  functions.  In  the  past  10 
.  for  instance,  AmEx  has  cut  pro- 
cessing time  for  new  applications  by 
half,  to  11  days.  Since  1980,  such  im- 
provements— coupled  with  computeriza- 
tion— have  more  than  doubled  revenue 
per  employee  throughout  AmEx's  travel 
division,  which   includes  credit  cards. 
Last  year,  that  figure  reached  $191,000. 

Most  office-quality  programs  deal 
with  lower-level  workers.  But  a  few 
have  tackled  the  hardest  challenge:  high- 
ly skilled  professionals.  Their  work  lends 
itself  least  to  quality  measures,  since  it 
involves  innovation  and  trial  and  error. 
Still,  AT&T's  Bell  Laboratories  has  made 
headway  with  product  development  engi- 
neers, including  those  in  Whippany, 
N.  J.,  who  designed  a  digital  loop  carrier, 
a  shoebox-size  circuit  board  that  trans- 

mits phone  signals  through  fiber-optic 
cable.  When  Bell  Labs  began  work  on  a 
new  carrier  a  few  years  ago,  it  used  a 
then-novel  technique  called  design  for 
manufacture:  designing  a  product  to  be 
easily  assembled. 

STREAMLINING  THE  LAB.  DFM,  which  be- 
gan to  spread  across  industrial  America 
in  the  late  1980s,  has  drawn  attention 
primarily  for  improving  the  production 
process.  But  Bell  Labs  found  that  it  also 
has  a  big  impact  on  the  quality  of  prod- 
uct development,  which  is  mostly  office 
work.  Previously,  designs  had  been  set 
in  Whippany,  then  shipped  to  an  AT&T 
plant  in  Oklahoma  City  for  assembly, 
with  problems  ironed  out  after  produc- 
tion started.  On  the  new  loop  carrier, 
engineers  from  both  locations  worked 
together  from  the  start.  Small  groups 
of  them  met  to  agree  on  every  step, 

such  as  which  plastics  would  withstand 
the  heat  needed  to  manufacture  the  new 
carrier. 

This  not  only  made  production  cheaper 
and  easier — it  also  reduced  engineering 
mistakes.  For  example,  the  loop  carrier 
is  chock-full  of  software  embedded  in  its 
chips.  Teresa  Vega,   who  heads  the 
Whippany  testing  unit  that  screens  the 
final  product,  says  the  1990  version  had 
60%  fewer  software  errors  than  one  pro- 
duced in  1986.  "That  translates  into  sav- 
ings," she  says,  "because  we  would  have 
had  to  do  that  much  more  testing  and 
delay  the  product  introduction." 

It  may  be  years  before  most  U.  S. 
companies  produce  such  results.  Still, 
they  need  to  start  trying.  Increasingly, 
the  quality  of  office  work  will  be  a  key 
element  in  the  formula  for  success. 

By  Aaron  Bernstein  in  New  York 

HOW  TO  MOTIVATE  WORKERS:  DON'T  WATCH  'EM 
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lectronic  eavesdropping  is  a 
tempting  tool  for  boosting  office 
I  productivity.  Airlines,  insurers, 
and  telecommunications  companies, 
among  others,  often  clock  every  second 
that  workers  spend  on  computers  or  on 
the  phone  with  customers.  From  a 
handful  a  decade  ago,  the  number  of 
monitored  employees  has  reached  10 
million,  says  the  federal  Office  of  Tech- 
nology Assessment. 

But  now,  the  search 
for  quality  is  abridging 
this  trend.  Federal  Ex- 
press, Bell  Canada, 
USAA,  and  Northwest 
Airlines,  among  other 
major  employers,  are 
finding  that  too  much 
speed  spoils  service. 
handle  time.  They  have 
begun  to  stress  quality 
over  quantity,  or  to  end 
monitoring  entirely.  The 
result  seems  to  be  hap- 
pier customers  and  em- 
ployees. Proponents  also 
say  that  a  focus  on  qual- 
ity does  as  much  as 
monitoring  to  keep  pro- 
ductivity high  and  ris 


ized  that  it  could  save  money  by  slicing 
just  one  second  off  the  average  time 
its  2,500  customer-service  agents  spent 
on  each  call.  So,  FedEx  began  to  moni- 
tor the  average  "handle"  time  per 
call — and  made  beating  the  clock  50% 
of  an  agent's  performance  review. 

Two  years  later,  the  strategy  came 
home  to  roost.  Employees  griped  that 
limiting  each  call  to  140  seconds  creat- 
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LESS  HASTE,  MORE  SPEED:  FEDEX'S  PAULA  BIFFLE  WITH  MANAGER  TISH  MONTESI 


ing.  "A  lot  of  people  ask,  which  do  you 
want,  quality  or  quantity?"  says  Re- 
becca Olson,  head  of  customer  service 
for  Federal  Express  Corp.'s  southern 
region.  "We  found  that  you  can  have 
both,  though  it  took  a  while  to  sink  in." 

FedEx  was  among  the  first  to  see 
this.  In  1984,  it  was  worried  about 
United  Parcel  Service  Inc.'s  move  into 
overnight  deliveries.  Management  real- 


ed  too  much  stress — and  made  them 
cut  off  customers  before  questions 
were  answered.  "The  management  was 
sending  out  mixed  messages,"  says 
Paula  Biffle,  who  has  worked  as  an 
agent  in  FedEx's  Memphis  office  since 
1983.  "We  became  confused  about 
what  they  wanted." 

A  new  system  cleared  that  up.  To- 
day, a  supervisor  listens  in  on  a  ran- 


dom call  twice  a  year.  Afterward,  the 
discussion  with  the  agent  focuses  on 
quality:  The  length  of  calls  isn't  men- 
tioned. Both  employees  and  executives 
say  that  service  has  improved — with- 
out hurting  speed.  The  average  call 
even  dropped  to  135  seconds,  although 
that  has  crept  up  in  recent  years  as  the 
company  added  new  services. 

Other  companies  are  following  Fed- 
Ex's lead.  In  1989, 
Bell  Canada,  concerned 
about  quality  and  union 
unhappiness  over  moni- 
toring, ran  a  six-month 
experiment.  Ontario  op- 
erators were  monitored 
as  a  group,  instead  of 
individually,  on  how  fast 
they  handled  calls.  Man- 
agement also  stopped 
disciplining  workers 
whose  average  handle 
time  rose  above  the 
standard  23  seconds. 
Now,  "if  we  see  a  prob- 
lem with  the  group  aver- 
age, we  ask  employees 
if  they  know  the  cause 
and  work  with  them  to 
get  it  back  down,"  says 
Carol  M.  Stephenson,  Bell  Canada's 
head  of  operator  services  in  Ontario. 

The  test  was  a  success.  Productivity 
stayed  up.  Nearly  70%  of  the  2,400  op- 
erators involved  said  their  service  im- 
proved, and  75%  liked  their  job  more. 
All  5,000  Bell  Canada  operators  work 
this  way  now — thanks  to  a  company 
that  saw  waste  in  too  much  haste. 

By  Aaron  Bernstein  in  Neiv  York 


4 


56  BUSINESS  WEEK/APRIL  29,  1991 


LABOR 


If  you're  uneasy  about  nuclear  electricity, 
consider  the  alternatives. 


Over  and  over  again,  Middle  East 
instability  has  threatened  much  of  the 
world's  energy  supplies— including 
America's,  where  we  now  import  over  40% 
of  our  oil.  It's  time  this  country  achieved 
a  balanced  energy  strategy  that  reduces 
our  vulnerability  to  the  whims  of  tyrants. 


Nuclear  energy  is  part  of  that  strategy. 
With  112  plants  licensed  to  operate  in  the 
U.S.,  nuclear-generated  electricity  already 
cuts  America's  oil  imports  by  740,000  barrels 
every  day.  That's  more  than  we  imported 
from  Iraq  and  Kuwait  before  the  war. 

Still,  we  need  more  nuclear  plants.  To 


meet  America's  growing  electricity  demands, 
and  to  bolster  our  independence  from  danger- 
ously unstable  energy  sources.  All  without 
emitting  any  greenhouse  gases  or  air 
pollutants.  For  more  information,  write  to  the 
U.S.  Council  for  Energy  Awareness,  P.O.  Box 
),  Dept.  OT26,  Washington,  D.C.  20035. 


Nuclear  energy  means  more  energy  independence. 


©  1991  USCEA 


'I  CAN'T  WORK 
THIS  THING!' 

FRUSTRATED  BY  HIGH  TECH?  DESIGNERS  ARE  GETTING  THE  MESSAGE 


"Kenneth  Olsen,  the  engineer  who 
founded  and  still  runs  Digital  Equip- 
ment Corp.,  confessed  at  the  annual 
meeting  that  he  can't  figure  out  how  to 
heat  a  cup  of  coffee  in  the  company's 
microwave  oven. " 

— The  Design  of  Everyday  Things 
Donald  A.  Norman  (Doubleday.  1990) 


E 


very  day,  across  America,  millions 
of  managers,  bankers,  doctors, 
teachers,  chief  executives,  and  oth- 
erwise highly  competent  men  and  wom- 
en are  driven  to  helpless  frustration  by 
the  products  around  them.  In  their  of- 
fices, once-familiar  telephones  and  copi- 
ers have  suddenly  turned  silent  sabo- 
teurs, while  new  systems  that  were 
supposed  to  make  work  more  efficient — 
computers,  faxes,  electronic  mail — often 
do  just  the  reverse. 


En  route  from  the  office,  their  car 
dashboards  have  a  dizzying  array  of  dig- 
ital displays  and  their  radios  sport  a  doz- 
en tiny  buttons  too  small  to  operate. 
Once  home,  it  gets  worse.  Stress  levels 
soar  with  VCRS,  CDs,  message  machines, 
electronic  thermostats,  keypad  burglar 
alarms,  digital  clocks,  microwaves,  more 
programmable  phones,  and  home  com- 
puters. People  can't  seem  to  get  things 
to  work  right  anymore.  Their  lives  have 
become  a  nightmarish  world  of  blinks 
and  beeps. 

Enough! 

The  great  revolution  in  electronic 
products  that  promised  so  much — speed, 
efficiency,  and,  yes,  fun — is  not  deliver- 
ing. Office  productivity  isn't  going  up. 
Listening  to  music  has  been  replaced  by 
"programming."  And  VCRS?  They're  so 
painful  to  use  that  there  are  jokes  about 


them:  How  do  you  know  if  a  family  has 
a  teenager  living  at  home?  The  clock  on 
the  VCR  isn't  flashing. 

Human  engineering — or  the  lack  of 
it — has  always  been  a  problem  in  some 
products,  of  course.  But  there's  a  reason 
why  it  bedevils  us  much  more  now  than 
ever  before:  the  microchip.  Modern  elec- 
tronics has  turned  the  economics  of  de- 
sign on  its  head.  No  more  does  the  cost 
of  adding  features  limit  the  number  of 
capabilities  a  designer  can  put  into  a 
machine.  The  chip  that  was  designed  to 
perform  a  single  basic  function  can  fre- 
quently be  made  to  do  2,  3,  4.  or  50 
operations  at  negligible  cost — so  why 
not  pile  on  the  features?  Trouble  is,  too 
many  companies  wind  up  selling  com- 
plex, overloaded  gadgets  that  consumers 
can't  figure  out.  Impenetrable  manuals 
don't  help  much,  either. 


'JUST  15  M5NUTES  MORE  AND  I'LL  BE  DONE'  set  the  clock  on  this 

FIRST-GENERATION  VCR  BY  HITTING  'SET'  AND  'SELECT'  BUTTONS  EIGHT  TIMES.  TUNE  IN 
EACH  STATION  BY  ROTATING  TINY  SELECTOR  BUTTONS  UNTIL  EVERY  CHANNEL  IS 
CLEAR.  TO  PROGRAM,  HIT  'ON/OFF,'  'SELECT,'  AND  'SET'  BUTTONS  14  TIMES 
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Ricoh  Co.,  one  of  Japan's 

?ading  manufacturers  of 

ffice  equipment,  recently 

>und  in  a  survey  of  its  fax 

ustomers  that  nearly  95'/l 

ever  used  three  key  fea- 
tures it  deliberately  built 

ito  the  machines  to  make 

hem  more  appealing.  The 

ustomers   either  didn't 

now  these  features  exist- 

d,  didn't  understand  them, 

>r  didn't  know  how  to  use 

hem.  An  Ogilvy  &  Mather 

urvey  of  VCR  owners  re- 

:ently  found  that  only  3% 

»f  their  total  TV  viewing 

ime  went  to  shows  that 

vere  recorded  in  advance 

ising  the  VCR's  program- 
ing feature.  Hardly  any- 
>ne  used  his  or  her  VCR  ex- 
:ept  to  play  rented  movies. 
revolt.  The  marketing  im- 
plications of  overwhelming 
consumers  with  all  these 
complex  and  rarely  used 
features  may  be  more  pro- 
found than  companies  real- 
ize. Manufacturers  of  con- 
sumer products  are  not 
only  losing  the  interest  of 
their  customers  but  they're  also  alienat- 
ing them.  People  have  come  to  believe 
that  somehow  it's  their  fault  that  they 
can't  master  these  products.  They  have 
been  made  to  feel  like  technological  illit- 
erates. And  they  don't  like  it. 

Indeed,  a  revolt  seems  to  be  brewing 
that  could  shake  up  the  world  of  elec- 
tronic and  electronic-bedecked  prod- 
ucts— everything  from  stereos  to  wash- 
ing machines.  "People  are  rebeling 
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BUTTONS  FROM 

HELL  THIS  OLD  REMOTE 
HAS  ROW  UPON  ROW  OF 
CLOSELY  SPACED  BUTTONS 
OF  THE  SAME  SMALL  SIZE  AND 
SAME  DARK  COLOR.  SONY'S 
MINIMALIST  REMOTE  DOES 
ALL  YOU  REALLY  WANT 


against  the  devil  of  design,"  says  Bill 
Moggridge,  president  and  director  of  ID 
Two,  an  award-winning  design  house 
based  in  San  Francisco.  "People  have 
been  burned  by  a  kind  of  design  hell 
so  many  times  that  they  feel  terribly 
cheated." 

The  big  Japanese  makers  that  all  but 
monopolize  U.  S.  consumer  electronics 
are  feeling  the  heat.  "We've  been  get- 
ting more  and  more  complaints  about 


the  difficulty  of  using 
VCRs,"  says  Yuichi  Oku- 
mura,  general  manager  of 
the  product-planning  unit  in 
JVC's  Video  Products  Div. 
"All  video  makers  have 
been  working  hard  to  make 
them  simpler." 

They  are  making  some 
progress.  Thus  the  new 
generation  of  VCRs  with  on- 
screen programming  that 
walks  people  through  the 
steps  required  to  tape  to- 
morrow's TV  shows.  Hita- 
chi's VTM-141A  even  pro- 
vides instructions  in 
English,  Spanish,  and 
French.  The  RCA  and  GE 
lines  of  VCRs  include  VCR- 
Plus,  which  uses  the  seven- 
digit  codes  listed  in  local- 
television  guides  to  directly 
program  TV  shows. 

Not  to  be  outdone,  Mitsu- 
bishi Electric  Corp.  is  sell- 
ing the  first  CD  changer 
that  has  on-screen  com- 
mands. "The  way  we  see 
it,"  read  the  Mitsubishi  ads 
in  several  major  stereo 


magazines,  "you  shouldn't 
have  to  spend  the  best  years  of  your  life 
figuring  out  how  to  work  your  audio 
equipment." 

This  trend  to  simplicity  is  hardly  limit- 
ed to  Japanese  VCRs.  Philips,  the  Dutch 
electronics  giant,  is  coming  out  with  a 
group  of  consumer  electronics  called 
Easy  Line.  It  will  sell  easy-to-use  clock 
radios,  VCRs,  and  tape  players.  "We  de- 
cided to  eliminate  unnecessary  complex- 
ity and  design  products  that  were  easier 
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'EVEN  I  CAN  DO  IT!'  menus  on  the  tv  screen  of  this  new  jvc  unit  walk 

YOU  THROUGH  RECORDING  AND  PROGRAMMING.  A  FOUR-STEP  CHOICE  IS  MADE  BY 
PRESSING  'SELECT,'  'SET,'  AND  'TIMER'  BUTTONS  ON  THE  REMOTE.  ALL  STATIONS  COME 
PRETUNED.  BUT  SETTING  THE  ?  #  !!*  %  CLOCK  IS  STILL  A  PAIN 


t  PROGRAM 

2  STATUS  SET 

3  CLOCK  SET 

4  CHANNEL  SET 

SELECT  (1-4) 
PRESS  (MENU)  T 
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pes, 


to  operate  for  everybody,"  says  Robert 
Blaich,  managing  director  of  Philips'  cor- 
porate industrial  design  group. 

Hut  there's  a  long  way  to  go.  Right 
now,  most  home  and  office  products  are 
simply  technology  platforms,  not  ma- 
chines created  for  human  use.  "The 
guys  who  are  designing  most  of  these 
complex  technological  products  are  such 
teenies  that  they  think  it's  natural  for 
everybody  to  hold  down  four  buttons 
and  twiddle  a  knob  at  the  same  time," 


and  look  down  to  read  the  directions  in 
the  cramped  space.  No  wonder  people  go 
up  to  the  new  phones  first,  because 
they're  cleaner  and  perhaps  more  inter- 
esting-looking, then  bolt  for  the  old,  sim- 
ple ones.  Kelley  believes  they  just  don't 
have  the  time  to  figure  out  how  to  use 
the  new  ones. 

Or  how  about  the  new  car  stereo  that 
holds  the  frequencies  and  formats  for  all 
U.  S.  radio  stations?  When  you  set  off 
on  that  cross-country  drive,  your  radio  is 


it's  a  bank  cash  machine  or  a  Patric 
missile. 

Designers  who  have  contemplated  th 
dilemma  of  high-tech  overload  say  tha 
just  a  few  design  principles  can  mak 
the  difference  between  a  product  tha 
intimidates  and  one  that  is  not  just  a< 
cessible,  but  enjoyable.  Follow  the  rules 
and  the  products  become  comprehens 
ble,  manageable,  and  likely  to  succeec 
Break  them,  and  the  machines  will  driv' 
people  away,  taking  sales  with  them. 
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'WILL  IT  BEAM  ME  UP,  TOO?'  if  you  need  FtASH,  mute,  hyphen,  ceear,  program,  memo,  secret, 

AUTO/STORE,  TIME/DAY  STAMP,  TWO  tINES,  AND  AN  ANSWERING  MACHINE,  BUY  THE  PHONE  ON  THE  tEFT.  BUT 
THE  AT&T  PHONE  AND  ANSWERING  MACHINE  ON  THE  RIGHT  DO  95%  OF  WHAT  MOST  OF  US  WANT 


says   David  Kelley, 
president  of  DKD,  one 
of  the  top  industrial- 
design  firms  in  Silicon 
Valley.  "They're  so 
out-of-touch  that  they 
can't  believe  anyone  would  have  trouble 
doing  it.  Insensitivity  to  the  user  is  a  big 
problem  with  them." 

Kelley  cites  the  example  of  the  Bell 
operating  companies,  which  he  says 
have  turned  a  lot  of  people  off  with  the 
new  public  telephones  they  introduced 
into  airports.  The  phones  take  all  kinds 
of  credit  cards  and  allow  the  caller  to 
use  up  to  half  a  dozen  different  carriers. 
But  the  complex  instruc- 
tions and  the  dizzying  se- 
ries of  numbers  that 
have  to  be  pushed  make 
punching  up  a  simple 
long-distance  call  an  ex- 
ercise in  frustration. 
Worse,  the  positioning  of 
the  instructions  some- 
times makes  it  painful 
for  persons  wearing  bifo 
cals  because  they  have 
to  tilt  their  heads  back 


supposed  to  switch  automatically  to  the 
station  that  plays  your  kind  of  music. 
All  you  have  to  do  is  find  out  how  to 
program  your  city  of  origin,  your  direc- 
tion, and  your  choice  of  classical,  jazz,  or 
rock  music.  Better  not  lose  that  manual. 
follow  the  rules.  At  one  time,  the 
electronics  market  worshiped  products 
with  these  kinds  of  bells  and  whistles. 
Complexity  was  equated  with  high-tech 
sophistication.  The  reality,  however,  is 
that  "complexity  is  actually  a  sign  of 
technological  immaturity,"  says  Daniel 
T.  Ling,  IBM's  manager  of  human  fac- 
tors. Simplicity  of  use  is  the  true  mark 
of  any  well-designed  product,  whether 


And  all  the  rules  boil  down  to  one 
thing:  Be  obvious.  A  machine  should  be 
designed  so  that  customers  can  look  at 
it,  understand  it,  and  figure  out  how  to 
use  it — quickly.  Forget  manuals.  Indus- 
trial designers  and  manufacturers  have 
discovered  that  there  is  an  inverse  ratio 
between  the  reading  needed  to  learn 
how  to  operate  a  product  and  the  use  of 
that  product. 

One  way  to  make  a  product  obvious  is 
to  clarify  its  functions  and  provide  feed- 
back that  guides  the  user  through  all 
the  operations.  A  dialogue  between  ma- 
chine and  user  is  established  so  that  us- 
ers can  see  what  they  are  actually  doing. 


AS  FOR  THE  WORDS... 

'Plain  English'  is  a  language  unknown  in 
most  of  the  manuals  that  are  supposed  to 
help  us  use  electronic  products.  Here  are 
four  examples  of  instruction  technobabble: 
I  An  early-model  VCR  2  A  very  popular 
clock  radio/ tape  machine  3  A  command 
for  word-processing  software  4  Just  a 
plain  stereo  receiver 


I 

After  pretuning,  if  you  wish  to  change  the  real  channel  numbei 
to  correspond  to  the  actual  pre-runed  station,  press  the  CH  NO 
SET  button  after  calling  up  the  corresponding  channel  positior 
number  on  the  display  and  enter  the  desired  channel  number 
using  the  READ  OUT  buttons  ("10"  and  "1").  The  "1"  buttoi 
changes  the  figures  of  the  units  digit:  numerals  0  to  9  are  available 
The  "10"  button  changes  the  figure  of  the  tens  digit:  blank, 
numerals  1  to  9,  U  and  C  are  available. 
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Take  Citibank's  automated-teller  ma- 
chines. The  screen  clearly  tells  the  cus- 
tomer what  all  the  possibilities  are  and 
how  to  get  to  them.  When  mistakes  are 
made,  it  flags  them  and  points  the  way 
for  you  to  get  back  on  track  easily.  Most 
important,  the  single  most  popular  func- 
tion— taking  money  out — is  made  crystal 
clear  in  the  on-screen  menu.  Citibank 
has  designed  an  electronic  product  for 
stressed-out  people  in  a  hurry.  The  same 
can  be  said  for  Direct  Access,  Citibank's 
banking-by-computer  program. 

The  new  generation  of  faxes  and  tele- 
phones increasingly  contains  liquid-crys- 
tal displays  doing  the  same  thing.  They 
take  you  through  the  options  you  choose 
then  tell  you  when  the  task  is  done.  Phil- 
ips is  even  using  LCDs  on  its  new  refrig- 
erators. With  all  the  functions  piled  onto 
even  mundane  kitchen  appliances  these 
days,  displays  are  the  only  way  to  figure 
out  how  to  make  them  work. 

Without  feedback,  even  a  superb  ma- 
chine can  fail  m  the  marketplace.  Back 
in  1980,  the  market  rejected  Xerox 
Corp.'s  8200  office  copier.  It  was  the 
first  time  in  Xerox'  history  that  people 
had  balked  at  the  company's  copiers,  and 
no  one  knew  why.  Technologically,  the 
product  was  impressive.  It  was  the  most 
advanced  machine  available,  packed  with 
lots  of  on-board  computer  intelligence. 
And  it  worked  perfectly  in  the  lab. 
human  factor.  The  problem  was  that 
the  engineers  had  piled  so  many  complex 
features  onto  the  copier  that  casual  us- 
ers, who  in  the  past  had  been  able  to 
operate  Xerox  machines  easily,  could  not 
make  it  work.  "Xerox'  strategy  at  that 
time  was  to  grow  by  expanding  the  use 
of  collating,  enlarging,  reducing,  and 
other  fancy  features,"  says  Arnold  S. 
Wasserman.  Wasserman  led  the  Indus- 
trial Design/Human  Factors  Design 
Center  at  Xerox'  Palo  Alto  Research 
Center  (PARC)  between  1980  and  1986, 
then  became  vice-president  for  corporate 
industrial  design  at  Unisys  Corp.  and 
was  this  month  made  dean  of  art  and 
design  at  New  York's  Pratt  Institute. 
"The  only  problem  was  that  no  one  paid 
attention  to  the  human  interface — to  the 
user,"  he  recalls.  "People  had  to  wade 
through  buttons  and  visual  noise  and 
manuals  for  all  features,  including  the 
most  frequently  used  one,  copying  a 
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page  or  two."  Old  customers  abandoned 
Xerox  for  simpler  Japanese  machines, 
and  Xerox'  share  of  the  U.  S.  copier  mar- 
ket plummeted. 

Wasserman  took  two  years  to  rede- 
sign the  controls  on  the  new  model. 
Working  closely  with  John  Reinfrank 
from  RichardsonSmith,  a  major  Ohio- 
based  industrial-design  firm,  he  devel- 
oped a  new  overall  design  strategy  for 
Xerox.  He  brought  in  anthropologists, 
sociologists,  cognitive  scientists,  and — 
surprise — repair  personnel  who  were  ac- 
tually in  touch  with  the  people  who  used 
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the  machines.  In  the  end,  Wasserman 
was  able  to  devise  very  clear  graphic 
displays  for  the  complex  copiers.  These 
showed  people  how  to  operate  the  most 
used,  basic  function — copying  a  page  or 
two — and  took  them  through  more  com- 
plex operations  only  when  they  request- 
ed it.  The  new  generation  models  have 
touch-screen  menus  that  provide  options 
and  easy  instructions. 

Wasserman's  work  at  Xerox  PARC  led 
to  a  major  discovery:  People  don't  mind 
trouble  as  long  as  they  can  understand 
what's  wrong  and  correct  it.  But  for 
that  they  need  feedback. 
"We  provided  displays 
and  maps  of  the  copiers' 
insides  to  show  paper 
flow  and  how  to  fix  pa- 
per jams,  the  most  com- 
mon trouble  with  copi- 
ers," he  says.  "We  saw 
that  a  machine  must  pro- 
vide the  user  with  tools 
to  manage  trouble." 

Of  course,  the  simplest 
way  to  make  products 
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HIGH-END  STEREO: 
SIMPLICITY  FOR  A  PRICE 


■  f  there's  a  guide  to  the  future  design 
H  of  electronic  products,  then  it  may  be 
I  found,  strangely  enough,  in  music. 
The  high-priced  world  of  "high-end"  au- 
dio equipment  provides  a  glimpse  into 
what  it  would  be  like  if  all  our  home  and 
office  equipment  were  designed  specifi- 
cally for  enjoyment  and  easy  use. 

High-enders  are  audiophile  fanatics 
forever  searching  for  the  "perfect" 
sound.  They  are  supported  by  a  small 
band  of  U.  S.  and  British  entrepreneurs. 
These  aficionados  eschew  the  complex- 
ity— not  just  the  mediocrity — of  mass- 
produced  equipment  for  the  simplicity  of 
hand-assembled  audio  electronics.  Their 
motto:  Less  is  often  more. 

High-end  audio  equipment  typically 
has  few  buttons  and  fewer  flash- 
ing lights.  Indecipherable  manuals 
are  verboten.  "We  have  an  audio 
system  that  sells  for  $150,000," 
says  Andrew  Singer,  owner  of 
Sound  by  Singer  Ltd.  in  New 
York.  "It  takes  me  30  seconds  to 
show  a  customer  how  to  use  it, 
and  he  never  has  to  ask  me 
again."  There  are  just  three  con- 
trols: volume,  balance,  and  selec- 
tion, which  chooses  among  CD, 
tape  deck,  and  other  sources.  "The 
point  is  to  play  music,"  says  Sing- 
er, "not  to  operate  a  computer." 
soft  touch.  One  look  at  a  Pro- 
ceed PCD  2  compact  disk  player 
and  the  audiophile's  minimalist 
philosophy  becomes  perfectly 
clear.  The  face  of  the  player  has 
just  five  buttons,  clearly  marked 
on  a  clean  gray  surface:  "play," 
"stop."  "pause,"  "preview"  to  go 
back,  and  "next"  to  jump  ahead. 
The  machine  is  not  low  and  horizontal 
like  most  Japanese  models  but  built  like 
a  bread  box,  putting  the  controls  closer 
to  eye-level.  A  button  marked  "draw- 
er"— to  extend  the  shelf  for  the  compact 
disk — is  off  to  the  side,  along  with  other 
controls  that  can  shuffle  songs  around. 
The  buttons  are  soft.  Friendly.  "Most  of 
the  American  audio  equipment  has  just  a 
few  controls,  and  that's  it."  says  Michael 
Kay  at  Lyric  Hi-Fi  in  New  York. 

At  $2,150,  the  Proceed  CD  is  pricey. 
But  its  maker,  Madrigal  Audio  Laborato- 
ries Inc.  in  Middletown.  Conn.,  put  the 
money  into  producing  better  sound.  In 
Japanese  CDs  priced  that  high,  the  cost 
tends  to  go  into  a  multitude  of  program- 
ming functions  and  displays. 


The  minimalist  approach  can  even  be 
found  in  some  lower-priced  equipment. 
The  NAD  5325  CD  player  sells  for  just 
under  $300.  And  it  is  simple.  The  Boston- 
based  Anglo-American  company  markets 
its  products  as  "bringing  extremely  high- 
quality  performance  into  a  machine  that 

is  easy  to  operate  " 

homegrown.  As  the  audiophiles  tell  it, 
the  American  consumer  is  a  victim  of 
Japanese  marketing.  In  the  1950s  and 
early  60s,  turntables,  speakers,  and  tun- 
ers were  almost  all  made  in  the  U.  S.  or 
Britain.  Remember  such  names  as  Dyn- 
aco  and  Garrard?  Then,  the  Japanese 
came  in  with  new  solid-state  products. 
"They  brainwashed  Americans  into 
thinking  more  is  better,  that  lights  and 


MADRIGAL'S  CD  PLAYER:  MINIMALIST  CONTROLS 


buttons  were  more  important  than  play- 
ing music,"  complains  Singer. 

By  the  time  compact  disks  replaced 
vinyl  records,  the  Japanese  had  taken 
nearly  all  of  the  U.  S.  stereo  market.  By 
then  a  group  of  homegrown  startups  had 
begun  a  grass-roots  rebellion.  Led  by 
Audio  Research  Corp.,  Mark  Levinson, 
and  others,  these  rebel  audiophiles  start- 
ed building  high-end  equipment  design- 
ed for  great  music,  not  for  computer 
proficiency. 

Now  the  wheel  may  be  coming  around 
again.  Some  60%  of  the  high-end  audio 
equipment  built  in  the  U.  S.  is  exported 
to  Japan.  The  Japanese,  it  seems,  know  a 
good  thing  when  they  hear  it. 

By  Bruce  Xussbaum  in  Neiv  York. 


easy  to  use  is  just  to  dump  those  fea- 
tures people  don't  use  very  often.  Delib- 
erately strip  it  down.  Avoid  the  tempta- 
tion to  constantly  test  the  limits  of  the 
microchip.  If  economics  doesn't  restrain 
designers,  designers  must  restrain  them- 
selves— a  wholly  new  design  discipline 
born  of  the  electronic  age.  "Who  in  the 
world  programs  three  weeks  of  TV  ahead 
of  time?"  asks  Doug  Spranger,  principal 
at  Human  Factors  Industrial  Design  Inc. 
in  New  York.  "Who  has  the  time  or 
energy  to  do  that?  Why  do  we  need 
those  functions  in  a  VCR  or  anything 
else?" 

The  answer,  for  most  people,  is — you 
don't.  Nowhere  is  the  clutter  of  needless 
features  more  obvious  than  in  the  world 
of  music  (box).  With  the  dozens  of  knobs 
and  buttons  on  most  CD  players,  receiv- 
ers, tape  decks,  and  remotes,  it  is  diffi- 
cult to  remember  that  the  primary  pur- 
pose of  all  this  electronic  apparatus  is 
just  one  thing:  to  play  music.  "I  don't 
know  why  the  Japanese  put  so  many 
buttons  on  their  machines,"  complains 
Michael  Kay.  owner  of  Lyric  Hi-Fi  Inc., 
a  well-known  high-end  audio  store  in 
New  York.  "They  have  given  us  pro- 
gramming, and  programming  is  not  mu- 
sic. Programming  means  computers." 
buried  information.  Not  even  that,  it 
turns  out.  The  rebellion  against  hard-to- 
use  electronic  products  is  sweeping  the 
computer  along  in  this  tide  of  change. 
The  frustration  felt  by  many  VCR  owners 
is  matched  by  the  anxiety  felt  by  the 
overwhelming  majority  of  computer  us- 
ers when  "system  error-G4"  flashes  on 
their  computer  screens — accompanied  by 
no  further  explanation  of  just  what  is 
wrong  and  how  to  fix  it.  That  informa- 
tion is  often  buried  in  some  dense,  100- 
page  manual.  Survey  after  survey  has 
shown  that  consumers  want  "plug-and- 
play"  computers.  They  want  to  turn  the 
machines  on  and  get  to  work  immediate- 
ly. They  don't  want  to  spend  hours  con- 
sulting manuals. 

Responding  to  customer  complaints, 
computer  companies  are  beginning  to 
use  the  growing  intelligence  of  electron- 
ic products  to  make  them  friendlier. 
"The  direction  is  to  use  the  ever-increas- 
ing power  of  silicon  chips  to  make  things 
easier  to  use,"  says  Bud  Tribble,  vice- 
president  for  software  engineering  at 
NeXT  Computer  Inc.,  the  company  Ste- 
ven P.  Jobs  founded  after  his  departure 
from  Apple  Computer  Inc.  "On  the  desk- 
top today,  80%  of  computing  power  is 
going  toward  ease  of  use,  such  as 
menus,  windows,  and  pop-ups.  Only  20% 
is  actually  going  toward  doing  the  job, 
such  as  calculating  your  spreadsheet." 

In  the  new  world  of  computers,  the 
metaphor  is  the  message.  The  arcane, 
character-based  commands  that  make  so 
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The  experts  say  companies 
like  yours  will  spend  $240  billion  on 
client-server  computing. 


Maybe  you  should  start  by  spending 

a  few  minutes. 


0 


It  is  not  a  fad,  or  a  vision  of  the  future. 

Client-server  computing  is  real. 

It's  the  fastest  growing  form  of 
business  computing  since  the  PC*  And 
its  rewards  are  tempting:  Tremendous 
power  for  the  dollar.  Longer  hardware 
lifecycles.  Lower  training  costs.  Less 
maintenance.  Faster  time-to-market. 
Better  workgroup  productivity. 

So  what  exactly  is  client-server 
computing? 

Ideally,  it  combines  a  PC's  ease-of- 
use  with  the  computing  power  of  far 
larger  systems.  It  lets  people  locate 
information  on  computers  throughout 
the  company  —  without  having  to 
know  where  to  look,  or  how  to  get 
there.  And  it  inspires  workgroups  to 
collaborate  in  entirely  new  ways. 

These  ideals  are  not  just  Sun's. 
They're  shared  by  every  vendor  of 
client-server  computing. 

What  makes  Sun*  different  is  how 
we  accomplish  them: 

1)  We  put  the  focus  of  computing 
power  wherever  it  can  do  you  the  most 
good  —  on  the  desktop,  on  the  server, 
or  split  between  the  two. 

2)  We  build  everything  into  our 
desktop  workstations  that's  needed  for 
true  client-server  computing  (RISC 
processing,  multitasking,  Ethernet, 
e-mail,  audio,  a  graphical  user  inter- 
face, and  plenty  of  memory  and 
storage). 

3)  We  give  you  a  simple,  consist- 


ent way  to  work  within  applications, 
access  files,  print,  send  mail,  and  man- 
age network  resources. 

4)  We  offload  processing  from  host 
computers  to  servers  and  workstations 
—  your  system  can  grow  without  limits, 
and  in  less  costly  increments. 

5)  We  integrate  all  of  your  com- 
pany's computers,  so  you  can  draw 
upon  the  data,  applications,  and  proc- 
essing power  of  every  computing 
resource  on  the  network. 


That's  what  we  do. 

Now  here's  how  we  did  it. 

The  luxury  of  nothing. 

Nine  years  ago,  when  Sun  began  to 
explore  client-server  computing,  we 
had  a  huge  advantage  over  other  com- 
puter companies. 

We  had  no  proprietary  technology 
to  protect. 

Our  engineers  were  free  to  design 
a  total  client-server  environment. 
An  environment  that  would,  over  time, 


embrace  promising  new  concepts  in 
computing,  such  as  RISC  processing, 
object  management,  and  digital 
imaging. 

All  those  years,  we  were  free  to 
pick  and  choose  only  those  technolo- 
gies that  made  the  most  sense  in  a 
client-server  environment.  And  when 
we  did  choose,  we  chose  only  one: 

One  operating  system.  One  hard- 
ware platform.  One  networking  sys- 
tem. One  graphical  interface. 

That  way,  Sun  was  able  to  devote 
itself  to  perfecting  a  single,  integrated 
client-server  approach. 

Which  leads  us  to  another  advan- 
tage Sun  had  in  its  favor: 

By  starting  out  with  a  completely 
open  mind,  we  ended  up  with  com- 
pletely open  technology. 


Open  to  anything. 


From  the  beginning,  we  were  deter- 
mined that  a  Sun  system  should 
include  the  hardware,  networks,  and 
databases  you  already  use. 

Today,  every  Sun  workstation 
and  server  is  powered  by  the  SPARC  " 
microprocessor,  running  the  UNIX"" 
operating  system,  accessible  by  the 
OPEN  LOOK s  graphical  user  inter- 
face, and  linked  together  in  the  ONCT' 
networking  environment. 

Each  of  these  technologies  was 
designed  on  open  industry  standards; 
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or,  where  no  existing  standards  were  to 
be  found,  we  made  ours  available  to  the 
rest  of  the  computing  world. 

Consequently,  Sun  client-server 
systems  can  give  users  uncomplicated 
access  to  all  of  your  existing  comput- 
ers —  even  those  running  proprietary 
operating  systems  such  as  Ultrix,  AIX, 
OS/2,  VMS,  and  Macintosh. 

Still,  we  weren't  satisfied  just  to 
make  our  systems  compatible  with 
your  equipment. 

We  also  wanted  them  to  be  com- 
patible with  your  people. 

What  you  don '/  see  is  what  you  get. 

Long  ago,  we  asked  ourselves: 

Could  people  exploit  the  full 
power  of  UNIX,  without  seeing  strange 
messages  like  /dev/fd,0a  on/mnt:  Invalid 
argument? 

Could  a  systems  administrator 
manage  an  integrated,  multivendor 
network,  without  seeing  its  underlying 
complexities? 

Could  a  software  developer  design 
around  a  graphical  user  interface, 
without  seeing  a  line  of  its  code? 

The  answers  are  yes,  yes,  and  yes. 

We've  made  client-server  comput- 
ing simpler  for  users  by  giving  them 
a  graphical  interface  that's  as  intuitive 
as  Macintosh  or  Windows"  3.0.  Nearly 
2,500  software  applications  run  on  Sun 
systems  —  a  growing  number  of  which 
are  now  committed  to  the  OPEN  LOOK 
environment  —  including  Lotus"  1-2-3® 
WordPerfect,5  and  others  you  may 
already  be  using. 


We've  made  system  administration 
simpler  with  SunNet'M  Manager.  It's 
a  powerful  set  of  tools  that  actually  uses 
the  network  to  manage  itself. 

We've  made  life  simpler  for  soft- 
ware developers,  too.  With  more  than 
400  Sun  and  third-party  CASE  tools. 

Is  it  really  worth  it? 

The  Wall  Street  Journal,  Mitsubishi 
Bank,  New  Zealand  Inland  Revenue, 
Northwest  Airlines,  Xerox,  Shell  Oil, 
NYNEX,  and  hundreds  of  other  re- 


We  not  only  protected  our  investment, 
we  improved  it.  Existing  host  systems 
and  PCs  can  be  put  to  more  efficient 
use  as  network  servers  and  clients. 
Offload  some  of  a  mainframe's  tasks 
to  other  servers,  and  you  could  even 
prolong  its  life  expectancy. 

We're  no  vendor's  prisoner.  The  open 
technologies  of  SPARC,  UNIX,  OPEN 
LOOK,  and  ONC  give  companies  the 
freedom  to  choose  among  vendors  for 
the  price  and  performance  that  suits 
their  needs. 


The  next  investment  is  ours. 

Simply  return  this  coupon,  or  call 
1-800-233-7472,  ext.  422.  We'll  send  you 
a  complete  package  of  useful  informa- 
tion. We'll  also  invite  you  to  meet  with 
a  Sun  representative. 

After  reading  this  ad,  you  already 
know  more  about  client-server  com- 
puting than  most  of  your  competitors. 
Call  us,  and  we'll  tell  you  the  rest. 


Na 


spected  corporations  around  the  world 
are  using  Sun  client-server  systems  today. 
This  is  what  they  report: 
We  get  more  computing  for  the  money. 
Companies  find  that  a  network  of 
Sun  servers  and  workstations  accom- 
plish more  work  in  less  time  than  the 
costlier  host  systems  they  had  previ- 
ously used. 

We're  cutting  costs  and  raising  profits. 
For  example,  a  Canadian  insurance 
company's  Sun  system  reduced  over- 
head expenses  by  55%,  and  boosted 
profits  by  30%. 


Tell  me  more. 

I  \  Send  me  your  client-server  overview. 
Q  Tell  me  about  Sun  workstations. 
Q  Tell  me  about  Sun  servers. 
Q  Tell  me  about  Sun  networking. 
Q  Call  me  for  an  appointment. 
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Function/Title  - 

Company  

Address  


Telepho 


Please  mail  this  coupon  to: 
Sun  Microsystems,  Attn:  Corporate  Marketing 
2550  Garcia  Avenue  PAL1-507,  Mountain  View,  CA  94043 


#>sun 

The  purest  form 
of  client-server  computing: 
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many  IBM-based  programs  difficult  to 
use  are  quickly  giving  way  to  the  graph- 
ical world  of  icons  and  pictures  made 
popular  by  Apple's  Macintosh.  The  meta- 
phor used  on  the  screen — the  classic  is 
the  Mac's  use  of  a  trash  can  for  dump- 
ing unwanted  files — makes  the  comput- 
er far  more  accessible  to  the  general 
population. 

"Metaphors  are  a  way  to  draw  a 
strong  analogy  to  things  people  use  in 
the  real  world,"  says  Darryl  Rubin,  vice- 
president  for  applications  strategy  at  Mi- 
crosoft Corp.  It's  no  accident  that  the 
company's  Windows,  based  on  pictures 


and  menus,  is  the  fastest-selling  soft- 
ware around. 

Displaying  information  in  a  way  that 
people  can  understand  and  use  is  so  im- 
portant in  the  growing  service  economy 
that  a  whole  new  discipline,  information 
design,  is  beginning  to  take  form. 
Graphic  designers  are  joining  with  prod- 
uct designers,  social  scientists,  and  engi- 
neers to  create  new,  user-friendly  "inter- 
faces," from  bank  statements  to 
computer  screens.  The  aim  is  to  make 
information  easy  to  comprehend  and 
hard  to  forget — a  formula  for  busy  peo- 
ple doing  too  many  things  at  once. 


Too  little  time  and  too  much  stress  is 
a  major  reason  that  many  people  are  so 
unhappy  with  the  complexity  of  the  ev^ 
eryday  products  in  their  lives.  Simplicity, 
not  gadgetry,  appears  to  be  the  code 
word  for  the  90s.  "I  tell  the  Japanese 
that  time  is  a  critical  factor  in  our  lives 
now  and  complexity  in  products  means 
wasted  time  for  most  of  us,"  says  Soh 
rab  Vossoughi  of  Ziba  Design  Inc.  in 
Beaverton,  Ore.  It's  a  message  that  com 
panies  around  the  world  are  beginning 
to  heed. 

By  Bruce  Nussbaum  in  New  York  and 
Robert  Neff  in  Tokyo  with  bureau  reports 


THE  WAR  ON  INFORMATION  CLUTTER 
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racing  to  do  your  taxes,  you  reach 
for  Form  1040 — and  find  instruc- 
tions so  arcane  that  you  mutter  a 
vengeful  curse  at  the  Internal  Revenue 
Service.  Or,  trying  out  a  new  computer 
program,  your  eyes  cross  at  the  string  of 
commands  it  requires — and  at  the  two- 
inch-thick  manual  purporting  to  be  in  En- 
glish. Or,  checking  a  statement  from 
your  stockbroker,  you're  staggered  by 
the  profusion  of  numbers,  symbols,  and 
abbreviations,  all  in  tiny  print. 

These  are  horror  stories  of 
the  Information  Age,  the 
graphical  counterpart  of  de- 
signing products  for  excess. 
Too  often,  what  we  want  to 
find  in  documents,  manuals, 
graphs,  maps,  and  computer 
screens  is  all  but  lost  in  a 
mishmash  of  visual  junk.  "It 
drives  people  crazy,  costs 
them  money,  and  it's  all  un- 
necessary," says  Alan  Siegel, 
chairman  of  Siegel  &  Gale 
Inc.,  a  New  York  corporate 
identity  and  graphic  commu- 
nications company.  "People 
have  the  right  to  clarity  in 
what  they  read." 
easy  skimming.  Fortunately, 
that  right  is  now  being  recog- 
nized. A  discipline  has 
emerged  that  calls  for  design- 
ing the  display  of  information  in  much 
the  same  way  as  consumer-friendly  prod- 
ucts are  designed:  for  lucidity  as  much 
as  style.  Called  information  graphics,  or 
"infographics,"  it's  a  new  approach 
that's  tapping  wisdom  accumulated  over 
the  centuries  by  master  typographers, 
artists,  and  mapmakers. 

Information  designers  are  tackling  the 
sophisticated  and  the  mundane.  They're 
creating  ways  of  graphing  the  floods  of 
data  that  supercomputers  spew  forth, 
thus  detecting  fleeting  trends  and  pat- 


terns. They're  also  remaking  everyday 
documents,  from  sports  pages  to  utility 
bills.  Pacific  Bell  has  hired  Richard  S. 
Wurman,  author  of  Information  Anxi- 
ety, to  revitalize  its  yellow  pages. 
Among  Wurman's  innovations:  dividing 
the  directory's  2,300  categories  into  large 
groups  for  easy  skimming.  The  IRS  has 
used  Siegel  &  Gale  to  make  its  forms 
less  confusing  to  taxpayers. 

The  guru  of  the  information-design 
movement  is  Edward  R.  Tufte,  a  statisti- 
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THE  MAC'S  ON-SCREEN  MENU  IS  THE  CURRENT  STANDARD  FOR  CLARITY 


cian  and  professor  of  political  science  at 
Yale  University.  His  main  message: 
Don't  strip  graphics  of  information  and 
gussy  them  up  just  to  reach  the  TV-ad- 
dled. Instead,  make  every  mark  on  the 
page  carry  meaning.  That  way,  people 
can  learn  more  with  less  effort.  Indeed, 
his  first  book,  The  Visual  Display  of 
Quantitative  Information,  champions 
lucidity  above  all  and  attacks  any  form 
of  visual  clutter  as  "chartjunk."  A  com- 
mon example:  fake  three-dimensional 
perspectives  added  to  otherwise  simple 


bar  charts,  which  distract  the  eye  and 
add  no  useful  information. 

In  his  latest  book,  Envisioning  Infor- 
mation, Tufte  has  collected  striking  ex- 
amples of  how  multidimensional  informa- 
tion, such  as  choreographic  notation,  has 
been  displayed  on  the  two-dimensional 
surface  of  paper — what  he  calls  "flat- 
land."  But  his  influence — and  that  of  in- 
fographics in  general — is  spreading 
quickly  to  the  computer  screen,  the  new 
visual  frontier. 

set  in  stone.  As  computers 
grow  more  complicated,  tre- 
mendous energy  is  being 
spent  to  make  them  commu- 
nicate better  with  people  vi- 
sually. IBM  called  Tufte  in  to 
help  with  the  look  of  its  Pre 
sentation  Manager,  a  graphi- 
cal program  that  employs  col- 
ors. But  Tufte  says  he's  more 
enamored  of  XeXT  Computer 
Inc.'s  black-and-white  work- 
station. The  XeXT  screen  has 
much  higher  resolution,  Tufte 
says,  and  thus  is  easier  to 
read  and  use. 

Good  information  design 
can  do  more  than  just  im- 
prove user-friendliness.  At 
the  Vietnam  War  Memorial, 
Washington's  most-visited 
monument,  it  stirs  emotions. 
As  viewers  approach  the  two  converging 
black-granite  slabs,  Tufte  says,  they  see 
at  a  glance  the  enormity  of  58,000  dead. 
Up  close,  they  find  each  soldier's  name 
listed  in  chronological  order  of  death, 
thus  grouping  the  names  of  those  who 
served  and  died  together.  Maya  Ying 
Lin's  stark  design  adds  a  poignancy  that 
would  have  been  lost  had  the  names  sim- 
ply been  listed  alphabetically,  as  in  some 
giant  granite  telephone  book. 

By  John  W.  Verity,  with  Jessie  Na- 
thans, in  New  York 
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Westinghouse.  People  rely  on 
our  transport  refrigeration 
in  over  80  countries  around  the  world. 


The  next  time  you're 
enjoying  fann-fresh  produce  or  a 
juicy  steak,  remember  this  unex- 
pected name — Westinghouse. 

Our  Thermo  King 
subsidiary  is  the  world  leader  in 
transport  refrigeration  technology 
and  products  for  trucks,  trailers, 
and  containers.  Thermo  King 
invented  transport  refrigeration  in 


1938,  revolutionizing  the  way 
perishables  were  delivered. 

Today,  Thermo  King- 
equipped  vehicles  transport  all 
kinds  of  perishables — everything 
from  produce  and  film  to 
chemicals  and  pharmaceuticals — 
in  more  than  80  countries  around 
the  world.  Controlling  cargo 
temperatures  within  one  degree 
to  ensure  freshness. 


And  Thermo  King  is 
backed  by  the  industry's  largest 
dealer  support  network. 

Thermo  King  technology. 
Just  one  more  reason  why  the 
best-known  unknown  company  in 
America  is  a  company  you  should 
get  to  know  better. 


You  can  be  sure... if  it's  Westinghouse 
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THE  WAREHOUSE  CHAIN  IS  ATTRACTING  THE  AFFLUENT  BY  OFFERING  MORE  UPSCALE  ITEMS 


CORN  FLAKES,  AISLE  1. 
CADILLACS,  AISLE  12 


Costco  is  winning  by  experimenting  with  the  no-frills  format 


As  a  retail-marketing  professor  at 
Babson  College  outside  Boston, 
Douglas  Tigert  already  knew 
about  Costco  Wholesale  Corp.  and  mem- 
bership warehouses  that  sell  goods 
cheap  in  a  no-frills  environment.  But 
even  he  was  surprised  at  the  bargain  he 
got  when  he  visited  Costco's  Danvers 
(Mass.)  location.  His  local  dealer  was 
charging  $320  for  two  new  Michelin 
tires,  but  Costco  was  selling  the  same 
tires  for  only  $163  the  pair.  So  on  Apr. 
10,  he  plunked  down  $30  for  a  year's 
membership  at  Costco,  bought  the  tires, 
and  had  them  installed — all  in  under  40 
minutes.  "I'm  a  confirmed  Costco  shop- 
per," Tigert  says  enthusiastically. 

These  days,  thousands  of  people  are 
becoming  confirmed  Costco  shop- 
pers. They  join  the  giant  member- 
ship warehouse  chain  to  stock  up  on 
basics,  such  as  toilet  paper  and  de- 
tergent, and  to  splurge  on  fancier 
offerings,  such  as  steak,  asparagus, 
and  personal  computers. 

The  eclectic  selection  and  a  will- 
ingness to  experiment  help  explain 
why  Costco  has  the  fastest-growing 
sales  in  the  fasvest-growing  sector 
in  retailing.  Analysts  are  predict- 
ing Costco's  sales  for  its  fiscal 
1991,  which  ends  in  August,  will 
rise  307s  to  $5.3  billion.  Al-  A 


though  its  overall  revenues  place  it 
third,  behind  projected  sales  of  $9.3  bil- 
lion for  Wal-Mart's  Sam's  chain  and  $6.6 
billion  for  San  Diego's  Price  Co.,  Cost- 
co's same-store  sales  growth  is  the  best 
(chart).  Costco's  69  warehouses  now 
slightly  outnumber  the  locations  for 
Price  Co.,  whose  founder,  Sol  Price, 
started  the  membership-warehouse  in- 
dustry in  1976.  Costco  snares  have  rock- 
eted 607  since  Jan. 
to  $77  recently. 
The  hot  streak  at 
Costco  isn't  going 
unchallenged. 
Although 


COSTCO'S  HOT  STREAK 


68  BUSINESS  WEEK/APRIL  29,  1991 


same-store  sales  growth  at  Price  has 
drooped,  Sam's  Wholesale  Clubs  are 
coming  on  strong.  Sam's  bought  a  big 
piece  of  market  share  with  last  year's 
purchase  of  Wholesale  Club  Inc.  Sam's 
executives  have  improved  same-store 
growth  by  widening  their  product  mix 
and  aggressively  pursuing  small  busi- 
nesses as  customers.  And  Sam's  is  open- 
ing warehouses  fast  in  the  Northeast 
the  same  territory  Costco  has  targeted 
for  growth. 

James  D.  Sinegal,  Costco's  president, 
plans  to  counter  the  threat  from  Sam's 
by  keeping  up  the  pace  of  innovation 
Sinegal,  who  founded  Costco  with  Chair 
man  Jeffrey  H.  Brotman,  has  a  wealth 
of  experience  to  draw  on.  Before  open 
ing  the  first  Costco  store  in  Seattle  in 
1983,  Sinegal  worked  as  executive  vice- 
president  of  Price  Clubs  and,  for  23 
years  before  that,  rose  through  the 
ranks  at  Fed-Mart  Corp.,  a  California 
discount  chain  also  founded  by  Sol  Price. 
an  experiment.  The  first  Costco  stores 
were  simple  knockoffs  of  the  Price 
Clubs — vast,  stripped-down  emporiums 
that  sold  nonperishable  household  items 
at  deeply  discounted  prices,  both  to  reg- 
ular shoppers  and  to  mom-and-pop  busi- 
nesses. But  in  1986,  Sinegal  started  ex- 
perimenting. He  decided  to  sell  fresh 
vegetables,  meat,  and  baked  goods.  Be- 
cause he  insisted  on  having  butchers  and 
bakers  preparing  items  on  the  spot,  the 
move  raised  labor  costs — a  big  hazard  in 
a  business  where  pretax  margins  can  be 
only  2%. 

But  Sinegal  persisted — he  was  confi- 
dent his  frugality  would  keep  Costco's 
overall  costs  under  control.  Costco  head- 
quarters in  Kirkland,  Wash.,  for  exam- 
ple, occupy  a  small  two-story  building  in 
a  warehouse  district.  Sinegal's  "office" 
is  a  desk  on  an  open  floor  shared  with 
all  the  other  employees.  Costco  does  not 
advertise  and  refuses  to  accept  credit 
cards  because  they  cost  too  much  to  ad- 
minister. And  Costco  warehouses 
are  simple  affairs,  where  shoppers 
dodge  forklift  trucks  delivering  new 
wares.  "We're  not  all  that  pretty," 
says  Sinegal. 

Sinegal's  gamble  with  fresh  foods 
paid  off  by  bringing  customers  back 
more  frequently.  Now,  65  of  Cost- 
co's warehouses  have  butcher  shops 
and  bakeries  of  their  own.  Sinegal 
pioneered  in-store  discount  pharma- 
cies as  well. 

Sinegal  also  found  that  he  could 
attract  more  affluent  customers 
by  offering  more  than  mun- 
dane groceries  and  office  sup- 
plies. "They  tempt  you  with 
these  delicious  impulse  items,"  says 
Carol  Farmer,  a  marketing  consultant 


DATA;  COMPANY  REPORTS,  MONTGOMERY  SECURITIES,  PRUDENTIAL  SECURITIES 


MARKETING 


when  you 
think  copiers 
think  Mita. 


inzataza 


^^^*^mm  mm  mm  mm  Ttfm  wm  wm  Ens  mm 


mital mital  mital  mita\ mital  mits 


mital  mital  mital  mital  mita 


1    .  ml    miJa*  mitalmitaimitaym 
mitajmital  mtta\  mital  mital  mil 
mjta\  mita\  mitx\  mital  mi to!  mt 
mital  mttal  mita\  m,7a| 

mitalmnalmttay  m/fa|  „.v\|  ^. 

tta   


53  EU 


the  image  specialist. 

For  more  information  write: 
Mita  Copystar  America  nc 
PO  Box  3900,  Peona  Illinois 
61614.  or  calM -800- ABC-M  TA. 
ri99l  Mita  Copystar,  Inc. 


conomics 


who  shops  at  Costco  for  her  business  in 
Boca  Raton,  Fla. 

The  impulse  items  are  a  varied  lot — 
Dom  Perignon  champagne,  Ralph 
Lauren  suits,  Kitty  Kelley's  biography 
of  Nancy  Reagan.  And  they  go  at  tempt- 
ingly low  prices.  Bo  Cheadle,  a  Mont- 
gomery Securities  analyst,  paid  $5,500 
i'or  a  baby  grand  piano  at  Costco  that 
would  normally  go  for  $8,000.  "Costco 
does  a  fantastic  job  of  merchandising," 
he  says.  Price  Club,  too,  offers  upscale 
items,  but  most  consultants  give  higher 
marks  for  creativity  to  Costco. 

As  more  customers  have  heard  about 
Costco  and  signed  up  for  membership, 
average  annual  sales  per  warehouse 
have  soared  from  $40  million  in  1987  to 
an  estimated  $75  million  for  1991.  With 
costs  per  store  relatively  fixed,  the  reve- 
nue increases  have  boosted  margins.  As 
a  result,  profit  is  expected  to  rise  63$ 
this  year,  faster  than  overall  revenues, 
to  $80  million. 

new  ploys.  For  all  their  profitable  inno- 
vations, Sinegal  and  his  store  managers 
still  have  to  hustle  to  keep  ahead  of 
the  competition.  Price,  for  example,  first 
rejected  the  idea  of  selling  fresh  meat 
and  vegetables  as  too  costly.  But  now, 
it  and  other  membership  warehouse 
clubs  have  started  their  own  fresh-pro- 
duce departments. 

Sinegal  is  doing  some  more  copying 
himself.  Price,  for  example,  has  come  up 
with  an  interesting  marketing  ploy — sell- 
ing cars  at  low  fixed  prices  that  Price 
has  already  negotiated  with  local  deal- 
ers. Not  to  be  outdone,  Sinegal  has 
started  aggressively  peddling  every- 
thing from  Cadillacs  to  motor  homes  at 
several  Costco  stores.  He  is  also  playing 
with  more  new  formats.  The  latest  is  a 
home-improvement  section,  complete 
with  paint,  lumber,  lighting,  and  plumb- 
ing supplies.  Sinegal  says  he  will  tinker 
with  this  concept  for  a  year  before  decid- 
ing on  a  companywide  launch. 

While  he  experiments  with  new  for- 
mats, Sinegal  is  pushing  hard  into  the 
Northeast,  where  he  is  scrambling  to 
build  business  fast  in  a  territory  that 
has  relatively  few  membership  ware- 
houses. Most  Costco  stores  operate  in 
Florida  and  on  the  West  Coast,  but  two 
recently  opened  up  in  Massachusetts. 
Four  more  openings  are  slated  next  year 
for  Massachusetts,  Connecticut,  New 
Jersey,  and  Long  Island. 

As  Sinegal  sees  it,  the  tough  times  in 
the  Northeast  will  push  hard-pressed 
white-collar  types  into  warehouses  for 
the  first  time.  Once  they've  seen  his 
wares,  he  figures,  they  will  keep  coming 
back.  If  he's  right,  when  the  recession's 
over  even  moiv  people  will  be  likely  to 
buy  a  baby  grand  along  with  the  tuna 
fish  and  detergent. 

By  Dori  Jones  Yang  in  Seattle,  with 
Geoffrey  Smith  in  Boston 
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HOW  RELIABLE  IS  THE 
CONSUMER  PRICE  INDEX? 
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It's  pretty  accurate  on  prices  but  off  the  mark  on  shopping  habits 


The  consumer  price  index  is  fast  be- 
coming the  Rodney  Dangerfield  of 
economic  statistics.  It  just  doesn't 
get  any  respect  these  days.  Indeed,  tak- 
ing potshots  at  the  CPI,  the  most  often 
used  inflation  measure,  has  become  a 
favorite  sport  among  forecasters.  "The 
monthly  CPI  report  should  be  like  a  ciga- 
rette package,"  says  Lawrence  A.  Kud- 
low,  chief  economist  at  Bear,  Stearns  & 
Co.  "Warning:  Excess  confidence  in  this 
index  can  be  damaging  to  your  invest- 
ment health." 

One  reason  economists  are  so  critical 
may  well  be  that  the  CPI,  compiled  by 
the  Labor  Dept.'s  Bureau  of  Labor  Sta- 
tistics, hasn't  behaved  as  expected  dur- 
ing this  recession.  Even  with  March's 
small  0.1'*  gain  in  the  CPI 
excluding  food  and  energy, 
the  "core"  rate  of  inflation 
is  rising  at  a  rapid  5.5% 
from  a  year  ago.  But  eco- 
nomic theory  holds  that 
the  inflation  rate  should 
slow  during  a  recession. 
shopping  spree.  Does  the 
CPI  deserve  all  this  disre- 
spect? To  find  out,  this 
writer  spent  a  day  with  the 
BLS  with  two  questions  in 
mind:  How  accurately  does 
the  government  pick  up 
price  changes,  and  more 
important,  does  the  data 
collection  bear  close  resem- 
blance to  the  real  world 
where  most  of  us  spend 
our  money?  The  answers 
seem  to  be  that  the  BLS 
does  a  good  job  on  the  accuracy  front. 
But  improvement  could  be  made  to  re- 
flect how  most  consumers  actually  shop. 

On  Apr.  11,  I  paired  up  with  Rena 
Brunner,  a  BLS  field  economist,  who  has 
spent  the  past  15  years  checking  prices. 
For  three  weeks  of  every  month,  Brun- 
ner and  350  other  data  collectors  visit 
the  nation's  shopping  malls,  hospitals, 
and  other  suppliers  of  consumer  goods 
and  services  to  compare  price  changes 
from  month  to  month.  On  any  given  day, 
a  BLS  worker  can  gather  30  to  70  differ- 
ent prices,  but  on  this  day,  Brunner  will 
collect  prices  for  about  a  dozen  items 


representing  categories  that  account  for 
about  one-third  of  the  CPI. 

Collecting  data  for  95,000  items  may 
seem  overwhelming.  But  there  is  a 
method  to  this  pricing  madness.  The  BLS 
surveys  consumers  every  year  on  what 
they  buy  and  every  four  years  on  where 
they  buy  it.  And  because  these  two  re- 
ports show  that  many  people  buy  pro 
duce  in  the  C-Town  market  in  Jersey 
City,  N.  J.,  Brunner  starts  the  day  there, 
checking  the  fruit  and  vegetable  prices. 

Brunner  inspects  a  display  of  limes 
where  a  sign  says  "3  for  99<t."  That's  the 
same  as  in  March — so  there's  no  infla- 
tion, right?  Not  necessarily,  Brunner  ex 
plains.  "We  always  weigh  products  that 
are  sold  as  units  just  to  see  if  they're 
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smaller  or  bigger."  And  sure  enough, 
three  limes  now  weigh  in  at  5  ounces, 
compared  with  March,  when  they  tipped 
the  scale  at  8  ounces.  So  instead  of  no 
price  change,  the  cost  per  ounce  of  lime 
has  skyrocketed  by  60%. 
no  switching.  The  visit  to  the  produce 
section  shows,  however,  a  major  short- 
coming of  the  CPI.  The  index  is  a  fixed- 
weight  index.  That  is,  each  item  carries 
the  same  importance  from  month  to 
month,  and  none  can  be  substituted  for 
another  product  in  the  survey. 

Because  items  cannot  be  switched,  the 
CPI  misses  an  important  way  that  con- 
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sumers  deal  with  inflation:  They  simply 
idon't  buy  a  product  that  becomes  too 
expensive.  For  instance,  Brunner  only 
checks  the  price  of  Macintosh  apples. 
But  a  consumer  might  buy  the  Golden 
Delicious  variety  if  it's  cheaper.  Same 
fruit,  less  cost.  The  CPl's  rigid  product 
mix  is  one  reason  why  the  price  deflator 
used  for  consumer  spending — which  cap- 
tures substitution — is  up  by  just  4.5?!, 
while  the  CPI  has  accelerated  (chart). 

Another  criticism  of  the  CPI  is  the  use 
of  list  prices.  By  haggling  or  offering  to 
pay  cash  instead  of  using  a  credit  card, 
shoppers  can  often  get  a  discount  from 
the  list  price,  and  de- 
tractors say  the  CPI 
misses  this.  But  a  trip 
to  a  car  dealer  shows 
that  the  BLS  does,  in- 
deed, try  to  capture  the 
art  of  the  deal. 

At  DiFeo  Buick  in 
Jersey  City,  Brunner 
checks  the  prices  of 
three  models.  First  she 
compares  the  March 
and  April  list  prices  for 
a  basic  car  and  selected 
option  packages.  Then 
Brunner  asks  Sales 
Manager  Robert  Caro- 
selli  how  much  of  a  dis- 
count buyers  have  been 
getting.  Caroselli  gives 
estimates  for  each  mod- 
el, and  all  seem  more 
generous  than  the  con- 
cessions made  in  March. 

Brunner  says  that  car 
dealers  are  a  source  of 
frustration  for  data  col- 
lectors because  there  is 
no  way  to  verify  the  ac- 
curacy of  the  discount 
estimate.  Each  custom- 
er may  buy  the  same 
car  at  a  different  price.  Caroselli  admits 
that's  true.  "A  regular,  loyal  customer 
or  someone  with  a  trade-in  may  do  bet- 
ter," he  says.  And  especially  in  today's 
sluggish  market,  he  adds,  "we'll  do 
whatever  we  have  to  do  to  make  a  deal." 
chic  BOUTIQUES.  After  the  car  dealer- 
ship, Brunner  heads  to  a  discount  store 
to  price  infant  apparel.  Clothing  items 
have  strong  seasonal  patterns,  and  in 
April,  prices  are  taken  for  spring/sum- 
mer baby's  sleepwear,  which  is  on  sale 
at  30%  off  the  March  price.  The  other 
survey  item,  a  sleeper  for  autumn  and 
winter,  is  already  off  the  shelf,  however. 
Brunner  won't  start  looking  for  that 
item  until  August,  when  the  store  will 
roll  out  its  colder-weather  fashions. 

Pricing  baby  clothes  is,  of  course,  nec- 
essary, but  I'm  a  bit  more  interested  in 
the  inflation  rate  for  women's  apparel. 
Gathering  these  prices  is  trickier  be- 
cause of  the  wide  range  of  retailers  and 


the  variety  of  styles.  Brunner  says  the 
survey  covers  chic  boutiques,  depart- 
ment stores,  and  discount  outlets.  And 
since  retailers  change  women's  clothing- 
styles  frequently  during  the  year,  it  can 
be  difficult  to  track  the  price  of  a  specif- 
ic dress.  Instead,  a  data  collector  may 
look  for  a  dress  with  the  same  cut  and  in 
the  same  fabric.  This  ensures  consisten- 
cy between  the  monthly  reports,  but  it 
doesn't  mimic  the  behavior  of  shoppers 
who  may  opt  for  a  cheaper  wool-blend 
dress  over  a  pricier  pure-wool  outfit. 

Even  with  the  problems  of  fashion 
styles  or  new-car  discounts,  the  price  of 
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RUNNER  IN  JERSEY  CITY:  LIMES  ARE  STILL  3  FOR  99<, 

BUT  A  DROP  IN  WEIGHT— FROM  8  OZ.  TO  5  OZ. — MEANS  THEY'RE  UP  BY  60% 


goods  poses  less  of  a  challenge  for  the 
BLS  than  does  the  task  of  pinning  down 
service  prices.  One  reason,  which  econo- 
mists have  harped  on,  is  that  the  BLS 
does  not  adjust  the  changes  in  prices 
that  come  from  improvement  in  the 
quality  of  services,  especially  medical 
care,  which  is  one  of  the  fastest-growing 
components  of  the  CPI. 

At  the  Jersey  City  Medical  Center, 
Brunner  checks  the  prices  for  certain  lab 
tests  and  emergency-room  procedures, 
which  haven't  changed  much  since 
March.  She  explains  that  the  numbers 
picked  up  by  the  BLS  are  costs  set  by  the 
government's  diagnostic-related  group 
(DRG)  plan.  That  program  was  started  in 
order  to  rein  in  soaring  medicaid  and 
medicare  expenses  and  is  now  used  by 
private  insurance  companies.  The  prob- 
lem is  that  DRG  prices  change  only  once 
or  twice  a  year,  while  the  hospital's  la- 
bor and  other  costs  may  be  rising.  More 


important,  these  prices  don't  show  if  the 
patient  is  picking  up  a  larger  share  of 
the  tab  in  the  form  of  higher  deduct- 
ibles. So  the  DRG  prices  don't  reflect  the 
costs  that  most  consumers  will  pay  or 
the  costs  to  the  hospitals. 

In  services,  however,  no  part  of  the 
CPI  has  come  under  as  much  fire  as  the 
housing  component,  especially  the  seg- 
ment called  homeowners'  equivalent 
rent,  which  accounts  for  19%  of  the  total 
index.  Since  about  two-thirds  of  the  pop- 
ulation own  the  home  they  live  in,  deter- 
mining changes  in  the  costs  of  running  a 
home  is  key  to  measuring  rises  in  the 
overall  cost  of  living. 
The  BLS  once  used  mort- 
gage payments  when 
calculating  housing  in- 
flation. But  in  the 
1970s,  the  acceleration 
in  home  prices  and  in- 
terest rates  caused 
mortgage  payments  to 
skyrocket,  sending  the 
entire  CPI  upward.  The 
problem  was  that  only  a 
small  percentage  of 
households  were  actual- 
ly taking  out  new  mort- 
gages. Instead,  the  BLS 
adopted  equivalent  rent, 
which  estimates  what  a 
homeowner  would  pay 
to  lease  a  home. 

To  calculate  the 
equivalent  rent,  a  house 
occupied  by  its  owner  is 
matched  up  with  a  rent- 
al unit  with  similar 
characteristics,  such  as 
same  neighborhood  and 
equal  number  of  rooms. 
Field  operators  such  as 
Brunner  then  call  the 
renters  to  find  out  what 
this  month's  rent  is. 
The  reported  rent  from  the  leased  hous- 
ing is  then  used  to  determine  what  rent 
an  owner  would  pay  for  his  or  her  home. 

Because  most  leases  are  usually  set 
once  a  year,  only  a  small  proportion  of 
rents  are  adjusted  in  any  given  month. 
That  means  it  takes  time  for  changes  in 
the  housing  market  to  show  up  in  BLS 
numbers. 

So  how  is  the  April  CPI  shaping  up? 
The  prices  checked  by  Brunner  are  only 
a  few  of  the  thousands  included  in  the 
CPI.  And  each  item  must  be  combined 
with  prices  from  other  regions  and  then 
seasonally  adjusted  by  analysts  in  Wash- 
ington. But  the  bigger  discounts  in  new 
cars  and  the  bargains  to  be  had  in  infant 
wear  suggest  that  the  recession  has  fi- 
nally slowed  inflation.  The  April  data,  to 
be  released  on  May  14,  may  post  a  small 
gain  of  about  0.2%.  But  I'm  still  a  little 
worried  about  those  soaring  lime  prices. 
By  Kathleen  Madigan  in  New  York 
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QUICKIE  BANKRUPTCIES: 
SPEED  ISN'T  EVERYTHING 


E  ere 


Prepackaged  settlements  are  catching  on — but  plenty  can  go  wrong  in  the  rush  to  restructure 


ankruptcy?  Southland  Corp. 
.would  sooner  dance  with  the  devil 
than  submit  to  the  hassles  and 
indignities  of  Chapter  11.  Still,  the  mind- 
boggling  $4.9  billion  debt  that  the  7- 
Eleven  convenience-store  chain  loaded 
on  to  thwart  a  1987  hostile  takeover  was 
exacting  its  own  hellish  toll.  Ungodly 
interest  payments  were  rapidly  draining 
coffers,  and  losses  were  mounting. 

Then,  Dallas-based  Southland  found  a 
quick  way  out  of  the  squeeze:  a  prepack- 
aged bankruptcy,  a  novel  means  for  cor- 
porations in  potentially  terminal  finan- 
cial distress  to  avoid  many  of  the 
problems  associated  with  conventional 
bankruptcies.  Prepacks  are  becoming  all 
the  rage  among  the  walking  wounded  of 
1980s'  overleveraging. 
'not  even  funny.'  Conventional  bank- 
ruptcy cases  typically  last  years,  siphon- 
ing off  vast  amounts  in  legal  fees  and 
management  energy  as  creditors  war 
with  management  and  one  another  to 
hammer  out  a  reorganization  plan.  A 
company  using  a  prepack  can  emerge 
from  bankruptcy  within  a  few  months — 
just  four  for  Southland,  which  exited 
Chapter  11  on  Mar.  •">.  To  do  a  prepack, 
the  company  must  put  together  a  plan 
and  secure  the  approval  of  a  minimum 
of  51$  of  the  creditors,  holding  at  least 
two-thirds  of  the  debt  before  filing  for 
bankruptcy.  The  plan  then  needs  a  bank- 
ruptcy judge's  approval. 

What's  overlooked  is  that  prepacks 
are  not  a  panacea  for  every  troubled 
company.  They  require  a  fortuitous  mix 
of  canny  planning  and  enough  amenable 
creditors.  Plus,  the  process  risks  rushing 
a  company  out  of  court  with  a  half- 
baked  reorganization  plan,  thus  setting 
it  up  for  another  fall. 

Prepacks,  further,  are  not  always  kind 
to  minority  creditors.  Because  they  tele- 
scope the  process,  prepacks  permit  the 
majority  to  ram  plans  down  dissenting 
creditors'  gullets  more  easily  than  con- 
ventional bankruptcies.  That  may  be  the 
fate  of  minority  bondholders  of  Bally 
Manufacturing  Corp.'s  Grand-Nevada 
casino  units,  which  announced  its  inten- 
tion to  file  a  prepack  on  Apr.  2.  With 


just  one-quarter  of  the  debt,  the  minor- 
ity would  see  the  interest  rates  and  face 
values  of  their  12%  and  13%  bonds 
slashed.  Backing  the  plan  are  owners  of 
higher-ranked  first-mortgage  11%% 
bonds,  who  have  three-quarters  of  the 
debt.  They  keep  their  paper  intact  and 
gain  control  of  Bally's  two  Nevada  casi- 
nos. Grouses  Mark  F.  C.  Berner  of  An- 
derson Kill  Olick  &  Oshinksky,  attor- 
neys for  the  minority  bondholders: 
"Bally's  is  giving  us  a  fait  accompli." 
Bally  has  not  yet  filed  its  plan. 

Still,  the  prepack  idea  has  attracted 
many  fans.  Says  Martin  J.  Whitman,  a 
managing  director  of  Whitman,  Heffer- 
nan  &  Rhein,  an  investment  firm  spe- 
cializing in  distressed  securities:  "A 


prepack  can  be  so  superior  to  other 
methods  of  restructuring  that  it's  not 
even  funny." 

Prepacks  have  been  around  at  least 
since  the  1978  overhaul  of  the  federal 
bankruptcy  code.  Not  until  1986,  though, 
did  a  major  company,  Crystal  Oil  Co., 
use  one.  Last  year,  the  idea  began  tak- 
ing off.  Half  a  dozen  prepacks  have 
been  filed  recently  (table).  Reason:  The 
leverage  binge  of  the  1980s  created 
more  debt  to  squabble  over  and  more 
creditors  to  do  the  squabbling,  produc- 
ing a  need  to  fast-forward  the  system. 
Tax-law  changes  last  fall,  which  likely 
will  boost  bankruptcy  filings  by  penaliz- 
ing restructurings  outside  of  Chapter  11, 
make  that  need  even  more  acute.  And 
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(repacks  are  welcomed  by  judges,  who 
vant  to  clear  jammed  dockets. 

The  biggest  prepack  to  date,  Southl- 
and, seems  sure  to  spur  the  trend.  The 
leal  also  offers  useful  lessons  for  future 
>repackers.  Southland  opted  for  the  ma- 
leuver  after  all  else  failed.  For  much  of 
.990,  it  tried  to  avoid  Chapter  11  by  ask- 
ng  creditors  to  exchange  their  debt 
i'or  paper  paying  much  lower  interest 
•ates,  with  some  stock  thrown  in  as  a 
sweetener.  An  owner  of  a  $1,000  Southl- 
and bond  paying  18%  annual  interest 
vould  get  a  new  bond  worth  $257  and 
raying  4% — "taking  a  haircut,"  in  Wall 
street  parlance — plus  11  shares  of  stock, 
initially,  too  many  of  the  company's 
,'reditors  balked.  Southland  had  to 
sweeten  the  deal  to  win  over  the  re- 
quired majority. 

Lack  of  adequate  creditor  support  has 
doomed  several  prepack  efforts.  Look  at 
Interco  Inc.,  the  St.  Louis  footwear  and 
furniture  maker,  which  was  trapped  by 
the  $2.8  billion  recapitalization  it  used  to 
elude  a  raider  in  1988.  Although  a  cash 
crunch  was  looming,  Interco's  bondhold- 
ers rejected  a  prepack  that  they  branded 
too  generous  to  bank  lenders.  Worse,  as 
its  Converse  Inc.  athletic  footwear  con- 
tinued to  lose  market  share,  Interco's 
earnings  plummeted  inexorably.  Interco, 
which  would  not  comment,  filed  for  a 
conventional  Chapter  11  on  Jan.  25. 
enhanced  prospects.  Southland,  on 
the  other  hand,  had  the  advantage  that 
its  basic  business  remained  healthy,  and 
creditors  were  optimistic  about  its  fu- 
ture. An  added  bonus  was  an  offer  by 
some  Japanese  investors,  Ito-Yokado  Co. 
and  its  affiliate,  Seven-Eleven  Japan  Co., 
to  buy  70%  of  Southland's  equity  for 
$430  million. 

Even  so,  negotiating  a  prepack  is  a 
touchy  proposition  easily  derailed  in  the 
jostling  over  money.  The  group  of  dissi- 
dent Southland  bondholders  who  object- 
ed to  the  initial  terms  of  the  deal  got 
bankruptcy  Judge  Harold  C.  Abramson 


to  disqualify  the  first 
creditors'  vote  approv- 
ing the  prepack.  "Not 
everyone  was  satisfied 
with  the  work  that  had 
been  done  for  the  bond- 
holders," says  dissident 
David  Glatstein,  presi- 
dent of  Dallas'  Barre  & 
Co.  investment  firm. 

The  legal  delay  dis- 
turbed the  Japanese  in- 
vestors, who  set  a  Mar. 
15  deadline  to  complete 
the  process.  "We  didn't 
want  this  to  drag  on 
and  lose  the  Japanese," 
says  Southland's  invest- 
ment banker,  Kenneth 
D.  Moelis,  a  managing 
director  with  Donaldson 
Lufkin  &  Jenrette  Secu- 
rities Corp.  The  company  finally  won  the 
dissidents  over  by  granting  creditors 
warrants  for  an  additional  2lA%  interest 
in  the  company. 

Though  Southland's  current  prospects 
seem  sunny,  that  is  not  the  case  for 
some  prepackers  who  leave  bankruptcy 
protection  before  they're  ready.  One  is 
JPS  Textile  Group  Inc.  Wheezing  under  a 
$460  million  debt  load  from  a  1988  lever- 
aged buyout  and  a  shaky  business  out- 
look, JPS  still  was  able  to  win  a  judge's 
prepack  O.  K.  on  Mar.  21.  But  life  will 
remain  iffy  outside  Chapter  11.  "JPS  Tex- 
tile's plan  is  a  Band-Aid,"  warns  Daniel 
G.  Harmetz,  co-manager  of  the  Fidelity 
Capita]  &  Income  Fund,  a  distressed-se- 
curities investor. 

To  retain  their  majority  stake  in  the 
company,  Odyssey  Partners  and  other 
LBO  partners  appeased  creditors  by  in- 
vesting some  new  capital.  But  they  im- 
posed only  a  light  trim  on  the  debt — no 
reduction  in  principal  and  only  a  26%- 
reduction  in  JPS's  interest  burden.  Ac- 
cording to  company  financial  records, 
available  cash  will  then  barely  cover  in- 
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A  PARADE  OF  PREPACKS 


Reorganization 
plan  approved 

Months  in 
Chapter  1 1 

REPUBLIC  HEALTH 

Health  care  services 

Aug.  28,  1990 

8 

LASALLE  ENERGY 

Natural-gas  pipeline  hold- 
ing company 

Sept.  24,  1990 

3 

CIRCLE  EXPRESS 

Trucking  outfit  now  known 
as  Intrenet 

Nov.  15,  1990 

2 

SOUTHLAND 

Convenience  store  chain 

Mar.  5,  1991 

4 

JPS  TEXTILE 

Textiles 

Mar.  21,  1991 

1 

BALLY'S  GRAHD-HEVADA 

Subsidiary  of  Bally  Mfg., 
a  gambling  concern 

Plan  not  yet  filed 

TAJ  MAHAL 

Donald  Trump's  Atlantic 
City  casino 

Plan  not  yet  filed 

DATA:  BW,  BANKRUPTCY  DATASOURCE 

terest.  Considering  the  textile  industry's 
current  woes,  some  analysts  consider 
the  company's  cash  projections  optimis- 
tic. A  JPS  spokeswoman  pointed  out  that 
the  prepack  had  been  backed  by  nearly 
all  creditors,  but  she  declined  to  address 
the  company's  business  prospects. 

Although  most  prepacks  have  been 
useful  deals  for  companies  and  creditors, 
the  major  beneficiaries  are  often  so- 
called  vulture  investors.  These  sly  souls 
buy  debt — typically  at  huge  discounts — 
of  companies  they  reckon  to  be  on  the 
verge  of  Chapter  11.  They  bet  on  being 
able  to  tender  the  bonds  at  higher,  court- 
mandated  prices  or  get  equity.  Prepacks 
hasten  that  happy  day.  Financier  Carl  C. 
Icahn,  parlayed  his  vulture  purchase  of 
Southland  junk  last  fall  into  a  5%'  stake 
in  the  company.  "We  got  a  nice  return, 
and  we're  happy,"  he  says. 
SCALPED.  The  quick  returns  have  not  en- 
deared the  vultures  to  long-term  bond- 
holders who  made  their  investments  at 
par  or  close  to  par  and  suffered  a  debili- 
tating haircut.  Among  those  who  got 
scalped  on  Southland  was  the  California 
Public  Employees  Retirement  System. 
Years  ago,  it  bought  15%%  notes  for 
close  to  a  face  value  of  $30  million.  The 
pension  fund  had  to  swap  its  old  paper 
for  new  paper  worth  one-third  as  much 
and  paying  5%  interest.  "I'm  not  pleased 
with  it,  but  this  does  happen  some- 
times," says  Walton  Williams,  Calpers' 
junk-bond  portfolio  manager,  who 
backed  the  prepack  idea  as  the  best  of  a 
bad  bargain.  He  still  got  his  money  out 
sooner  than  he  would  have  under  a  con- 
ventional bankruptcy. 

Prepacks  are  no  magic  potion.  The 
best  you  can  say  is,  for  some  sufferers 
reeling  from  Chapter  11  pain,  this  new 
treatment  can  at  least  get  the  agony 
over  with  quicker  and  cheaper. 

By  Larry  Light,  with  Suzanne  Wool  ley 
in  New  York,  Stephanie  Anderson  Forest 
in  Dallas,  and  bureau  reports 
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MARKETS  &  INVESTMENTS  I 


INVESTORS  CAN'T  GET  ENOUGH 
OF  THOSE  STOCKS 


Fresh  equity  offerings  are  bringing  billions  back  into  the  market 


stock 
daily 


A Dow  Jones  industrial  average  fi- 
nally breaking  through  the  3000 
mark,  a  Standard  &  Poor's  500- 
index  posting  new  highs  almost 
and  a  once-laggard  over-the- 
counter  market  outshining  them  all. 
Whether  the  1991  hull  market  can  keep 
climbing  depends  on  the  pace  of  econom- 
ic recovery  and  an  upswing  in  corporate 
earnings.  But  there's  another  element  to 
consider:  the  flood  of  fresh  equity  offer- 
ings that  has  raised  almost  $10.3  billion 
from  mwstnr-  far  this  year.  Further- 
more, as  much  as  $70  billion  a  year  in 
new  equity  could  hit  the  market  in  the 
early  1990s.  Can  the  market  absorb  that 
kind  of  new  supply 
without  cracking? 

At  first  blush,  the  an- 
swer might  be  no.  In 
the  1980s,  takeovers,  le- 
veraged buyouts,  and 
corporate  stock  buy- 
backs  vastly  reduced 
the  supply  of  stock. 
From  1984  to  1990, 
about  $580  billion,  ap- 
proximately one-sixth 
the  market  value  of 
U.  S.  stocks,  was  taken 
out  of  the  market.  "The 
big  shrink,"  as  many 
Wall  Streeters  call  it, 
was  a  critical  force  that 
propelled  the  most  re- 
cent hull  market. 

But  the  1990s  are  an- 
other story.  Takeover 
activity  is  muted,  new 


of  this  will  shore  up  a  shaky  financial 
system  that  has  been  a  drag  on  investor 
confidence. 

"Replacing  debt  with  equity  is  a 
healthy  thing,"  says  Steven  Leuthold,  an 
investment  manager  and  market  ana- 
lyst. Lowering  interest  costs  can  in- 
crease profits  and  give  companies  a  fi- 
nancial cushion  to  help  fend  off  hard 
times  and  face  increasing  global  compe- 
tition. "We  can  imagine  the  market  af- 
fording higher  price-earnings  ratios  to 
companies  issuing  equity,"  says  Steven 
G.  Einhorn,  investment  strategist  at 
Goldman,  Sachs  &  Co. 

In  the  1980s,  the  more  leverage  a  com- 


LBOs  are  scarce,  and  most  companies  are 
more  interested  in  husbanding  cash  than 
buying  back  shares. 

'HEALTHY  THING.'  The  big  shrink  is  over, 
but  that  doesn't  mean  that  this  bull  mar- 
ket will  run  out  of  steam.  If  anything, 
the  rush  to  equity  increases  the  chances 
that  storks  will  keep  rising.  New  equity 
financing  by  well-established  companies 
will  repair  debt-laden  balance  sheets 
built  up  (luring  an  eight-year  borrowing 
binge.  Dozens  of  companies  taken  pri- 
vate in  leveraged  buyouts  will  need  to 
reduce  debt  by  selling  stock  to  the  pub- 
lic. Banks,  too,  must  turn  to  the  equity 
markets  to  raise  at  least  $7  billion  to 
meet  their  tougher  capital  standards.  All 


pany  had,  the  better  the  market  liked  it. 
"Investors  now  see  the  issuance  of  equi- 
ty as  a  positive,"  says  Frederic  M.  See- 
gal,  co-head  of  corporate  finance  at  Salo- 
mon Brothers  Inc.  Indeed,  they  do.  FUR 
Nabisco  Holdings  Corp.  raised  $1,125  bil- 
lion from  the  Apr.  11  stock  sale  in  order 
to  reduce  its  $17.5  billion  in  debt.  The 
shares  have  since  climbed  another  6%. 

The  surge  in  initial  public  offerings  by 
smaller  growth  companies  is  also  a  big 
plus  for  the  economy  (table,  page  76).  It 
opens  the  doors  of  the  capital  markets  to 
entrepreneurial  outfits  that  have  been 
shut  out  for  years.  Indeed,  the  IPO  mar- 
ket is  rife  with  health  care  and  high-tech 
stocks,  which  come  from  the  fastest- 


growing  sectors  of  the  U.  S.  economy 
Robert  Natale,  who  writes  Standard  & 
Poor's  Corp.'s  Emerging  and  Specia 
Situations,  warns  that  if  the  IPOs  are 
priced  way  out  of  line,  it  could  be  a  sign 
of  too  much  speculation  in  the  market 
But,  he  notes,  "the  deals  so  far  have 
been  pretty  reasonable." 
in  the  pipeline.  Companies  of  all  sizes 
are  queuing  up  to  sell  stock.  Besides  the 
$10.3  billion  already  raised  this  year 
there's  an  additional  $2.9  billion  in  regis- 
tration, according  to  IDD  Information 
Services.  Investment  bankers  say  there 
are  billions  more  that  could  go  into  the 
pipeline  soon.  "Over  the  next  year,  we'll 
see  a  quarter  or  two  with  $25  billion  or 
more  in  new  equity,"  says  Carmine  Gri 
goli,  chief  equity  portfolio  strategist  for 
First  Boston  Corp. 

While  the  public's  attention  is  focused 
on  the  IPO  market — with  stories  of 
stocks  that  double  overnight — that's  not 
where  the  biggest  bucks  are  raised.  "Ev 
eryone  focuses  on  the  IPOs,"  says  David 
Komansky,  executive  vice-president  for 
equity  markets  at  Merrill  Lynch  &  Co 
Inc.  "But  the  most  significant  portion  of 
the  equity  calendar  is 
companies  looking  for 
add-on  equity."  It's 
easy  to  see  why.  The 
average  IPO  has  raised 
about  $34  million  this 
year,  and  big  corpora- 
tions pick  up  hundreds 
of  millions  of  dollars  in 
each  secondary  offering 
(table,  page  76). 

These  offerings  re- 
ceive a  warm  welcome, 
too.  In  the  past,  prices 
usually  slumped  when  a 
company  announced 
plans  to  sell  additional 
stock,  since  the  extra 
shares  increase  supply 
and  might  also  dilute 
existing  shareholders' 
ownership.  But  now, 
huge  secondary  offer- 
ings are  being  made  without  dampening 
the  stock  price.  "Judging  from  the  re- 
sponse," says  Vikram  S.  Pandit,  a  man- 
aging director  at  Morgan  Stanley  &  Co., 
"I'd  say  the  market  already  expects  the 
new  equity." 

In  some  cases,  an  additional  offering 
of  stock  is  just  what's  needed  to  give 
share  prices  a  boost.  Adding  more 
shares  to  the  market  increases  a  stock's 
liquidity,  and  that's  paramount  for  insti- 
tutional investors.  No  matter  how  at- 
tractive a  company's  fundamentals, 
large  institutions  are  reluctant  to  buy 
stocks  that  are  little  traded,  lest  their 
own  buying  drives  the  price  too  high. 
Worse  yet,  they  fear  that  they  will  be 
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You've  analyzed.  You've  agonized.  gets  your  current  computers  working  anyone  could  do  it.  But  by  solving  tough 
You've  listened  to  all  the  experts.  And  together.  We  take  what  you  have  and  problems  for  big  companies  and  small 
now  that  the  future's  here,  where  are       make  sure  it  works  with  what  you  need.       companies  and  governments  every- 

IF  EVERYONE  WAS  PLANNING  FOR  THE  FUTURE, 
HOW  DID  THINGS  GET  SO  MESSED  UP? 


you?  Trying  to  cope  with  an  unmanage- 
able mishmash  of  computers.  A  system 
that  has  become  more  liability  than 
asset.  Are  we  overstating  the  problem? 
Not  to  the  guy  who's  got  to  tell  the  boys 
upstairs  exactly  what  went  wrong  and 
how  much  money  he  needs  to  fix  it.  But 
don't  be  rash.  Before  you  do  that,  give 
us  a  call.  We  can  develop  a  system  that 


Protecting  your  investment,  eliminating  where,  we've  become  one  of  the 

waste,  controlling  costs.  We  don't  have  largest  suppliers  of  information  tech- 

a  crystal  ball.  But  what  we  can  promise  nology  in  the  world.  Call  1-800-233- 

you  is  an  information  system  that  builds  m  BULL,  ext.  2100.  1-800-268-4144  m 

all  the  freedom  and  flexibility  you  need  Canada.  After  all,  why  have  an  informa- 

to  be  ready  for  the  future.  Whatever  tion  system  that's  confounded  by  the 


the  future  happens  to  be. 
Of  course,  we're  not  say- 
ing this  is  easy.  If  it  were, 


Worldwide 
Information 


Systems 


Bull  A 


future.  When  you  can  just 
as  easily  have  one  that's 
completely  at  home  there. 


We  solve  the  toughest  problems  in  the  world. 


Li 
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unable  to  find  a  buyer 
when  thev  want  to  sell. 
Take  the  $887.5  million  of- 
fering on  Apr.  2  of  Dillard 
Department  Stores  Inc. 
stock.  The  number  of 
shares  in  the  public's 
hands  increased  by  25%, 
yet  the  stock  price  has 
since  climbed  20' ;. 

Many  companies,  too, 
are  tapping  a  market  for 
the  old-fashioned  reason — 
to  expand  and  upgrade  op- 
erations. The  capital- 
hungry  parents  of  Ameri- 
can, United,  and  Delta 
airlines  have  all  sold  stock 
this  year.  That  will  give 
them  added  financial 
strength  and  flexibility  to 
pay  for  the  next  genera- 
tion of  airplanes.  Delta  Air  Lines  Inc.'s 
$484.4  million  stock  sale  was  its  first 
since  1962. 

weak  sisters.  Some  companies  are 
seeking  equity  to  help  fix  past  mistakes. 
In  late  February,  for  instance,  the  blue- 
chip  Westinghouse  Electric  Corp.  an- 
nounced plans  to  raise  $600  million  in 
equity  this  year.  The  company  is  selling 
shares  primarily  to  bolster  its  Westing- 
house  Credit  Corp.  unit  with  a  $525  mil- 
lion cash  infusion. 

Even  companies  in  such  beaten-up  in- 
dustries as  retailing  and  apparel  are 
planning  to  sell  stock.  Among  them: 


1 

THE  IPO  MARKET  IS  RED-HOT  . . 

• 

Company 

Date 

Offering  price 

Recent  price 

VALUE  HEALTH 

Apr.  3 

12 

18^4 

AUTOZOHE 

Apr.  1 

23 

31% 

CARENETWORK 

Mar.  26 

12 

I8V2 

MEDICAL  MARKETING  GROUP       Mar.  26 

12V2 

231A 

SONIC 

Feb.  28 

12V2 

17 

ZILOG 

Feb.  27 

11 

165/8 

...  AND  LARGE  COMPANIES  ARE  RAISING  BIG  BUCKS 

Company 

Date 

Shares 

Amount 

HOME  DEPOT 

Apr.  12 

7.5  million 

$420  million 

RJR  NABISCO 

Apr.  1 1 

100  million 

1,125  million 

BENEFICIAL 

Apr.  1 1 

3  million 

169.9  million 

DELTA  AIR  LINES 

Apr.  8 

7  million 

484.8  million 

DATA:  STANDARD  5.  POOR'S  CORP  ,  BRIDGE  INFORMATION  SYSTEMS  INC. 

AnnTaylor  Stores,  Caldor,  Filene's  Base- 
ment, and  apparel  maker  Jones  Apparel 
Group.  Says  Gilbert  Harrison,  chairman 
of  Financo  Inc.,  an  investment  bank  spe- 
cializing in  the  retail  industry:  "These 
are  the  success  stories." 

Another  good  reason  for  companies  to 
sell  equity  nowadays  is  that  shares  fetch 
a  high  price.  For  a  good  part  of  the 
1980s,  the  shares  of  corporations  on  av- 
erage sold  for  757  of  what  it  would  cost 
to  replace  the  company's  assets.  In  such 
situations,  issuing  stock  is  like  giving 
away  $1  worth  of  assets  for  75<f.  No 
wonder  few  companies  were  willing  to 


raise  equity  capital.  In 
stead,  they  borrowed  thi 
capital  they  needed.  Today 
the  market  is  pricing  com 
panies'  stock  higher  thai 
the  replacement  cost  of  th( 
underlying  assets.  Thi 
makes  equity  financing  atj 
tractive  to  many  thai 
would  not  have  given  it  £ 
second  look  only  a  few 
years  ago. 

Likewise,  some  investor: 
who  would  have  given  new 
offerings  only  a  passing 
glance  a  few  years  ago  are 
buying  them  now.  Michael 
D.  Wolf,  a  portfolio  man 
ager  with  IDS  Equity  Advi 
sors,  points  out  that  equity 
holdings  of  foreign  inves 
tors,  private  pension  plans 
and  individuals  should  increase  in  the 
coming  years  because  they  are  well  be- 
low historical  norms.  For  instance,  equi 
ty  holdings,  including  those  in  mutual 
funds,  are  now  only  16.77'  of  household 
financial  assets,  compared  with  357  in 
1968,  the  peak  year.  Says  Wolf:  "Individ 
uals  were  net  sellers  of  stocks  during 
the  1980s,  and  they'll  be  net  buyers  in 
the  1990s."  If  he's  right,  investor  de 
mand  for  stocks  will  amply  meet  the 
swell  of  supply.  And  that  could  keep  this 
bull  market  on  a  steady  track. 

By  Jeffrey  M.  Laderman  in  New  York, 
with  Laura  Zinn  in  New  York 


TRADING  I 


WHY  IS  WALL  STREET  AFRAID 
OF  MICHAEL  BLOOMBERG? 

His  scrappy  market-data  service  has  the  big  players  scrambling 


B 


ack  in  the  1970s,  Michael  Bloom 
berg  was  flying  high.  At  age  32, 
he  was  running  the  equity  trad- 
ing desk  at  Salomon  Brothers  Inc.  and 
raking  in  big  bucks.  But  his  penchant 
for  speaking  his  mind  led  to  frequent 
clashes  with  management.  "He  thought 
he  knew  more  than  the  people  he  was 
working  for,"  says  Morris  W.  Offit, 
chairman  of  Offitbank  and  a  former  Sal- 
omon partner.  When  Bloomberg  was 
fired  in  1981,  he  seemed  like  just  another 
trader  who  had  crashed  and  burned. 

Wrong.  A  decade  later,  he  is  flying 
high  again — and  stirring  up  trouble. 
Bloomberg  runs  and  is  majority  owner 
of  one  of  the  nation's  fastest-growing 
vendors  of  financial  information.  Virtu- 


ally invisible  just  a  few  years  ago, 
Bloomberg  Financial  Markets,  which  is 
307  owned  by  Merrill  Lynch  &  Co.,  had 
estimated  sales  of  $140  million  last  year. 
Soon,  it  may  challenge  industry  giants 
Reuters  Holdings  PLC  and  Dow  Jones  & 
Co.,  owner  of  Telerate  Inc.  Bloomberg's 
worldwide  network  of  11,000  terminals  is 
small  compared  with  Reuters'  205,000 
screens  and  Telerate's  90,000.  But  both 
companies  regard  Bloomberg  seriously 
enough  that  they  have  taken  what  might 
be  construed  as  retaliatory  actions 
against  him. 

Bloomberg  already  has  a  commanding 
position  in  fixed-income  information. 
"He  dominates  the  market,"  says  Ted 
Kellogg,  a  portfolio  manager  at  Key- 


stone Investment  Management  in  Bos- 
ton. Although  other  vendors,  such  as  Te- 
lerate, offer  bond  prices,  Bloomberg  was 
the  first  to  add  sophisticated  analytical 
tools  allowing  managers  to  evaluate 
their  portfolios  under  different  interest 
rate  and  risk  scenarios. 

Yet  Bloomberg's  main  edge  is  the  vast 
scope  of  the  data  he  puts  at  money  man- 
agers' fingertips,  including  current 
prices  from  18  Treasury  dealers,  75  cor- 
porate bond  dealers,  and  many  other 
market  makers;  price  histories  on  thou- 
sands of  securities;  and  news,  research, 
and  statistics  on  15,000  companies 
gleaned  from  hundreds  of  sources. 
'nobody  comes  close.'  These  features 
are  invaluable  in  the  bond  market  be- 
cause it  lacks  any  central  pricing  or  quo- 
tation system.  "Nobody  comes  close  to 
Bloomberg  in  terms  of  the  breadth  of 
information,"  says  Nancy  Freund-Heller, 
director  of  private  placements  at  TIAA/ 
CREF,  which  has  been  replacing  its  Teler- 
ate screens  with  Bloomberg  terminals. 

Reuters  and  Dow  Jones  aren't  the 
only  ones  that  have  reason  to  be  worried 
about  Bloomberg.  Many  Wall  Street 
firms  are  also  concerned.  Bloomberg's 
aggressive  marketing  of  terminals  to  in- 
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Suppose  this  was  an  investment  opportunity. 
Which  would  you  choose? 


Introducing  Defined  Asset  Funds.  Because  seeing 
what  you're  investing  in  is  a  definite  advantage. 

Defined  Asset  Funds  are  too  good  to  be  kept  under 
wraps.  There  are  many  benefits.  You  know 
in  advance  what  you're  investing  in.  The 
securities  in  these  unit  investment  trusts 
are  professionally  selected.  Since  they're  supervised  but  not 
actively  managed,  there  are  no  management  fees. 

You  can  choose  from  a  wide  range  of  defined  port- 

Shearson  Lehman  Brothers  •  Prudential 


folios  of  bonds,  stocks  and  cither  assets  to  suit  your 
goals.  You  enjoy  reduced  risk  through  diversification. 
And  you  can  get  started  for  about  $1,000. 

Definitions,  our  new  magazine, 
will  explain  the  many  advantages  of 
Defined  Asset  Funds,  America's 
oldest  and  largest  family  of  unit  investment  trusts. 
Ask  your  financial  professional  or  call  our  toll-free 

number  for  your  free  copy.  Merrill  Lynch 
Securities  •  Dean  Witter  •  PaineWebber 


Call  1-800-422-9001, 
extension  358. 


A  free  prospectus  containing  more  complete  information,  including  all  charges  and  expenses,  is  available. 
Read  the  prospectus  carefully  before  you  invest  or  send  money. 
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stitutional  investors  is  making  them  less 
dependent  on  securities  houses,  which 
have  long  controlled  fixed-income  mar- 
ket data.  That  has  prompted  six  major 
firms,  including  Salomon,  to  form  an 
electronic  joint  venture  known  as  EJV 
Partners,  which  plans  to  offer  a  compet- 
ing service. 

But  Bloomberg  wants  to  be  much 
more  than  a  niche  player  in  financial 
information,  which  Waters  Information 
Services  estimates  to  be  a  $4.6  billion 
business.  He  has  launched  an  equities 
service  and  has  beefed  up  coverage  in 
other  markets,  such  as  mortgage-backed 
securities  and  energy.  His  boldest  ven- 


aging  director  of  Fitch  Investors 
Service,  a  bond-rating  company.  "Bloom- 
berg built  a  better  mousetrap  and  did  it 
from  the  customer's  perspective." 

Sitting  behind  a  sleek  desk  overlook- 
ing Park  Avenue,  Bloomberg  doesn't 
look  like  a  troublemaker.  His  conserva- 
tive pinstripe  suit  and  wingtip  shoes  are 
standard  issue  for  Wall  Street  execu- 
tives. His  often  raw  aggressiveness  is 
more  apparent  when  he  struts  around 
the  offices  like  a  head  trader,  snacking 
from  a  bowl  of  unbuttered  popcorn  and 
bantering  with  employees.  Bloomberg 
delights  in  outrageous,  off-the-record 
pronouncements. 


One  reason 
for  Bloomberg's 
success  is 
an  acute  sense 
of  his  market, 
the  product  of 
Ms  years 
as  a  trader 


ture  yet  is  a  60-person  financial-news 
operation  whose  reports  recently  began 
appearing  in  The  Sen-  York  Times. 

Bloomberg  is  barging  into  a  market 
that  has  claimed  more  than  its  share  of 
victims.  Such  companies  as  McGraw-Hill 
Inc.,  publisher  of  BUSINESS  WEEK,  have 
abandoned  or  scaled  back  forays  into 
electronically  distributed  news  and  mar- 
ket data.  Telerate  and  Quotron.  owned 
by  Citicorp,  have  proved  disappoint- 
ments for  their  owners.  Observes  Mike 
Holland,  managing  director  of  Salomon 
Asset  Management:  "Large  corporations 
are  strewn  along  the  road  to  where 
Bloomberg  has  already  arrived." 
'A  better  mousetrap.'  A  big  reason  for 
Bloomberg's  success  is  his  acute  sense 
of  the  market — the  product  of  years  as  a 
trader.  Most  of  his  competitors  have 
news,  software,  and  marketing  back- 
grounds. "Too  many  companies  try  to 
push  their  product  on  the  market  with- 
out bothering  to  find  out  what  the  cus- 
tomer needs,"  says  Byron  Klapper,  man- 


In  contrast  with  his  company's  modest 
size.  Bloomberg's  aspirations  might 
strike  some  as  grandiose.  He  will  allow 
himself  to  be  quoted  as  saying  he  wants 
"to  provide  issuers,  intermediaries,  and 
institutional  investors  with  everything 
they  need  to  run  their  businesses." 

Not  if  his  competitors  can  help  it.  Reu- 
ters is  getting  ready  to  launch  what  in- 
dustry wags  have  dubbed  the  "Bloom- 
berg-killer"— a  competing  fixed-income 
analysis  package.  Dow  Jones,  which  has 
been  broadcasting  its  widely  followed 
news  service  on  Bloomberg  terminals, 
will  pull  it  in  August.  Dow  Jones  spokes- 
person Roger  May  says  that  it  is  compa- 
ny policy  not  to  distribute  the  service 
through  a  news  competitor. 

Meanwhile.  EJV  is  building  a  network 
to  deliver  fixed-income  research  to  insti- 
tutional investors.  Chief  Executive 
Bruce  Peterson  says  EJV  aims  to  im- 
prove the  quality  of  data  received  by  its 
customers.  But  others  claim  that  EJV's 
real  mission  is  to  put  Bloomberg  out  of 


business.  "Firms  such  as  Salomon  anc 
Goldman  Sachs  are  afraid  they're  going 
to  lose  their  relationship  with  their  cus- 
tomers." says  Tom  Jordan,  president  oi 
Jordan  &  Jordan,  a  New  York-based  fi- 
nancial-information consultant.  Howev- 
er. Steve  Silberstein.  a  financial-technol 
ogy  consultant  based  in  Port  Wash- 
ington. N.  Y..  says  EJV  "could  pose 
threat  to  Bloomberg  because  of  the  tre- 
mendous resources  of  its  owners  in 
terms  of  information,  analytics,  and  capi- 
tal." Bloomberg  avers  that  he's  not  con 
cerned:  "EJV  is  playing  catch-up." 
missed  chance.  It's  honic  that  the  Salo 
mons  and  Goldmans  of  the  world  are 
scrambling  to  beat  Bloom 
berg  since  they  had  the 
chance  to  get  in  on  the 
ground  floor.  When  Bloom 
berg  went  knocking  on  the 
doors  of  all  the  major  Wall 
Street  firms  to  sell  a  stake 
in  his  fixed-income  system 
only  Merrill  Lynch  was  will 
ing  to  listen.  The  system 
was  initially  designed  for 
Merrill  traders  and  used 
only  Merrill  price  data.  But 
later,  it  was  greatly  expand- 
ed to  include  prices  from 
numerous  other  dealers  and 
was  offered  to  other  firms 
and  their  customers. 

Even  admirers  of  Bloom- 
berg's market  data  are 
skeptical  of  his  efforts  to  go 
head-to-head  with  Dow 
Jones  and  Reuters  in  offer- 
ing financial  news.  "To  be  a 
real  factor  in  news  requires 
many  years  and  many  dol- 
lars," says  Eric  Philo.  an 
analyst  who  covers  the  financial-news- 
and-information  industry  for  Goldman. 
Sachs  &  Co.  Bloomberg  says  the  barri- 
ers to  entering  the  news  business  have 
been  exaggerated  and  that  his  news  op- 
eration currently  costs  less  than  85  mil- 
lion annually. 

Another  problem  is  Merrill's  stake. 
Competitors  question  whether  Bloom- 
berg can  cover  markets  objectively  when 
a  brokerage  firm  is  a  minority  owner. 
His  news  chief.  Matthew  Winkler,  a  for- 
mer Wall  Street  Journal  reporter,  says 
Merrill's  stake  didn't  prevent  him  from 
running  a  negative  story  about  the  bro- 
kerage firm  shortly  after  Bloomberg 
Business  News  went  live  in  June.  1990. 
"Merrill  didn't  like  the  story,  but  they 
couldn't  argue  with  the  sourcing,"  says 
Winkler.  "When  Mike  found  out  about 
it.  all  he  said  was:  'No  guts,  no  glory.' " 
Bloomberg  has  already  shown  plenty 
of  guts.  Glory  of  the  sort  he  craves  may 
take  a  little  longer. 

By  Monica  Roman  in  Xew  York 
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original  Savin 


IHB  COPIER  OWED 

ttlNIEROfflCEMflURS, 
8  CHRISTMAS  PARTIES  NOBODY 

REMEMBERS,  AND  A  CEO  WITH 

A  NAPOLEON  COMPLEX. 


►  Ah  yes,  the  office.  Where  life  has  all  the 
predictability  of  a  soap  opera.  ►  Now  a 
Savin  Copier,  that's  something  you  can 
depend  on.  And  since  they  have  been 
known  to  last  20  years,  perhaps  the  only 
reason  you'd  need  to  replace  your  old  Savin 
is  to  get  the  full  range  capability  of  a  new 
one.  ►  Take  the  new  Savin  9710.  It  has  all 
the  features  you  need  in  this  absolutely- 
positively-have-to-have-it-now-no-excuses 


business  world.  ►  Like  high  speed  and  high 
volume  performance,  with  a  3700-sheet 
paper  capacity.  Seven  preset  enlargement/ 
reduction  modes,  with  an  eighth  you  can  set 
where  you  want.  Automatic  copying  from 
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unburst  computer  forms  so  you  don't  have 
to  stand  there  twiddling  your  thumbs.  A 
guidance  display  so  easy  even  the  mailboy 
can  use  it.  And  a  Job  Card  System  that  makes 
tedious  copying  jobs  a  breeze.  ►  So  here  are 
two  suggestions.  Avoid  your  boss  if  you  catch 
him  with  his  hand  stuck  under  his  lapel.  And 
call  Savin  today  at  1-800-52- 

sai/m 


WE  MIND  YOUR  BUSINESS. 


BY  GENE  G.  MARCIAL 

ROHR  LOOKS  AS  IF 

IT'S  READY 

TO  DO  JUST  THAT 


R 


iohr  Industries,  the  largest  inde- 
pendent maker  of  structural  as- 
semblies for  commercial  and 
military  jet  engines,  had  a  dismal 
1990 — mainly  because  of  the  plunge  in 
the  airline  business  and  costly  disputes 
over  government  contracts.  Even  so, 
Rohr's  stock  has  been  in  an  upswing, 
climbing  31%,  from  16  on  Jan.  2  to  21 
on  Apr.  16.  And  some  pros  say  Rohr's 
big  advance  has  just  begun. 

What's  the  scoop?  Rohr  Industries, 
whose  major  customers  include  the 
likes  of  Boeing,  McDonnell  Douglas, 
Airbus  Industrie,  and  Rolls-Royce,  "is 
a  very  undervalued  company  that's  on 
the  verge  of  a  smart  turnaround,"  says 
Art  Micheletti,  an  investment  manager 
at  Bailard,  Biehl  &  Kaiser  in  San  Ma- 
teo, Calif.  Rohr  makes  components, 
mainly  nacelles  (pods  that  shelter  the 
engine)  and  pylons,  which  attach  the 
engine  to  the  frame. 

Based  on  earnings  projections,  Mi- 
cheletti figures  that  Rohr  could  climb 
to  $45  a  share  in  the  next  12  months. 
He  and  several  other  big  players  have 
been  buying  shares  in  anticipation  of  a 
sharp  earnings  recovery  starting  this 
year,  including  a  big  bounce  in  pretax 
operating  margins.  Margins,  which  had 
hit  11.5%  in  1986,  slumped  to  as  low  as 
2.9%  by  1990  but  rebounded  to  some 
1%  in  the  fiscal  quarter  that  ended  on 
Jan.  31,  1991. 

firming  UP.  Earnings  are  displaying 
similar  firming  signs.  Micheletti  fig- 
ures that  Rohr  will  post  earnings  of 
$1.50  a  share  in  the  year  ending  July 
31,  1991,  and  $3  in  fiscal  1992,  vs.  a 
barely  breakeven  year  in  fiscal  1990. 

Bailard  Biehl  analyst  Brett  Berry 
notes  that  order  backlogs  have  been 
strong.  He  estimates  that  they  will  hit 
$2.6  billion  this  year,  vs.  last  year's 
$1.7  billion.  And  he  projects  a  sales  rise 
to  $1.25  billion  in  fiscal  1991,  up  from 
$1  billion  last  year.  Rohr's  operating 
>w  is  also  turning  positive.  That, 
ierry,  will  enable  the  company  to 
pare  down  long-term  debt  of  $561  mil- 
lion, t  figures  that  debt  service  is 
currently  rating  up  about  $2  a  share  in 
earnings. 

Rohr's  stock  could  get  an  additional 
upward  kick,  says  one  big  investor.  He 
believes  the  company's  solid  position  in 
the   business   has   prompted  several 


ROHR  INDUSTRIES 
IS  PUSHING  HIGHER 
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companies  to  take  a  look.  This  pro 
thinks  that  at  least  one  of  the  aero- 
space giants  will  take  a  sizable  stake  in 
Rohr.  A  company  spokesperson  says 
there  have  been  a  lot  of  rumors,  "but 
we  don't  comment"  on  them. 


A  REGIONAL  BANK'S 
WORLDWIDE  FANS 


Some  people  may  think  jsb  Finan- 
cial, the  holding  company  for  Ja- 
maica Savings  Bank,  is  an  invest- 
ment risk  because  it  operates  only  in 
recession-ridden  New  York  City  and 
environs,  with  13  branches  in  Manhat- 
tan, Queens,  and  Long  Island.  But 
some  investment  pros  think  otherwise. 

"JSB  is  the  best-capitalized  thrift  in 
our  universe — and  one  of  the  best-capi- 
talized in  the  country,"  argues  Value 
Line  analyst  Michael  Schiffman.  Even 
more  bullish  is  investment  manager  Ed 
Walczak:  "JSB  is  a  well-managed,  con- 
servatively run  bank  with  a  clean  bal- 
ance sheet  that's  definitely  worth 
much  more  than  its  stock  price." 

Walczak's  words  shouldn't  be  taken 
lightly.  He's  the  chief  investment  offi- 
cer of  Vontobel  USA,  a  unit  of  Swiss 
bank  Vontobel  in  Zurich,  with  more 
than  $11  billion  in  assets  under  man- 
agement. Walczak  notes  that  JSB's 
stock,  now  at  14%,  is  selling  well  be- 
low its  book  value  of  21. 

He  likes  the  fact  that  JSB  invests  70% 
of  its  passbook  deposits  in  federal  gov- 
ernment securities  and  only  30%  in 
mortgages  and  other  loans.  The  bank's 
nonperforming  assets  are  a  minuscule 
0.08%  of  total  assets  of  $1.6  billion, 
notes  Walczak. 
The  depositor-owned  mutual  savings 


bank  made  its  initial  public  offering  on 
June  27,  1990,  for  16  million  shares  at 
$10  a  share.  It  has  committed  itself  to 
buying  back  10%  of  its  stock  every 
year  and  has  already  purchased  the 
first  10%. 

Walczak  is  certain  that  JSB  is  take- 
over bait  because  of  its  well-capitalized 
operations.  He  notes  that  big  Califor- 
nia banks,  such  as  H.  F.  Ahmanson, 
have  been  buying  well-capitalized 
banks  with  undervalued  stocks.  Wal- 
czak thinks  JSB  could  be  worth  as  much 
as  $35  a  share  in  a  buyout. 


SWEET  SMELLS 
FROM  A  PARFUMRIE 


Some  investors  are  eagerly  await- 
ing the  planned  acquisition  by 
Jean  Philippe  Fragrances  of  two 
French  companies:  Inter  Parfums  and 
Selective  Industrie.  The  intriguing 
thing  about  this  deal  is  that  all  three 
companies  are  controlled  by  entrepre- 
neurs Jean  Madar  (Jean  Philippe's 
president)  and  Philippe  Benacin  (Inter 
Parfums'  president). 

Jean  Philippe  is  a  small  producer  of 
inexpensive  fragrances  that  tries  to  im- 
itate such  expensive  scents  as  Passion 
and  Obsession.  Jean  Philippe's  prod- 
ucts retail  for  $3  to  $15  an  ounce,  vs. 
$30  to  $200  for  its  big-name  rivals. 

The  two  French  companies  that  Jean 
Philippe  is  acquiring  are  its  major  sup- 
pliers. Inter  Parfums  makes  fra- 
grances that  Jean  Philippe  distributes 
exclusively  in  the  U.  S.  and  Canada. 
Selective  Industrie  produces  Regine 
perfume,  among  others,  which  Jean 
Philippe  sells  in  the  U.  S. 

If  the  deal  is  completed,  it  will  re- 
move conflict-of-interest  questions  that 
have  been  aimed  at  Jean  Philippe  and 
its  two  French  suppliers,  says  Sharon 
Sternberger,  an  analyst  at  Ladenburg, 
Thalmann.  She  recommended  the  stock 
in  October,  when  it  was  selling  over 
the  counter  for  about  $1.50  a  share.  It 
has  since  jumped  to  more  than  $4.  And 
some  investors  say  it's  worth  $6  to  $8 
if  the  buyout  goes  through. 

A  buyout  would  nearly  triple  Jean 
Philippe's  sales,  currently  expected  to 
hit  $8  million  this  year.  Sternberger 
figures  the  deal  won't  boost  earnings 
in  1991  since  it's  a  stock  swap,  thus 
swelling  the  number  of  shares  out- 
standing. But  she  notes  that  next 
year's  earnings  should  be  substantially 
higher  than  this  year's  estimate  of  43<t 
a  share  as  new  efficiencies  take  effect. 
Madar  also  expects  next  year's  earn- 
ings to  be  sharply  higher. 
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10  MAKE  YOUR  INVESTMENTS  NOTEWORTHY, 
IT  PAYS  10  KNOW  THE  SCORE. 

SWAPS,  interest  rate  and  currency  options,  and  all  derivatives... 
Credit  Lyonnais  is  an  established  player,  with  trading  capabilities  in  all 
capital  markets  products.  For  Capital  Markets  call  (212)  785-9224. 
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CREDIT  LYONNAIS 


NEW  YORK  •  CHICAGO  •  LOS  ANGELES  •  HOUSTON  •  SAN  FRANCISCO  •  ATLANTA  •  MIAMI  •  DALLAS  •  BOSTON 


The  Sun  SPARCstation  family 
28.5  MIPS  maximum. 


What  happened  to  the 


( )ur  maximum,  76  MIPS,  is  almost 
three  times  as  fast  as  theirs.  And 
our  new  Series  700  workstation 
family  starts  at  57  MlPS-exactly 
twice  Sun's  maximum. 

The  main  reason  for  this  enormous 
advance  is  our  proven  PA-RISC 
architecture.  It  enables  our  work- 


stations to  achieve  a  SPECmark 
of  72.2  versus  Sun's  21. 

Where  SPARC  architecture  has 
just  about  reached  its  upper  limits 
in  speed,  our  PA-RISC  has  only 
just  begun  to  fly.  It's  wide  open 
for  future  leaps  in  performance 


as  dramatic  as  the  ones  we've  just 
introduced. 

And  you  can  jump  right  in  and 
start  working  in  this  UNIX'  envi- 
ronment. The  top  applications 
are  already  pi  irted  to  our  new 
generation  of  workstations.  And 
over  2,000  multiuser  PA-RISC 


I 


l  MX  is  a  IS  registered  trademark  of  AT&T  in  the  ISA  and  in  other  countries  <         Hewlett  Packard  Company  (TWtKiir, 
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The  HPApollo  RISC  workstation  family 
76  MIPS  maximum. 


>ld  SPARC? 


applications  migrate  easily  to  the 
new  700  family. 

HP's  open  design  makes  it  simple 
to  fit  our  workstations  into  any 
multivendor  network.  This  also 
protects  your  investments  by  keep- 
ing them  open  to  future  growth 
and  upgrades. 


These  days,  staying  competitive 
is  even  more  important  than  ever. 
The  new  HP  Apollo  RISC  work- 
stations will  give  you  the  edge  for 
as  little  as  $12K  for  57  MIPS  and 
17  MFLOPS.  Or  $20K  for  76  MIPS 
and  22  MFLOPS. 

Call  1-800-637  7740,  Ext.  2039 


for  more  information.  Then, 
instead  of  just  striking  a  spark, 
you  can  set  the  world  on  fire. 


m  s. 
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ELECTRONICS  I 


SHARP'S  LONG-RANGE  GAMBLE 
ON  ITS  INNOVATION  MACHINE 


Will  its  optoelectronics  R&D  win  it  a  place  among  Japan's  giants? 


TESTING  POCKET  TVs:  SHARP  STARTED  USING  LIQUID-CRYSTAL  DISPLAYS  IN  THE  EARLY  '70s 


■jii  a  cluttered,  windowless  chamber  at 
■  Sharp  Corp.'s  Tokyo  Research  Lab- 
H  oratories,  Yoshiyuki  Higashigaki  is 
fashioning  films  of  photosensitive  dyes 
and  other  organic  molecules  that  can 
"remember"  patterns  when  exposed  to 
light.  Higashigaki's  goal:  a  "smart"  film 
that  will  function  as  a  self-contained  im- 
age-processing computer.  The  material 
would  store,  sort,  and  contrast  images 
projected  onto  it  without  help  from 
memory  chips,  microprocessors,  or  other 
conventional  hardware.  Such  films  could 
be  used  to  provide  positive  identification 
of  everything  from  handwritten  signa- 
tures on  checks  to  photographs  from  a 
police  lineup. 

It  may  take  a  while — 10  or  20  years — 
before  Higashigaki's  magical  film  comes 
to  market.  But  that's  ().  K.  with  Sharp. 
Long  a  maverick  in  consensus-minded 


Corporate  Japan,  the  $11  billion,  diversi- 
fied electronics  company  is  gaining  a 
reputation  for  calling  the  shots  right  on 
some  very  long-range  gambles.  From 
liquid-crystal  displays  on  laptop  comput- 
ers to  semiconductor  lasers  that  "read" 
compact  disks  to  the  electroluminescent 
computer  screens  aboard  America's 
space  shuttle,  Sharp  has  been  first  with 
an  impressive  array  of  optoelectronic 
technologies — unique  devices  that  corn- 


el 

was 


bine  optical  and  electronic  functions 
Now,  Sharp  is  preparing  for  its  big- 
gest test  yet — a  run  at  such  huge  rivals 
as  Matsushita  Electric,  Hitachi,  Toshiba, 
and  Sony.  President  Haruo  Tsuji  has 
just  embarked  on  a  bold  plan  to  quadru- 
ple sales  by  the  year  2000.  He  aims  to 
shrink  Sharp's  dependence  on  low-mar- 
gin consumer  electronics,  which  since 
1985  has  already  dropped  from  66%  of 
total  sales  to  about  50%.  At  the  same 
time,  he  hopes  to  parlay  the  company's 
optoelectronics  strengths  into  new  office 
equipment  niches,  such  as  filing  systems 
based  on  erasable  optical  disks,  and 
range  of  high-definition  video  products 
NO.  1  at  home.  The  trouble  is,  Sharp's 
rivals — each  four  or  five  times  as 
large — are  poised  to  attack.  Sharp  is  the 
world's  leading  producer  of  advanced 
LCDs  for  computers  and  other  gear.  In 
deed,  two  decades  of  effort  have  made  it 
the  No.  1  producer  of  optoelectronic  de- 
vices in  general,  with  147'  of  the  global 
market,  according  to  Dataquest  Inc.  But 
now,  Toshiba,  Hitachi,  NEC,  and  Matsu 
shita  are  ramping  up  LCD  production,  in 
which  manufacturing  costs  skyrocket  as 
screen  sizes  grow.  This  is  eerily  similar 
to  what  happened  in  computer  memory 
chips,  where  the  same  players  proved 
the  advantage  that  big  companies  have. 
So,  some  analysts  question  whether  a 
company  Sharp's  size  can  weather  the 
coming  gut-wrenching  cycles  of  high 
capital  spending  and  price-slashing. 

Sharp's  salvation  could  be  its  pen- 
chant for  innovation.  Although  it  got 
clobbered  during  an  industrywide  earn- 
ings slump  triggered  by  the  strong  yen 
in  1987,  it  bounced  right  back.  "It  was 
one  of  the  first  to  recover,  thanks  to 
excellent  product  development,"  says 
Daiwa  Securities  analyst  Yoshihide 
Kondo.  In  Japan,  it  has  top  market 
share  in  a  wide  range  of  products,  from 
cordless  phones  to  electronic  diaries  and 
projection  televisions.  In  America,  where 
it  gets  $2.2  billion  in  revenues,  it  is  the 
leading  supplier  of  fax  machines,  ahead 
of  Canon  Inc.  and  Murata  Mfg.  Co.  Its 
worldwide  sales  last  year  rose  8%,  and 
its  net  income  surged  15%,  to  $356  mil- 
lion— following  a  43%  jump  the  previous 
year.  "We've  been  accumulating  opto- 
electronics knowhow  for  21  years,"  Tsuji 
says.  "It's  finally  all  coming  of  age."  To 
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GLOBAL  POWERHOUSE 

Sharp's  focus  on  optoelectronics  and  specialized 
semiconductors  makes  it  the  leading  supplier  of 
key  technologies  used  in  many  familiar  products 

DATA:  YANO  RESEARCH  INSTITUTE,  BW,  COMPANY  RB>0RTS 


Laser  diodes  for  compa  <e  r 
players,  laser  printe  ays 
optical  disk  drives  ids 


40% 
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aep  that  momentum,  Sharp  is  pumping 
toney  into  an  ambitious  research  and 
avelopment  program  run  by  one  of  Ja- 
an's  top  scientists. 

It  was  in  1970  that  Sharp  targeted 
CDs — the  lightweight,  energy-efficient 
.reens  invented  at  RCA — even  as  other 
apanese  electronics  companies  were  pil- 
lg  into  cathode-ray  tube  production  for 
Dior  TVs.  Within  three  years,  Sharp  cre- 
ted  the  first  desktop  calculator  using 
'  le  new  technology.  Today,  it  is  the 
■  'orld  leader  in  a  $1.6  billion  LCD  indus- 
ry  that's  growing  317'  a  year,  according 
d  James  Capel  Pacific  Ltd.  in  Tokyo. 

That  gives  Sharp  a  license  to  print 
loney.  As  screen  quality  improves  and 
rices  plummet,  LCDs  will  replace  bulky 
athode-ray  tubes  in  many  TVs  and  com- 
uter  systems.  LCDs  are  already  crop- 
ping up  in  Japan  on  the  first  rudimenta- 
y  wall-hanging  televisions  and  high- 
iefinition  projection  systems,  both 
lioneered  by  Sharp.  And  with  the  latest 
echnology — act  ive-matrix  LCDs — the 
creens  boast  color  and  clarity 
learly  equal  to  picture  tubes. 
»ixel  magic.  One  of  the  few 
:ompanies  to  master  this 
ricky  technology,  Sharp 
nakes  407'  of  the  world's  ac- 
ive-matrix  screens.  These 
)rovide  much  clearer  images 
;han  ordinary  flat  panels  be- 
cause each  pixel — the  picture 
dements  that  make  up  the  im- 
ige — is  switched  on  and  off 
separately.  While  other  com 


cd  players,  and  videodisk  players.  Al- 
though its  sales  of  printers  and  other 
office  equipment  top  $1  billion,  Sharp 
hasn't  been  able  to  unseat  rivals  such  as 
Canon  in  laser  printers.  But  its  engi- 
neers hope  to  leapfrog  them  with  new 
products  that  combine  the  functions  of 
laser  printers,  fax  machines,  and  optical 
recording  systems. 

While  advanced  components  have  tak- 
en the  lion's  share  of  its  R&D  and  plant 
investment,  Sharp  was  never  content  to 
be  a  mere  parts  supplier.  It  has  a  rare 
50-50  balance  of  consumer  and  industrial 
products,  though  its  new  goal  is  bring- 
ing consumer  electronics  down  to  33%. 
By  contrast,  Sony  is  70%  dependent  on 
consumer  products.  And  NEC  Corp., 
which  raked  in  $26  billion  last  year  from 
chips,  computers,  and  telecommunica- 
tions, has  never  had  a  consumer  hit. 

In  research,  likewise,  Sharp's  strategy 
is  to  avoid  heavily  trodden  paths.  "We're 
not  interested  in  making  the  same 
things  everyone  else  makes,"  says  Tsuji. 


TECHNOLOGY 
PIONEER 

Sharp  was  first 
to  market  with 
such  innovative 
products  as: 

DATA:  BW,  COMPANY  REPORTS 


^  Flat-screen  TVs  that 

*  hang  on  walls 

^  Double-cassette  recorders ' 

^  Solid-state  calculators 

^  Color  desktop  fax  machines 

w  HDTV  projection 

^  systems  using  LCDs 


aanies  are  struggling  to  get  commercial 
fields  of  5-inch  screens,  a  single  Sharp 
assembly  line  in  Tochigi,  north  of  Tokyo, 
is  cranking  out  30,000  miniature  LCD  TVs 
a  month,  most  with  5.6-inch  diagonal 
screens.  And  Tsuji  plans  to  spend  $740 
million  on  new  LCD  facilities  over  the 
next  three  years — more  than  any  other 
company.  By  1994,  he  sees  Sharp's  LCD 
revenues  tripling,  to  $1.5  billion. 

In  the  meantime,  a  farsighted  bet  on 
another  optoelectronic  technology  is  pay- 
ing off.  Long  before  Sony  and  Philips 
dreamed  up  the  compact  disk  player, 
Sharp  developed  and  commercialized 
technology  to  produce  laser  diodes. 
These  are  tiny  semiconductor  crystals 
that  release  a  beam  of  laser  light  when 
stimulated  by  an  electric  current.  Sharp 
has  nearly  half  the  world  market  for 
laser  diodes,  which  are  used  in  optical 
disk  drives  for  computers,  laser  printers, 


A  nonconformist,  he  prefers  Chinese  tea 
to  Japanese  sake  and  is  one  of  the  few 
CEos  in  Japan  who  rarely  picks  up  a  golf 
club.  (He  plays  tennis.) 

That  antiherd  instinct  surfaces  nearly 
every  time  Japan's  electronics  companies 
are  obliged  to  rally  together.  Sharp  re- 
fused to  contribute  a  pavilion  to  the  In- 
ternational Osaka  Expo  in  1970.  Instead, 
it  pumped  money  into  a  new  R&D  lab.  It 
also  spurned  gaudy  international  expos 
in  1985  and  1990,  each  time  committing 
healthy  sums  to  new  labs  instead. 

Today,  Sharp's  hopes  for  21st  century 
products  rest  on  18  R&D  centers  in  Ja- 
pan, Europe,  and  the  U.  S.,  which  are 
supported  by  a  $700  million  R&D  budget. 
To  run  its  R&D  programs,  in  1985  it  lured 
electronics  engineer  Shoei  Kataoka 
away  from  the  Ministry  of  International 
Trade  &  Industry's  prestigious  Electro- 
technical  Laboratory  in  Tsukuba,  where 


e-matrix  liquid  crystal 
lys  for  TVs,  computers, 
Jeo  cameras,  office 
equipment 


Electroluminescent  displays 
for  computer  workstations 
and  other  products 


'Mask-ROMs'— 
manufacturer-programmable 
memory  chips — in  VCRs,  video 
games,  microwave  ovens 


40% 


60% 


35% 


he  was  chief  of  electronic  device  re- 
search. A  giant  in  the  field  of  magnetic 
sensors,  Kataoka  guided  Sharp  to  a  $1 
million  investment  in  a  research  center 
in  Oxford,  England.  He  recruited 
Charles  Give  Bradley,  former  science 
adviser  to  Margaret  Thatcher,  to  run  the 
lab.  Bradley's  mission  is  to  develop  opti- 
cal computers — a  new  species  of  num- 
ber-cruncher in  which  relatively  slow 
electronic  signals  will  be  replaced  by 
speedy  pulses  of  light. 
going  solar.  The  company  also  was  one 
of  the  first  to  jump  into  solar  research. 
Sharp's  latest  ultrathin  single-crystal  sil- 
icon solar  cell  technology — for  use  in 
outer  space — has  impressed  U.  S.  scien- 
tists. It's  "far  superior  to  anything  we 
have  over  here,"  says  Dennis  J.  Flood, 
chief  of  photovoltaics  at  NASA's  Lewis 
Research  Center  in  Cleveland. 

Still,  a  nonconformist  attitude  and  a 
willingness  to  take  technological  risks 
won't  insulate  Sharp.  Toshiba  has  com- 
mitted nearly  as  much  money  to  color 
active-matrix  displays.  And 
Matsushita  Electric  Industrial 
Co.  has  plunged  into  minia- 
ture, super-dense  LCD  screens 
used  for  projection-HDTV  sys- 
tems. Last  summer,  Matsu- 
shita researchers  crammed 
the  1.2  million  pixels  needed 
for  HDTV  onto  liquid-crystal 
panels  measuring  just  2.8 
inches — about  half  the  size  of 
Sharp's  smallest  units.  These 
LCDs  form  the  core  of  a  much 
bulkier  projector.  So  a  smaller  screen 
enables  engineers  to  reduce  the  size  of 
the  projector.  "Unless  Sharp  can  bring 
the  screen  size  down,  its  system  will  be 
too  large  to  go  into  homes,"  says  Masa- 
hiro  Kosaka,  director  of  Matsushita's 
display  technology  lab. 

Competition  for  LCD  televisions  and 
advanced  laptop  computers  will  be  bru- 
tal. Sharp  wants  to  supply  vast  quanti- 
ties of  high-quality,  10-inch  diagonal  col- 
or screens  for  wall-hanging  TVs  or 
notebook  computers.  Though  analysts 
say  Sharp  and  Hitachi  get  better  yields, 
most  producers  get  perhaps  one  usable 
product  at  that  size  for  every  10  made. 
That's  a  problem  in  a  business  that 
needs  high  volume  to  push  prices  down. 

Even  so,  most  analysts  are  bullish. 
"Sharp  has  the  advantage  of  an  early 
start  and  good  patent  protection,"  says 
Barry  Dargan,  head  of  research  at 
James  Capel.  And  with  no  picture  tube 
business  to  support,  it  can  concentrate 
on  thin  screens.  "In  the  21st  century," 
says  Kosaka,  "flat  panels  will  be  bigger 
than  the  entire  chip  industry,  and  Sharp 
is  determined  to  be  No.  1."  It  will  be  no 
fun  taking  on  the  titans.  But  if  Tsuji  can 
make  good  on  his  target,  Sharp's  size 
handicap  will  be  strictly  temporary. 

By  Neil  Gross  i?i  Tokyo 
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HIGH  BLOOD  PRESSURE  MAY  NOT 
BE  THE  HEART'S  REAL  ENEMY 


For  years,  doctors 
have  said  high  blood 
pressure  is  a  leading  cul- 
prit in  heart  disease.  To 
combat  hypertension, 
they  prescribed  a  variety 
of  drugs  that  lower 
blood  pressure.  But  al- 
though such  drugs  cut 
the  incidence  of  strokes 
by  40%,  they  failed  to 
lower  the  rate  of  heart 
attacks,  a  far  more  com- 
mon danger. 
Now,  scientists  at  the 
Albert  Einstein  College  of  Medicine  in  New  York  think  they 
have  a  new  way  to  identify  hypertensive  patients  who  face  the 
greatest  risk  of  heart  attacks.  In  a  study  published  in  The  New 
England  Journal  of  Medicine,  the  researchers  found  high 
levels  of  blood  renin,  an  enzyme  known  to  affect  blood  pres- 
sure, in  hypertensive  patients  who  later  suffered  cardiac  ar- 
rest. Those  with  abnormally  high  renin  were  five  times  as 
likely  to  have  heart  attacks  as  hypertensive  patients  with  low 
renin. 

The  study  may  be  controversial.  Renin  levels  are  influenced 
by  a  number  of  factors  such  as  salt  intake — and  even  posture. 
And  the  researchers,  led  by  Dr.  Michael  H.  Alderman,  concede 
their  results  may  be  affected  by  the  relative  youth  and  health 
of  their  survey  group.  But  if  confirmed,  the  research  could 
lead  to  more  accurate  diagnostic  tests — and  better  treatments. 


THE  'BUCKYBALL'  THROWS 
A  NEW  CURVE  AT  SCIENTISTS 


Uickyballs  are  on  a  roll.  Last  year,  scientists  learned  how 
ho  make  this  class  of  unusual  molecules  that  each  contain 
60  carbon  atoms,  arranged  in  a  form  resembling  Buckminster 
Fuller's  geodesic  domes.  Chemists  sought  to  develop  uses  for 
these,  including  superslippery  lubricants.  Then  in  early  April, 
scientists  at  AT&T  Bell  Labs  announced  that  thin  films  made 
from  these  exotic  materials  could  conduct  electricity. 

Now,  the  Bell  Lab  researchers  have  made  an  even  more 
startling  finding.  When  just  the  right  amount  of  potassium  is 
added  to  these  thin  films,  the  buckyballs  become  superconduc- 
tors at  temperatures  as  high  as  18  degrees  above  absolute 
zero.  Tbat's  not  nearly  as  warm  as  the  new  wave  of  high- 
temperature  superconductors  but  is  far  higher  than  scientists 
had  expected,  based  on  the  properties  of  another  form  of 
carbon,  graphite.  Scientists  don't  foresee  any  immediate  practi- 
cal applications,  but  the  discovery  poses  an  intriguing  chal- 
lenge to  theoretical  physicists,  who  now  want  to  discover 
preciseh  how  the  superconductivity  occurs. 


S  COULD  SOON  BE 
ACER'S  BEST  FRIEND 


DIAMC 
A  CHIPM 

When  it  comes  to  electronics,  thin  films  of  diamond  hold  a 
glittering  promise.  Diamond  carries  heat  rapidly,  is  a 
magnificent  insulator,  and,  when  laced  with  the  right  impuri- 
ties, is  a  better  semiconductor  than  silicon.  But  until  recently, 


researchers  have  not  been  able  to  fashion  the  thin  layers  o 
single  diamond  crystals  on  inexpensive  surfaces  required  t< 
make  practical  devices. 

Scientists  at  North  Carolina  State  University  and  Oak  Ridg( 
National  Laboratory  appear  to  have  solved  the  problem.  Build 
ing  on  work  done  last  year  in  South  Africa,  they  implantec 
carbon  ions  into  copper,  then  used  lasers  to  melt  the  copper 
Since  carbon  can't  dissolve  in  liquid  copper,  the  carbon  atoms 
rise  to  the  surface  and  form  a  thin  layer  of  diamond  atop  tht 
molten  metal.  Some  of  the  film  was  made  of  single  crystals 
The  method  is  a  big  step  forward,  says  Max  Yoder,  a  progran 
manager  at  the  Office  of  Naval  Research,  and  "it  has  far 
reaching  implications."  That's  because  the  technique  might 
also  be  useful  for  making  defect-free  crystals  in  other  key 
semiconductor  materials,  such  as  gallium  arsenide  or  silicon 
carbide. 


ALL-DIGITAL  ULTRASOUND: 

AN  ULTRASHARP  CANCER  SLEUTH 


Ultrasound  images,  even  on  high-end  machines,  are  some 
times  fuzzy  and  imprecise.  The  trouble  is  that  about  half 
the  sound  spectrum  gets  lost  in  the  device  commonly  used  to 
receive  and  process  the  sound  waves.  On  Apr.  16,  Advanced 
Technology  Laboratories  Inc.  in  Bothell,  Wash.,  introduced  a 
new  generation  of  all-digital  ultrasound  that  promises  to  over- 
come this  disadvantage. 

ATL's  High  Definition  Imaging  machine  uses  as  many  chan 
nels  as  its  analog  competitors,  but  it  captures  and  preserves  a 
much  broader  band  of  ultrasound  signals  per  channel.  This 
allows  doctors  to  visualize  small  differences  in  tissue  composi 
tion,  which  is  especially  useful  in  diagnosis  of  cancer  in  body 
parts  such  as  breasts,  testicles,  the  thyroid,  and  the  appendix 
that  are  difficult  to  detect  with  current  technology. 

With  ultrasound  sales  of  $287  million,  ATL  has  a  16%  share 
of  the  $1.8  billion  worldwide  market.  The  company  hopes  the 
new  device,  which  costs  about  $200,000,  or  a  10%  to  20% 
premium  over  its  current  digital  entry,  will  help  it  to  win  more 
market  share  from  rivals  Hewlett-Packard,  Toshiba,  and 
Acuson. 


THIS  DIESEL  FUEL  MAY 
LEAVE  SOME  FUMES  BEHIND 


Diesel  fumes  have 
long  been  a  major 
contributor  to  urban 
smog.  Now,  a  Shell  Oil 
Co.  researcher  says  he 
has  come  up  with  a  way 
to  dramatically  reduce 
sulfur  and  other  diesel 
emissions.  At  a  meeting 
of  the  American  Insti- 
tute of  Chemical  Engi- 
neers, Stanley  N.  Milam, 
a  research  chemist  with 
Shell  Development  Co.  in 
Houston,  reported  that 
the  process  utilizes  a  new  low-pressure  catalyst  that,  through 
chemical  reactions,  lowers  aromatic  levels  in  diesel.  Aromatics, 
which  add  octane  to  a  fuel,  often  escape  through  the  exhaust 
system  and  react  in  sunlight  to  form  smog. 

A  Shell  joint  venture — Zeolyst  Enterprises — will  license  the 
process,  which  is  expected  to  be  ready  in  time  to  meet  Uncle 
Sam's  strict  new  clean-air  laws  that  take  effect  in  1993. 
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K If  your  company  is  not  growing  globally  in  the  '90's, 
it  may  not  grow  at  all!**  KRight!  But  where  do  growing 
companies  find  International  trading  partners?** 


Intro 


during 


Global  Business  Links 


SM 


Finally,  a  service  that  will  provide  your  company  with 
the  marketing  tools  necessary  to  find  partners  who- 
ironically-are  trying  to  find  you!  Using  a  combination 
of  print  advertising,  on-line  information  listings,  and  a 
unique  partnering  database.  Global  Business  Links  will 
bring  you  together. 

How  Global  Business  Links  Works 


FOCUSED  PRINT  ADVERTISING 


Your  company's  advertisement  in  a  GBL  page  inserted 
in  BUSINESS  WEEK'S  International  edition  read  by  over 
110,000  management  subscribers  in  Europe,  Asia,  Africa 
and  Latin  America. 


COMPUTER  NETWORKING 


•  Your  company's  product  and  services  on-line  for  one  full 
year  in  COUNTERPART,  an  international  database  service 
with  over  a  quarter  million  over-seas  companies.  These 
subscriber  companies  constantly  use  this  global  network  to 
obtain  specific  trade  leads  and  trading  partner  information. 
Finding  partners  or  selling  products  internationally  doesn't 
have  to  be  expensive  to  be  effective.  GBL's  combination  of 
print  and  on-line  access  provides  the  impact  of  BUSINESS 
WEEK  INTERNATIONAL  and  the  longevity  of  COUNTERPART- 
24  hours  a  day,  everyday- at  a  price  you  can  afford. 
If  your  company  is  looking  for  international  partners,  global 
distribution,  buyers  for  your  goods  and  services,  opportunities 
for  real  estate  investment,  think  of  Global  Business  Links  as  your 
international  marketing  partner. 

What  To  Do  Next 

Call,  write  or  fax  for  issue  dates  and  prices: 

GLOBAL  BUSINESS  LINKS/ISDC 

7609  Standish  Place,  Suite  100 
Rockville,  Maryland  20855 
Tel:  1-800-888-4732 
Fax:  1-301-309-2358 


Global  Business  Links  will  provide  customized  services  includin 
software  development,  private  consulting  and  market  studies. 
Distribution  and  licensing  arrangements  available  worldwide. 
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MICROCHIPS! 


INTEL:  WAY  OUT  IN  FRONT, 

BUT  THE  FOOTSTEPS  ARE  GETTING  LOUDER 


lent  i 
|«  at  a 


BCMt 


To  stay  ahead  as  RISC  chips  advance,  it's  backing  its  low-cost  486  with  an  ad  blitz  aimed  at  consumers 


Four  years  ago,  when  Andrew  S. 
Grove  was  promoted  from  presi- 
dent to  chief  executive  officer  of 
Intel  Corp.,  he  told  Chairman  Gordon  E. 
Moore  that  he  planned  to  retire  at  55. 
Moore  scoffed  that  the  55  retirement 
age  was  like  the  55  mph  speed  limit — a 
number  few  people  stick  to.  Moore  was 
right.  Grove  will  be  55  in  September,  but 
he's  not  going  anywhere.  The  CEO  has  a 
new  goal:  the  transformation  of  22-year- 
old  Intel  from  a  personal  computer  chip- 
maker  into  the  dominant  semiconductor 
supplier  to  the  entire  computer  industry. 
"I'm  in  a  new  job,"  Grove  says.  "We 
have  to  understand  things  that  we  didn't 
even  know  how  to  spell  a  year  ago." 

One  word  that  he  has  mastered  is 
marketing  Intel  discovered  the  value  of 
marketing  in  the  late  '80s,  as  it  extended 
its  dominance  in  PC  chips.  Marketing  will 
be  critical  to  Intel's  efforts  to  extend  its 


influence.  So,  on  Apr.  22,  when  the  com- 
pany unveils  its  486SX  chip,  a  low-cost 
version  of  its  mainframe-caliber  80486 
microprocessor,  it  plans  to  back  the  an- 
nouncement with  a  two-year,  multi- 
million-dollar advertising  campaign 
aimed  at  consumers.  Grove  figures  that 
if  Intel  creates  a  wave  of  demand  for 
machines  built  around  the  chip,  comput- 
er makers  won't  have  much  choice  but 
to  use  it.  Indeed,  IBM  and  clonemakers 
Dell  Computer  and  AST  Research  plan  to 
announce  new  PCs  based  on  the  486SX 
within  days  of  its  introduction. 

But  for  the  long  term,  the  campaign  is 
designed  to  stimulate  demand  for  Intel 
chips  in  every  type  of  computer — from 
tiny  "palmtop"  personal  computers  to  gi- 
ant supercomputers.  Already,  NCR  Corp. 
has  bought  into  the  concept:  It  plans  to 
use  Intel  chips  in  its  laptops,  main- 
frames, and  everything  in  between.  And 


Grove  hints  that  another  big  computer 
maker  will  soon  be  following  NCR's  lead. 

If  Intel  succeeds,  the  rewards  could  be 
enormous.  "With  its  computer  engine, 
Intel  is  to  the  computer  industry  of  the 
1990s  what  IBM  was  to  the  computer  in- 
dustry of  the  '60s  and  70s,"  says  Daniel 
L.  Klesken,  an  analyst  with  Prudential 
Securities  Inc. 

monopoly.  Intel  is  off  to  a  flying  start. 
It  holds  a  50%  share  of  the  market  for 
microprocessors,  and  while  the  world 
chip  business  grew  only  4%  last  year, 
Intel  grew  25%,  to  $3.9  billion.  Earlier 
this  month,  Intel  reported  that  first- 
quarter  revenues  were  up  277'  over  the 
year-ago  quarter,  to  $1.1  billion.  And  be- 
cause it  holds  a  monopoly  on  its  most 
recent  chip  designs  (until  1986,  the  chips 
were  also  produced  by  "second 
sources"),  profits  are  soaring.  In  the  lat- 
est quarter,  Intel's  net  leaped  37%,  to 
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'  million.  Meanwhile,  the  company 
1  piled  up  $2.3  billion  in  cash  and 
|  r-t-term  investments.  Its  stock  now 
'  les  at  around  54,  up  from  38 Mj  in 
.  uary. 

i  addition  to  its  growing  microchip 
wpoly,  Intel  credits  its  recent  suc- 
3  to  diversification  efforts.  Besides 
microprocessors  that  act  as  the  heart 
nost  PCs,  it  also  sells  complete  PCs  to 
:  er  companies,  who  put  their  own  lo- 
.  on  them.  The  company  also  sells 
lercomputers.  Intel  logged  $786  mil- 
.  i  in  such  sales  last  year  and  will  likely 

$1  billion  in  1991.  It  even 
I  kes  add-on  circuit  boards 

it  give  PCs  modem  or  fax 

labilities.  Those  are  sold 

ectly  to  consumers.  Nei- 

■r  line  is  as  profitable  as 

ips,  but  through  them,  In- 
gains  insight  into  trends: 

lowing  what  needs  to  go 
a  board  this  year  helps  it 

termine  what  should  go 

to  microprocessors  next 

ar. 

Intel  does  have  a  weak 

■ot,  however,  and  it's  a  big 

ie.  The  company  is  barely  a 

ayer  in  the  RISC  (reduced 
!  struction-set  computing) 
:  >mputer  market — one  of  the 

imputer  industry's  fastest- 
rowing   segments.  Once 

imed  at  scientists,  RISC- 

ised  computers  are  crop- 

ing  up  as  replacements  for 

linicomputers,  mainframes, 

nd  even  PCs.  "I  can't  under- 
tand  why  anyone  would  buy 

PC  for  anything  any  more," 
ays  Charles  S.  Dvorkin,  a 

ice-president  at  Teachers  In- 
urance  &  Annuity  Assn.  in 
■Jew  York.  He's  replacing  its  PCs  with 
use-based  workstations. 
alarming.  Intel  does  have  a  RISC  chip, 
he  two-year-old  i860.  But  it  is  used 
nostly  as  a  graphics  chip,  not  as  the 
leart  of  RISC-based  computers.  Instead, 
;hips  designed  by  Sun  Microsystems  Inc. 
ind  MIPS  Computer  Systems  Inc.  are 
walking  away  with  that  business.  Most 
darming  for  Intel:  A  consortium  of  21 
companies  said  on  Apr.  9  that  they  have 
igreed  on  a  computer  design  based  on  a 
MPS  chip.  The  group's  leader  is  Compaq 
Computer  Corp.,  a  top  Intel  customer. 

Compaq  CEO  Joseph  R.  Canion  insists 
;hat  his  company  is  "not  evolving  from 
;he  Intel  platform."  Still,  a  Compaq  in- 
sider says  the  company  decided  to  add  a 
IISC  line  because  it's  worried  that  Intel's 
mips  aren't  keeping  up.  "What  this  [con- 
sortium] is  saying  is:  'In  the  future, 
lon't  look  to  Intel  for  top  perfor- 
nance.'  "  If  that's  true,  Intel's  chip  fam- 
ly  could  be  boxed  into  the  PC  market, 
inable  to  extend  into  larger  computers. 


That  danger  comes  into  sharp  focus 
when  Microsoft  Corp.  is  factored  in.  As 
a  member  of  Compaq's  consortium,  it 
has  promised  to  deliver  a  new  operating 
system  by  1993  that  is  being  designed  to 
work  on  both  Intel-based  machines  and 
those  based  on  the  MIPS  chip.  The  effort 
means  Corporate  America  will  be  able  to 
use  much  of  the  software  it  already 
owns  on  RISC  machines.  Microsoft  Chair- 
man William  H.  dates  III  denies  that  the 
plan  shows  a  lack  of  faith  in  Intel,  but 
he  acknowledges  that  "it  does  mean  In- 
tel has  to  look  over  its  shoulder  more." 


INTEL'S  MICROPROCESSOR  DYNASTY 


Chip 

Introduced 

8086/8088  1978/1979 

The  chips  that  powered  the  first  IBM  PCs  and  PC 
clones.  They  crunch  numbers  in  16-bit  chunks  but 
have  limitations  in  use  of  computer  memory 

80286 

1982 

Speedier  than  the  8088/8086,  the  80286  also 
enabled  computers  to  run  far  larger  programs. 
First  appeared  on  the  1984  IBM  PC/AT 

80386 

1985 

First  Intel  32-bit  microprocessor,  capable  of  pro- 
cessing data  in  32-bit  chunks.  Gave  PCs  power  to 
do  bigger  jobs,  like  running  networks 

80386SX 

1988 

Lower-priced  version  of  the  80386,  aimed  at  kill- 
ing off  the  80286,  which  was  also  produced  by 
Advanced  Micro  Devices 

80486 

1989 

Intel's  "mainframe  on  a  chip."  With  1 .2  million 
transistors,  it's  one  of  the  most  complex  chips 
ever  made 

486SX 

1991 

The  chip  aimed  at  bringing  mainframe  power  to 
the  masses.  It  will  eventually  make  the  80386 
obsolete 

586 

1992 

Expected  to  have  2  million  transistors  and  at  least 
twice  the  80486  s  performance.  Its  mission:  to 
compete  with  RISC  chips 

686 

1993/1994 

Just  entering  the  development  phase,  the  686  is 
likely  to  include  sound  and  video-processing  fea- 
tures for  "multimedia" 

And  Intel's  growing  success  in  fin- 
ished computers  poses  another  problem: 
Some  PC  makers  that  rely  on  Intel  micro- 
chips have  recently  made  it  clear  that 
they're  not  pleased  about  competing 
with  Intel  in  their  own  markets.  While 
Compaq's  Canion  denies  that  it  was  a 
factor  in  Compaq's  decision  to  branch 
out  with  a  MIPS  line,  he  admits  he  isn't 
happy  about  selling  against  Intel.  Oth- 
ers, such  as  Safi  U.  Qureshy,  president 
of  AST  Research,  are  more  resigned. 
"We  can't  cut  off  suppliers  just  because 
they  compete  with  us,"  he  says. 

That's  especially  true  when  there  isn't 
much  of  an  alternative.  To  wean  comput- 
er makers  from  the  80286,  which  was 
second-sourced  by  Advanced  Micro  De- 
vices, Intel  trotted  out  the  80386SX  chip 
in  1988  and  refused  to  license  the  design 
to  other  chipmakers.  A  scaled-down  ver- 
sion of  the  $300  80386,  it  was  priced  at 
$160  but  quickly  fell  to  $80.  Intel  could 
afford  the  low  pricing  because  of  the 
economies  of  scale  that  its  monopoly  de- 


livers. That  drove  home  a  lesson:  Intel 
could  go  further  on  high  volume  and  low 
prices  than  with  esoteric  advances.  "It's 
a  business  school  problem,  not  a  technol- 
ogy problem,"  says  David  L.  House,  an 
Intel  senior  vice-president. 
best-seller.  The  80386SX  also  taught 
Intel  about  marketing:  Intel  backed  the 
chip  with  a  $20  million  promotion  bud- 
get. The  campaign  was  unusual  for  a 
company  that  sells  few  products  directly 
to  consumers.  But  it  worked.  Buyers  be- 
gan asking  for  PCs  based  on  the  chips, 
and  computer  companies  rushed  to  make 
them.  The  80386SX  is  now  In- 
tel's best-selling  chip  ever: 
The  company  will  ship  about 
7.5  million  units  this  year, 
says  Prudential's  Klesken.  In 
its  best  year  with  the  80286, 
Intel  sold  just  4.5  million. 
"It's  mind-boggling  how  suc- 
cessful they  made  the  SX," 
says  Gates. 

Those  numbers  have  en- 
couraged Intel  to  fight  the 
Rise  chipmakers  by  enhanc- 
ing its  conventional  chips 
rather  than  pursuing  RISC 
more  aggressively.  In  the 
past  few  years,  it  has  dou- 
bled to  four  the  number  of 
design  teams  working  on  ver- 
sions of  what  it  calls  the  X86 
family,  and  a  fifth  is  in  train- 
ing. Intel  will  also  spend  $1 
billion  this  year  building  two 
new  plants  to  make  X86 
chips.  And  75/'  of  a  planned 
23'  i  increase  in  research  and 
development — to  $640  mil- 
lion— will  go  to  its  X86  line. 
That  will  lead  to  six  new  ver- 
sions of  the  80486  in  1991  and 
to  a  new  generation  of  chips, 
probably  called  the  586,  in  mid-1992. 

First  up  will  be  two  versions  of  the 
486SX.  Analysts  figure  the  chips  will 
start  at  about  $400  and  drop  to  $300 
before  the  end  of  the  year.  By  summer, 
says  Intel's  House,  the  company  will 
have  shipped  1  million  of  the  two-year- 
old  80486.  By  Christmas,  thanks  to  the 
addition  of  the  486SX,  sales  for  the 
80486  family  will  double,  to  2  million. 

Numbers  like  that  make  it  tough  for 
even  the  company's  most  serious  critics 
to  predict  big  problems  for  Intel  in  the 
short  term,  despite  competition  from 
RISC.  In  a  business  that  progresses  with 
lightning  speed,  it's  too  early  to  handi- 
cap the  company's  long-term  plans  to 
extend  its  influence.  Grove  has  few 
doubts:  "We  are  going  to  outperform 
anything  anybody  else  will  offer,"  he 
promises.  "Otherwise,  we  are  incompe- 
tent." And  so  far,  Intel  has  shown  very 
little  evidence  of  incompetence. 

By  Richard  Brandt  in  Santa  Clara, 
Calif.,  with  bureau  reports 


FORMATION  PROCESSING 


BUSINESS  WEEK/APRIL  29,  1991  89 


WHEN  YOUR  EMPLOYEE  IS  ON  THE  TABLE, 
YOU'RE  COUNTING  THE  MINUTES. 
BUT  WHO'S  COUNTING  THE  DOLLARS? 


EDS  is  a  registered  trademark  of  Electronic  Data  Systran  Corf/nmtioii.  I.DS 


Caring  deepl)  about  your  employees  and  being  concerned  about  the  skyrocketing 
costs  ol  health  care  is  .1  conundrum  foi  main  corporations.  The  company  that 
Finds  ways  to  increase  the  commitment  they  make  to  their  people  while  controlling 
the  <  ost  ol  that  <  ommitment,  is  the  <  ompan)  with  the  competitive  edge.  EDS  has 
helped  a  variety  of  companies  acquire  this  competitive  edge  with  innovative 
applications  ol  information  technology. 

ARE  YOUR  NEEDS  UNIQUE? 

EDS  has  a  well-known  record  of  developing  systems  and  software  for  a 
business's  individu.il  needs — not  off-the-shelf,  one-size-fits-all  solutions. 
In  fact,  no  one  else  has  as  much  systems  development  experience  in  as  many 
business  areas  as  EDS. 

CAN  YOUR  SYSTEMS  REALLY  BE  INTEGRATED? 

For  over  28  years  we've  been  making  hardware,  software,  communications, 
process  and  people  work  together  seamlessly.  You  won't  find  an  information 
technology  company  with  a  longer  or  better  record  of  results. 

IS  MANAGING  YOUR  INFORMATION  MANAGING  YOU? 

Information  that  helps  you  achieve  your  business  goals  is  valuable.  Information 
for  information's  sake  is  not.  EDS  can  help  evaluate  your  information  technology 
to  make  sure  you  get  more  of  the  former  and  less  of  the  latter. 

SHOULD  YOU  MANAGE  LESS  AND  LEAD  MORE? 

We  provide  systems  management  for  giant  industry  leaders  and  small 
companies  on  their  way  to  becoming  leaders.  So  we  can  help  manage  your 
information  systems  a  little  or  a  lot.  We  work  closely  with  your  people,  to  add 
resources  and  new  technology,  and  to  provide  flexibility,  so  vou  can  focus  on 
your  core  business. 

CAN  EDS  PUT  INFORMATION  TECHNOLOGY  TO  WORK  FOR  YOU? 

Keeping  your  eyes  on  the  changing  business  environment  has  never  been 
more  important.  And  even  though  you  can't  control  change,  vou  can  take 
advantage  of  it  with  EDS.  To  learn  more  about  how  we  might  help  you,  write 
EDS,  7171  Forest  Fane,  BW9,  Dallas,  TX  75230.  Or  call  (214)  490-2000,  ext.  209. 


EDS 


TAKE     ADVANTAGE     OF  CHANGE 
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nformation  Processing 


TELECOMMUNICATIONS  I 


ELECTRONIC 
YELLOW  PAGES: 
THE  BABY  BELLS 
WANT  TO 
COMPETE 


CAN  JUDGE  GREENE  PACIFY 
THE  BABY  BELLS? 


Maybe  for  now.  But  they'll  keep  asking  for  access  to  more  markets 


When  a  company  settles  a  feder- 
al lawsuit,  there's  ordinarily  a 
decent  interval  before  the 
fighting  resumes.  Not  so  in  the  phone 
business.  As  soon  as  the  Bell  System 
was  dissolved  in  1984,  the  seven  regional 
phone  companies  born  of  the  breakup 
began  maneuvering  for  relief.  What 
Baby  Bell  lawyers  and  lobbyists  lack  in 
flair,  they  more  than  make  up  for  in 
doggedness.  Indeed,  says  William  L. 
Weiss,  chairman  of  Ameritech,  the  Chi- 
cago-based Baby  Bell,  their  tactics  are 
"almost  like  the  Chinese  water  torture: 
drop,  drop,  drop." 

The  latest  contest  is  over  whether  the 
Baby  Bells  should  be  free  to  create  and 
own  information  services  such  as  on-line 
data  bases.  The  arbiter,  as  usual,  is  68- 
year-old  federal  Judge  Harold  H. 
Greene,  who  scheduled  oral  arguments 
on  the  information  services  restriction 
for  Apr.  18  and  1!). 
These  will  help  him  de- 
cide whether  lifting  the 
ban  would  stimulate 
competition — or  allow 
the  Bells  to  use  their  lo- 
cal phone  monopolies  to 
squeeze  out  rivals. 

In  1987,  Greene  ruled 
against  giving  the  Bells 
carte  blanche  in  infor- 
mation services.  But  an 
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appeals  court  last  year  instructed  him  to 
reconsider  and  assess  whether  letting 
them  in  would  serve  the  public  good. 
The  betting  is  that  Greene  will  grant 
more  freedom.  However,  says  Janice 
Obuchowski,  head  of  the  National  Tele- 
communications &  Information  Adminis- 
tration: "It's  not  clear  that  he  is  ready  to 
do  away  with  the  restrictions  in  total." 
chipping  away.  In  any  case,  it's  just  one 
step.  The  phone  giants  are  also  pressing 
to  enter  long  distance,  telecommunica- 
tions manufacturing,  and  cable  TV.  Their 
ultimate  goal:  full  deregulation. 

Each  bit  of  freedom  for  the  Bells  cre- 
ates momentum  for  more.  An  example  is 
videotex,  the  computerized  news,  infor- 
mation, and  shopping  service.  Once 
banned  from  it  completely,  the  Bells 
were  allowed  in  1988  to  create  "gate- 
ways" that  customers  could  dial  to  reach 
services  provided  by  other  companies. 


WHAT  THE  BELLS  WANT  TO  OFFER 


ELECTRONIC  YELLOW  PAGES  Let  customers  use  computers  to  browse 
through  Yellow  Pages  that  are  continuously  updated 

REVERSE  DIRECTORIES  Sell  access  to  their  electronic  listings  so  marketers 
can  find  out  the  name  and  address  that  belong  to  a  certain  pnone  number 

NETWORK  CONTROL  Let  large  companies  tap  into  the  Bell  switching  comput- 
ers to  automatically  reroute  calls  or  data 

VIDEOTEX  Promote  videotex  by  using  phone-company  computers  to  make  it 
easier  for  customers  to  navigate  through  on-line  information  services 
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But  now  they  say  that  the  gateway] 
won't  succeed  unless  they  can  give  tl 
services  a  standard  format.  To  do  tha 
they  need  freedom  from  the  informatl 
services  restriction.  Next,  they  hint,  th< 
may  ask  for  waivers  of  the  manufactu 
ing  ban  so  they  can  design  low-cost  te: 
minals,  and  of  the  long-distance  ban  s 
that  they  can  offer  videotex  from  a  si: 
gle,  centralized  computer. 

The  Bells  have  a  similar  argument  fol 
cable  TV.  To  provide  advanced  services 
they  say,  they  need  to  run  high-capacit; 
fiber-optic  lines.  But  to  justify  that  cosl 
they  assert,  the  lines  must  carry  cabl 
TV,  too.  Cable  companies  disagree.  Say; 
John  Wolfe,  a  spokesman  for  the  Nation 
al  Cable  Television  Assn.:  "We're  con! 
cerned  that  once  the  barriers  begin  t< 
fall,  it  will  create  an  avalanche." 

Other  Bell  opponents  are  equally  con 
cerned.  Newspaper  publishers  fear  thai 
their  $33  billion  advertising  base  will  be 
undermined  by  electronic  or  "talking" 
Yellow  Pages  that  rival  the  immediacy 
of  daily  newspapers.  Already,  Cincinnati 
Bell  Inc. — despite  its  name,  not  a  Baby 
Bell — lets  customers  punch  in  codes 
from  Yellow  Pages  ads  to  order  faxes| 
with  updates  on  prices  and  products. 
bringing  chaos?  Judge  Greene  won'tl 
rein  in  the  Bells  just  to  protect  some- 
one's turf.  His  concern  is  antitrust  law: 
Will  the  Bells  undercut  other  players 
through  subsidies  from  their  regulated 
phone  businesses?  Could  they  subtly  dis 
criminate,  perhaps  by  repairing  their 
own  lines  first  when  problems  occur?  "I 
don't  want  anyone  controlling  the  net- 
work saying:  'My  network's  more  impor- 
tant than  your  network,' "  says  Paul 
Zoukis,  vice-president  for  marketing  at 
General  Electric  Information  Services 
Co.,  a  data  services  company. 

While  technical  and  financial  safe- 
guards could  deter  monopolistic  behav- 
ior, critics  say  the  only  certain  cure 
would  be  full  competition  in  local  phone 
service.  Then,  companies  such  as  GEIS 
could  play  one  carrier  against  another. 
But  the  Baby  Bells  evince  no  desire  to 
encourage  such  competition.  Ameritech's 
Weiss  says  that  would  be  a  "march  into 
chaos"  that  probably  wouldn't  win  de- 
regulation anyway. 
Indeed,  the  Baby  Bells  have  little  rea- 
son to  change  their 
strategy  now.  Quite  the 
contrary.  With  at  least 
a  partial  information 
services  victory  in 
sight,  their  seven-year- 
old  battle  plan  is  show- 
ing genuine  results. 

By  Peter  Coy  in  New 
York,  with  Mark  Lewyn 
in  Washington  and  bu- 
reau reports 
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KRIS  MATSON  HELPED  THIS  WORKER  GO 
FROM  A  BAD  ACCIDENT  INTO  A  NEW  CAREER. 


THERE  WHEN  IT  COUNTS. 


The  fall  not  only  severely 
damaged  the  construction 
worker's  shoulder- it  threw  him 
into  a  deep  depression:  he  was 
considered  permanently  and 
totally  disabled.  But  Continental 
senior  rehabilitation  coordinator 
Kris  Matson  persevered,  and 
helped  both  the  worker  and  his 
employer. 


"We  knew  this 
man  had  an 
interest  in  fish- 
ing," recalls  Kris. 
"So  we  helped 
him  turn  that 
into  a  rewarding, 
full-time  career?' 


First  Kris,  a  Certified  Insurance 
Rehabilitation  Specialist,  made 
sure  nothing  more  could  be 
done  surgically  to  correct  the 
damage.Then  she  found  a 
retired  Navy  captain  who  taught 
the  worker  to  repair  and  cus- 
tomize rods  and  reels  at  home. 
He  is  now  busy,  happy— and  self- 
sufficient.  And  that  helps  hold 
down  insurance  costs,  which 
benefits  everybody. 

Continental  has  a  lot  of  dedi- 
cated people  like  Kris.  People 
who  are  there  when  it  counts. 
People  who  have  helped  make 
us  a  leading  property/casualty 
insurer  and  a  strong,  solid  com- 
pany.They're  why,  for  over  135 
years,  we've  met  our  obligations 
to  our  insureds,  our  employees, 
our  distributors  and  shareholders. 


i/Pr*  Continental 
Jfc  Insurance, 
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MERGERS 


.  A  KANE  AND  YTTEE  BERG 
STIU  WORKING  OUT 
MARKETING  WOES 


A  DREAM  MARRIAGE 
TURNS  NIGHTMARISH 


Komatsu  Dresser  is  losing  money,  and  the  partners  are  squabbling 


It  seemed  like  such  a  smart  pairing. 
In  early  1988.  Komatsu  Ltd.  of  Japan 
and  Dallas-based  Dresser  Industries 
Inc.  merged  their  construction  equip- 
ment manufacturing  and  engineering  fa- 
cilities in  the  U.  S..  Latin  America,  and 
Canada.  The  joint  venture  certainly  had 
a  compelling  logic  to  it:  A  struggling 
Dresser  needed  a  rich  partner  to  help 
overhaul  its  aging  factories.  Komatsu, 
meanwhile,  wanted  to  make  a  foray  into 
the  home  turf  of  market  leader  Caterpil- 
lar Inc.  The  merger  vaulted  Komatsu 
Dresser  Co.  into  the  Xo.  2  slot  in  the  S10 
billion  U.  S.  market  for  big  bulldozers, 
tractors,  and  excavators. 

Well,  three  years  later,  this  power 
couple  is  showing  signs  of  marital  dis- 
cord Although  Komatsu  Dresser  Co. 
has  invested  a  princely  sum — S200  mil- 
lion in  all — to  upgrade  its  network  of 
seven  factories,  there's  little  to  show  for 


it  so  far.  The  original  plan  was  for  Ko- 
matsu to  shift  6(F<  of  its  production  for 
the  U.  S.  market  to  the  joint-venture 
plants.  The  two  companies  were  to 
merge  their  manufacturing,  engineering, 
and  finance  operations.  But  the  Ko- 
matsu and  Dresser  product  lines  would 
remain  distinct,  and  they  would  be  sold 
through  existing,  sepa- 
rate dealership  net- 
works. Unfortunately, 
that  created  something 
of  a  marketing  night- 
mare: The  two  halves  of 
the  venture  wound  up 
competing  against  each 
other  for  sales,  creating 
deep  animosity  among 
Komatsu  and  Dresser 
dealers. 

Complicating  matters 
have  been  numerous 
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KOMATSU  DRESSER 
-  OPERATING  — 
INCOME 
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cultural  clashes  between  Japanese  ai 
American  executives  at  Komatsu  Dresl 
er.  Now,  there's  even  talk  among  dei 
ers  and  industry  analysts  that  Dressi 
might  cash  out  its  50'<  stake  and  bo' 
Such  speculation  is  quickly  dismissed 
officials  at  Dresser,  a  $4.5  billion  compj 
ny  whose  core  business  is  making  equi; 
ment  for  energy  and  mining  industrie] 
All  the  same,  some  buyers  have  clear] 
shied  away  from  Dresser  constructs 
equipment,  fearing  that  the  entire  pro< 
uct  line  may  eventually  be  phased  out] 
The  upshot:  Last  year,  Komats) 
Dresser  watched  its  U.  S  market  sha; 
slip  to  18%,  from  20r'<  in  1988.  Worse,  ti 
company  posted  an  operating  loss 
§14.4  million  on  flat  sales  of  81.3  billiol 
in  1990  (chart).  And  the  outlook  for  199| 
isn't  exactly  heartening.  With  the  rece: 
sion  slashing  orders  for  Komatsu  Dres: 
er's  bulldozers  and  tractors  by  up  to  30/ 
so  far  this  year,  losses  are  mountin 
During  the  first  quarter,  the  compan; 
posted  an  operating  loss  of  829  millioi 
and  it's  expected  to  lose  about  $80  mi. 
lion  for  the  year.  Says  Komatsu  Dresse: 
Chairman  Ralph  W.  Ytterberg:  "Thi 
market  deterioration  isn't  making  lif< 
any  easier." 

snafus.  Komatsu  Dresser's  timin 
hasn't  helped  matters.  While  the  compaj 
ny's  plant  modernization  program  hai 
introduced  state-of-the-art  robotics  am 
flexible  machining  centers  into  Dresser' 
dilapidated  factories — making  the  join: 
venture  largely  cost-competitive  witl 
Cat — there  have  been  some  embarrass- 
ing snafus. 

One  example:  Last  fall,  the  company| 
spent  $35  million  to  retrofit  a  Dressei 
plant  in  Galion,  Ohio,  with  whizbangl 
automation.  Komatsu  executives  had 
hoped  to  shift  production  of  small  hy-l 
draulic  excavators  from  Japan  to  the 
factory  in  Galion.  But  the  recession! 
killed  the  U.  S.  market  for  these  excava- 
tors. Galion  was  producing  so  few  of] 
them  that  it  made  more  economic  sense 
to  import  in  bulk  from  Japan.  So  last 
month,  Komatsu  Dresser  began  moth- 
balling  part  of  the  factory. 
Such  flip-flops  haven't  been  unusual. 

Earlier  this  year,  the 
joint-venture  company 
began  providing  Dress- 
er dealers  with  Ko- 
matsu excavators  and 
wheel  loaders.  The 
move  has  infuriated  Ko- 
matsu distributors,  who 
believe  the  Dresser-la- 
beled machines  will  cut 
mightily  into  their  al- 
ready depressed  sales 
because  of  the  ongoing 
recession  in  the  U.  S. 
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THE  CORPORATION 


The  only  thing  that's  different  is  the 
int  and  decals,"  says  a  Midwest-based 
)matsu  dealer. 

For  their  part,  Dresser  executives  felt 
eluded  from  Komatsu  decision-mak- 
g.  One  former  executive  says  top  Japa- 
;se  managers  often  made  crucial  deci- 
ons  during  Friday  evening  bull 
ssions — held  in  Japanese,  of  course.  "I 
as  learning  about  decisions  affecting 
y  department  from  Japanese  subordi- 
ites  on  Monday  morning,"  he  says. 
The  infighting  between  Dresser  and 
omatsu  executives  at  the  company's 
lburban  Chicago  corporate  headquar- 
;rs  grew  especially  bitter  during  1989. 
y  then,  the  company  was  trying  to 
)lve  its  marketing  woes  by  encouraging 
)me  Komatsu  and  Dresser  dealers  to 
lerge. 

But  the  dealers  found  it  difficult  to 
et  reliable  information  on  everything 
rom  parts  availability  to  warranty  cov- 
rage.  "Dresser  executives  wouldn't 
ive  product  information  to  their  Ko- 
latsu  counterparts,"  says  one  dealer, 
because  they  were  afraid  of  losing 
ales."  Adds  another  East  Coast  dealer: 
I  lost  one  order  for  three  tractors  be- 
:ause  after  10  calls  I  still  couldn't  get 
information  on  parts."  Even  Ytterberg 
tdmits  that  competition  between  divi- 
sions "made  the  task  of  bringing  the 
>rganization  together  more  difficult." 
iemystified.  Eventually,  things  grew  so 
•ancorous  inside  the  company  that  it 
lired  an  industrial  consultant  to  teach  a 
jlass  entitled  Taking  the  Mystery  out 
of  Dealing  with  the  Japanese.  And 
Tiore  than  150  Dresser  employees,  in- 
cluding assembly  line  workers,  were 
sent  to  Japan  to  learn  more  about  Japa- 
lese  culture  and  work  habits.  Progress 
las  been  swift,  insists  Ytterberg: 
'We're  very  pleased  with  the  relations 
between  our  American  and  Japanese 
>vork  forces." 

Still,  dealers  are  outraged  by  what 
;hey  see  as  unreasonable  prices  for  ma- 
lor  components  used  to  assemble  the 
-nachines  and  for  support  services.  One 
former  executive  says  Komatsu  charges 
:he  joint  venture  up  to  15%  above  mar- 
ket. And  last  fall,  as  its  markets  dried 
jp,  Komatsu  raised  equipment  prices  up 
;o  5%  on  its  various  machine  lines.  "That 
'eally  hurt  us,"  says  one  dealer.  For  his 
aart,  Ytterberg  says,  Komatsu's  prices 
ire  competitive. 

Now,  dealers  are  receiving  some  re- 
lief. To  make  sure  they  aren't  working 
it  cross  purposes,  the  company  early 
last  year  combined  its  marketing  and 
3arts  support  organizations  for  both 
arands.  With  the  company's  encourage- 
ment, some  50%  of  Komatsu  and  Dress- 
sr  dealers  have  merged. 

Nor  have  the  compelling  reasons  for  a 
Komatsu  Dresser  joint  venture  faded. 
Komatsu  needs  an  American  manufac- 


turing presence  as  a  hedge  against  cur- 
rency fluctuations  and  protectionist 
pressure.  When  the  dollar  decline  hand- 
ed a  huge  cost  advantage  to  Caterpillar 
in  the  late  1980s,  Komatsu  lost  a  quarter 
of  its  market  share. 

Consider,  too,  that  compared  with  the 
huge  cost  of  building  a  new  plant,  Ko- 
matsu's $75  million  investment  in  new 
equipment  is  cheap.  And  Komatsu  exec- 
utives remain  upbeat.  Vows  Masahiro 
Sakane,  president  and  chief  operating  of- 
ficer at  Komatsu  Dresser:  "This  compa- 
ny will  do  well." 

'NO  deal.'  Whether  Dresser  executives 
are  of  the  same  opinion  is  another  mat- 
ter. Some  wonder  whether  Dresser  will 
sell  off  its  50%>  stake  to  Komatsu.  Dress- 
er has  invested  $75  million  in  the  joint 
venture  for  capital  improvements.  As 
part  of  the  financing  of  the  deal,  Dress- 
er took  $175  million,  largely  in  compen- 
sation for  accounts  receivable,  out  of  its 
construction  equipment  division  immedi- 
ately after  the  joint  venture  agreement 


was  signed  in  late  1988.  Merrill  Lynch  & 
Co.  analyst  Suzanne  Cook  estimates  that 
Dresser  could  sell  its  share  of  the  joint 
venture  for  more  than  $400  million, 
booking  a  $200  million  gain  after  deduct- 
ing the  book  value  of  the  assets  it  con- 
tributed to  the  joint  venture.  But  for 
now,  Dresser  plans  to  sit  tight.  Says 
Dresser  Chief  Financial  Officer  David  P. 
McElvain:  "There's  no  deal  with  any- 
body to  sell  our  interest." 

Industry  rivals  still  believe  Komatsu 
Dresser  could  well  prove  a  formidable 
competitor  once  its  current  marketing 
problems  are  behind  it.  "They've  done  a 
good  job  with  the  factories,  and  the 
product  is  fine,"  says  a  rival  senior  exec- 
utive. "They  just  have  to  work  out  the 
marketing."  Indeed,  Ytterberg  predicts 
that  once  the  U.  S.  economy  bounces 
back,  probably  in  1992,  the  joint  venture 
will  start  turning  out  profits  again. 
True,  it  takes  more  than  money  to  hold  a 
relationship  together — but  it  sure  helps. 

By  Kevin  Kelly  in  Chicago 


STRATEGIES  I 


A  COTTON-PICKIN'  MESS 
IN  CALIFORNIA 


J.G.  Boswell  is  up  against  the  drought,  Uncle  Sam,  and  Sacramento 


1  SAN  FRANCISCO 


To  outsiders,  Corcoran,  Calif.,  is 
known  mainly  for  the  maximum- 
security  prison  where  Charles 
Manson  is  serving  time.  But  to  locals, 
this  city  of  7,775  in  the  San  Joaquin  Val- 
ley is  the  town  that  J.  G.  Boswell  Co. 
built.  Now  headed  by  68-year-old  J.  G. 
Boswell  II,  the  found- 
er's nephew,  Boswell 
Co.  farms  160,000  rich 
acres — roughly  twice 
the  size  of  New 
York's  five  boroughs. 
Most  of  Corcoran's 
townsfolk  owe  their 
livelihood  to  Boswell, 
directly  or  indirectly. 
When  the  city  needed 
a  $1  million  baseball 
field  or  a  fancy  new 
ymca,  Boswell  picked 
up  the  tab. 

And  when  Boswell 
needed  a  favor,  it  al- 
ways had  the  political 
muscle — and  money — 
to  get  it.  In  1982,  when  a  proposed  water 
project  threatened  to  block  its  access  to 
water  from  the  north,  Boswell  spent 
more  than  $1.2  million  to  defeat  the  proj- 
ect. Says  Steve  Hall,  head  of  the  Califor- 
nia Farm  Water  Coalition:  "J.  G.  Boswell 
is  not  someone  you  want  for  an  enemy." 
Now,  the  secretive  Boswell  Co.,  the 
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nation's  top  cotton  producer,  has  met  an 
enemy  it  can't  beat:  California's  five- 
year-old  drought.  After  nearly  seven  de- 
cades of  wheeling  and  dealing  for  the 
water  it  needed  to  grow  from  a  small 
cotton-and-produce  farm,  the  $200  mil- 
lion-a-year  concern  is  nearly  powerless, 
as  many  of  its  usual 
water  sources  are  se- 
verely depleted  or 
dried  up  altogether. 

The  company  didn't 
respond  to  queries 
from  BUSINESS  WEEK. 
But  even  after  a  wet- 
ter-than-usual  March, 
other  farmers  and  wa- 
ter officials  in  the  re- 
gion say  that  Boswell 
has  been  forced  to  be- 
gin retrenching — a 
process  that  could  ulti- 
mately mean  the  cut- 
back of  a  third  of  the 
area's  work  force.  As 
many  as  55,000  of 
Boswell's  acres  may  lie  fallow  this  year. 
And  the  cotton  that  is  planted  is  likely  to 
yield  a  disappointing  crop.  Even  March 
rainclouds  had  a  dark  lining:  They 
flooded  already  irrigated  lands,  pushing 
back  the  planting  season  by  three  weeks 
and  probably  stunting  crops'  growth. 
For  Boswell,  which  has  traditionally 
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The  business  of  government  is  to  meet  the  changing  needs 
of  people.  And  that  takes  powerful,  reliable  information 
systems.  Which  is  why  you'll  find  Unisys  systems  at  work 
in  the  U.S.  federal  government,  all  50  states,  hundreds 
of  counties  and  cities,  and  in  governments  throughout 
the  world. 

For  instance,  Unisys  systems  help  the  U.S.  Coast  Guard 
run  its  drug  interdiction  and  its  search  and  rescue  programs. 
And  for  126  U.S.  Air  Force  locations  around  the  world,  our 
systems  provide  complete  financial  management. 

In  law  enforcement,  Unisys  systems  help  agencies  in  22 
states,  hundreds  of  local  police  departments,  even  Scotland 
Yard.  We  also  help  administer  billions  of  dollars  in  state  health 
and  human  services  programs. 

Recently,  Unisys  systems  were  chosen  to  support  H.U.D. 
requirements.  And  state  agencies  in  Ohio,  Pennsylvania, 
Florida,  Michigan  and  California  have  given  Unisys  a  vote  of 
confidence  by  placing  large  new  orders. 

They  all  know  they  can  count  on  Unisys  people  worldwide 
to  keep  on  providing  the  world's  governments  with  all  the 
mission-critical  support  they  need. 

Call  1-800-448-1424,  ext.  69,  and  find  out  how  to  stay 
ahead  of  a  changing  world. 

©  1991  Unisys  Corporation.  Unisys  is  a  registered  trademark  of  Unisys  Corporation. 
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wrung  large  profits  out  of  its  highly 
automated  operations  and  cheap  water, 
that  means  lean  times.  In  recent  years, 
estimates  the  California  Institute  for 
Rural  Studies,  Boswell  could  rely  on 
nearly  $20  million  in  annual  profits.  That 
figure  could  drop  by  a  third  this  year. 
And  the  prospect  of  another  dry  year 
ahead  could  mean  tougher  times  in  1992. 
"You  can  have  all  the  water  rights  in  the 
world,"  says  Barrie  Boyett,  a  Corcoran 
farmer  with  6,000  acres  of  cotton  land 
nearby.  "But  they  don't  mean  a  thing  if 
the  river  is  dry." 

Boswell's  iron  grip  on  the  region's  wa- 
ter supply  was  the  source  of  its  power. 
After  arriving  in  California  from  Geor- 


The  resulting  political  muscle  was 
reall\  flexed  in  l'.iS'J.  when  the  family 
took  on  then-Governor  Jerry  Brown  by 
contributing  $1.2  million  to  environmen- 
talists who  were  waging  a  campaign 
against  construction  of  a  state-spon- 
sored, $11.6  billion  Peripheral  Canal. 
That  water  system  would  have  blocked 
Boswell's  access  to  a  Northern  Califor- 
nia river  it  coveted  and  would  also  have 
provided  cheap  water  to  rival  cotton 
farmers. 

Boswell  wasn't  content  with  simply 
defeating  the  initiative,  however.  When 
cotton  farmers  Jeff  and  Jack  Thomson 
took  out  ads  criticizing  Boswell  in  local 
newspapers,  the  agriculture  giant  spent 


r>ven  the  March  downpours  made  trouble  for  Boswell: 
They  flooded  irrigated  land,  delaying  planting  and  probably  stunting  crops 


gia,  the  Boswell  family  went  into  busi- 
ness in  1924  and  shrewdly  began  pur- 
chasing water  rights  to  local  lakes  and 
rivers.  In  the  1940s,  the  family,  a  branch 
of  Los  Angeles'  powerful  ('handler  clan, 
allied  itself  with  the  U.  S.  Army  Corps  of 
Engineers  to  dam  the  Kern  and  Kings 
Rivers.  That  drained  a  lake  bottom,  cre- 
ating most  of  Boswell's  acreage.  And  it 
ensured  access  to  cheap  water  for  de- 
cades to  come. 

After  taking  over  in  1952,  J.  G.  Bos- 
well II  zealously  guarded  those  water 
rights,  sprinkling  politi  al  contributions 
where  necessary  to  insure  them.  "Water 
rights  are  like  democracy  he  once  told 
a  reporter.  "Once  you  havi  them,  you 
spend  a  lifetime  protecting  th  m.'  Thai 
often  meant  shelling  out  huj  amounts 
In  1990  alone,  the  Boswell  family  con- 
tributed $236,000  to  support  statewide 
candidates  and  ballot  initiatives,  a  vasl 
sum  for  state  races. 


close  to  $1  million  on  a  libel  suit  against 
the  Thomsons  and  other  family  farmers 
who  backed  the  ads.  Boswell  also  pulled 
its  $500,000-a-year  business  from  a  local 
fertilizer  distributor  whose  parent  com- 
pany supported  the  Peripheral  project. 
That  put  the  distributor  out  of  business, 
according  to  testimony  in  the  libel  suit 
given  by  James  Fisher,  then-president  of 
Boswell. 

'little  loophole.'  Eventually,  the 
Thomsons  won  the  lawsuit  and  counter- 
sued,  winning  $10.2  million.  Boswell  is 
appealing  the  Thomson  award.  "Boswell 
has  a  long  tradition  of  using  its  deep 
pockets  to  threaten  people  out  of  the 
political  debate,"  says  Ralph  B.  Wegis,  a 
Bakersfield  lawyer  who  represented  the 
Thomsons. 

The  Thomson  tussle  was  followed  by 
mother  fight  Boswell  has  picked  with 
he  Interior  Dept.  In  January,  1991,  an 
udit  for  the  federal  agency  criticized 


Boswell  for  setting  up  a  large  trust  to 
maintain  subsidized  water  rights  by  sell- 
ing 23,000  acres  to  its  employees  at  arti- 
ficially low  prices  and  then  operating  the 
farms  for  them.  By  dividing  up  the  land 
in  parcels  of  960  acres,  Boswell  was  able 
to  get  federally  subsidized  water  intend- 
ed to  help  small  farmers.  It  paid  just  $13 
per  acre-foot  (an  acre-foot  represents 
326,000  gallons)  of  water,  far  less  than 
the  $46  a  large  farm  would  be  charged 
for  federal  water.  "You  open  a  little 
loophole  and  people  drive  a  truck 
through  it,"  fumes  Interior  Secretary 
Manuel  Lujan  Jr.  Lujan  has  ordered  In- 
terior Dept.  lawyers  to  review  federal 
water  subsidy  practices. 

It  appears  that  Boswell 
has  run  out  of  options. 
On  Feb.  4,  when  Gover- 
nor Pete  Wilson  ordered 
that  water  shipments  to 
California  farms  must 
end,  he  took  away  nearly 
one-third  of  the  approxi- 
mately 60  billion  gallons 
a  year  that  Boswell  typi- 
cally needs  for  cotton.  On 
top  of  that,  the  Kern, 
Kings,  and  Kaweah  Riv- 
ers are  still  too  low  to 
supply  another  one-third 
of  Boswell's  water  needs 
they  have  traditionally 
provided.  V/hile  the 
March  rains  provided 
some  relief,  Boswell 
spent  much  of  the  winter 
hustling  to  increase 
groundwater  supplies.  It 
has  already  drilled  new 
wells  throughout  its 
property — an  expensive 
process  that  could  nearly 
double  the  $45  an  acre- 
foot  that  Boswell  was  paying  for  much 
of  its  water  in  1989. 

The  company  hardly  has  a  choice. 
Even  with  income  from  a  farm  loan  busi- 
ness and  real  estate  development,  Bos- 
well depends  mainly  on  steady  cotton 
production.  For  years,  the  longer-fiber 
cotton  it  grows  has  made  Boswell  a  fa- 
vorite among  such  brands  as  Jockey  un- 
derwear and  Fieldcrest  towels.  Now, 
with  California  drying  up,  Boswell  faces 
the  possibility  of  losing  market  share  to 
cotton  producers  in  Mississippi  and  Loui- 
siana. "For  years,  we've  been  using 
nothing  but  San  Joaquin  Valley  cotton," 
says  Jockey  International  President 
Howard  D.  Cooley.  Cooley  says  he  is 
looking  elsewhere  for  supplies  "just  in 
case"  Boswell  can't  deliver.  And  for  the 
mighty  J.  G.  Boswell,  no  amount  of  mus- 
cle or  money  can  change  that. 

By  Eric  Sckine  in  Corcoran,  Calif.,  with 
bureau  reports 
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THE  BEST 
DEAL  YOU'LL 
FIND  IN  ASIA 
MIGHT  BE  RIGHT 
HERE  AT  HOME* 


FREE  DOMESTIC  TICKET 
WITH  EVERY  ROUNDTRIP  TO  ASIA. 


In  Hong  Kong,  you  can  still  cross  the  harbor 
for  under  a  dollar.  And  entertainment  comes 
with  the  price  of  dinner  at  a  traditional 
restaurant  in  Seoul. 

But  the  best  bargain  you'll  find  in  Asia  might 
be  right  here  at  home. 

That's  because  now  when  you  fly  Northwest 
roundtrip  to  any  of  the  dozen  business 
centers  we  serve  in  Asia,  you'll  get  a  free 
roundtrip  ticket— good  for  three  years— to  any 
city  we  serve  in  the  continental  U.S. 


IT'S  ALL  MADE  POSSIBLE  BY 
WORLDPERKS. 

To  qualify,  you'll  have  to  be  a  member  of  our 
WorldPerks  Frequent  Flyer  Program.  To  enroll, 
call  1-800-456-6067,  ext.  410.  And  you  have  to 
travel  to  Asia  between  April  1  and  June  15, 1991- 

So  fly  Northwest,  and  profit  from  the  knowledge 
that  comes  from  over  40  years  of  helping 
people  do  business  in  Asia.  For  reservations 
and  information  call  your  travel  agent  or 
Northwest  at  1-800-447-4747 


TO  ENROLL  IN  WORLDPERKS  CALL  1-800-456-606?  EXT.  410. 


Restrictions:  you  can  earn  the  Transpacific  10. mil)  Mi  le  Bonus  when  using  a  purchased  Northwest  fare  to  fly  Northwest  roundtrip  between 
select  destinations  in  Asia  and  the  4X  contiguous  I' S  and  Canada  from  4/1/91  to  6/15/91  One-way  Transpacific  flights  earn  a  5,000  Mile 
Bonus  The  Transpacific  10,000  Mile  Bonus  is  not  valid  for  flights  to  or  from  Hawaii  (including  stopovers)  The  Transpacific  10,0(10  Mile 
Bonus  will  automatical!)  appear  on  a  lulure  mileage  summary  Please  consult  your  WorldPerks  Membership  (iuide  for  complete  mileage 
accumulation  terms  and  conditions  ©  1991  Northwest  Airlines,  Inc. 

TOKYO      SEOUL      HONGKONG      SINGAPORE      TAIPEI      OSAKA      BANGKOK      MANILA      SHANGHAI  OKINAWA 
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ANNUITIES:  GLEANING  HARD 
FACTS  FROM  THE  HARD  SELL 
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Take  the  plainest,  most 
conservative  investment 
you  can  think  of.  Give  it 
a  fancy  name,  hang  some 
bells  and  whistles  on  it,  and 
market  it  like  there's  no  to- 
morrow. What  have  you  got? 
Today's  deferred  annuity. 

Although  the  recent  seizure 
of  Executive  Life  by  Califor- 
nia regulators  has  put  the 
venerable  insurance  industry 
in  a  harsher  spotlight, 
annuities  have  long 
been  a  favorite  way  to 
save  for  retirement. 
Now,  brokers  and 
bankers  are  joining  in- 
surers in  pushing  these 
stodgy  products  as  the 
last  of  the  red-hot  tax 
shelters.  But  before  the 
promotional  avalanche 
sweeps  you  off  your 
feet,  take  a  hard  look 
at  what  these  "new,  im- 
proved" instruments 
really  have  to  offer. 
fast  growth.  Annu- 
ities still  come  in  two 
basic  flavors:  fixed, 
where  interest  rates — 
preset  periodically — 
guarantee  steady 
growth;  and  variable, 
where  your  premium  is 
invested  in  stocks, 
bonds,  or  other  assets, 
and  your  payout  de- 
pends strictly  on  port- 
folio performance.  The 
difference  between  im- 
mediate and  deferred 
annuities  has  not 
changed,  i  ither.  Immediate 
contracts  an  r  people  who 
need  steadj  come  right 
away,  such  as  retirees.  With 
deferred  a<  >ui  he  payout 
is  postponed  suities  let 

your  money  a  ;ate  and 
grow  tax-free  unt  make 
withdrawals — th< 
of  most  sales  pitc;. 

What's  new  is  thai 
are  enhancing  their  pr 
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to  lure  people  who  might  oth- 
erwise put  money  in  mutual 
funds.  For  example,  North 
American  Security  Life  offers 
Venture,  a  combination  fixed 
and  variable  annuity  that  lets 
investors  pick  among  12  port- 
folios with  a  wide  variety  of 
instruments  and  risk  levels. 
No  matter  which  you  choose, 
its  marketers  gush,  your  mon- 
ey grows  exponentially  faster 


You're  billed  another  1%  to 
2%  for  money  management. 
And  if  you  should  need  your 
funds  in  an  emergency,  heavy 
"surrender"  charges  apply 
for  early  withdrawal,  normal- 
ly starting  around  6%  in  the 
first  year  and  declining  a 
point  a  year  thereafter.  All 
these  fees  add  up  to  more 
than  you  would  usually  pay  a 
mutual  fund,  where  expenses 


than  if  it  were  taxed  yearly. 

True.  But  one  reason  vari- 
able annuities  are  being  sold 
so  energetically  is  that  their 
fees  grow  exponentially,  too. 
On  top  of  an  annual  adminis- 
trative fee,  annuities  carry 
risk  or  "mortality"  charges  of 
1%  to  2%  a  year.  This  protects 
the  insurer  if  you  live  so  long 
that  you  collect  more  than  the 
value  of  your  account. 


average  roughly  4%  for  load 
funds.  Unless  you  hold  the 
annuity  for  at  least  10  years, 
the  costs  outweigh  the  bene- 
fits of  deferring  taxes — espe- 
cially if  you  tap  your  money 
early.  "It's  not  an  easy  calcu- 
lation to  make,"  says  Robert 
Coplan,  director  of  Ernst  & 
Young's  national  tax  depart- 
ment in  Washington. 

Fixed,  or  "guaranteed,"  an- 


nuities aren't  pushed  quite  as 
aggressively  as  variables 
these  days  because  they  don 
generate  such  rich  commis- 
sions. But  banks,  insurers 
and  others  are  hyping  them 
as  a  tax-deferred  alternative 
to  certificates  of  deposit.  For 
the  risk-averse,  fixed  annu 
ities  are  attractive:  Your  prin 
cipal  is  guaranteed,  and  insur 
ers  generally  pay  a  point  or 
two  more  than  banks 
do  on  CDs. 

table  polish.  Here 
too,  make  sure  to  read 
between  the  lines.  Ads 
typically  show  a  graph 
illustrating  how  much 
faster  a  fixed  annuity 
grows  than  a  taxable 
CD.  But  that  skyrocket- 
ing line  is  your  pretax 
money.  The  minute  you 
touch  your  annuity 
you  start  paying  taxes 
on  it,  too.  Since  the  ads 
never  point  this  out 
customers  are  seduced 
by  a  chart  comparing 
apples  and  oranges 
"What  they're  really 
selling  you  is  a  com 
pounded-interest  ta 
ble,"  says  Mark  O'Bri 
en,  a  financial  planner 
with  O'Brien,  Greene  & 
Co.  in  Swarthmore,  Pa 
So  who  should  con 
sider  annuities?  Finan 
cial  advisers  say  these 
instruments  are  best 
for  conservative  inves 
tors  who:  one,  are  will 
ing  to  lock  up  their  money  for 
the  long  term;  two,  want  to 
put  away  more  pretax  dollars 
than  permitted  by  IRAs  or 
company  401(k)  plans;  three 
like  the  option  of  getting  reg 
ular  retirement  income;  and 
four,  are  fairly  sure  they'll  be 
in  a  lower  tax  bracket  when 
they  take  distribution.  "The 
longer  the  time  frame,  the 
less  susceptible  you'll  be  to  a 
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ax  increase  in  the  future," 
;ays  Steven  Weinstein,  a  part- 
ler  at  Arthur  Andersen  in 
Chicago. 

Even  investors  who  fit  that 
jrofile  should  fund  their 
i01(k)  plans  to  the  maximum 
first,  tax  experts  say.  Such 
accounts  carry  no  charges  or 
fees,  and  most  companies 
fully  match  pretax  contribu- 
tions up  to  3%  of  your  salary 
and  partially  match  as  much 
as  6%.  That  makes  these 
plans  No.  1  in  the  return-on- 
investment  hierarchy,  says 
Weinstein. 

bond  time?  Next  come  de- 
ductible IRA  contributions,  for 
those  who  are  still  eligible. 
With  your  aftertax  dollars, 
weigh  the  annuity  choices 
carefully  against,  say,  munici- 
pal-bond funds  with  good 
track  records.  If  you  want  ac- 
cess to  your  money,  are  will- 
ing to  take  a  little  more  risk, 
and  don't  feel  you  need  anoth- 
er retirement  account,  a  bond 


HOW  ANNUITIES  COMPARE  WITH  OTHER  SHELTERS 


Minimum 
investment* 

Maximum 
investment* 

Fees 

Early-withdrawal 
penalties 

Pro/Con 

VARIABLE 
DEFERRED 
ANNUITY 

$5,000  to 
$10,000 

None 

$25  to  $30 
annual  fee 
plus  2%  to  3% 
of  account 

5%  to  10%  first  year, 
declining  to  0%  after 
6  to  10  years,-  income 
tax  plus  10%  surtax** 

Flexibility/high  fees 

TAX-EXEMPT 
BOND  FUND 

$250  to 
$5,000 

None 

0  to  2  % 
of  account 

Usually  none 

Easy  access/ 
medium-high  risk 

IRA  HELD  BY 
MUTUAL  FUND 

None 

$2,000  per 
year  pretax 

Fund  load  plus 
$10  annual 
custodial  fee 

Income  tax  plus 
10%  surtax 

Lots  of  choices/ 
small  investment 

401  (K) 

1% 

of  salary 

$8,475  per 
year 

None 

Income  tax  plus 
10%  surtax*** 

Free  of  charges/ 
money  tied  up 

*For  individual  investors  **Sorne  issuers  permit  partial  withdrawals  once  a  year  for  a  nominal  fee  ***Some  employers  offer  limited  borrowing  privileges 

DATA:  BW 


fund  will  probably  yield  the 
better  return. 

Finally,  if  you  do  pick  an 
annuity,  remember  that  "solid 
as  a  rock"  no  longer  describes 
the  insurance  industry,  as  Ex- 
ecutive Life's  junk-bond  port- 
folio shows.  Check  company 
ratings   with   A.  M.  Best, 


Moody's,  Standard  &  Poor's, 
and  Duff  &  Phelps.  Indepen- 
dent Advantage  Financial  in 
Los  Angeles  produces  an 
"honor  roll"  of  fixed-annuity 
issuers,  available  by  calling 
800  tax-cuts.  The  Insurance 
Forum  newsletter  lists  the 
companies  that  have  been  rat- 


ed A  +  for  the  past  15  years. 

In  the  universe  of  tax-de- 
ferred investments,  annuities 
have  a  place.  But  if  you're 
thinking  of  buying  one,  check 
out  all  your  other  options 
first.  Remember,  growth 
stocks  are  a  tax-deferred  in- 
vestment, too.     Joan  Warner 


Golf 


GETTING  IN  THE  SWING 
WITH  A  LONG  PUTTER 


Golf  purists  can't  stand 
them,  partly  because 
they're  so  goofy-look- 
ing. But  those  odd,  long-shaft- 
ed putters  are  starting  to 
catch  on  at  golf  courses  from 
Montauk  to  Monterey.  First 
popular  with  older  players,  in- 
cluding President  Bush,  the 
long  clubs  got  an  added  boost 
this  spring  when  a  young  fel- 
low named  Rocco  Mediate  be- 
came the  first  PGA  Tour  mem- 
ber to  win  with  one. 

The  shaft  on  a  long  putter 
ranges  from  41  in.  to  54  in. — 
vs.  about  35  in.  for  a  regular 
putter.  To  use  a  long  one, 
hold  the  very  top  with  your 
left  hand  (assuming  you're 
right-handed)  and  press  it  to 
your  sternum.  Then  grasp  the 
shaft  about  12  in.  down  with 
your  right  hand.  Bending  over 
slightly,  swing  the  club  with 
your  right  hand  only,  keeping 
the  top  pressed  to  your  chest 
with  your  left  hand. 

Why  does  this  help  some 
people's  putting?  With  a  tradi- 
tional putter,  you  hunch  over 


and  swing  the  club 
with  both  hands. 
Many  golfers,  espe- 
cially those  whose 
nerves  aren't  so 
steady,  have  trouble 
keeping  their  wrists 
firm  as  they  putt, 
leading  to  misdirected 
shots.  Sometimes, 
their  wrists  actually 
twitch — an  infuriating 
affliction  known  as 
the  "yips."  Separating 
your  hands  on  a  long 
putter  helps  eliminate 
the  problem.  Equally 
important,  anchoring 
a  long  putter  to  your 
chest  makes  it  easier 
to  create  a  smooth,  pendulum- 
like swing — vital  to  keeping 
the  ball  moving  on  line. 

Many  golfers  would  like  to 
see  long  putters  outlawed. 
Armed  with  a  clause  in  the 
Rules  of  Golf,  which  states 
that  clubs  must  be  "tradition- 
al and  customary,"  they  will 
take  up  the  issue  at  this 
June's  U.  S.  Golf  Assn.  execu- 


CLUBMAKER  CRISMAN  SHOWS  OFF  HIS  "LONG  OTEY 


tive  committee  meeting.  "It's 
a  major  concern,"  allows 
USGA  Technical  Director 
Frank  Thomas. 

The  controversy  hasn't  kept 
a  good  many  clubmakers 
from  cashing  in.  DynaPro 
Products  was  among  the  first 
to  succeed  on  the  mass  mar- 
ket. Its  long  putter,  around 
for  three  years,  is  the  one  fa- 


vored by  Orville 
Moody — the  once-piti- 
ful putter  who  be- 
came a  star  on  the  Se- 
nior PGA  Tour.  The 
Orville  Moody  Pendu- 
lum Style  Putter  sells 
for  about  $100. 
new  entries.  Another 
popular  brand  is  the 
Pole-Kat  ($100  to 
$130),  Bush's  putter- 
of-choice.  It  comes  in 
two  models,  one  with 
a  flat-bottomed  head 
and  one  with  a  round- 
ed head.  A  newcomer 
to  the  party  is  Ping, 
whose  B90  arrived 
this  year.  Selling  for 
$80,  this  is  the  one 
Rocco  Mediate  uses. 

Even  the  venerable 
Otey  Crisman  Golf 
Co.  is  getting  into  the 
act.  Best  known  for 
making  supertradi- 
tional  clubs  with  hickory 
shafts  and  leather  grips,  own- 
er Otey  Crisman  couldn't  re- 
sist the  long-putter  craze. 
True,  his  Long  Oteys  ($100) 
don't  look  old-fashioned.  But 
a  product  that  makes  putting 
a  little  easier  "is  good  for  the 
game,"  he  argues.  This  sum- 
mer, he'll  find  out  if  the  USGA 
agrees.  Peter  Finch 
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Potables 


SAVORING  THE 
WINES  Of... 
NEW  ENGLAND? 

Fine  wine  isn't  the  first 
thing  that  comes  to  mind 
when  you  think  of  New 
England.  Maple  syrup  or  ap- 
ple cider,  maybe,  but  not 
smooth  chardonnays  or  pun 
gent  pinot  noirs.  Well,  sur- 
prise: Some  of  New  England's 
30  wineries,  borrowing  cold- 
weather  techniques  from  Cali- 
fornia, are  producing  award- 
winning  wines.  Several  Vidal 
B  lanes  from  Sakonnet  Vine- 
yards in  Rhode  Island,  for  ex- 
ample, won  Best  of  Class  at 
this  year's  Eastern  Interna- 
tional Wine  Competition  in 
Watkins  Glen,  N.  Y. 

BLUEBERRY  BOTTLE.  The  best 

of  the  area's  grapes  grow 
along  the  coast,  where  warm 
Gulf  Stream  waters  moderate 
the  extreme  temperature 
changes  that  occur  inland. 
Many  wineries  use  hybrid 

Zero-coupon  bonds,  popu- 
lar investments  since 
the  early  1980s,  have  long- 
been  hailed  for  their  predict- 
able returns.  Typically,  you'd 
buy  one  from  a  broker,  hold 
it  to  maturity,  and  that  was 
that.  But  there's  another 
way  to  invest  in  zeros  and 
avoid  big  brokerage  mark- 
ups: no-load  zero-coupon- 
bond  funds. 

Interest-paying  bonds  be- 
come zeros  when  the  semian- 
nual interest  payments  are 
"stripped"  from  their  princi- 
pal amount,  or  face  value. 
That  leads  zeros  to  sell  at  a 
deep  discount  to  their  face 
value  and  pay  back  their 
principal  when  the  bonds  are 
redeemed  at  maturity. 

The  bond  funds  behave 
much  like  the  zeros  them- 
selves. "Basically,  the  fund 
buys  zeros  maturing  in  the 
target  year  and  then  sits 
with  them,"  says  Thomas 
Poor,  a  bond-fund  manager 
with  Scudder,  Stevens  & 
Clark.  "When  you're  quoted 
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vines,  which  are  crosses  of 
hearty  American  grapes  with 
more  delicate  French  or  Cali- 
fornia varieties.  Some  special- 
ize in  fruit  wines.  Purists  may 
sneer,  but  Nashoba  Valley 
Winery's  Dry  Blueberry  Wine 
stands  up  nicely  to  veal  or 
lamb,  says  Daniel  Bruce,  chef 
of  the  Boston  Harbor  Hotel. 

New  England  wines  rarely 
can  match  their  West  Coast 
counterparts.  The  whites  tend 


a  yield  on  a  zero  and  on  a 
zero-bond  fund,  you  can  be 
reasonably  assured  that 
that's  what  you're  going  to 
get."  Some  funds  might  hold 
a  slight  cash  position  to  cov- 
er expenses  and  pay  divi- 
dends. That  can  lower  the 
stated  yield  slightly. 

The  liquidity  of  a  bond 
fund  is  one  of  its  major  at- 
tractions to  investors  who 
want  to  make  a  play  on  de- 
clining interest  rates.  A 
small  drop  in  rates  goes  a 
long  way  in  boosting  the 
price  of  zeros  before  they 
mature.  A  one-point  drop  can 
cause  a  32^  increase  in  a 
fund  investing  in  30-year  ze- 
ros, while  a  regular  30-year 
bond  at  8%  would  rise  about 
11%.  But  the  equation  works 


to  be  light  and  snappy.  Reds 
are  mild  and  fruity;  few  are 
full-bodied  or  complex.  Still, 
with  age  and  experience,  New 
England  wineries  are  improv- 
ing. Some  better  labels  are: 

■  1989  Vidal  Blanc  (Sakonnet 
Vineyards,  R.  I.,  $8).  A  dry, 
full-bodied  wine  with  a  rich, 
smooth  flavor.  Nice  with  oys- 
ters, says  Boston  Globe  wine 
writer  Harvey  Finkel. 

■  1988  Estate  Chardonnay 


against  the  fund  if  rates  rise. 

Scudder  (800  225-2470), 
Benham  Capital  Manage- 
ment Group  (800  472-3389), 
and  United  Services  (800  873- 
8637)  offer  zero-coupon-bond 
funds  with  maturities  rang- 
ing from  1995  to  2020.  Mini- 


LOWER  RATES  BOOST 
ZERO  PRICES 


Fund 

Net  asset  value* 

Sept.  28,  Apr.  15, 
1990  1991" 

BENHAM  2010 

$19.58 

$23.13 

BENHAM  2020 

9.91 

11  89 

SCUDDER  1995 

11.66 

12.71 

SCUDDER  2000 

11.84 

13.48 

30-YEAR 
T-BOND  RATE 

8.94% 

8.13% 

Ter  share   *  *  Adjusted  for  distributions 
DATA  BW 


(Crosswoods  Vineyards 
Conn.,  $13).  Crosswoods  pro 
duces  excellent  chardonnay: 
from  its  own  and  Long  Islan< 
grapes,  says  Parker's  Wint 
Buyer's  Guide. 

■  1986  Pinot  Noir  (Diamonc 
Hill  Vineyards,  R.  I.,  $11) 
Among  the  best  of  the  Rhodt 
Island  reds,  it  won  a  silvei 
medal  at  the  1989  New  En 
gland  wine  competition. 

■  Cranberry  Grande  (Plym 
outh  Colony  Winery,  Mass. 
$6).  A  smooth  wine  made  an- 
nually from  cranberries  in  the 
winery's  bogs.  Excellent  with 
turkey,  and  not  just  because 
it's  made  in  Pilgrim  country. 

The  biggest  problem  with 
New  England  wines  is  scarci- 
ty. Larger  liquor  stores  in 
Boston  and  Providence  often 
stock  some  selections.  A  good 
wine  merchant  should  be  able 
to  help  with  special  orders. 
The  best  way  to  sample  the 
wines  is  to  visit  the  wineries, 
many  of  which  are  open  for 
tours  in  the  summer.  For  in- 
formation, write:  The  New 
England  Wine  Council,  c/o 
North  River  Winery,  River 
Road,  Route  112,  Jacksonville, 
Vt.  05342.         Geoffrey  Smith 


mum  investments  are  $1,000 
($100  to  $500  for  IRAs),  and 
expenses  are  about  1%. 

The  funds  invest  primarily 
in  U.  S.  Treasury  zeros  called 
STRIPS  (separate  trading  of 
registered  interest  and  prin- 
cipal of  securities).  As  of 
April  12,  a  $1,000  investment 
in  Benham's  2015  fund  would 
return  $6,217  at  maturity;  in 
the  2020  fund,  it  would  grow 
to  $7,976.  To  play  the  rate 
game,  you  can  switch  out  of 
a  zero  fund  into  another 
fund  in  a  family,  but  some 
funds  set  limits.  With  Ben- 
ham,  it's  six  times.  United 
Services'  new,  tiny  (about 
$600,000  in  assets)  fund  has 
no  limit  but  charges  a  $5 
switching  fee. 

One  big  problem:  You're 
taxed  on  the  "imputed  inter- 
est" that  accrues  each  year, 
but  you  may  see  no  cash  un- 
til you  sell  or  the  bonds  ma- 
ture. If  you  want  to  avoid 
that,  put  your  fund  shares  in 
a  tax-deferred  retirement 
plan.  Suzanne  Wool  ley 
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Smart  Money 


THE  PLUSES  AND  MINUSES 
OF  ZERO-COUPON  FUNDS 


A  Short  Quiz  for 
America's  Executives 


1.  Would  you  like  to  help  disadvantaged  young  people  get  an  education — 
and  a  job?  □  YES  DNO 

2.  Does  your  company  have  excess  inventory,  services  or  assets  that  could  be 
used  by  colleges?  □  YES      □  NO 

3.  Could  your  company  use  a  tax  deduction  for  qualified 
inventory  donations?  □  YES      □  NO 

If  so,  EAL's  College  Opportunity  Program  may  be  for  you. 
EAL  targets  talented  youngsters  before  they  enter  their 
freshman  year  of  high  school,  then  mentors  them  for  four 
years  until  they  graduate. 

How  does  it  work?  EAL  trades  your  excess  goods  and 
services  to  a  college  for  tuition  scholarships  in  your 
name.  And  the  students  could  intern  with  you  in 
the  summer  as  part  of  the  package.  When  they 
graduate  from  college,  you  are  the  first  in  line 
to  recruit  them. 

The  result?  You  get  a  tax  write-off  for  the 
donations.  And  the  kids  get  a  leg  up  with 
their  education.  Not  bad! 


Many  of  America's  top  corporations  are 
already  committed  to  EAL. 

Why  not  join  them? 


Educational 
Assistance  Ltd. 

For  more  information, 
contact: 

Peter  Roskam 
Executive  Director 
(708)  690-0010 
P.O.  Box  3021 
Glen  Ellyn.  IL  60138 
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Never  give  an 

addict  a 
second  chance. 

Confront  someone  in  vour 
company  who's  using  drugs. 
This  is  what  you're  likely  to 
hear:  "Til  never  use  drugs  again. 
I  promise." 

But  drugs  lie. 

The  people  don't  lie.  The 
drugs  do. 

Drugs  own  the  person 
who  uses  them.  That's  the 
danger  of  addiction. 
The  addict  promises,  and  the 
drugs  break  the  promise. 

\ou  have  to  say.  "Get  well 
or  get  out."  ^ou  can't  afiord 
to  give  an  addict  a  second 
chance.  The  addict  can  afford 
it  even  less. 

An  addictV  mik  chance 
is  treatment.  If  you  don't  have 
a  treatment  program  in  your 
company,  please  call 
1-800-&43-4971.  That's  the 
National  Institute  on  Drug 
Abuse  hot  line  for  managers 
and  CEOs.  It's  manned  by 
trained  emplovee  Assistance 
Program  Planners  and 
designers,  from  Monda) 
through  Friday.  9:00  a.m.  to 
8:00  p.m.  Eastern  Time. 
They  won  t  tell  you  what  to 
do.  but  they  can  outline  the 
options.  Call  now:  please  don  t 
pass  up  this  chance. 


Partnership  for  a  Drug-Fire  America 
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Atlanta  (Downtown)  Boston  Buckhead  (Uptown  Atlanta)  Cleveland  Dearborn  (Detroit  Michigan)  Houston  Huntington  Hotel  (Pasadena.  Calieornia)  Kansas  City  Lacuna  Nicuel.  California 
Marina  Del  Ret  California  Mauna  Lani.  Hawaii  Montreal  Naples.  Florida  New  York  Pentagon  City  (Arlington.  Virginia)  Philadelphia  Phoenix   Rancho  Mirage  (Palm  Springs)  San  Francisco 
St  Louis  Sydney.  Australia  Washington,  DC  Opening  In  1991 :  Aspen  Amelia  Island,  Florida  Double  Bay.  Australia  Hong  Kong  Palm  Beach.  Florida  Tysons  Corner.  Virginia 

Opening  In  1992:  Barcelona  Kapahla.  Maui  La  Jolla.  California  London 


Business  Can 
Always  Benefit  From 
A  Fresh  Perspective. 


At  the  Ritz-Carlton,  Laguna  Niguel,  business  meetings 
are  far  from  routine.  Southern  California's  only  Five-Star, 
Five-Diamond  resort  offers  elegant  conference  rooms  that 
open  to  terraces  overlooking  the  Pacific.  A  delightful 
variety  of  settings,  both  in  and  out  of  doors,  for  gatherings 

The  Ritz-Carlton 

...■•  Tb^kadmitlkxehofthr-Worfd-  LAGUNA  NlGUEL 


of  every  kind.  Even  a  conference  concierge  to  make  sure 
everything  runs  smoothly.  And  of  course,  service  is  warm, 
personal  and  uncompromising.  Call  714-240-2000  or  800- 
241-3333  for  reservations.  Or  contact  your  travel  profes- 
sional. We'll  change  your  outlook  on  meetings  forever. 
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Our  commercial  bankers 
work  so  hard  on  your 
business,  you'd  think 
they  owned  it. 


With  a  First  Interstate 
commercial  banker  on 
your  team,  you  have  an 
ally  to  help  handle  the 
financial  needs  of  your 
business. 

Our  commercial 
bankers  are  dedicated 
professionals,  committed 
to  establishing  long-term 
relationships  with  their 
customers.  Relationships 
built  on  trust,  responsive- 
ness and  flexibility.  Rela- 
tionships designed  to 
help  meet  the  needs  of 
your  company — now  and 
in  the  future. 

There  are  regional 
commercial  banking  cen- 
ters located  throughout 
California.  Let  us  know 
how  we  can  help  you- 
then watch  us  go  to  work. 


First 

Interstate 

Bank 

We  go  the  extra  mile  for  you: 


Member  FDIC 


FICA 


102D-CA 


ndex  to  C< 

jmpanies 

Jockey  International  95 

Q 

Jones  Apparel  ^^roup  74 

Quantum  31 

s  index  gives  the  starting  page  tor  a  story  or  tea- 

e  with  a  significant  reference  to  a  company.  Most 

JPS  Textile  Group  72 

Quarterdeck  29 

^sidiaries  are  indexed 

under  their  own  names. 

JSB  Financial  80 
JVC  58 

mpanies  listed  only  in  tables  are  not  included. 

R 

Dillord  Department 

Reed  International  40 

anced  Technology 

Stores  74 

K 

Reuters  76 

boratories  86 

DKD  58 

Kohlberg  Kravis  Roberts  40 

Richard  son  Smith  58 

nanson  in.r.)  ou 

Domain  Technology  31 

Komatsu  94 

p,,„U  CO 

Kicon  jo 

jus  Industrie  80 

Dow  Chemical  26 

Dow  Jones  76 
Dresser  Industries  94 

L 

RJR  Nabisco  74 

dahl  26 

Lazard  Freres  45 

Rohr  Industries  80 

erican  Airlines  32,  43 

DynaPro  Products  101 

Lever  Brothers  30 

Rolls-Royce  80 

eritech  92 

Lyric  Hi-Fi  58,  62 

erpharm  Holdings  50 
ex  52 

E 

s 

Eastern  Air  Lines  7 

M 

m 

Salomon  Brothers  76 

Madrigal  Audio 

iTaylor  Stores  74 

Electronic  Joint  Venture  76 

Seagate  Technology  31 

Laboratories  62 

csprir  4u 

Matsushita  Electric  84 

Seven-Eleven  Japan  72 

Mex  50 

Executive  Life  100 

Sharp  84 

pie  29,  30,  58 

McDonnell  Douglas  80 

T  Research  88 

F 

McGraw-Hill  76 

Shell  O.I  86 

Federal  Express  56 

Siemens  44 

3J  52,86 

Fed-Mart  68 

Merrill  Lynch  76 

Hio  Research  62 

Filene  s  Basement  74 

Metropolitan  Life 

Silverglate  &  Good  7 

First  Boston  26 

Insurance  34,  52 

Sony  30,  84 

MGM/UA 
Communications  40 

ker  Hughes  22 

First  Chicago  52 

Sound  by  Singer  62 

lly  Manufacturing  72 

First  Executive  34 

Microsoft  29,  58,  88 

Southern  California 
Edison  22 

Southland  72 

1  CX  IHJWCII  -J*- 

Ford  26 

MIPS  Computer 

1  Canada  56 

G 

Systems  88 

Speor  Leeds  Kellogg/ 
Investors  14 

>omberg  Financial 

GE  58,92 

Mitsubishi  58 

\arkets  76 

Genpharm  50 

Motorola  30,  52 

Steve  Jackson  Games  7 

eing  80 

Glaxo  Holdings  50 

Murata  84 

GM  26 

Sun  Microsystems  88 

swell  (J.  G.)  95 

N 

Go  Corp.  29 

T 

NAD  62 

Goldman  Sachs  76 

Thomson  44 

Idor  74 

Groupe  Bull  44 

NCR  88 

non  84 

Toshiba  84,86 

GTE  106 

NEC  84 

1  WA  SI,  4J 

rnival  Cruise  Lines  40 

H 

News  Corp.  40 

iterpillar  94 

iNeA  I  Lompuicr  jo,  ou 

u 

Hartford  Life  Insurance  34 

UAL  32 

ncinnati  Bell  92 

Hearst  40 

North  American  Security 

ticorp  58,  76 

Heinz  (H.  J.)  45 

Life  100 

U-Haul  22 

>mpaq  26,  31,  88 

Henson  Associates  40 

Northwest  Airlines  56 

Unisys  7,  26,  58 

>nner  Peripherals  31 

Hewlett-Packard  86 

Nutek  Computers  30 

University  Microfilms  52 

>ntrol  Data  22,  31 

Hitachi  58,  84 

6 

UPS  56 

)nverse  72 

Human  Factors  Industrial 
Design  58 

Olivetti  44 

USAA  56 

sors  22 

1 

i^tey  i^rismon  ooir  iui 

IV 
Ww 

3rmng  52 

Wal-Mart  68 

P 

IBM  26,29,44,58,66,88 

ID  Two  58 

3StCO  Ou 

Walt  Disney  40 

edit  Lyonnais  34,  40 

Intel  88 

Pan  American  World 

Westinghouse  74 

edit  Suisse-First 

Airways  32 

Whirlpool  26 

ioston  45 

Interco  72 

PepsiCo  33 

ystal  Oil  72 

Ito-Yokado  72 

ITT  34 

Philips  44,  58 

X 

Polaroid  26 

Xerox  58 

EC  26,44,58 

J 

z 

Price  68 

James  Capel  45 

ell  Computer  88 

Jean  Philippe 

Procter  &  Gamble  30 

Zenith  Laboratories  50 

elta  Air  Lines  32,  74 

Fragrances  80 

Prudential  Securities  88 

Ziba  Design  58 

Uncover  new  business 
opportunities  with  fast-growing 
high-tech  manufacturers 

Target: 

•  hard-to-find  private  companies 

•  key  decision  makers 

•  divisions  of  large  companies 

•  makers  of  3,000  +  product  types 

Identify: 

•  new  markets 

•  new  opportunities 

•  new  partners 

•  new  investments 

Directories  •  Databases 
Mailing  Lists  •  Reports 

National /Regional/Custom 


FREE  Information  Kit:  1-800-333-8036 


12  Alfred  Street.  Suite  200 
Woburn,  Massachusetts  01 801 
(617)  932-3939  •  FAX:  (617)  932-6335 
TLX  497-2961  CRPTECH 


IF  YOU'RE  NOT 
RECYCLING 


l'lilllittl!  liii'AUM 


IT  ALL  AWAY. 


1-800-CALL-EDF 

BUSINESS  WEEK/APRIL  29,  1991  103 


Nobody  knows 
the  troubles  we've  seen. 

The  world  we  live  in  is  full  of  banana  peels.  If  only  they  were  this 
easy  to  spot.  The  best  hope  of  avoiding  mishaps  is  experience. 

And  no  one  has  more  know-how  in  property  and  casualty 
insurance  than  the  CIGNA  companies.  You  name  it,  we've  seen  it. 

Which  means  we're 
able  to  find  ways  others 
may  miss  to  help  prevent 
unnecessarv  risks. 

And  reduce  the  likeli- 
hood of  serious  losses. 

Unlike  those  who 
assess  risk  strictly  by  the 
book,  we  have  the 
insight  to  read  between 
the  lines.  As  well  as  the 
willingness  to  find 
alternative  solutions. 

The  point  is,  no  matter 
how  complex  or  unusual 
the  challenge,  we  get 
results.  In  fact,  our  loss 
control  services  are  so 
effective,  that  several  of  our  long-term  customers  have  seen  a 
reduction  in  the  frequency  and  severity  of  claims  by  more  than  50%. 

Write  the  CIGNA  Property  and  Casualty  Companies,  Dept.  RH, 
1600  Arch  Street,  Philadelpliia,  PA  19103. 

Because  when  all  is  said  and  done,  the  more  you  know  trouble,  the 
less  likely  trouble  will  know  you. 


We  get  paid  for  results. 
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Editorials 

FEWER  BELLS  AND 
WHISTLES,  PLEASE 

to  the  public  school  system.  This  is  a  good  start.  But  th  i 
blunt  fact  is  that  Bush's  education  plan  can  have  only  s  I 
much  impact  on  the 'nation's  deteriorating  public  school  syi  I 
tern.  The  reason  is  simple:  The  federal  government  has  littl  I 
power  or  influence  over  educational  policy,  short  of  witl  \ 
holding  federal  funds.  And  state  and  local  coffers  are  th 
sources  of  about  947'  of  the  $191  billion  expended  on  U.  J 
public  schools  each  year.  Decisions  on  reform  will  be  mad 
by  local  and  state  officials. 

Bush's  main  weapon  to  influence  change  is  to  use  th 
Presidency  as  a  bully  pulpit.  Federal  officials  can — and  aj  | 
parently  will — exhort  state  and  local  authorities  to  try  ou  j 
new  ideas  and  find  novel  solutions  to  the  ills  plaguing  th 
nation's  schools.  But  they  can  do  little  more  than  that 
Critics  in  Congress  and  the  educational  Establishment  an 
sure  to  complain  that  the  package  doesn't  provide  adequau 
funding  for  the  initiatives.  But  with  the  federal  budge 
deficit  hovering  around  $320  billion,  Bush  can't  just  throw 
more  money  at  the  problem.  Nor  should  he.  The  26%  after 
inflation  rise  in  school  spending  during  the  past  decade— H 
despite  a  drop  in  enrollment — has  provided  little  educationaM 
return.  That's  because  a  big  chunk  of  the  increase  pays  for  »| 
growing  school  administration  bureaucracy,  rather  than* 
teaching  and  equipment. 

Whether  the  country's  public  school  systems  pass  or  fail  iw 
up  to  the  states  and  cities.  But  given  the  constraints  on  hisflj 
options,  Bush  surely  deserves  an  'A'  for  effort. 

■^■Jot  many  of  us  have  escaped  the  intense  frustration 
Ift9j  that  comes  with  trying  to  program  a  VCR  or  getting 

H^ia  big  oflice  copier  to  duplicate  just  a  page  or  two. 
Remember  the  last  time  your  computer  said  can 't  next  x,  /;/,' 
fril  Talk  about  stress! 

The  wondrous  electronic  revolution  that  promised  to  boost 
productivity  and  at  the  same  time  entertain  us  is  turning  out 
to  he  a  major  cause  of  high  blood  pressure.  Products  have 
become  so  technologically  complicated  that  the  poor  consum- 
er is  left  feeling  foolish— and  angry — about  not  being  able 
to  get  anything  to  work  anymore.  Alienating  customers  is 
always  a  dangerous  situation,  and  corporations  ignore  it  at 
their  own  peril. 

Surveys  have  shown  that  consumers  want  "plug  and 
play"  products.  They  despise  most  user  manuals,  which  are 
rarely  written  in  plain  English.  Opportunities  abound  for 
companies  that  are  smart  enough  to  buck  the  gimmickry 
and  get  back  to  basics. 

In  designing  people-friendly  products,  less  is  frequently 
more  (page  58).  While  the  microchip  permits  dozens  of  fea- 
tures to  be  added  at  negligible  cost,  a  little  self-restraint 
would  lead  to  fewer  gadget-laden  products  that  hardly  any- 
one can  operate  properly.  Who  really  needs  a  telephone  with 
144  features? 

Fortunately,  the  same  advanced  electronic  technology  that 
gave  us  "vcr  stress  syndrome"  can  be  used  to  make  even 
the  most  sophisticated  products  easy  to  use.  For  example, 
interactive  touchscreens  on  automated  teller  machines  or 
office  copiers  can  walk  the  user  step  by  step  through  quite 
complex  functions.  Successful  design  is  determined  by  what 
the  user  needs  at  the  moment,  not  what  the  engineers  decide 
to  build. 

THESE  BABIES 

CAN  DO  WITHOUT  CABLE 

■k  ■  ow  that  the  Baby  Bells  are  edging  toward  more  L 
|Mfl  freedom  to  create  and  sell  information  services  suchl 
H^flas  on-line  computer  data  bases  (page  92),  they  areB 
casting  an  eye  toward  undoing  other  limitations.  Among  theB 
most  important  is  the  1984  law  that  bars  phone  companies  ■! 
from  owning  cable  television  properties  in  areas  where  theyBJ 
offer  telephone  service.  While  the  Bells  argue  strenuously ■ 
that  they  should  be  let  into  cable,  their  case  is  flawed. 

Allowing  tin1  Hells  to  own  cable  T\  operators  wouldn't! 
necessarily  bring  about  competition  that  would  hold  down  ■ 
cable  rates.  In  fact,  phone  companies  might  simply  buy  theB 
existing  franchises,  thus  combining  two  big  monopolies  into 
one  huge  one. 

The  Bells  argue  that  they  need  to  be  in  cable  TV  to  justify 
the  expense  of  wiring  America  with  fiber-optic  cables.  But 
that  doesn't  hold  water,  either.  If  phone  companies  want  to 
install  fiber,  they're  free  to  do  so  now  and  try  to  recoup  the 
cost  later  by  charging  independent  cable  companies  for  car- 
rying TV  signals  over  it.  Owning  the  content  doesn't  change 
the  cost-benefit  equation  of  installing  fiber. 

Independent  telephone  companies  such  as  GTE  Corp.  are 
already  allowed  to  own  and  operate  cable  TV  systems  outside 
their  local  service  areas,  and  the  Bells  ought  to  be  given  that 
right,  subject  to  safeguards  against  cross-subsidization.  But 
letting  phone  companies  extend  their  monopoly  in  their 
home  service  area  to  another  monopoly  doesn't  make  com- 
petitive sense. 

EDUCATION: 
BUSH  IS  LEARNING 

eorge  Bush  is  finally  proving  that  he  is  determined 
Vnti)  make  good  on  his  campaign  pledge  to  be  the 
^Bjpr  "education  President."  He  has  assembled  an  impres- 
sive leadership  team  at  the  Education  Dept.,  including  Secre- 
tary Lamar  Alexander,  a  former  Tennessee  governor  and 
president  of  the  University  of  Tennessee.  Alexander's  choice 
as  his  deputy  former  Xerox  Chairman  David  T.  Kearns,  has 
long  been  one  of  the  most  active  business  executives  in  the 
educational  arena. 

Now,  the  White  House  has  unveiled  an  education  package 
that  calls  for  more  options  for  parents  selecting  schools  for 
their  kids  and  i  r  a  new  national  test  that  could  lead  to  more 

uniform  curricu  is.  The  blueprint  calls  for  pumping  $1 

million  in  federal  seed  money  into  each  of  535  experimental 
schools  (one  for  each  senator  and  representative)  which 
could  be  set  up  by  any  community  group — from  companies 
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